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1 Introduction

1.1 Purpose of the Document

The Ministry of Labor and Social Affairs in the Czech Republic (hereinafter MoLSA) is analysing
possibilities of communication their future pension value to the public. The communicated information
should be personalized and communicated to the final recipient in a way that is well understood. The
result of the NEMO microsimulation model can be used to prepare the communicated information. The
aim of the feasibility study is therefore to explore the possibilities and to find appropriate approaches for
informing the public in a comprehensible form.

As an inspiration and a basis for the proposed approaches to informing the public about future pension
value, there is a research part of the study. It is dedicated to the pension question, the pension
communication, the approach to providing information and communication campaigns in selected
countries as well as to the general principles of public communication.

The proposed approaches take into account a requirement that the final approach to individualized
communication should be in paper form. It is also important to mention that the proposed approaches
on how to inform people were based on a situation that the information about the future pension value
should be accessible to the wide public. Therefore, it was necessary to pay more attention to the
comprehensibility of the proposed approaches for the public.

This document is a feasibility study. It covers a wide range of opportunities and explores the individual
possibilities mainly from the point of view of their practical feasibility, complexity of preparation, and main
advantages and disadvantages. The technical feasibility and complexity of the proposed approaches
are also discussed. The aim is not to focus on one specific solution, but to present a variant design of
possible approaches.

1.2 Study Structure

The main part of the study consists of three chapters (chapters 3 - 5). The first one presents research
of approaches to the communication to the public in selected countries. The second one contains
DeloitteEs suggestions on how to inform people
recommendation of the most appropriate course of action according to Deloitte.

Chapter 3 summarizes research of communication in selected countries and professional literature, has
two subchapters. The first subchapter contains the approach of seven states from the point of view of
pensions and overall communication to the population in this area as well as if the microsimulation model
is (and possibly how is) used for finding out the future pension value. The second subchapter deals
with other topics. Those are the recommended approaches to communication campaign addressed to
the wide public in general as well as to communication campaign about future pension value. Lastly,
one part of this subchapter is dedicated to the topic on how communication campaigns in other countries
reviewed by OECD looked like.

Chapter 4 presents Deloitte's own proposals and provides six basic variants for informing the public
about future entitlement to a retirement pension (all focusing on the use of the NEMO microsimulation
model). Each variant provides a more detailed overview of its principle, input requirements, how to set
up a microsimulation model, how to process the results, what is good practice in other countries, what
is a suitable form of presentation, evaluation of the advantages and disadvantages of the variant, and
an illustrative presentation of the variant by means of a model example. In addition to these six basic
variants, the chapter also brings additional proposals to the variants and part of this chapter is devoted
to the possibilities of presenting the acquired amount of pension.

Chapter 5 recommends the most suitable approach and deals specifically with the optimal solution for
the choice of target groups, the use of appropriate variants, the design of the presentation form, and the
use of the distribution channel.
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2 Executive Summary

The primary aim of this feasibility study was to assess the option of using results from MoLSA6 s e x i

dynamic microsimulation model of the pension system to increase the level of public awareness about
future pension value (with focus on providing information personally or through paper form).

For this assesment, there was performed a literature research and a research of relevant experience
from abroad (see Chapter 3). Its main results include:

9 The overall trend is to combine a paper form of presenting information with a web interface, as
well as general strengthening of the importance of web and social media;

f Microsimul ati on typicgily hofsedfoe mesohally snformingthe public in the
reviewed countries with the exception of Slovakia;

 Foragood communication campaign, it is crucial to define target groups correctly and to choose
suitable information and its presentation forms according to these target groups. It is also
important to complete the information by explaining the effects on the individual.

Furthermore, the study contains a description of possible approaches to determine the future amount of
pension and the form of its presentation, including their evaluation in terms of implementation complexity
and usefulness of information obtained by them along with technical description of how to use the NEMO
model to obtain the necessary values. Individual variants are possible to bind to additional proposals.
These additional proposals extend the basic information with other useful information and are introduced
in Chapter 4.2. At the end of this chapter, we also examine the possibilities of including the development
of economic scenarios in modeling the development of the future of specific individuals.

Chapter 4.3 focuses on the determination of target groups, choice of suitable presentation form, choice
of suitable distribution channels, and on the communication campaign course. While it is more
appropriate to inform people shortly before retirement using paper letters and inform them about the
amount of the pension in the future, for younger age groups, it is more appropriate to use current prices
and mainly use internet for communication.

