ANNEX
Parametric Reformsin the
Public PAY GO Pension Programs"
1995 - 2016

This document compiles the main parametric reforms (approved or under discussion)
introduced between 1995 and 2016 in the new reformed pension systems with public
PAYGO programs and the unreformed public PAYGO programs.

! Document prepared by FIAP based on information frdifferent specialized pensions media, consultimps,
international agencies and press reports. We atefgt to FIAP member associations for the infoioraend comments
provided.



l. Description of some parametric reforms introduced or approved (2009-
December 2016 period)

A. Africa

CapeVerde
e Social Security contributions increased as of Adribm 15% to 16% of the gross wage for
employers; and from 8% to 8.5% for workerSourceGlobal Retirement Update AQNDate: May 2016).

Kenya

e On December 24, 2013, the Government signed themdtSocial Security Fund (NSSF) Law
No. 2013, which increases the contribution ratevofkers and employers from 5% to 6% of the
employee’s gross salary, respectively. Accordm@vailable information, the change should
have been implemented as of January 1, 2014, suhda been postponed to May 31, 2014.
Further detailfere (Sourcewww.towerswatson.conDate: 29.01.2014).

M adagascar

e On July 2, 2013, the National Social Security Figslied éDecreeimmediately increasing the
retirement age for women from 55 to 60, makingita to the retirement age for men. Women
can still retire at 55, but with a reduced statespan. The law came into effect on July 16, 2013
(see officialCircular). (Sourcewww.mercer.comwww.cnaps.mgDate: 18.10.2013).

M or occo

« A law that gradually increases the retirement agenfen and women from 60 to 63 by 2022,
was passed in March 20X Bource:Global Retirement Update AON; Date: July 216

B. Latin America and the Caribbean

Brazil

« At the beginning of November, 2015, President DilR@usseff vetoed aspects of Law 13.183
that creates new alternative rules of retiremefiom now on, rule 85/95 is in force, allowing
workers to retire without the reduction applied floe safety factor in place until now (formula
applied to the value of the pension, which takés &ccount the number of years of contribution,
the age and the life expectancy of the insuredyiddmule 85/95, the sum of the retirement age
and the number of years of Social Security contidims must be 85 for women and 95 for men.
The law, already published, includes an increasenef point every two years in the rule, from
2018 to 2026, when the formula will change to 90/1®0 points for women and 100 for men).
The minimum contribution period will remain unchadgat 35 years for men and 30 years for
women. This 85/95 progressive rule is expectedate sip to USD 16,386 million in pension
expenditure by 2016, i.e. savings equivalent to%0.58f the country’'s GDP.(Source:
www.reportesur.infphttp://mundo.sputniknews.cqgrbate: 05.11.2015).

Costa Rica

» A reform of the special pension regimes paid fréwa public budget was approved on August
16, 2016, increasing the retirement age from FtESourcewww.laprensalibre.cojn




Curacao

On February 26, 2013, the country's Parliamentamut the following changes to its public
PAYGO system: (i) An increase in the retirement fogeaccessing the basic State pension from
60 to 65 (for workers aged 55 or less) ; (ii) Anrigase in the contribution rate from 13% to 15%
of the worker's salary (the two additional percgatpoints are entirely funded by the employer);
(i) An increase in the maximum annual salary withich a person is eligible to access the
basic State pension, from ANG 93,000 (approx. UBI[D0O0) to ANG 100,000 (approx. USD
55,000), which implies a more generous minimum jpengiv) Increase the minimum number
of years of contributions required for a full pasi from 45 to 50 years; (v) The basic State
pension will be indexed only if there is real aninegonomic growth of at least 1%, as opposed
to automatic indexation in accordance with inflafiamplying that there will be greater
restrictions in the granting of basic pensions.e Tdw approving these new changes became
effective on March 1, 2018Sourcewww.ssa.goy) Date: March 2013).

Ecuador

The Labor Justice Law, which amends the countrgledr Code, was passed last April 5. Three
provisions of the Law refer to pensions. (i) Cogeraf the public PAYGO system is extended
to unpaid housewives. Once implemented, female reesnkwill contribute to the system
according to their family income, as a percentagthe Unified Basic Salary (SBU), which is
currently US$ 354 per month. Female members mayasn old-age pension once they turn
65 and have paid in at least 240 contributionsy@&rs of membership). The requirements for
qualifying for a disability pension vary according age: for women between 15 and 25, a
minimum of 6 monthly contributions are required,endm|s women over 46 must have at least 60
monthly contributions. (ii) Tthe government's matay 40% contribution to the old age,
disability and survival insurance is eliminated. @e other hand, the Government will only
contribute when the Ecuadorian Institute of So8eturity (IESS) does not have the resources
to meet its obligations in the payment of socialusity benefits. This measure in particular has
generated much controversy in the country, sinfmojtardizes the financial sustainability of the
public PAYGO system. Among the proposals for cowgthe shortfall generated by the absence
of the government contribution, are increasing rétirement age, increasing the contribution
rate of workers and employers, and reducing thel lef/benefits. (iii) The law provides for the
modification of the indexation of benefits methamtpt. Since 2010, the adjustments in benefits
ranged from 4.31 to 16.6%, depending on the leVebemefits (with lower-income retirees
receiving the largest adjustments). From now ongfits will be adjusted only by the average
rate of inflation of the previous yedsourceSocial Security, International Update, May 215

Guatemala
e As of January 1, 2011, some modifications to thblipuPAYGO system became effective,

among them: (i) An increase in the minimum retirainage from 60 to 62 for new workers

entering the labor market; (ii) An increase in thenimum number of years of contributions

required for accessing a pension, from 15 to 20thé meantime, all workers covered by the
system to December 31, 2010, may retire at agal6@ugh the minimum number of years of
contributions required of them for accessing a wenwill be increased by 1 year for each year,
to finally reach 20 years in 201&ourceinternational Update, Social Security Administratitarch 201).

Guyana
e On June 1, 2013, the contribution rate to the puBIAYGO system financed by workers

increased by one percentage point, from 5.2% t@&Psalary for dependent workers, and from
11.5% to 12.5% of salary for self-employed workétise contribution rate financed by
employers remained unchanged at 7.8%). Furtherrmomrder to protect low-income workers,
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the Government will subsidize the increase in thetribution rate of workers with a monthly
income of less than GYD 50,000 (USD 243)(Source: International Update, Social Security
Administration, June 2033

Nicaragua
» Executive Decree No. 39-2013 was published on Dbeer20, 2013t reforms the Nicaraguan

Social Security Institute (INSS) Law, which is thegal framework of the country’s public

PAYGO system. The plan includes:

() A gradual increase in the employer’s contributiate, from 7% in 2013 to 10% in 2017 (it
will increase by one percentage point (pp) in 2ahd 2015, and by 0.5 pp in 2016 and
2017). Although the contribution rate for workerdl wemain the same, at 4%, by 2015 the
contribution tax ceiling for both workers and emyos will almost double to NIO 72,140
(approx. USD 2,816) per month. As of 2016, the N&ill adjust the tax ceiling on the
basis of the average salary of all workers enrahetie INSS.

(i) A change in the formula for calculating benefits; dbout 25% of workers enrolled in the
INSS (those who earn more than NIO 7,000, appr@dD 272 per month). The changes to
the formula will result in lower benefits than teosbtained under the previous rules
(analysts estimate that these workers will haverddk 8 years more to maintain the same
level of benefits).

(iii) Calculate minimum pensions based on the averageysahd not the minimum wage
(studies have shown that the 135% jump in the minimvage in the last five years has put
intense pressure on resources in the INSS fordkeaouple of years).

The Government expects that with all these measiimesINSS can project its sustainable

existence to at least 2036. The Government didormpose rising the retirement age, which is

currently 60, nor the number of weeks of contribosi (750). The IMF has proposed that

Nicaragua should increase the retirement age frorto @5 and double the number of weeks of

contributions from 750 to 1,500 (increasing from4ltb 28.84 years), and reduce informality in

its labor market, which is currently at 70%. Thégmient receives low wages, does not have
access to social security and remains below therpothreshold, according to official figures.

(Sourceinternational Update, Social Security Administrati&eb. 2013

St. Maarten

e The age for accessing a State pension (PAYGO)imilease from 60 to 62 as of January 1,
2018.(Source:Global Retirement Update AON; Date: July 2P16

C. Asa- Pacific

Audtralia

e The rate used for calculating revenue from findngiaestments for the payment of State
pensions dropped as of November 4, 2013. For despensioner with income of up to AUD
46,600 (approx. USD 41,246), and for couples wittbme of up to AUD 77,400 (approx. USD
68,507), the rate used will drop from 2.5% to 2.p% year. For incomes exceeding these
thresholds, the rate will drop from 4% to 3.5%. $hibtate pensions will become more
generous. The estimated income is added to otheces® of income and is then used to calculate
the pension rate of the individual or coup{8ourcewww.mercer.comDate: 04.11.2013).

e On May 13, 2014 the government presented its 200¥s-Budget to Parliament, which affects
many social programs, including pensions. Propdsatie budget related to pensions include
the following:

(i) Gradual increase in the retirement age to 70 b 2fa8 those born after July 1, 1958.



