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Dutch Pension System

Introduction

Development of IORP / pensional products
Dutch introduced General Pension Fund (APF) which begins from 2016.
APF is an IORP in IORP Directive, so Dutch amend part of the

1| IORPs . . .
regulations to suit across-border pension fund. However, cross-broder
activies of the Dutch pensions sector are still very limit.
2| pensional products The t.hird pillar is.re]atively §ma11. ‘For most employees, participatoin in a
pension scheme is automatically linked to the contract of employment.
Adequency level

Pillar 1: 100% Dutch resident
Pillar 2: 95% of employees
Pillar 1: 1,144.72 per month
Pillar 2: target total replacement rate of 70% of final pay
Pillar 1 benefits flat-rate pension benefit / net minimum wage
Gross replacement rate(% individual
gross earnings)
average wage (USD/year) 53,511

Pillar 1: 17.9% salary
pillar 2: 2-4% of salary

—

coverage (% population / substantial)

2|average pension level (EUR/ month)

96.9

N

N

average contributions

ages (Current retirement age in 2016
for a person who entered the labour 65.5
force at age 20)

[o))

7 Pillar 2 has a rich history and is the backbone of the old-age pension system in the Netherlands. Netherlands has
Recent reform (Sep 2015-Sep 2017)

The statutory pension age is gradually increasing to 66 in 2018 and 67 in
2021. Thereafter, the standard retirement age will be linked to gains in life

tage expectancy. The target retirement age (pensioenrichtleeftijd) is 67 in
occupational plans (rising to 68 in 2018).

2|contributions -

3|coverage -
September 2016. Variable annuity option for defined contribution (DC)
occupational pension plans is introduced. DC pension plan participants

4| Benefits will be able to choose between: 1) a fixed annuity providing a guaranteed
level of income until the end oflife; 2) a variable annuity that allows
retirees to invest in risk-bearing assets and provides a level of income that
is adjusted according to the performance; or 3) a combination of the both.

5|Other -

The Dutch pension system is designed with a public tier for pillar 1, as well as
quasi-mandatory occupational for pillar 2 and voluntary private pension arrangements
for pillar 3.

Pillar 1: Public or State Pensions

General Old Age Pensions Act (AOW). This statutory social security (state) old-age
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pension provides all residents of the Netherlands aged 65 and over with a flat-rate
pension benefit that in principle guarantees 70 percent of the net minimum wage. The
AOW is a compulsory insurance plan financed on a pay-as-you-go basis. The system
covers employees in the private sector, civil servants and the self-employed. By law
the contribution rate to this pillar is maximised at 17.9% of salary earnings up to a
certain income threshold, which is employee-financed and until 2028 the state pension
will be guaranteed to rise in line with inflation.

Due to an ageing population, the AOW pension age is being gradually increased to 66
in 2018 and 67 in 2021. As from 2022, it will be linked to life expectancy. In 2022, it
will be raised to 67 and 3 months. Pensioners will receive AOW pension from the day
they reach their AOW pension age.

Pillar 2: Occupational Pensions

Historically, the social partners play a role in the Dutch pension system as pensions
are seen as part of the employment agreement. Although occupational pension
provision is generally not mandatory, sector-wide pension schemes often stipulate
compulsory membership that can be approved by the Ministry of Social Affairs and
Employment upon request. 80% of all occupational scheme members are covered by
mandatory sector-wide pension funds. Although there is no statutory obligation for
employers to offer a pension scheme to their employees, more than 95% of employees
are covered (8.5 million people). These second pillar schemes are therefore best
thought of as quasi-mandatory.

Employees can opt to supplement their pension to compensate for a pension deficit
due to gaps in pension accrual. For most employees, participation in a pension scheme
is automatically linked to the contract of employment. Self-employed persons are not
linked to an employer and cannot participate in a supplementary pension scheme.

Insurance schemes (Third Pillar)
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It is possible that people do not receive a supplementary pension from their employer
because there is no obligation for employers to make pension commitments to their
employees. Alternatively, it may be because people have not been engaged in paid
labour or were self-employed. Those people can opt to supplement their AOW benefit
by arranging individual pension provisions, such as life insurances, a fiscal old-age
reserve for entrepreneurs, and endowments.

The Dutch pension system also includes individual pension provisions, either through
annuity insurance or endowment insurance (providing a lump sum), encouraged by
tax reliefs up to certain limits. This third pillar of the Dutch pension system is

relatively small.
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German Pension System

Introduction

Development of IORP / pensional products
Almost 80% of all pension benefits paid out to pensioners from pillar 1,
that means other pillars play a minor role in pension system.