At the end of the feasibility s toutdeymodtduitableeapgrosch:a

1. Persons over the age of 60 will receive a completely individual indication of the future amount
of the pension for various potential retirement dates.

2. Younger persons should be divided according to their age, income and the work history or
according to other possible important variables. All persons from the same group will receive
the same information. This time we will express the expected amount of the pension in current
prices.

All information will be presented in three scenarios: optimistic, pessimistic, and neutral.

We recommend informing people through paper form, however, in our opinion it is suitable to
create a web interface as well to supplement the information.

St

Del

ng

Oi

t



3 Research of the Approaches and Respective
Literature

The first part of the chapter on the research of approaches, Chapter 3.1, focuses on the research of the
pension systems and communication with the public in connection with pensions in several other
countries. Our findings also serve as inspiration for communication proposals.

The second part, Chapter 3.2, examines available literature and other written sources concerning both
communication with the public in general and communication campaigns related to pensions. Chapter
3.2.4 dedicated to successful and unsuccessful pension communication campaigns can well serve as a
basis for choosing the approach for communication related to pensions.

3.1 Approaches in Other Countries

The purpose of this chapter is to research the approaches to informing citizens about their future pension
entitlements used in other countries with an emphasis on determining the expected amount of future
pension and the use of simulation models for the determination thereof.

A total of 7 countries were selected for the research; their list and summary of the basic characteristics
are presented in Chapter 3.1.1 below.

The following areas are reviewed for each country:

1. Pension system

2. Awareness of the population in the area of pensions
3. Approach to informing the population

4. Microsimulation model and its application

For better clarity, Chapter 3.1.2 summarizes these areas and the discussion of the findings.

3.1.1 Selection of Countries

Several factors were taken into account in the selection of the countries suitable for the research, namely
the similarity of the economies to the one of the Czech Republic, similarity of the pension system, quality
of the pension system, quality of the communication strategy on pensions, geographical location of the
country, and existence of a microsimulation model. The following 7 countries have been selected and
examined in more detail:

1 Slovakia
Sweden
Poland

United Kingdom
Canada
Australia

1 The Netherlands

= =4 —a —a A

Table 1 summarizes the factors that have been taken into account in the process of selecting the
countries and compares them with the situation in the Czech Republic.

Information available on the reviewed countries does not show that the trend of informing the public
information is more different for countries with less sustainable systems. Efforts to inform the population
can be observed in each country, regardless of whether the system is more or less sustainable or
provides citizens with greater or lesser certainties.



Table 1 : Basic summary of the parameters of selected countries

Similarity of the
economy with the
Czech Republic

Similarity of the
pension system

Quality of the
pension system

Quality of the
communication
strategy on
pensions

Higher

Higher

The system has
been reformed;
however, the
question of
sustainability is
still relevant

Subject to
development;
emphasis on
improvements

1 According to Melbourne Mercer Global Pension Index
2 According to Melbourne Mercer Global Pension Index

Lower

Lower

The system
puts emphasis
on
sustainability;
the amount of
state pensions
according to
the economic
situation of the
state

A model
communication
strategy for
many other
countries

Higher

Lower

The system The system has

has been
reformed;
however, the
guestion of
sustainability is
still relevant

Higher than in Striving for very Higher than in

the Czech
Republic;
letters, public
education /
events for
raising
awareness

Lower

Lower

been reformed,;
emphasis on
the individual
and their
evaluation of
adequacy of
the state
pension

open

communication,

motivating
participation

Lower Lower Lower

Higher Lower Lower
Efforts to One of the best Rated as the
transfer systems; best pension

responsibility to transition to a
individuals and private system?
involve them in
actively saving
for retirement

funds

system?

Successful in  Higher than in

the Czech terms of the Czech
Republic; comprehending Republic,
efforts to inform  the system; subject to

citizens at least less successful development;
partially in terms of the great emphasis
specific amount on
communication



Geographic X Neighboring Nordic Neighboring Representative Representative Representative Representative
location country, within countries country, within ~ of Western of North of another of Western
V4 representative \Z! Europe America continent Europe

(usually

considered

model

example)
Existence of a X Yes Yes Yes Yes Yes Yes Yes
microsimulation
model



3.1.2 Surveyed Areas

For each reviewed country, the pension system is analyzed in more detail in order to detect similarities
with and differences from the Czech pension system and thus the relevance of the method of
communication in the country as an inspiration for communication in the Czech Republic.