(i) Change the indexation method. Currently, twice @r y&rst-pillar pensions (Age Pensfn
are adjusted to changes in the consumer price if€eR, the beneficiary living cost index;
and the male total average weekly earnings. Beggnimi September 2017, the Age Pension
would be adjusted to the CPI only, twice a year.

(i) Tighten the asset test to access an Age Pensiarer@ly, the asset-test thresholds for the
Age Pension are AUD 46,600 (USD 43,982) for a singerson and AUD 77,400 (USD
72,902 for a couple and are indexed annually to changethé CPI. Beginning in
September 2017, the budget proposal lowers thosshblds to AUD 30,000 (USD 28,257)
and AUD 50,000 (USD 47,094), respectively, and iaintains the same value (no
adjustment) for 3 yearsSdurce:Social Security, International Update; May 214

Azerbaijan

» On October 27, 2008, the Legislature approved araifying the country’s social security
program by gradually increasing the retirement fageaccessing a full pension. As of January
2010, the retirement age will increase by 6 moetsh year until it reaches 63 for men and 60
for women. Men currently retire with a full pensiat age 62 and women at 57. The
Government also announced that there will be nal leglexing of pensions in 2010 due to the
negative rate of inflation expected for 2009 (bdsedre adjusted annually in proportion to the
changes in the consumer price index of the previmex). (Source:International Update, Social
Security Administration, Dec. 2009

e On August 28, 2013, the State Social ProtectiordH8SPF) announced plans to modify the
distribution of contributions to mandatory socia@surance. The total contribution rate is
currently 25%, of which 22 percentage points (p@ financed by employers and 3 pp by
workers; the proposal stipulates that now employeitk finance 18 pp and workers 7 pp,
maintaining the total contribution rate unchangite SSPF aims to introduce the change at the
end of 2013. Further detaligre.(Sourcewww.mercer.comDate: 12.09.2013).

Kazakhstan

e On June 21, 2013, the President signed a pendimmréaw which stipulates, inter alia, that: (i)
11 pension funds (10 private funds and the Stateaged GNPF) will merge into a state-
managed Unified Accumulation Pension Fund (UAPe TAPF will operate in the premises
of the former GNPF; (ii) All investments will be der the custody of the National Bank of
Kazakhstan; (iii) Men and women will retire at tteme age (the retirement age for women wiill
increase from 58 to 63 years, at the rate of 6 hwoper year starting in January 2018); (iv) The
retirement age for workers in industries with hedwy and hazardous working conditions will
be reduced from 58 to 50 and employers must cart&ib additional percentage points (pp) to
their accounts (starting on January 1, 2014); (wr€é will be a Pension Assets Management
Board, supervised by the President of the Repubtiich will act as an advisory and consulting
agency, among other matters, to propose the lifihahcial instruments in which the UAPF’s
resources can be invested; and (vi) the guararfteeiromum return on investment remains
unchanged. The Government will also consider dlewing modifications at a future date: (i)
Increase the mandatory contribution rate to the BA®mM 10% to 15% (the increase will be
funded by the employer); (ii) The State will fin@nthe contribution of 10% in the case of
female employees on maternity leave (it currentlly dinances 4%). Ordinance No. 356 of the
President of the National Bank of the Republic aizKkhstan, dated September 24, 2013,
approved the reception-transmission calendar fer glension assets and liabilities of the

2 Age Pension is a non-contributory pension, finaneetirely by the State, seeking relief from poydar the elderly. To
qualify for this benefit, the retiree must meet exiess of requirements: legal retirement age, astléayears of
contributions and meet the test of value of itets@he value of the assets held must not excertgire limits).

3 At the exchange rate on 30.06.2014 of 1 USD= AUIB17.



Accumulative Pension Plans (AFPs) within the framewof the agreement on pensions in the
UAPF. Thus, the transfer of pension assets framRFs to the UAPF began as of October 11,
2013. It is expected that all procedures concertiirggopening of individual accounts in the
UAPF, the registration of pension savings in indi)l accounts and the transfer of investment
portfolios from the APFs, should be finalized byriA014. (Source: FIAP based on information sent
by GNPF; www.worldfinance.com www.ssa.goy www.enbek.gov.kz www.mercer.com www.afn.kz Date:
November 2013).

Oman

e On November 3, 2013, the Public Authority for Sb&acurity of Oman announced a series of

amendments to the public PAYGO system, includimgdases in contribution rates and changes

in the way in which benefits are calculated. Theeadments, which came into effect from July

1, 2014, include the following changes:

() The social security contribution rate (which in@sdhe financing of the of old-age pension
and disability and survival benefits), will increasr both workers (from 6.5% to 7% of
their gross salary) and employers (from 9.5% t®%0of the gross wage of the worker),
and the State (from 4% to 5.5%), totaling an inseeaf 3 percentage points (from 20% to
23% of the gross wage of the worker).

(i) The accrual factor used for the calculation of afg pensions will increase. Hence, old-age
pensions will now be calculated on the basis o%3d the average wage of the worker in
the last 5 years of work, multiplied by the totalmber of years of contribution (the
accumulation factor was formerly 2.5%). This metireg the old age pension granted by
the State becomes more generous.

(i) The minimum old-age pension will increase from ONIBO (approx. USD 390) to OMR
202.5 (approx. USD 527) per month. Furthermoresipes higher than OMR 202.5 will
increase by 5% (the maximum old-age pension remaickanged at 80% of the worker's
salary at the time of retirementlource: Global Social Security Newsletter, PricengouseCoopers
(PwC); www.mercer.comDate: 04.11.2013).

Philippines

On October 10, 2013 the country’s Social Securitgt&n (SSS) reported that the contribution
rate to this program will increase from 10.4% t&4lads of January 1, 2014. Of this 11%, 7.37
percentage points (pp) will be financed by the ey and 3.63 pp by the worker. This
measure would enable extending the life of the &dsecurity Fund (SSF) for 4 years (from
2039 to 2043). Further detalgre (Sourcewww.mercer.comDate: 15.10.2013).

South Korea

The Government will gradually raise the standamaecurity retirement age from 60 to 65 by
2033. This measure was adopted in 2013 and willecorto effect as of January 2016 in all
public companies and private enterprises with ntbam 300 employees. All other enterprises
must comply with the measure as of January 1, 2(8olirce Towers WatsonDate: 04.11.2015).

Vietnam
e The new Social Security law came into effect onuday 1, 2016. It: (i) extends coverage; (ii)

increases the taxable base income for paying danitons; (iii) gradually increases the number
of contributions required for accessing and old agesion (15 to 20 years for men); (iv)
changes the formula used for calculating benefitsking them less generous (reduces the rate
of increase in pensions for each year of contritmgtiafter 15 years of service, by 1 percentage
point; change in effect as of 2018), and (v) img®the protection of workers’ rights. This is



D.

the first phase of the reform of the social seguatv; the second phase will be implemented in
2018. According to an ILO report, social securdgerves would be exhausted by 2027 without
a reform. (Source: SSA Social Security Internatidizdate; Date: January 2016).

Europe

Andorra

On July 16, 2013 the Cabinet approved a seriehafiges (which will be implemented as of
January 1, 2014) to the country’s public PAYGO egst in order to make it financially
sustainable. According to the Government, if no ifiations were made, the pension system
would be in deficit as of 2017. Some of the chargigsilated in the law are the followihdi)
The contribution rate for an old-age pension willrease by 1 percentage point for the worker
(to 3.5%) and the employer (to 8.5%); whereas traribution for financing the other benefits
will be reduced by 1 percentage point for the woike 2%) and the employer (to 6%); (ii) The
minimum number of years of contributions will inaee from 13 to 15 years; the age limit for
obtaining a deferred pension will be abolished; tiedearly retirement age will increase to 61;
(iii) Pensions greater than 150% of the monthlyimim wage will be reduced (approx. 1,443
EUR or USD 1,914), and the complementary pensiortHe spouse will also be eliminated;
and (iv) Benefits will be adjusted on the basisacfombination of changes in the consumer
price index, wages and a sustainability factoridrétetween contributors and pensioners),
which will make the benefits provided less generthen before. (Source:www.ssa.goy Date:
August 2013).

Belgium
e On January 1, 2013, new measures came into effidictragard to the early retirement age,

which will progressively increase from 60 to 62 ngeaf age between 2013 and 2016, and the
number of years of work required for such earlygi@m which will increase from 35 to 40
years within the same period (the normal retirenagyat is 65 for men and women, with at least
45 years of contributions). (Sourceww.issa.int Date: January 2013).

New regulations came into effect as of October @3 which define the payments that are
subject to social security (public PAYGO systenmyl éhat therefore form part of the definition
of "taxable income" from now on: (i) Monetary compation to workers by their former
employers (by virtue of agreements concluded betwide parties),during the 12 months
following the termination of the employment contrdg (ii) The monetary compensation for
“indemnities" for retail sales personnel (referredas "clientele indemnity" in the Belgian
legislation (see detailserg, as well as those for "compensation” for breathamtract by the
employer. (Source: Global Social Security Newsletter, PridentzouseCoopers (PwC); Date: December 2013).

