
The International
Business Information

SourceTM

WorldTrade Executive, Inc.

IN THIS ISSUE

January 15, 2007
Volume 19, Number 1

EUROWATCH

Articles

REPORTING ON LEGAL AND REGULATORY DEVELOPMENTS AFFECTING FOREIGN COMPANIES OPERATING IN THE EU

Topical Index Page 2

EU––Brussels Briefing: A Review of Recent
Legal and Business Developments in the EU.
By Philip Bentley QC, Mélanie Bruneau, Michal Cieplinski, Geert
Dierickx, Andrea Hamilton, Elena Kostadinova, Morten Nissen, José
Rivas, Philip Torbøl and Yannis Virvilis (McDermott Will & Emery/
Stanbrook LLP)...........................................................................p. 3

EU––EC Issues Final Report on EU Energy
Survey Inquiry.
By Mark Jones and Philip Monaghan (Norton Rose)....................p. 5

EU––Tax-Saving Opportunities in European Markets.
By RSM McGladrey Inc.................................................................p. 9

France––Changes to Corporate Taxes in
French Budget.
By Carine Duchemin-Goddard
(BDO MG Tax & Legal)...................................................................p. 10

France––French Dividend Withholding Tax Ruled
Out by European Court.
By Carine Duchemin-Goddard
(BDO MG Tax & Legal)...................................................................p. 11

Germany––Government Attempts to Limit Tax
Exemptions for Non-German Companies.
By Dr. Gero Burwitz and Philip Neumann-Redlin
(McDermott Will & Emery Rechtsanwälte Steuerberater).............p. 12

Germany––New Federal Supreme Court Ruling on
Acting in Concert.
By Dr. Patrick Nordhues
(McDermott Will & Emery Rechtsanwälte Steuerberater).............p. 13

Italy––Italy Adopts Council Directive 2003/123/EC
Amending the "Parent Subsidiary" Directive.
By Domenico Busetto and Giuseppe Campolo
(KPMG Italy)...................................................................................p. 14

UK––Age Discrimination —Changes to Pensions
in the UK.
By Pam Loch
(Fried, Frank, Harris, Shriver & Jacobson LLP).........................p. 15

UK––Proposal for Change to Trademark Law
By Robert Furneaux
(Rouse & Co. International).........................................................p. 16

Single Payment Area a
Success
Charges for cross-border euro payments
have shown a significant decrease since
the introduction of Regulation (EC) No.
2560/2001, avoiding any direct
correlations to substantial increases in
charges for domestic payments. Page 3

EC Identifies Serious
Shortcomings Within
Energy Sector Competition
A new report proposes the unbundling
of network and supply activities;
removal of gaps in the regulatory regime,
particularly as regards to cross border
issues; and increasing the transparency
of market operations. Page 5

Falling Tax Rate in Europe
Are Attracting Foreign
Companies
Business-friendly tax rates are attracting
foreign investors for EU markets. Recent
tax reforms among Member States ensure
that this is an ongoing trend. Page 9

German Federal Supreme
Court Rules Acting in
Concert Limited to
Coordination of Voting
Rights
A new ruling serves to define the term
"acting in concert" with reference to the
Securities and Acquisition Takeover Act,
as well as establishing a more narrow
application of the section in common
practice. Page 13

UK Government Issues
Employment Equality
Amendment
Government aims to bring pensions into
compliance with the European Equality
Directive. A number of exemptions,
however, have been provided to
accommodate current practices. Page 15



January 15, 2007 EUROWATCH® 15

UK

It has long been acknowledged that the impact of the
Employment Equality  (Age) Regulations 2006 (Age Regu-
lations) on pension schemes was always going to be poten-
tially controversial given the nature of pension schemes in
the UK. The pension changes were in fact postponed due to
this controversy and have only now been implemented
following further consultation with scheme trustees, trade
unions and businesses.

The Background
The Age Regulations was implemented to ensure the

UK Government properly complies with the implementa-
tion of the European Equality Directive.

The European Employment Directive permits member
states to exempt certain aspects of occupational pension
schemes from age discrimination legislation. This includes
fixing different ages for employees or groups of employees
to be entitled to occupational pension benefits and the use of
age criteria in actuarial calculations. The Directive also
provides for a ‘legitimate aim’ justification where discrimi-
natory provisions can be retained in occupational schemes
if they can be objectively justified.

The Current Position
The UK government has now issued The Employment

Equality (Age) Amendment (No.2) Regulations 2006
(Amendment Regulations) to comply with the Directive.
Much to the dismay of advisers there is no transition period
and the Amendment Regulations are immediately effective.
Employers and scheme trustees are now faced with the
practical challenges of implementation.

The Amendment Regulations provide a number of
exemptions which will permit employers to continue with
many age-based rules and practices (albeit technically dis-
criminatory) in relation to pension schemes. However there
are some important changes.

The Key Changes
The main changes are as follows:
—It will be unlawful for trustees, or managers of an

occupational scheme to discriminate against a member or
prospective member of a pension scheme on the grounds of
their age. Following the consultation period this require-
ment also extends to employers.

— The Regulations provide for an ‘early retirement
pivot age’ in respect of pension schemes which will be an age
specified in the scheme rules as the earliest age at which
pension entitlement arises without requiring consent from
an employer or trustee and without any actuarial reduction
being made to the member’s benefits.

—A length of service exemption is given with regard to
any rule or practice regarding admission to a scheme, ac-
crual of benefits or eligibility for any benefit from the pen-
sion scheme and consequently it will not be unlawful if there
is a length of service requirement. Further exemptions have
also been made for age-related contributions to money
purchase arrangements.

Closing sections of pension schemes to employees if
they have not already joined is not unlawful under the
Amendment Regulations. The Amendment Regulations
will not affect personal pensions and state pensions but if
employers make payments into personal pension schemes,
then this will be caught by the Regulations.

Next Steps
Employers should review all their age-based rules and

consider whether or not certain rules will have to be objec-
tively justified to fall within the exemptions.

If there is a breach of the legislation which is rendered
unlawful, the ‘punishment’ is that the benefits provided to
some employees must then be provided to all members.
Legal advice should therefore be sought. ‘Doing nothing’ is
extremely risky therefore employers and trustees should
take action now.

A Note on the Pensions Bill
Whilst the Regulations have not affected the state pen-

sion scheme, the UK government has been reviewing the
state pension provision separately and the changes are now
enshrined in the new Pensions Bill.

The Bill was published on 29 November 2006 and one
key change will be to link the basic state pension to earnings.
This in effect will make the state pension more generous. The
UK government also intends to raise the state pension age
gradually to 68 years by 2046. The UK government is also
seeking to make the system fairer for women, by reducing
the number of years required for a full basic state pension
and fairer for caregivers, by introducing weekly credits to
reward caring in the same way as working.

Conclusion
Pension provision in the UK continues to be the subject

of much debate and this will continue to be the case as
companies and pension scheme trustees try to implement
and comply with the new legislation. With around 10,000
defined benefit schemes in the UK covering 8.7 million
employees and defined contribution schemes covering
around 1 million employees this new legislation and pro-
posed changes could have a significant impact. ❏
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