In addition, a summary is presented of the available information on the public awareness or knowledge
in the area of pensions and, as the case may be, financial literacy which is closely related to the correct
understanding of the pension system.

The core chapter of the research of each country is the chapter dedicated to the method of
communication on the future amount of the pension or, more generally, on the pension system and
citizens' ability to influence the amount of awarded pension.

The purpose of the study is also to evaluate whether and how the outputs of the microsimulation model
can be used to communicate the future amount of pension. Therefore, a chapter commenting on the
country's microsimulation model used in the context of pensions is included for each country.

3.1.2.1 Pension System

The pension systems of all the reviewed countries show a similarity in the division of the system into
several pillars, most often three pillars. The first pillar is usually a state pillar and the third pillar is private.
The second pillar can take the form of employee funds, voluntary state pillar, etc. A brief overview of the
systems for the reviewed countries is shown in Table 2 below.

Some of the countries use a so-called hypothetical account for each individual contributing to the state
pension system, where their funds hypothetically accumulate during their time of contributing to the
system, and after reaching retirement age, a significant portion of the state pension is paid from this
saved amount.

As we can see inTable 2, the pension system of the Czech Republic is the only pension system with
only two pillars; however, in all countries the system is a combination of state and private systems, so
the principle is similar. The Slovak system is the closest to the Czech Republic. Swedish and Polish
systems are similar in using the principle of hypothetical accounts. The United Kingdom, Australia and
the Netherlands put much greater emphasis on individual provision T in these countries, a slightly
different method of communication can be expected, with a greater emphasis on delegating
responsibility for the amount of pension to individuals.

3.1.2.2 Awareness of the Population in the Area of Pensions

Degree of public awareness in a country can serve as a good indicator of whether or not the
communication on pensions is effective. Unfortunately, there is no firmly defined method of measuring
the awareness and education of the population in the area of pensions which would allow a meaningful
comparison between the individual countries. These chapters therefore provide diverse information
concerning the public knowledge in the area of the pension system, their opinions on the system, degree
of participation in voluntary savings schemes, and other indicators that can serve at least to compare
the success/quality of a country's communication strategy. Here, we present a brief summary of the
findings:

Slovakia 7 Although the Slovak government is trying to improve communication on pensions,
awareness in Slovakia is still not ideal i almost 20% do not even consider the topic of pensions to be
an important area.

Sweden T in Sweden, surveys on the knowledge of pensions are carried out on regular basis, and a
positive trend in improving the knowledge of the pension system is observed i up to 97% of Swedes
have at least some knowledge (but this is self-assessment). These very good results are also supported
by the fact that the Swedish system of providing information is one of the better ones and is an inspiration
for many other countries.

Poland 1 Polish citizens are rather sceptical about pensions and more than half of them believe that the
pensioners' quality of life for the younger generation will be lower. Nevertheless, there are still 40% of
Poles who have never actively saved money for their pension themselves.



Table 2 : Pension systems of the reviewed countries

Mandatory,
PAYG,
DB

1st pillar

2" pillar None

Private,
voluntary,
pension
companies

3" pillar

Other

State pension,

Mandatory, 2 parts: income  Mandatory, State pension, Level I, public State pillar,
PAYG, based (PAYG, PAYG mandatory, lower (state) pension funded from mandatory,
DB hypothetical hypothetical benefits system, taxes; only the  PAYG, fixed
individual pension mandatory poorer part of amount of
accounts) and accounts the population benefit
premium receives it according to net
(individual statutory
investment minimum wage
accounts)
Voluntary; Employee Mandatory = Employee pension, Level Il, pivotal, Individual Voluntary
participation ~ scheme, within individual mandatory, divided PAYG, pension supplementary
mandatory after collective accounts, into employee and  mandatory accounts pension
accession to the agreement or (accession employer part provided by schemes,
system, voluntary voluntary; pension funds, pension funds
individual, pension scheme  thereafter mandatory (for
DC mandatory) employers)
Employee Voluntary Employee Private Level lll, private Voluntary Individual
scheme, supplementary pension supplementary pensions and pension supplementary
mandatory for insurance i insurance insurance, 2 types savings schemes i pension (e.g.,
employees with individual (mandatory for  (more and less payments to life insurance,
high-risk employers from regulated), pension savings savings
occupation, 2019) voluntary accounts (31 schemes) i
otherwise pillar) or to the usually with tax
voluntary 2 pillar advantage,
voluntary
Christmas Personal Various types of
benefit voluntary benefit
savings
scheme



United Kingdom i UK citizens, too, are sceptical about the future of pensions and expect them to
worsen. Unlike Poland, however, almost half of the British population save money for pension on a
regular basis and only 5% of Brits have never saved for their retirement. This may be related to the
current communication strategy of the United Kingdom 1 it strives to inform citizens that the state
pension is low and it transfers responsibility for the financial situation in their retirement to citizens.