Belarus

On September 3, 2013, the President of the Repsigied adecreg(Russian) that increases the
minimum contribution period for qualifying for andoage pension in the public PAYGO
system, from the current 5 years to 10 years, suneghat will come into effect on January 1,
2014. According to the Government, the change isessary for improving the long-term

4 At present, and until December 31, 2013: (i) Woskeain choose between 3 levels of contribution fatetheir old age

pension: 2.5%; 5%; or 7% of gross salary (for teadfits of disability, survival, disease, materratyd work accidents,

the contribution is 3% of gross salary); (i) Empdos contribute 7.5% of the gross salary of thekeoto the old-age

pension, and 7% for other benefits (there is naeStantribution); (iii) The full old-age pension paid at 65 with a
minimum of 40 years of contributions (the reduceshgion applies with at least 13 years of contring); (iv) Early
retirement is allowed from age 58 with 40 yearsaiftributions, and deferred retirement is allowpda72 years of age.
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sustainability of the country’s public pension eyst in view of the rapid aging of the
population. Further detailgere (Sourcewww.nalog.by www.mercer.comwww.ssa.goyDate: 04.09.2013).
On April 2016, it wasdecreedthat as of January 2017, the retirement age vg#l gradually
from 60 to 63 for men and from 55 to 58 for wombkw,6 months per year over a period of 6
years. The decree also calls on employers and weorie participate in voluntary pension
schemes(Source: Global Retirement Update AON; Date: AR€ILL6).

Bulgaria
e On July 28, 2015, Parliament passed a pensionmystf®rm law that increases the retirement

age, the contribution rate and the number of ye&rsontributions required for obtaining a
pension. The law also changes the status of squttadaccounts from mandatory to voluntary.
These changes are designed to make the PAYGO pnograre sustainable. The deficit is
expected to drop from an estimated 2.4% of GDP(Qh52to 1.2% of GDP by 2037. A law
passed in 2012 had gradually increased the stamdtredment age for men and women (to 65
and 63, respectively) and the number of years ofritmutions required for a pension to 40 and
37 for men and women, respectively, by 2017. Naglels, there were no increases in these
parameters in 2014 and 2015. Hence, the new lawmes the gradual increases in 2016, at a
slower rate (ending in 2029), making the retiremage for men and women equal at 65, by
2037. Thereafter, the retirement age will be linkedhe increase in life expectancy. Workers
with insufficient contributions will be allowed ttake early retirement at 65 years and 10
months, until 2016, increasing gradually to 67 geairage as of 2017. The new rules also: (i)
increase the overall old age, disability and swavoontribution rate (employer + employee) by 1
percentage point per year in 2017 and 2018, frorB% 7o 19.8% of the gross salary of the
worker; (i) allow workers born after 1959 to switérom the second pillar individual accounts
program to the first pillar PAYGO program as oftams they please, until 5 years before
retirement (new workers entering the labor markiat iail to make a choice are automatically
assigned to the PAYGO program). (Source: Social®gcinternational Update; Date: August
2015).

Croatia

On December 13, 2013, the Legislature approveéémsion Insurance Act, which provides for:
(i) A gradual increase in the retirement age frdn@ 67 by 2038 (between 2014 and 2030, the
retirement age will remain unchanged at 65 yeawrgef but as of January 2031, it will increase
by 3 months per year until 2037, reaching 67 yehege by January 1, 2038); (ii) An early old-
age pension for workers with at least 41 yearsofise at age 60 (as of January 1, 2014, they
can retire without their pensions being reduceéggurcehttp://macedoniaonline.guDate: 15.12.2013).

On April 2016, a reform came into force to accekeihe increase in retirement age; now the
retirement age will increase from 65 to 67 yeamnfrJanuary 1, 2028, 10 years earlier than
originally stipulated(Source: Global Retirement AON Update May 20kifp://www.total-croatia-news.coi/

Czech Republic
e Changes to the social security system came ingztedin January 1, 2010. The main changes are

as follows: (i) A gradual increase in the retiretnage to 65 for women without children and

® Belarus’ PAYGO pension system covers all employedividuals with permanent residence in the coumtng is
financed with a worker contribution of 1% of grasdary, and a variable employers contribution, depey on the sector
and industry concerned (most employers contrib88 &f the worker's salary). The retirement ageQis®8 men and 55
for women. The full pension is paid against 25 gezfrcontributions (men) or 20 years (women), whitetial pensions
are paid to individuals with fewer years of contitibns. Those who do not work are not eligibledoeive social security
benefits, but men over 60 and women over 55 cagivea state-financed non-contributory social secbenefit.



men, by 2028 (in 2010 the retirement age was 68sy&ad 2 months for men, and®®il years
for women, depending on the number of children)m&an with children may retire between 62
and 65, depending on the number of children; (igradual increase in the number of years of
contributions required for a full old-age pensifrom 25 to 35 by 2019; (iii) An increase in the
maximum taxable income from 48 to 72 times theamati average monthly wageSource:
International Update, United States Social Secuininistration, January 2010

On September 12, 2012, the President approved amdment to the Pension Act, which
temporarily modifies the method of indexing old-agervival and disability pensions of the
public PAYGO system, in order to make them lesegaums and help to reduce the fiscal deficit.
From 2013 to 2015, pensions will be adjusted autmaldy by 33.3% of the variation in the CPI
and 33.3% of the growth of the average wage (fagmmensions were adjusted only according
to the change in the CPI and by 33.3% of the gravftthe average wage)Source:International
Update, United States Social Security Administratidov. 2012.

Denmark

e In late 2015 and early 2016, reforms that delagditeon from work to retirement stage were

implemented. Reforms include: (i) increase of thendatory retirement age by one year, from
67 to 68, for everyone born from 1963 onwards; feiadjustments to the retirement age will be
automatic (increase of one year every 5 yearskemgent stipulates that duration of old-age
pensions should be about 14.5 years, based onifth@Xpectancy of a person at 60; (ii)
prohibition of incorporating a mandatory retiremege in existing and future employment
contracts10¢Source: Social Security International Update; DAl 2016).

Estonia

A law that reduces the contributions financed hg tmployer to the second mandatory
individual accounts pillar and increases the cbations to the first public PAYGO pillar until
2011 came into effect On June 1, 2009. Workersatsmchoose to reduce their contributions to
the second pillar during this period. Under theshew, the employer’s contribution rate to the
second pillar will be 0% until 2010, will rise t&®in 2011 and will then remain stable at 4% in
2012. Since the total contribution rate financedheyemployer (20% of the worker’s wages, the
sum of the contributions to the first and secoridus) remains constant, the contribution rate to
the first pillar will increase to 20% in 2010, atiebn drop to 18% in 2011 and to 16% in 2012.
Workers who opt to reduce their contribution rabettie second pillar in this period, will
contribute 0% until 2010, 1% in 2011, and 2% in 20&inally, workers who decide to continue
paying contributions during this period will receis 6% employer’s contribution to their second
pillar individual accounts and 14% to the first t8tpillar from 2014 to 2017. However, this
measure may be postponed for a year if the GDPthrmate falls below 5%. Under the previous
rules, employers contributed 4% to the second rpitidividual accounts and employees 2%,
totaling 6%.(SourceUnited States Social Security Administration pudtion International Update, August 2009
On April 7, 2010, the Legislature passed a law willitgradually increase the retirement age for
men and women to age 65 by 2026, starting in 20d&n can currently retire at age 63 with at
least 15 years of contributions and women at 60 @Gnahonths with at least 15 years of
contributions. (The retirement age for women isdgedly increasing by 6 months each year
until it equals the retirement age for men at 62046). The law also requires the Government
to carry out a study in 2019 to determine whetlgliteonal measures may be necessary, such as
a greater increase in the retirement age to enfgresustainability of the pension system.

®The mandatory retirement age for women withoutdrkih is 57, according to the rules and regulatmi® to these
reforms.