1| IORPs

2|pensional products
Adequency level

Pillar 1: 80% of employees

Pillar 2: 59.5% of employees

Pillar 1: €1,052 for men in the old West German states, and €1,006 for
2|average pension level (EUR/ month) |those in the old East German states, while for women the figures are €521

—

coverage (% population / substantial)

and €705.
Pillar 1 benefits base on average salaries
Gross replacement rate(% individual 50.9
gross earnings) '
4|average wage (USD/year) 50,307
S|average contributions Pillar 1: 19.6% of social security contributions
ages (Current retirement age in 2016
6|for a person who entered the labour 65
force at age 20)

Recent reform (Sep 2015-Sep 2017)

The statutory retirement age is gradually increasing and for those born
1964 or later, the statutory retirement age will be 67. As of July 2014
special length of service pension is paid at age 63 for workers with 45
years of contributions. Beginning in 2016 this age will increase until it
reaches 65 for those born 1964 or later.

1|age

July 2017. The age at which workers may make compensatory payments
(to boost early pensions) decreased from 55 to 50. Compensatory
payments are lump sum or gradual payments that allow workers to retire
contributions early with less or no benefit reduction (normally 0.3% for each calendar
month the pension is claimed before the normal retirement age) by
prepaying their pension contributions.

N

January 2017. Individuals who work after the normal retirement age can
choose to continue making pension contributions for higher benefits.
3|coverage Before, individuals who continued to work after the normal retirement age
did not pay pension contributions. Employers contributed on their behalf,
but the contributions had no effect on the level of benefits.

N

Benefits -
Other -

N

The German pension system is structured similarly to most pension schemes in

developed countries. The system is composed of three elements three pillar-system:
(1) Pillar 1: Statutory Pensions

The German first pillar pension is an obligatory pay-as-you-go system financed by

employees, employers and governmental subsidies. The legal retirement age is 65 for
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both men and women but is scheduled to rise to 67 years over a transition period from
2012 to 2029.

The statutory public pension system represents the largest pension insurance
component in Germany, with almost 80% of all pension benefits paid out to
pensioners originated from this source. The state scheme is financed by a payroll tax
known as "social security contributions". The rate in 2012 is 19.6% of pay up to the
social security contribution ceiling of 74,400€ (West Germany) and 64,800€ (East

Germany).

The amount paid to retirees is based on average salaries. The average monthly
pension received is around €1,052 for men in the old West German states, and €1,006
for those in the old East German states, while for women the figures are €521 and
€705.

Germany's pension system is grounded in a strong public pension pillar. In the past
individuals relied predominantly on pension benefits provided by the statutory

pension insurance.
(2) Pillar 2: Occupational Pensions

Occupational pension schemes are voluntary engagements which have been
introduced in both the public and the private sector. More than 20 million people were
active members in a form of occupational pension.59.5% of employees being active
members in an Occupational Pension. Contribution levels are often determined by
collective agreements. The employer’s contribution depends on plan rules. The
retirement age largely depends on the rules set out in plans. The German occupational
pension markets, employers are free to decide how the occupational retirement

provision is to be structured.
(3) Pillar 3: Private Pensions

Individual private pension plans. In Germany whilst relying on Statutory and
Occupational Pensions, persons may also choose to improve their pension benefit by

investing into a private pension.
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French pension system

Introduction

Development of IORP / pensional products

Both Pillar 1 and Pillar 2 are compulsory pay-as-you-go system.

1| IORPs . . . . .
Rretirement income in France is almost entirely based on compulsory
) system, therefore there is very little room for development fo the funded
2|pensional products pension system.
Adequency level

—

coverage (% population / substantial)

Pillar 1: 100% of working population
Pillar 2: 59.5% of employees

[\

average pension level (EUR/ month)

total average gross amount is EUR1,344 (2015)

Pillar 1 benefits

the 25 best-earning years

Gross replacement rate(% individual
£ross earnings)

60.5

N

average wage (USD/year)

40,038

N

average contributions

Pillar 1: social tax on income (2016: 14.2%) and investments, surplus
sums from the French National Old age Fnd and the proceeds from the
sale of certain state-owned assets
Pillar 2: the point accrual rate * 125%

[o))

ages (Current retirement age in 2016
for a person who entered the labour
force at age 20)

61.6

Recent reform (Sep 2015-Sep 2017)

1|age -
The reference insurance period increases by one quarter per year, going
up to 165 for those born in 1953 and 1954, and 166 for those born

. between 1955 and 1957. The required length of insurance then increases

2|contributions . .
by one quarter for each 3-year period, going up to 172 quarters for those
born in or after 1973. The contribution period need to get a full pension
will increase by one year from January 2019.

3|coverage -

4|Benefits -

5|Other -

I.

Pillar 1: Compulsory basic and additional schemes

Basic schemes:

Such schemes benefit the entire working population (employees in public and

private sectors alike and the self-employed). They operate on a pay-as-you-go

basis and give contributors

the right to a basic retirement pension, calculated by

years of pensionable service. In order to obtain the best possible pension,

pensioners must have contributed for a minimum period.

It 1s funded

predominantly by social tax on income from estates and investments, surplus sums

from the French National Old Age Fund and the proceeds from the sale of certain

state-owned assets.
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The statutory pension insurance scheme is a compulsory basic social security
system, which provides earnings-related benefits for employees in the private
sector. Low-income earners are expected to receive a pension that equals at least

85% of the French minimum wage.