Canadai asurvey in Canada shows that more than 60% of Canadians rate their knowledge in the area
of pensions at least as average, but 36% of citizens still consider their knowledge to be insufficient. The
survey also included questions on the calculation of pensions, not just the pension system mechanism,
where citizens achieved a success rate of 60 to 86%.

Australiai surveys suggest that most Australians accept personal responsibility for ensuring adequate
retirement income. Nevertheless, more than a third of the working population is not sufficiently aware of
how much they have saved and what their retirement income might be. Australian communication
strategy seems to be successful in appealing to people to accept their own responsibility for an adequate
amount of pension but not so successful in the communication regarding the specific amount of pension.

The Netherlands 1 a survey on pension plans has shown that only 9% of Dutch have a pension plan
that they implement, 38% have a plan but do not implement it, and 49% of Dutch have no plan at all. In
the question of personal responsibility for the financial situation in retirement, the Dutch average 3.8 on
a scale of 1 to 5 where 1 means Al don't feel

3.1.2.3 Communication Regarding the Amount of Future Pension

As already mentioned, all of the reviewed countries are trying to work on their communication with
citizens in the area of pensions. In most countries, there is (or is about to be) a process of actively
informing citizens about their expected pensions, see Table 3. It does not include only the amount of
state pension, but also the amount of pension coming from private products, or also a combination of
state and private pension schemes, which provides the most accurate representation of the expected
financial situation of citizens.

Sweden has undoubtedly one of the best communication strategies, with most countries trying to follow
its Orange Envelope.

Orange Envelope

The Orange Envelope is a way of communicating the amount of their pension to the population. The
concept originated in Sweden, which has been using this method since 1999 with annual frequency.
Information on the public pension system is sent once a year during so-called "month of pension
awareness". According to the International Social Security Association, the original Swedish Orange
Envelope has the following goals:

1 Provide an annual overview of the annual settlement of state pensions

1 Provide information on the amountofso-c al | ed fApension credito
9 Provide projection of national income for varying ages of individuals
1

Communicate the principle that there is a direct proportion between work and pension - the
longer you work, the higher your pension will be

1 Encourage the population to take advantage of the full pension (i.e., including private savings
plans)

1 Encourage the population to search the web/Internet for other information services

The envelope itself cannot contain the entire projection because it provides information on state
pensions. However, the communication contains a link to a website and a code with which the citizen
logs in and subsequently sees their projection of the pension (both state and private).

Many pension companies provide their customers with an annual account statement. In Sweden, they
decided to link the two pieces of information (i.e., information on private and state pension) and provide
a comprehensive picture to the population. In order to achieve the greatest possible explanatory value
and, above all, the highest possible benefit for the recipients, the distribution of the envelopes is
associated with other activities and there are efforts to reach people through multiple channels. It does
not rely on just the distribution of the envelope as such. Moreover, since the distribution of Orange

10
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Envelopes has been in place in Sweden, an association has also been created among people that the
color orange is used for things related to pensions. Sweden actually uses this association (e.g., the main
color of the Swedish Pensions Agency is also orange).

Orange Envelopes similar to those in Sweden or Poland may not be used similarly on the Czech market
due to the differences in the pension systems in these countries. Hypothetical accounts allow the Orange

Ehnvel ope to be treated as an flaccount statement

for the years to come and the expected amount of pension which is calculated from the contributions
paid.

Table 4 shows which countries have introduced information method similar to the Orange Envelope.
One of the most widely used methods to get information on the future amount of pension is to use a so-
called pension calculator.

Pension calculators

Pension calculators can be divided into two main categories - the calculation of retirement age and the
calculation of the estimated amount of the pension benefit.

The input data entered to the calculators for calculating retirement age usually includes data on the date
of birth, sex and number of children. Based on this data, the calculator will display the estimated
retirement age. There are also enhanced variants which require additional data that affects the
retirement age 1 for example, high-risk occupation, number of years/months worked when pension
insurance was paid.