(SourceUnited States Social Security Administration pudiion International Update, May 2010

Finland

e On September 26, 2014, the Government and repedsest of society reached an agreement to
reform the pension system as of 2017. The chamghsdie the gradual increase in the minimum
and maximum retirement ages, as well as a changbeirformula for calculating old age
pensions. The minimum retirement age would incrégs8 months per year, from 63 to 65 in
2025. At the same time, the maximum retirement @&geld increase from 68 to 70. This
measure would only affect those who were born iB516r later; the minimum and maximum
retirement ages remain at 63 and 68 for people before 1955. Additionally, from 2025
onwards, the retirement age will be adjusted adogrdo life expectancy, so that the ratio
between the number of years of work and the tinretinement will remain at the level existing
in 2025. Every 5 years checks will be performecetsure that this ratio remains constant;
otherwise the necessary adjustments to the retireage will be made. Regarding the formula
for the calculation of benefitsthe discount factor on income throughout workiife will be
standardized at 1.5% and income earned from thefagé will be considered. Another one of
the proposals is to gradually increase the jointkedemployer contribution from 23.3% to
24.4% for workers under the age of 53. The Govenirhepes that these changes will help
public finances onto a more sustainable path, whiteriding suitable benefits to retirees. The
next step is to submit a bill of law to Parliamehis expected to be ready in 2015. The reform
should come into effect as of 2013ourceSocial Security International Update, Nov. 2p14

e On Febrary 2016, the parliament approved a graidaatase in retirement age: as of January
2017, the minimum retirement age will increase fig®#rto 65, at a rate of 3 months per year; the
maximum age will also increase, from 68 to 70hat $ame rate. The minimum and maximum
retirement ages will subsequently be indexed ® difpectancy, with maximum increases of 2
months per year(Source: Global Retirement Update AON; Date: ARELG).

France®

e On October 27, 2010, the French National Assenihblliy approved the pension reform Bill of
Law that increases the minimum retirement agerffen and women) from 60 to 62 and the age
for receiving full retirement benefits (for men awdmen) from 65 to 6 {Source:Progress of the
Pension Funds No. 2, 2010

e On 21 December, 2011, the Legislature approvedvalae accelerating the increase in the
retirement age that had been previously approvethenpension reform in 2010. The new
legislation stipulates that the retirement agenfien and women will increase by 4 months per
year, from 60 to 62 (in the case of the reducely gansion), and from 65 to 67 (in the case of
the full pension), one year prior to the date $éfmd in the Law of 201QSource:Progress of the
Pension Funds No. 1, 2012

e On December 18, 2013, the National Assembly apptaveeform of public pensions that

" At present, the formula for calculating pensionsthie average annual income multiplied by the distdactor,
multiplied by a coefficient of life expectancy.discount factor of 1.5% for the income receivezhfrl8 to 52 years of
age is currently applied; and 1.9% for the incosmeived from 53 to 62 years of age and 4.5% fasrimereceived from
63 to 67 years of age. With the new formula, a dideount factor of 1.5% will be applied.

8 With the reforms approved to 2013, the number @fryef contributions required for people born ptwmrl952 to be
able to take normal retirement is 164 quartersyT™i#l be able to retire between the ages of 60 @&diepending on
when they meet the required contribution term. Rebprn after 1955 will require 166 quarters of trifutions to take
normal retirement, according to the latest refofr@@i1, between 62 and 67 years of age (gradustdse between 2017
and 2022). Early retirement for those born priol®52 is at the age of 60 if they do not qualify dofull pension under
the General Regime and quarterly reduction coeffits are applied. For those born after 1956, tiseaie early retirement
option at the age of 56, which is intended for ¢hwsth long-term contribution careers and who, agother aspects,
meet the conditions for a full pension under thexéal Regime and started working before the age8of43 years of
contributions as of 2012). Sourcgocial Security Magazine “Pensions in Europe: m&\oé countries”, July 2013.
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primarily adopts the following measures, among &thé) The contribution rates for workers
and employers will gradually increase by 0.3 petags points (pp) by 2017 (0.15 pp in 2014,
and in 0,05 pp per year from 2015 to 2017; the ridmution rates were previously 6.75% for
workers and 8.4% for employers); (i) The numberyefirs of contributions required for
accessing a full pension will increase gradualgnfr41.5 years to 43 years in the 2020-2035
period (a law promulgated in 2003 raised the cbatidn requirement from 40 to 41.5 years by
2020); (iii) As of 2014, most of the benefits wilé indexed to changes in the cost of living in
October of each year (the minimum retirement béméfi be adjusted twice a year (in April and
October); the benefits were previously adjustedeoacyear (in April). Further detailsere
(Sourcewww.ssa.goyDate: January 2014).

Germany

e As of 2012 the official retirement age will increagradually from 65 to 67 (for men and
women) by 2029, ("Law of adaptation of the pendimsurance retirement age", approved on
March 9, 2007). Individuals born in 1947 will retin 2012 at age 65 and one month in order
to guard against reductions in the amount of thesip@. The retirement age will increase by
one month per year until 2023 and two months par petween 2024 and 2028ource:Labor
and Social Affairs Commission, Informative Note, fefa2007.

e Asof January 1, 2016, the tax ceiling for old adjeability and survival pensions will increase
from EUR 72,600 to EUR 74,400 in Western Germaimppax. USD 79,562 to USD 81,534)
and from EUR 62,400 to EUR 64,800 in Eastern Gegnr@pprox. USD 68,384 to USD
71,0143. (Source:AON Global RetirementUpdat®ate: September 2015).

Greece

e On June 25, 2010, the Government approved a refbthe public pension system, which, inter
alia: (i) increases the minimum early retiremerg §@m 53 to 60; (ii) increases the retirement
age for women from 60 to 65 in 2013, equaling #t@ement age for men (beginning in 2020,
the retirement age will be adjusted every 3 yeacomling to changes in life expectancy); (iii)
increases the minimum number of years of contrilmgtifor qualifying for a full pension from
37 to 40 by 2015; (iv) freezes pension amounts éetw2011 and 2013; (v) changes the formula
for calculating benefits; as of 2014 pensions Wwél indexed according to the variations of the
CPI and will be calculated considering the averagkary of the entire professional career
(instead of considering the 5 years of best saani¢he last 10 years prior to retiremergpurce:
International Update, Social Security Administratidugust 201D

e At the end of June 2011, the Government approvadgds to the social security system as part
of its 5 year austerity plan (2011-2015) for assyirioans for about EUR 12 billion (US$ 17
billion) and being able to meet its debt obligatiolVith regard to pensions, the changes: (i)
Increase the means testing of solidarity pensi@i)sReduce lump sum pension payments to
civil servants by at least 10% as of 2011; (iiixé&hd the freezing of public pensions, from 2011
to 2015; (iv) Reform the disability pension syst@morder to reduce spending on disability
benefits through more rigorous medical certificasio (Source:International Update, Social Security
Administration, August 2001

¢ In November 2012, this country's Legislature apptba series of pension reforms (among other
laws), as a precondition for the monetary aid age® for EUR 49 billion (approx. USD 64
billion). The new measures concerning pensionstibgan to be implemented as of January 1,
2013, include: (i) increasing the mandatory reteetrage for obtaining a full pension from 65 to
67 (as of 2020, the legal age will be automaticallijusted according to the increase in life
expectancy every 3 years); (ii) Reduce monthly jperssthat exceed EUR 1,000 (approx. USD
1,299), between 5% and 15%, depending on the indevet (the general freeze on the level of

° At the exchange rate used to 30.12.2015: 1 EUR$5B9 USD.
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pensions, which began in 2011, will be maintainadl 2015); (iii) Reduce by up to 83% the
bonus paid to public-sector employees earning tlegs EUR 2,500 (approx. USD 3,247) (in
2011, bonuses for workers in this sector with higdges were eliminated)Source:International
Update, Social Security Administration, Dec. 212

e During May and June, the parliament enacted assefitax and pension reforms to secure loans
from global creditors worth USD 11.5 billion. Theeasures are part of the bailout program
agreed to last year with the EU, the European @eBank and the IMF. These policies are
aimed at generating a budget surplus in 2018 athatieg pension spending to 15% of GDP by
2019. The pension reforms implemented were: (iyadgal phasing out of the means-tested
social solidarity benefit (EKAS) by 2020 for appimately 380,000 low-income pensioners; (ii)
a reduction in benefits by as much as 40% for theraimately 200,000 pensioners who
receive pensions of more than €1,300 (US$1,453patm (iii) the introduction of a national
flat-rate minimum pension of €384 (approx. USD 4B&) month for workers who have at least
20 years of contributions at the normal retiremage of 67.(Source:International Update, Social
Security Administration, June 20116

Hungary

e On May 11, 2009, the Legislature passed a publitsipa reform package, which mainly
established the following measures: (i) Gradualilyréase the retirement age from 62 to 65 by
2022 (this change affects workers born in 1957ater); (ii) Eliminate the so-called "13-month
pension " (equal to one month's full pension) tplaee it with a pension bonus linked to
economic growth. The bonus, which ranges betwe@082 and $80,000 forints (between USD
101.13 and USD 404.66) depending on the level ohemic growth, will be paid when GDP
reaches an annual growth of 3.5%; (iii) Changewh® pensions are indexed in the PAYGO
system, subject to economic and wage growth camdifi (Source: International Update, Social
Security Administration, June 2009

Ireland

e At the end of June 2011, the Government promulgatedlaws making the following four
principal changes to the Social Security systeinEljiminates the transient state pension as of
January 1, 2014, which means that the retiremeatvadty be 66 for all workers (previously,
workers born after 1947 could retire at age 65héytmet all the eligibility requirements; (ii)
Increases the normal retirement age for accessiBigite pension, from 66 to 67 by 2021, and
from 67 to 68 by 2028; (iii) Reduces the contribatrate financed by the employer, from 8.5%
to 4.25% of the worker's salary, as of July 2 antil the end of 2013 (the contribution rate for
workers, ranging from 4% of salary to 5% of salatgpending on the level of income, will
remain unchanged); (iv) Introduces a tax of 0.6%henassets of occupational pensions, in order
to finance the creation of 20,000 new jobs and idefinancial assistance and trainin@ource:
www.ssa.goy) Date: August 2011).