Additional shcemes:

Additional schemes are managed by separate bodies. Contributions to them are
compulsory and enable employees to obtain a pension over and above the basic
pension. They also operate on the pay-as-you-go principle, but calculate pension

sums using a points system.

France operates two separate mandatory supplementary plans: ARRCO
(Association des régimes de retraites complémentaires) for blue-collar workers and
AGIRC (Association générale des institutions de retraites des cadres) for
white-collar workers and management staff. The ARRCO and AGIRC acronyms

designate both the pension schemes.
2. Pillar 2: Funded / Voluntary occupational

To encourage individual savings many companies have set up Company Savings
Plans as a tax-efficient savings product for their employees with the option of an
additional employer contribution. Employers and groups of employers have been
operating an occupational pension scheme, known by its acronym PERCO, since
2003. The plan has to be based either on an agreement with the union or the works
council, or it has to be approved by the employees through a referendum.
Collective agreements determine the coverage of each PERCO scheme. In general,

all employees who have been with a firm for over three months are covered.
3. Pillar 3: personal arrangements

This individual pension insurance plan, known by the acronym PERP, provides
additional retirement income in the form of personal annuities, which are paid out
either when public pension benefits become payable or at the age of 60. Banks and
insurance companies have offered PERPs since 2004. PERPs are of the defined
contribution type of pension savings plan. Benefits are usually paid out as annuities,
though they may take the form of a lump sum if savings are used to purchase a

primary residence.
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Bulgarian pension fund system

Introduction

Development of IORP / pensional products

Pillar 2 & 3 the collective membership and net assets for the third pillar

1{ IORPs were 605,705 and BGN 851M, which is pretty small compare to Pillar 1,
which means pillars other pillar 1 play a minor role in pension system.
2|pensional products
Adequency level

—

coverage (% population / substantial)

Pillar 1: 100% of workers

[\

average pension level (EUR/ month)

Pillar 1: public social insurance minimum pension is EUR 100 (Oct 2017)/
maximum around EUR 420.

Pillar 1 benefits

national average monthly insurable income for the 12 months preceding
retirement is calculated and reported by the National Social Security
Institute

Gross replacement rate(% individual
£ross earnings)

29.5 (2013)

N

average wage (USD/year)

6,384

N

average contributions

Pillar 1: 12.8% of'social security contributions, plus the state ays
contributions equal to 12 % of the total insurance income of all insured
persons
Pillar 2: 5% of social security contributions

[o))

ages (Current retirement age in 2016
for a person who entered the labour
force at age 20)

65.7

Recent reform (Sep 2015-Sep 2017)

1|age -
2|contributions -
3|coverage -
June 2017. The minimum pension figure will rise from 161 BGN (€82) to
4|Benefits 180 BGN (€90) as of 1 July 2017 and then to 200 BGN (€100) as of 1
October 2017.
5|Other -

accounts

. Pillar 1: Mandatory earnings-related social insurance program and individual

Mandatory social insurance program

It is essentially based on a pay-as-you-go principle. The maximum pension is fixed

at 35 percent of the maximum insurable income (35% of 1,200 EUR in 2014).

It is financed through contributions from employers and employees, as well as

through transfers from the State budget, which are regarded as insurance periods.

Since 2009 the State has become a “third insurer” and pays contributions equal to

12 percent of the total insurance income of all insured persons. In addition, the

State has the obligation to cover any remaining financial gaps and deficits of the
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public pension system.

The contribution rate for pension (without the State contribution) is 17.8% of the
gross insurable income. For persons born after 1959, the contribution rate for first
pillar is 12.8% and 5% are transferred to the second pillar. In 2014, the statutory
retirement age is 63 years and 8 months for men and 60 years and 8 months for
women. The required length of service is 37 years and 8 months for men and 34
years and 8 months for women. Insured persons who do not meet the qualifying
conditions may still be eligible for old-age pensions at age 65 and 8 months (both

men and women) with the completion of a 15-years insurance period.

Mandatory individual accounts

Known as the additional mandatory pension insurance, it is based on individual
retirement savings accounts managed by licensed private pension insurance
companies. Pension insurance companies are obliged to achieve a minimum rate of
return when managing fund assets, which is determined by the Financial

Supervision Commission at the end of each quarter.

Two funds were set up under the second pillar — a Universal Pension Fund (UPF)
and a Professional Pension Fund (PPF). The UPF was set up for the younger
generation only, born after 31 December 1959 and the PPF — for those working in

difficult and hazardous conditions.
Pillar 2: Voluntary occupational accounts

The coverage is determined by collective bargaining agreements or collective
employment contracts. Voluntary schemes provide benefits in the form of
fixed-term pensions, lump-sum payments or phased withdrawals to participants
when they reach the age of 60. Voluntary occupational schemes are managed by

pension fund managing companies.
Pillar 3: Voluntary individual

Voluntary personal schemes are fully-funded defined contribution schemes with
individual accounts. Contribution levels are freely determined in a contract
between the pension fund managing company and the contributor (an individual or
an employer). The average monthly contribution is EUR 24. The pension fund pays
out benefits either in the form of a lump sum, phased withdrawals or periodic
payments.
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