The second category of calculators focuses on calculating the pension benefit T usually only on the
payment from the first pillar. Simpler calculators in which the current gross salary, age, insurance
inception, sex and number of children are entered give an approximate result. More complex calculators
usually require entering of specific gross salary for each year of insurance, but produce more accurate
results. There are also official calculators where it is possible to submit a request directly with the state
authority which is in charge of this area and collects specific information on each insured person. These
calculators work on future calculations, so they can have various time limitations (for example, they
provide information only a certain number of years before the standard retirement age).

A comparison of the use of pension calculators in the reviewed countries is shown in Table 5.

11
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Table 3 : Communication of the amount of pension in each country

Czech Slovakia Sweden Poland United Canada Australia The

Republic Kingdom Netherlands
Actively informing NO NO, in progress YES YES NO YES NO YES
about the future
amount of state
contribution

Actively informing NO YES (primarily YES YES NO NO NO YES
on the future electronically)

amount of income

from private

products
Other types of Websites of A documentis Minpension.se Modern Dedicated Government Information Website at
systems of MoLSA and being prepared/ and modern platforms websites and website T seminars, Pensioenkijker.nl
informing people on Czech Social online tool platforms Special website modern Government of  specialized
pensions Security Orange Contact Points  Educational platforms Canada websites
Administration Envelope Annual report events Day of pension
of solvency of awareness
the state
system

12



Table 4 : Informing people using personalizedletter s/ accountsvéfi®paape E

Czech Slovakia Sweden Poland United Canada Australia

Republic Kingdom
Is there an effective NO YES YES YES NO YES NO
system of informing
people with a
concept similar to

The
Netherlands

YES

the Orange
Envelope?
Type of information X Only Comprehensive Information on X Information on X Information on
provided information information state pension the 2M pillar state pension
from the 3@  from all pillars as well as (crucial for the and employee
pillar; will be private Canadian funds
expanded to retirement pension
include more savings system)
schemes
Form of provision X Online, paper Paper, Paper, website X Paper X Paper and
of this information upon request extended planned online
variant

(information
from all pillars)
online
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Table 5 : Calculators of the amount of pension in each country

Official (on ministry  YES, on the YES, on the More like an YES, on the YES, on
website, etc.) website of the  website of the interactive tool, website of ZUS government
Czech Social Social similar to a website
Security Insurance calculator 1
Administration, Company Minpension.se
also on the
website of
MoLSA
Simplified NO YES YES
Complex YES YES YES
Information Values from the Estimated Pension
provided 1st pillar pension amount
account (simpler - more
balance at like an

retirement age, interactive tool),
estimated more accurate

monthly calculation
pension (more complex
i for people
who have
reached
retirement)
Form demands Excel files, tool More difficult, More difficult ~ Simple variant
on the Czech  necessary to (even the only a few
Social Security enter data for simpler variant factors such as
Administration  each year of requires age and net
website pension information on  salary; more
available only insurance the payments complex variant
to citizens 5 made, more 1 the complete

YES, on
government
website

YES
YES

Total state
pension (level |
and Il of the
system)

Simple, only
based on
average

income i only
indicative,

YES, on
relevant
government
agency website

YES
YES

Simpler i
entitlement to
pension, more

complex 1

specific
amounts of
pension and
payments i
total income in
retirement

Information
such as age,
sex, marital
status,
disability, if any,
income and
property;

NO, state
pension is
table-based
(no calculator
is needed)

14



years before
the retirement

Additional YES:
calculators determination
of the

retirement age,

Calculation of

the Christmas
benefit

complicated work history
also for the and financial

uninsured situation
years, etc.)
YES:
determination
of the

retirement age

Difficult (large  More detailed
amount of for more
information) complex variant

YES:
fulfilment
conditions for
state pension
entitlement,
amount of
supplementary
payments,
calculation of
the retirement
age,
estimate of
empl oy¢

contribution,
etc.
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Other interesting methods of communication

In addition to Orange Envelopes and pension calculators, there are many forms of informing citizens.
These forms are primarily focused on raising awareness of the system as such, and not just on the
expected situation of the individual. Various lectures and seminars are organized, some countries (e.g.,
Poland) organize educational/awareness events also for young people in high schools before they start
working. In addition to improving the understanding of the system, the communication often aims at
transferring responsibility for the financial situation in retirement to individual citizens i especially in
countries where the private savings system plays an important role (e.g., United Kingdom, Australia).