e On October 15, 2013, the Minister of Finance anoednwithin the context of the Budget Law
for 2014, that a new tax of 0.15% on the assetthefoccupational pension funds will be
introduced (for two years as of 2014). The previaxsof 0.6% will only be enforced until 2014,
so that the overall tax burden for that year wallb75%. As of 2015, the tax will only be 0.15%.
Due to the improvement in the public finances, thig/ will be eliminated by the end of 2015.
(SourceBudget 2014: Pension related announcements, lifshQorporate Businessnternational Update, Social

0t cpP growth is less than 3%, pensions will béyfiidexed in accordance with the variation of @fl; If GDP
growth is between 3% and 4%, pensions will be ieddsy 80% of the variation of the CPIl and 20% ef ghowth of
wages; if GDP growth is between 4% and 5%, pensidth®e indexed by 60% of the variation of the Gild 40% of
the growth of wages; if GDP growth is higher th&f, ensions will be indexed by 50% of the variatibthe CPI and
50% of the growth of wages.
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Security Administration, March 2014).

Italy

On July 29, 2010, a new law was passed that grigduateases the retirement age for women
in the public sector from 61 to 65 (the currenireebent age form men in the public and private
sectors). The first adjustment will be implementedlanuary 1, 2015, increasing the retirement
age for a maximum of 3 months; the second adjustmvéhoccur in 2019, and every 3 years
thereafter(Sourceinternational Update, Social Security AdministratiGept. 201D

On December 22, 2011 the ltalian Legislature passeobhckage of austerity and growth
measures (including pension reforms). The changes\ies: (i) Freezing of pensions exceeding
EUR 1,400 (approx. USD 1,825) in 2012 and 201BA increase in the retirement age from
65 to 66 for men, and 60 to 62 for women as of 2@é& retirement age will then gradually
increase to 67 in 2022, for men and women (theeragnt age for both men and women should
be 66 by 2018); (iv) As of 2013, the retirement agiebe adjusted according to the variation in
life expectancy (adjustments will be every threargestarting in 2013, and will be based on the
average data of the last three years with respetietprevious three years, and from the current
retirement age of 65/60 for men and women, resgaygji (v) Stricter requirements for access
to the so-called "seniority pensions" as of 2032} An increase in the number of years of
contributions required for an early pension, ayydars and one month in the case of men and 41
years and one month for women, taking life expemtanto account (+ 3 months starting in
2013). (Source:www.ssa.goy Activa Social Security Magazine “How is the Sustdiility Factor Applied in
Europe?Date: January 2012).

Latvia

According to a Law passed in 2009, as of July 1092Gand until December 31, 2012, the
amounts of public pensions will be reduced by 1884 retirees who work (dependent and self-
employed) will only receive 30% of their State @lge pension. Early retirement benefits will
also be reduced by 30% for those who retired belaree 30, 2009, and 50% for those who
retired after July 1, 200@sourcewww.issa.int Date: July 2009).

On June 14, 2012 the Legislature passed a lawhwti)cGradually increases the retirement age
from 62 to 65, by 3 months per year between 2011 2025; and (ii) Increases the minimum
Number of years of contribution for accessing aspam from 10 to 15 years in 2014, and to 20
years in 2025(Sourceinternational Update, Social Security Administratidug. 2013,

On October 23, 2013, the Legislature approved 727 (Latvian), which introduces a series of
measures with regard to the country’s budget. Amathgrs, the measures stipulate that: (i) As
of January 1, 2014, the total contribution rateh® Social Security system will be reduced by
one percentage point (pp) from 35.09% to 34.09% ¢tntribution rate paid by the worker will
be reduced by 0.5 pp, from 11% to 10.5% and thd@rags contribution rate will also drop 0.5
pp (from 23.59% 24.09%); and (ii) the contributi@te paid into the second individually funded
pillar will be increased from 4% in 2013-2014 to 592015 and to 6% in 2016. Further details
here (Sourcewww.mercer.comDate: 08.11.2013).

Lithuania

On July 1, 2009, the Government of Lithuania redute contributions to the second individual
accounts pillar and correspondingly increased trgribution to the first public PAYGO pillar.
The contributions paid into individual accountspjyed from 3 percentage points (pp) to 2 pp
from July 1, 2009 to 2011, and were 1.5 pp in 2848 2.5 pp in 2013 (in January 2009, said
contribution was reduced from 5.5 pp 3 pp, untite)2009"). (Source:United States Social Security

™ In 2004, this contribution was 2.5%; in 2005, 3.502006, 4.5%:; and in 2007-2008, 5.5%. InitiaityJune 2009, it
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Administration publication International Update, dust 2009 Sustainability of the Public Finance System via
Optimization of Strategic Management, 2D12

e On June 9, 2011, the Legislature passed a lawntitiagreatly increase the retirement age from
62.5 to 65 (men), and from 60 to 65 (women), by&0Zhe retirement age will increase by 2
months per year for men, and by 4 months per ygar®émen, as of January 1, 2012 (in order to
receive a full pension, workers must also have rdmurted for 30 years).(Source:International
Update, Social Security Administration, July 2p11

e On November 14, 2012, the Legislature passed a tlmt changes the percentages of
contributions financed by employer/worker that @ed into the individual accounts of the
second pillar, allows workers who make additionahtdbutions to the second pillar to be
compensated with State contributions, and allowskers to opt out of the second pillar of
individual accounts (participation in the seconithpis voluntary; however, once the worker has
taken the decision to contribute to an individuedaunt, it cannot be reversed). The new law
reduces the contribution to the second pillar fipZas of 2014, but allows workers to contribute
an additional 1% to their individual accounts. Wemkwho make additional contributions will
receive a government subsidy equal to 1% of théomalt average wage (as of 2017, the
additional contribution will rise to 2% of the wanks salary, and the subsidy granted by the
State will increase to 2% of the national averaggey. Workers currently enrolled in the second
pillar and those who enroll before the end of 2@4lRhave from April to September of 2013 to
declare their intention of paying the additionahtibutions; new workers entering the labor
force as of 2013 will be automatically enrolledniake additional contributions. The new law
also allows workers to choose to opt out of theosdaillar between April and September of
2013. Workers who opt out of contributing to aniudual account will have the option of
transferring the balances of their individual actusuo the PAYGO program of the first pillar,
or leave the balances of the second pillar indisidaccounts intact, paying only future
contributions into the PAYGO prograntSource:United States Social Security Administration puation
International Update, December 2012

e On June 29, 2016, Parliament approved a tax caititige public PAYGO program of 120 times
the annual average salary in the economy, as of 2i{dprox. USD 100,000). There is currently
no tax ceiling in the public PAYGO system. Thisliogj will be reduced gradually to 60 times
the average annual wage by 2022. An increase inuhwer of years required for accessing full
pension, from 30 to 35 years, was also approy@&irce:Global Retirement Update AON; Date: July
2016.

L uxembourg

e A pension reform law which encourages workers toai@ in the labor market for a longer
period of time and establishes a mechanism forsidmi the benefits provided by the PAYGO
system came into effect on January 1, 2013. Tiveektablishes a gradual modification (by
2052) of the benefits formula of the PAYGO systemmprising two parts: (i) A fixed portion,
which depends on the number of years of paid-intridmnions, and (ii) A variable portion,
which depends on the level of income. As a reshd, fixed portion will increase slightly (on
average, 0.44% per year), from EUR 433.86 (USD &)2in October, 2012; the variable
portion, in turn, will decrease from 1.85% to 1.60%the adjusted wages of the complete work
trajectory. Once the law is fully implemented, wenrk will have to work 3 years more than what
they work today in order to obtain a pension eqoidghe levels granted in 2012; workers who do
not delay their retirement, will receive a pensidi®% lower than the levels granted in 2012.
(Sourceinternational Update, Social Security Administratidan. 2013

had been decided that the reduction of the corttabuo the individual accounts in 2009 would bearsed until again
reaching 5.5% as of 2015. However, in early 204 Authority decided that this would not be theec&ource:
Sustainability of the Public Finance System viaif@j#ation of Strategic Management, 2012
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M acedonia

e In December 2013, the legislature passed amendiuetits Social Security Law stipulating that
the contribution rate (for pensions and disabilityurance) will be 18% by 2014, and will drop
to 17.6% in 2015 (this rate was previously scheditdedrop from 18% to 17.6% in 2014, and to
reach 17.5% in 2015). In other words, the appramdndments delay the scheduled reductions
of such rate. Meanwhile, the unemployment insurarwg@ribution rate will remain unchanged
at 1.2% (instead of being reduced to 1.1% in 2@k5planned), whereas the health insurance
contribution (7.3%) and the work accident insuracemmission (0.5%) will remain unchanged
until 2015. Further detailsere (Sourcewww.mercer.cor) Date: 16.12.2013).