A general trend is also going online. Most countries have put in place specialized websites that can
contain and explain general information on the pension system, as well as the option to sign in and
obtain personalized information. The websites also often offer practical information, such as how to
apply for pension, how your future financial situation can be improved, etc. In addition to websites,
communication on pensions extends also to other modern platforms, namely social media such as
Facebook or Twitter, as well as to educational videos on YouTube. The motivation behind the move to
the online environment is to reach out to the younger generations and involve citizens in the process of
planning their retirement early.

In addition to the online environment, some countries (e.g., Sweden, Poland, United Kingdom or
Australia) also offer individualized communication (via Internet 7 chat, e-mail, etc. or a personal
appointment) with pension consultants. These consultants do not sell private products but rather answer

the individual 6s questions, help him understand

as the case may be, prepare a plan for the individual to pursue if he wants to improve his pension
prospects.

Within the pension-related communication, the majority of institutions try to create a certain association
with pensions for citizens T e.g., using a certain color (orange in Sweden or Slovakia, blue in the United
Kingdom), a certain image (image of oak tree in Estonia), or another symbol (a blue car or bus in the
United Kingdom that visits cities as part of the communication related to pensions) or time interval (day
of pension awareness in the United Kingdom).

3.1.2.4 Microsimulation Models

Most of the reviewed countries use a microsimulation model for some of the tasks related to the pension
modeling; however, using its results to inform citizens is not common. An overview of basic information
on microsimulation models in the reviewed countries is shown in Table 6.
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Table 6 : Microsimulation models in each country

Czech

Republic

Slovakia

United
Kingdom

Canada Australia The Netherlands

Is there an official YES YES YES YES YES YES YES YES
microsimulation

model?

Name of the NEMO Orange SESIM Without a PENSIM2 DYNACAN MARIA SADNAP
microsimulation envelope specific name

model

According to Not currently YES NO NO NO NO, and there  NO, but it NO
available are no plans to may change

information, are the do it after

model outputs used
for individual
communication?

modifications

17



3.1.3 Slovakia

3.1.3.1 Pension System

The pension system in Slovakia underwent major reform in 2003. A single-pillar system which was
based on the PAYG approach was expanded into a system which is based on three pillars. Every citizen
who has contributed to the pension insurance for at least 15 years and who has reached the retirement
age is entitled to the old-age pension.

Three pension pillars

I Obligatory pension insurance

It is pay-as-you-go and benefit-defined pension system. An important element here is the merit, i.e., the
relationship between the amount of payments into the system and the amount of benefits provided. It is
mandatory by law, but it can also be supplemented by voluntary pension insurance.

't is admini s tperi eRES(8bcjal ISwande Edmpany) and it is divided into old-age and
disability insurance.

Il Old-age pension savings scheme

This pillar is a capitalization system defined in terms of contributions. This means that the amount of the
pension benefit depends on the contributions paid and the yield thereof. Pension management
companies manage the funds 7 they always manage one guaranteed bond fund and one non-
guaranteed equity pension fund.

Entry to the second pillar is voluntary for individuals under the age of 35, but if an individual enters the
system, it becomes mandatory. Mandatory payments (18%) are distributed between the first and second
pillar. The benefit paid will therefore consist of a reduced pension from the 15t pillar and pension from
the 2n pillar, the amount depends on contributions paid, on yield thereof, and on the mode of payment
of benefits chosen by the individual.

Il Supplementary pension savings scheme

Entry to this pillar is mandatory for employees in high-risk occupation; it is voluntary for other employees
over 18 years of age.

Contributions for employees in high-risk occupation are paid by the employer; other employees pay
contributions themselves, but the employer may also pay them for them.

The payment of benefits depends on the period in which the individual entered the participation
agreement and whether it includes a benefit plan.

Christmas benefit

The Christmas benefit is a solidarity benefit from the state budget. It helps raising the standard of living
of low-income pensioners during Christmas time as it entails a higher financial burden.

3.1.3.2 Awareness of the Population in the Area of Pensions

According to a representati ve? guor62% of Sidvakein @moddctve
age have no retirement savings plan. Up to 49% of respondents are not interested in long-term savings
plans; and for the remaining 51% the average amount saved is EUR 64 a month. If we take a look at
the specific pension products, 27% of respondents said that they participate in the 2™ pillar and 13% in

3 https://www.nadaciapartners.sk/detail/slovaci-mozu-mat-svajciarsky-dochodok-ak-prekonaju-strach-
Z-investovania-a-podielovych-fondov-9
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the 3 pillar. As the main reason, more than half of the respondents stated that they did not have
sufficient funds, 12% of Slovaks fully rely on the state, and 19% do not consider this area important.