Malta

e As of January 1, 2007, the retirement age begamctease gradually from 61 to 65 for men, and
from 60 to 65 for women, by 202T(Source: PriceWaterHouseCoopers News Alert; February 2007
“Retirement Ages in Member States”, Finish CentreFfensions, January 2004

e In December 2013, the Government introduced amentinte the Social Security legislation,
the most significant being the reduction in théreetent pension in the amount of the so-called
"Pension Service" (paid by the employer). For spatposes, the amount of the Pension Service
that is excluded from the calculation of old-ageialbsecurity pension increases by EUR 200
(from EUR 1,266 to EUR 1,466(5ource: Global Social Security Newsletter, PricenouseCoopers (PwC);
Date: December 2013).

M onaco

» As of October 1, 2012, a law came into effect ti@tincreases the contribution rate to the
public PAYGO system, for employers and workers,mfr®.15% to 6.95% and 6.55%,
respectively; if necessary in future, the law dfipes that the employers contribution could be
increased by 1.3 percentage points and that ofwibekers by 0.7 percentage points; (ii)
Modifies the formula for calculating pensions byane of a points system, in order to make it
less generous; this points-based system must evey every 7 years to determine whether it
requires further adjustmentgsourceinternational Update, Social Security Administratidlov. 2012.

Norway

e Important changes to the PAYGO system came inecefis of January 1, 2011. The reforms
aim at reducing benefits (especially for high@omes), introducing a flexible retirement age
and modifying the rules and regulations governhgyindexation of benefits, for the purpose of
encouraging the extension of working life and atifpgspensions in line with longevity trends.
The changes include: (i) A flexible retirement agetween 62 and 75; workers can collect a
pension and continue working; the amount of thesjgenwill be adjusted in accordance with a
"longevity factor" based on the age of the indidbat the time of retirement (under the existing
rules, the retirement age is 67, but it can berdedfeuntil age 70, earning a credit for obtaining a
higher pension;) (ii) A change in the benefits gldtion formula, based on the average
contributions throughout working life from age 1845, plus credits for periods with no paid-in
contributions due to unemployment; furthermore, si@m benefits will be adjusted annually
based on the growth of wages, minus 0.75 percenages (benefits will not be adjusted
downwards in case of wage reductions). Pensionswrently calculated on the 20 years of
highest income (for a full pension, after workingnaximum of 40 years), and the benefits are
indexed to changes in the average national waieA(means-tested pension will replace the
current universal minimum fixed public pensio(ource: International Update, Social Security
Administration, Dec. 2010

e In December 2013, the Government announced thatahiibution rate to the public PAYGO
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system would increase as of January 1, 2014, fokevs (from 7.8% to 8.2% of gross salary)
and employers (from 11% to 11.4% of the gross wiHghe worker), totaling an increase of 0.8
percentage points (from 18.8% to 19.6% of the gvesge of the worker)(Source: Global Social
Security Newsletter, PricewaterhouseCoopers (P®@je: December 2013).

Netherlands

e On February 7, 2012, the Legislature passed a teat {i) Increases the retirement age for
accessing pensions in the first public PAYGO npilldnder the new law, the retirement age for
men and women will increase from 65 to 67 in 20@8wever, in January 2015 the Lower
House of Parliament approved a bill to accelerageiicrease in the retirement age. Thus, the
retirement age will be 66 in 2018 and 67 in 202arthkermore, from 2022 onwards, the
retirement age will be modified according to change life expectancy. (ii) Establishes a
reduced pension for workers who opt for early estient (but not before age 65) and an
increased pension for those who retire after thenabretirement age (up to 5 years later). The
pension will be reduced by 6.5% for every year afyeretirement, and will increase by 6.5%
for each year of delayed retireme(®ource:International Update, Social Security AdministraticApril
2012 Global Retirement Update, Hewitt Associates, dan@015).

e Effective January 1, 2015, a new law will be impéted that makes a number of changes to
occupational pension plans. Particularly. The new llowers the maximum benefit through the
modification of the benefit formula for most occtipaal pension plans (career average) by
further reducing the maximum annual accrual raaenfR.15 percent to 1.875 percent of average
earnings. Another measure will set a ceiling on pensionalalmiags at EUR 100,000 (aprox.
USD 108,248) a year (except for disability pensjoRsr those workers who earn more than the
maximum amount, a new type of voluntary supplenrgrtan will be establishe@SourceSocial
Security International Update, Dec. 2014

Poland

e On May 25, 2012, the President signed a bill of tawgradually increase the retirement age to
67 (65 to 67 by 2020 for men; and 60 to 67 by 2fddGvomen), with partial benefits available
for those who take early retirement (prior to thenpulgation of this law, the retirement age was
65 for men and 60 for women). As of 2013, th@estent age increased by three months per
year. This measure was repealed in November 2@liesretirement age will once again be 65
for men and 60 for womenSources:Poland: New Law Increases Retirement Age”, Towdtatson, Jun.
2012 International Update, Social Security Administratiduly 2012 Global Retirement Update AON; Date: July
2016.

e On December 27, 2013, the Polish President, Bramigkomorowski, signed the Private
Pension Funds Reform law (OFEs, by its Polish agr)n The law provides that:

0] The part corresponding to the OFE system willleroger be mandatory, but rather
voluntary, so that existing workers and new workergering the labor market must
decide between April 1 and July 1, 2014, whetheytwant all their pension insurance
contribution (19.52% of the worker's gross saldoyyemain in the State Social Security
System (ZUS, by its Polish acronym) and be mandberkby, or whether they would
prefer the ZUS to transfer a portion of the totattcibution to the OFE of their choice (if
the worker does not choose, the default optioriighe entire contribution to remain in
the ZUS). Should the employee choose to allocgtartof the contribution to the OFE,
the ZUS will transfer 2.92 percentage points (pighe total contribution to the OFE, and
the remaining part (16.60 pp) will be managed by BUS (12.22 pp in the Social
Security Fund (FUS) and 4.38 pp in a special sulaat of the FUS). This decision may
again change in 2016, and from then on every 4sygsdnould someone wish to destine a
portion of the contribution to the OFE, it will gnbe possible for new contributions and
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(if)
(iif)

(iv)

v)

(vi)
(vii)

(vii)

(ix)

Portugal

not for those accumulated in the ZUS, since theypart of the PAYGO system based on
Notional Defined Contribution Account)

51.5% of all net assets under management in fiesQvere transferred to the ZUS on
February 3, 2014.

The OFEs will be forbidden from investing in Tseay bonds and fixed income
securities guaranteed thereby, but they will be te invest in shares and in municipal
and corporate bonds. In addition, the minimum liofitinvestment in variable income
(shares) will gradually decrease from 75% of thieaseets under management in 2014, to
55% in 2015, 35% in 2016, and 15% from 2017 onwards

As of February 1, 2014, the funds of individualso decided to pay one part of their
contribution into the OFEs system will be gradudhgnsferred from their OFE to the
ZUS over a period of ten years prior to retirem@me funds transferred from the OFEs to
the ZUS will be 1/10 of the accumulated funds & ttorkers, every year, in the last 10
years prior to retirement, until the individual aaat in the OFE has a zero balance).

The pension fund managers will be legally prabibfrom advertising in the period in
which the workers must choose whether to contritaten OFE or whether they will
remain in the ZUS. There will be serious finesglges for any advertising by the fund
managers.

There will be no minimum return guarantee.

There will be some changes to the guarantee filribr to the reform, this consisted of
two parts: one managed by the Domestic SecuritegsoBit (0.1% of the value of the net
assets under management had to be paid by thenfiama@ger from its own capital as
collateral) and another part managed by the same fuanager (0.4%). Now, with the
reform, the second part of the guarantee fund Vasnated, while the first was increased
to 0.3% of the value of the net assets under manage
As of February 1, 2014, the maximum Commissionhendontribution that the OFEs may
charge for the management of resources was redinoed 3.5% to 1.75% (and the
commission paid to the ZUS on this amount droppednf0.8% of the value of the
contribution to 0.4%). The OFEs will be allowed tdharge members different
commissions, depending on how long they have basesiled in the system (an "award"
or "bonus" system for those workers enrolled inftivel for a long time).