3.1.3.3 Approach to Informing People

On its website4, the Ministry of Labor, Social Affairs and Family in Slovakia (MoLSAR) publishes
information on the changes and any modifications to the pension system on regular basis. Slovaks can
also find a summary there of what the current structure of the system looks like, with detailed description
of all the pillars.

In Slovakia, it is also possible to look at pension calculators. Official calculators can be found on the
website of So cwHchisiachargeiofspénsion®ia the 15t pillar in Slovakia. We find both
basic types of calculators there i calculator for the retirement age, as well as the one for the amount of
pension benefit awarded. There is also the Christmas benefit calculator which is typical for Slovakia.
The pension benefit calculator is one of the more complicated ones where you need to enter specific
data for each year of pension insurance, and, likewise, everyone can make an estimate of the average
annual real income growth (from 0.1% to 8%). The result only covers the 15t pillar.

MOoLSAR is committed to raising people's awareness of their pension entitlements. Changes concerning
the 3" pillar that came into force on 1 January 2019 were only the first step. All participants of the 3™
pillar will always receive detailed personal account statements at the beginning of the year as part of
supplementary pension savings scheme. These account statements are provided and distributed by the
so-called supplementary pension companies (there are four of them in Slovakia) for their clients. They
will include not only a summary of the amount saved but also an estimated amount of future
supplementary pension at the time of retirement, as well as a breakdown of payments for the last 12
months or information on the monthly amount of pension in terms of inflation and the expected amount
of future supplementary old-age pension in the next 10 years. The distribution thereof is automatic -
primarily in electronic form; it will be necessary to request distribution in paper form. In addition to the
account statements sent, each supplementary pension company has an opportunity to use online user
access for its clients (accessible through login), where an individual can update their information and
request an account statement at any time.

Since each supplementary pension company provides account statements to its clients, there is no
single format of this statement (however, as mentioned above, there is a mandatory information that the
statement must contain). To get an idea of what such account statement from the third pillar in Slovakia
looks like, we can see Appendix 4 where an account statement from AXA is attached for illustration.

At this time, an amendment to the act was also approved®, aimed at helping to raise awareness of the
2 pillar, and as a result two important documents shall be developed 1 fPersonal account statement
and statement of estimated p@Appsendigah Agpendidelj i & Bedsondl
account statement and statement of pension benefits of the benef i t r e(&ppgndixe2h Baded on
this information, information on the expected retirement age and forecasts of the amount accumulated
at the time of retirement will be available to everyone (the calculation takes into account estimated
inflation and vyield), as well as the amount of the expected pension. The accumulated amount is
displayed in 3 scenarios in the future value and supplemented by an equivalent amount in the present
value. The result should be a single document i the so-called Orange Envelope i in which people
should obtain comprehensive information on their future pension.

In 2018 the proposal to inform pension insurance participants through an Orange Envelope i the internet
platform” was approved that has been in place since 2019 i that is, only for the third pillar for the time
being. The basic form of the statement is electronic, but if the particular insurance participant is
interested, the information can also be sent in paper form. This way, people will get an overview of their
current situation, and given the same regular contributions also the future forecast.

4 https://www.employment.gov.sk/sk/

5 https://www.socpoist.sk/kalkulacky-nwg/64985s

6 https://www.slov-lex.sk/pravne-predpisy/SK/ZZ/2019/411/20200101#prilohy.priloha-
priloha ¢ 1 k opatreniu ¢ 411 2019 z z

7 https://www.oranzovaobalka.sk/web/sk/
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MoLSAR plans to make this information available for state pensions i the first pillar in the future. After
this comprehensive disclosure of information, the individual will receive summarized information on all
three pillars and, at the same time, the age of his retirement. However, representatives of Slovakia draw
attention to the fact that the final recipients of the communicated message must not be forgotten i it
must be comprehensible to all the recipients, not only to people with high financial literacy, as it is
intended to the entire population of the Slovak Republic, and therefore, it is important to refine the form
and information communicated. According to a representative of the National Bank of Slovakia, it
is sufficient to provide the recipients with two basic pieces of information i the retirement age
expected based on the legislation and demographic projections and the amount of future
pension (expressed in present value). Of course, additional and more detailed information will also
be included in the account statement, but the basic message should be clear and easy to understand.
Another option will be to search for information on a dedicated website that is implemented as a project
of the University of Matej Bela and others.