The foreign investment limit for the pension funeifl be 30% of the value of the net
assets under manageme(®ourcehttp:/english.eastday.comww.premier.gov.plDate: 27.12.2013).

e On April 5, 2012, the Government suspended eatiseraent for dependent workers covered by
the public PAYGO system until the end of 2014. yOmorkers with long periods of
unemployment and older workers receivimgemployment insurance benefits will be able to
take early retirement. Other measures that have bdepted to help reduce the tax burden
include: (i) The freezing of public pensions in 20%ii) The introduction of a special tax for
pensions exceeding EUR 1,500 (1,985 USD) per mdjith;The elimination of the 13th and
14th months of pension payments for retirees wittoimes exceeding EUR 1,100 (US $ 1.456)
per month(Sourceinternational Update, United States Social Secusityninistration, May 201p

e On December 31, 2013Dk&cree-Law No. 167-E/2013vas published in the Official Gazette.
This law introduces changes to the public PAYGQeysas of January 1, 2014. The following

2 1n 2013, the amount transferred by ZUS to the O&fdre this reform was implemented), was 2.80 pp, ia was
legally scheduled to increase to 3.10 pp in 20443.80 pp in 2015 and to 3,50 pp in 2016, and toaie at that level
from 2017 onwards, but due to the new law that passed, this will no longer be so. The new law alstablishes the
following changes. It must be pointed out that cayM, 2011,a law reducing ZUS'’s transfer to thé&eOffom 7.3 pp to
2.3 pp came into effect (the 5 pp difference remdiim a special sub-account of the FUS). (Sodnternational Update,
Social Security Administration, May 2011
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are some of the more important measures adopted:

() Increase the retirement age from 65 to 66 as afalgr2014. Workers can retire at 65 with
a full pension if they are "legally disabled" to lkdoeyond that age (early retirement was
suspended in May 2012, and this is expected toiragmtuntili June 2014; the only
exceptions are individuals with long periods of mpéoyment, who will continue to retire
at age 57). The Government plans to link futuceeases in the retirement age to changes
in life expectancy.

(i) Increase the special tax on contributions (intreduim 2011) for high-income individuals.
The tax rate is in the range of 3.5% - 10% of ttalttaxable income.

(i) Modify the sustainability factor used for calcutagithe initial pension as of 2015 (it was
previously calculated as the quotient betweenrgifgeectancy in 2006 and life expectancy in
the year prior to retirement; life expectancy il@GQs now taken as the basis). Thus, taking
the life expectancy of the year 2000 as a referetheenew sustainability factor for 2014
implies a reduction in the initial pension of 1284instead of a lesser reduction, of 5.43%
when considering the year 2006 under the previaley.rHence, a 65 year old individual
who retires in 2014 must work another year in otdeeceive a pension equal to the one he
would have received under the previous ru{esurce:International Update, United States Social
Security Administration, March 20)4

e On April 30, 2014 the government announced a nunubemeasures to reform the public

pension system in order to reduce the fiscal defimluding the following:

() Anincrease in the contribution rate for all workéom 11% of gross earnings to 11.2%.

(i) Introduction of a balance factor—a new way of atijgs pensions—based on the
relationship between revenues and expenditures @mikidering demographic and
economic changes. However, no implementation date specified. Currently, they are
adjusted annually according to changes in the ksgjgport index (IAS), which is based on
changes in the consumer price index plus growtthé country’'s GDP. However, this
index has been frozen since 20(EdurcelUSAID, Global Experience in Pension Reform; Sept. 4.

e On April 2016, provisions governing the automatic increase in the retiremege were
published; based on these provisions, and consglarn average life expectancy of 65 between
2014 and 2015, the retirement age should increase 66 to 66 and three months since January
2017.(Source: Global Retirement Update AON; Date: ARALG).

Romania

e In 2009, the contribution rate destined to the sdaaillar of individually funded accounts was
frozen at 2.0% of the gross wages of workers, tkedpe fact that the pension reform of 2008
stipulated that it should have increased to 2.5f%ifarease of 0.5 percentage points (pp) was
planned for each year, in order to reach 6% by pOHowever, the measure adopted in 2009
was temporary, and in 2010 the contribution ratgtided to the second pillar increased by 0.5
pp (totaling 2.5%, following the scheduled growthjeéctory and reaching 3.5% in 2012). This,
In turn, meant that the contribution rate destiteethe first public PAYGO pillar continued to
decline proportionately (dropping from 28.8% in @ab 27.8% in 2012%. (Source: FIAP based on
Romanian Association of Private Pension Funds (AR®Hnternational Headlines Mercer January 8, 20B@bal
Retirement Update Aon Hewity Pensions in Crisis: Europe and Central Asia RediBioticy Note, World Bank,
2009.

e A law reforming the public pension system was pdsse December 15, 2010. It came into

13 |n 2013 the contribution rate destined to the sddadividually funded pillar was 4%, and will be5%6 in 2014 (it is
expected to increase to 6% by 2017). The conidhutite destined to the first public PAYGO pillar2013, in turn, is
27.3% and will be 26.8% in 2014 (it is expecteddtop to 25.3% in 2017). Source: Romanian Associatib Private
Pension Fundss (APAPR).
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effect on January 1, 2011. Among other aspeats| dw: (i) gradually increases the retirement
age, from 63 years and 9 months to 65 for men (4}, and 58 years and 9 months to 60 for
women (by 2015); the retirement age for women beéll63 by 2030; (ii) increases the number of
years required for a full pension from 32 years @mdonths to 35 years (for men) and from 27
years and 6 months to 30 years (for women) (thebeurof years of contributions required for
accessing the minimum pension will also increasenffl2 years and 6 months to 15 years for
men and women); (iii) the public pensions indexatystem will also be changed for a much
less generous system than the existing one (ppétisions will now increase on the basis of the
consumer price index plus wage growth); (iv) maategories of public sector workers, special
and non-contributory workers will be incorporatedoi the public PAYGO system; (v) the
penalties for early retirement will increase and ginanting of disability pensions will be more
strictly controlled; (v) public pensions will be norarily frozen in 2011,as part of the
government'’s efforts to contain the massive 50%cideh the public pensions budgetSource:
Progress of the Pension Systems FIAP No. 1, 2rbgress of the Pension Systems, FIAP No. 1, Z®Rdmania:
Pension Fund Changes Made”, Towers Watson, Ja; 8@dw.ssa.qoy.

e On December 3, 2013, the Government approved aobilaw amending "Law 263/2010
regarding the unified public pension system", whgre

(i) Women born after January 1971 must retire at agéd@b 2035 onwards, in order to
qualify for retirement benefits, thus matching tle¢irement age of men (in the period
from January 2011 to January 2015, the retiremgatfar women will increase from 59
to 60, and the retirement age for men from 64 toa85f February 2015, the gradual rise
in the retirement age will continue only for womémm 60 to 63 by 2030; as of January
2035, women will retire at the same age as men (65)

(i) The number of years of contributions required fbtaining a full old-age pension will
gradually increase from 28 years (women) and 3@syémen), to 35 years as of 2030;

(i) The minimum number of years of contribution wiltiease from the current 13 years to
15 years for men and women as of 2030. It mustdieted out that this bill of law must
still be approved by the Legislature. Further dstdiere and here (Source:
www.aonhewitt.comwww.agerpres.rovww.hotnews.rg) Date: 04.12.2013).

Russia

e On July 24, 2009, the President signed into lawopgsal that modifies the financing of Social
Security benefits as of January 1, 2010. The Epaces the sole social tax system with a fixed
contribution financed by the employer, changesctiieection process, increases the contribution
rate and introduces a cap on the contributionbi@femployer. Under the sole regressive social
tax system, employers pay up to 26% of taxablenmeto the tax supervision authority, and this
percentage decreases as the annual income of wankeeases. No mandatory contribution by
workers is required. The tax inspection authorhgnt distributes these contributions to the
Pension Funds, the Social Security Fund, and thedstary Medical Insurance Fund. The new
law abolishes this tax system and replaces it wifixed contribution financed by the employer
(which was 26% in 2010 and will increase to 34%0&82011), payable on the first 415,000
rubles (approx. USD 13,037) of the annual incorhés (tax ceiling will be indexed annually to
the changes in the average salary). Employershaile to pay these contributions directly to
the three funds. In 2010, the combined 26% cautioh will be assigned as follows: 20% to the
Pension Fund, 2.9% to the Social Security Fund,3ah& to the Mandatory Medical Insurance
Fund. The increase of the combined contributior tat34% in 2011 will mainly benefit the
Pension Funds, by increasing their allocation té62@he Social Security Fund will receive
2.9%, and the Mandatory Medical Insurance Fund neikive 5.1%).(Source:nternational Update,
Social Security Administration, Sept. 2009

e A new pension law came into effect on January 142@fter its approval by the State Duma
(Lower House), the Federal Council and its sigiggPresident Putin at the end of December,
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2013. The Law provides that, among other issugsAl{ithe non-State pension funds (NPFs)
will have to change their current status of "nooffpprorganizations” to "corporations" (at the
beginning of 2016 for those offering mandatory pems and as of 2019 for the voluntary
funds), and must be approved by the Bank of Rudbi,Central Bank and the pensions
regulator (the NPFs that do not convert by thebdisteed deadlines will be liquidated;) (ii)
workers can choose to pay a contribution of 6%hefrtsalary to the private fund or finance the
full contribution of 22% of the salary to the fingtllar - also defined as the default option (the
deadline for exercising this option expires at #tal of 2015; meanwhile, in 2014, the
contribution rate to the second pillar of indivitlaacounts of those members who do not choose
an NPF (and who therefore by default contributeéhi® State Fund Manager VEB), will be
reduced by 4 percentage points (from 6% to 2%),thischbart will be destined to the first public
PAYGO pillar). It should be noted that this lawedonot change the mandatory retirement age
of 55 for women and 60 for men. Further dethdse hereandhere (Source:www.mercer.com
www.aon.com Date: January 2014).

e A new public pensions law came into effect on Jan@a2015. This law gradually increases the
minimum number of years of contributions requiredqualify for a defined benefits pension,
from 6 to 15 by the year 2024. The law maintairesdftucture of the pension system, based on a
1st Pillar (defined benefits and State-run) ande@osd individually funded pillar (defined
contribution and privately managed). Workers musttitbute 10% to the first pillar and 6% to
the second pillar. The former private pension famghagers must make a series of adjustments
in the light of the new law: (i) change from beimgn-profit to joint stock companies; (ii) obtain
a license from the Bank of Russia to operate; €&tablish a reserve fund and a guarantee fund.
Furthermore, the accounts managed by the Vneshetmnk (VEB), the State institution that
managed the 2nd Pillar accounts of individuals whbnot chose a private fund manager, must
gradually be transferred to the private fund marmbetween 2015 and 2017. This includes the
contributions that have been frozen by the Govemmnsince 2014.(Source: Social Security,
International Update, Feb. 2015

e Due to budget constraints, the Government decideslispend the indexing of public pensions
based on inflation as of the second half of 20détead, all pensioners will receive a one-off
payment of US$ 77. The portion of the contributfwaid into the second individual accounts
pillar will also continue to be paid into the figstiblic PAYGO pillar, as has been the case since
2014.(SourceGlobal Retirement UpdatSeptiembre 2016).

Slovakia

e The 2003 pension reform LavA¢t No. 461/2003 Coll. on Social Insurahcéntroduced a
gradual increase in the retirement age from 6@téo6 men by 2007, and from age 53-57 to 62
for women (depending on the number of childrenBg5 (in 2008 women could retire at age
56 and 9 months)Source:Pension Funds Onlinattp:/www.issa.int/Social Security Programs Throughout the
World: Europe, 201p

e On September 1, 2012, a law was promulgated tldaicess the contribution to the individually
funded program (from 9% to 4% of the worker's sglaand correspondingly increases the
contribution destined to the public PAYGO progranorfi 9% to 14%). Contributions to the
individually funded program are financed only bg #fmployer, from its total contribution to the
system (14%: 10% to the PAYGO program and 4% toindesidually funded program); the
worker only contributes to the PAYGO program (4%iSource International Update, Social Security
Administration, Sept. 2032

Slovenia

e On September 28, 2010, the Government approvedutiget Bills of Law for 2011 and 2012,
which freeze pensions at existing levels for thary2011, with an increase in 2012 only if
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inflation exceeds 2%. This austerity measure iateampt to reduce the projected public deficit
of 5.8% of GDP in 2010 to less than 3%, as requineder the European Union’s Growth and
Stability Pact. (Source: International Update, Social Security Adstiation, Oct. 201).

e A law increasing the retirement age for men and emwmnand modifying the formula for
calculating the pensions of the public PAYGO systemme into effect on January 1, 2013.
Under the previous legislation, the retirement ageed according to gender and years of
contributions: 63 years of age (men) or 61 yearsag# (women), with at least 20 years of
contributions; 58 years of age (men) with at letstyears of contributions, or 57 years and 4
months (women) with at least 37 years and 9 mariteentributions; and 65 years of age (men)
or 63 years of age (women), with at least 15 yearsontributions. The new law changes the
conditions of the last two categories, so that wosl{men and women) will be able to retire at
age 60 with at least 40 years of contributionsgtage 65 with at least 15 years of contributions.
Furthermore, the pension calculation formula widl kess generous: instead of calculating
pensions considering the 18 years of highest walie24 years of highest income will be taken
into account.(Sourceinternational Update, Social Security Administratidan. 2013

Spain

» A series of changes to the public pension systepnoapd in August, 2011Law 27/1] will
start being enforced as of January 1, 2013. Thagdwinclude the following: (i) The official
retirement age increases from 65 to 67, by one Impat year until 2018, and 2 months per year
until 2027 (ii) The minimum number of years of admaition required for a pension increases
from 15 to 25, at the rate of 1 year per year @aR2; (iii) The number of years of contribution
required for receiving a full pension increasesrfr8s to 38.5 years, by 6 months every 3 years
until 2025 (workers can retire at age 65 if theyetriaese contribution requirements); (iv) The
benefits for workers who remain in the labor marketond the normal retirement age will
increase between 2% and 4%, depending on the nuoflyears of contribution. For workers
with less than 25 years of service, the incentiiebe 2%; for those with between 25 and 36
years of service, the incentive will be 2.75%; &mdthose with 37 or more years of service, the
incentive will be 4%. Furthermore, as of 2027 tlasv lestablishes the introduction of a
"sustainability factor" which will automatically pct all the relevant parameters of the system
based on changes in life expectancy, every 5 ygaigcewww.ssa.goy) Date: January 2013).

e On December 19, 2013 the Chamber of Deputies gavénal approval, following passage
through the Senate, of the Law Regulating the $adtdity Factor and the Revaluation Rate of
the Pension System, which will become effectivefazanuary 1, 2014. It provides that: (i) The
Sustainability Factor, which links the evolution ménsions to life expectancy, will be applied
starting in 2019, will be used in the calculatidrtie initial pension and will be reviewed every
five years; (ii) There will be a new Revaluationt®ansuring the annual increase in pensions at
a minimum rate of 0.25% (the maximum rate is fix@dthe CPI of the previous year plus
0.50%, when the economic situation is favorabl€he law envisages two impact control and
measurement mechanisms: (i) Every 5 years the Goaart will submit an assessment report to
the Chamber of Deputies and social agents thatendble verifying the adequacy of pensions;
(i) The opinion of an Independent Fiscal LiabilAythority will be sought regarding the values
calculated by the Ministry of Employment and So8aturity for the Pension Revaluation Rate,
applicable in each fiscal year, and the Sustaiitgtlactor. The new public supervisory
authority will be dependent on the Ministry of Rima and Public Administration. Further
detailshere (Sourcewww.lamoncloa.gob.esDate: 19.12.2013).

Ukraine

» On September 9, 2011, the President signed.alwe of Ukraine “On Legislative Measures for
Pension Reform” No. 3668-Ywhich establishes the following measures to haiegh to the
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public PAYGO program (1st pillar): (i) Graduallydrease the retirement age of: (i) women, by
6 months per year, from October 1, 2011, from 56Qoby 2020; (ii) male public servants by 6
months per year, starting in January 1, 2013, f6@nto 62 by 2016.; (iii) increases the number
of years of contributions for obtaining a full dde pension for women from 20 to 30 years, and
from 25 to 35 years for men; (iv) increases theimirm number of years of contributions for
obtaining a minimum pension from 5 to 15 years; €gjablishes a maximum pension of 10
minimum wages for disabled individuals; (vi) theeeage national wage of the last three years
will be used for calculating pensions as of Jandar2012. (Source: Legislation Monitoring: Law of
Ukraine 'On Pension Reform Legislative MeasureSAID, http://www.finrep.kiev.uaDctober 2011).

A series of provisiongpproved in May 2013 through a law reforming thdlpuPAYGO
system began to be applied as of July 1, 2013. mihi measures are: (i) The periods of
maternity leave and those in which unemploymentefitnare received will be taken into
account when calculating pensions; (i) A new maism will be considered for filling in
incomplete periods of service in the benefits fdamiii) Pensions will be indexed annually
using a flexible formula, whereby the pension isereadjusted below the level of inflation and
takes into account at least 20% of wage incredaasher detaildiere (Source:www.misp.gov.ua
www.mercer.comDate: 08.07.2013).

United Kingdom

On May 14, 2014, the Pensions Act 2014, which ishetuvarious provisions covering both the
state pension system and private pensions, recBuogdl Assent. The Act outlines key features
of the new state pension system, to be implemerriedipril 6, 2016 and modifies the scheduled
increase in retirement ages. The main measuresdic(i) introducing a new singte&r state
pension (STP). The current basic state pension \BS8& earnings related state second pension
will be replaced by a flatate pension for new pensioners. The STP will balseve the existing
basic level of meantested support (GBP 148.40/USD 252.55 per week)fith benefit will be
based on 35 qualifying years (currently 30 yearsaftull BSP). A reduced benefit will be paid
with at least 10 years of contributions. Benefith be indexed annually by at least the increase
in average earnings. (Currently, BSP benefits djaested to the growth in average earnings and
price increases, or by 2.5 percent, whicheverghdn.) (ii) Accelerating the increase in the state
pension age. The state pension age will rise giigdiiam 66 to 67 between 2026 and 2028 —
8 years earlier than currently scheduled. The gouent will be required to review the state
pension age every 6 years starting in 2Q&durce:USAID, Global Experience in Pension Reform; Sept.
2014.
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