The form of basic pension information can be seen on Figure 1: Basic information on pension on the
website named oranzovaobalka.sk. Only the basic information is displayed, namely:

1 When does the individual retire;
1 Whatis the expected pension;
1 Whatis the benefit ratio (pension/income).

The expected amount of pension is also divided into pillars, and this division is shown on a simple pie
chart. To complete the information we added a picture of a traffic light which summarizes and graphically
represents the overall situation (green T good to red i poor). It is planned to display all communicated
information as a number supplemented by verbal explanations and illustrated on a simple graph. The
graphics, text, and selection of appropriate information are currently under development, and testing is
underway in collaboration with the Faculty of Behavioral Studies.

Figure 1: Basic information on pension on the website named oranzovaobalka.sk
Déchodkovy semafor

10/2043

655 €

97 %

Z coho sa sklada moj dochodok?

Déchodkovy pilier

In addition, the individual can click and look at each pillar in detail. The website oranzovaobalka.sk®
shows a model example (on a real per s oneaofwhahthefhaver ag
information looks like. As part of the state pension (i.e., the first pillar), the individual can see how many

8 oranzovaobalka.sk
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years he has worked to date, how much he contributes to the pension insurance on a monthly basis,
what his retirement age is, and what amount of pension he can expect. The amounts are then explained
in more detail (see Appendix 3).

For the time being, this application works in beta version and upon receiving the login information, each
individual can log in this application to see the calculations made for their specific situation.

As for the beta version, information is constantly being collected and the application is improved based
on user input. The microsimulation model provides the results presented to individuals.

The concept of the Orange Envelope website® in Slovakia has evolved as a result of systematic
university research that is also applicable in practical life. The research behind the Orange Envelope is
a combination of several areas i public, pension, regulatory policy, finance, investing, personal finance,
wealth management and behavioral economics. The Orange Envelope includes, among other things,
individual projection of pension entitlements, monitoring of savings and its impact, and helps citizens to
find a suitable distribution of their savings.

This is the way to communicate to citizens their entitlement to retirement. The objective is to inform
citizens about their situation specifically and try to avoid any unpleasant surprises right before
retirement. This is a form of prevention with regard to securing an individual for old age.

3.1.3.4 Expected Amount of Pension and Use of Simulation Models

In Slovakia, a proposal to create a microsimulation model of the pension system was created in 2014.
It has been determined that its main objective is to create the prerequisites for better set-up of the
pension system and decision making process related to the changes thereto. The model is working with
a retirement value estimation from state secured and pay-as-you-go 15t pillar, pension fund 2™ pillar,
employers fund 3 pillar and the 4" pillar as a long-term investment savings. The microsimulation model
is currently used as a tool for the calculation of the amount of pension for individuals using the Orange
Envelope application. Calculations are performed based on 4 modules i demographic module,
macroeconomic module, module of status parameters of the individuals, and policy module.

It is an open dynamic microsimulation model with a dynamically aging population 1 it means that the
model monitors individuals with similar status over time and subjects them to aging, labor market risks,
random economic developments, and the pension policy rules. Each of the above-mentioned four
modules takes into account different parameters, as one can see on Figure 2: Microsimulation model of
the Orange Envelope of the Slovak Republic.

Detailed documentation on the works of the Orange Envelope is in preparation and shall be published
in spring of 2020.

The individual status parameter model contains empirical cross-sectional data from the Statistical Office

of the Slovak Republic in order to create a single

cohort which is determined by statuses such as:
1 Age
Education
Type of economic activity
Manifestation whether the person already receives old-age pension

= =4 —a -

Number of years of postponement of retirement from the time the person became entitled to
old-age pension

Number of years when parental allowance was received

Manifestation whether the person is a participant of the old-age pension savings system
Number of years postponing savings from the accession to labor market

Savings strategy (distribution of savings between index and bond fund)

= =4 —a -

9 https://www.oranzovaobalka.sk/web/sk/
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The microsimulation model is connected to the Orange Envelope platform and its aim is to calculate
results that are provided to the end-user in real-time. Initial problems with calculation time were solved
by appropriate cohort assignments and the use of predicted results. However, the specific procedure is,
for the time being, the know-how of the creators of the Orange Envelope. As mentioned above, the
documentation describing the functioning is currently not available. However, here we summarize at
least a short description of the functioning described by one of the founders of the Orange Envelope.

When the user enters the platform, he has to fill in basic information i date of birth, income,
commencement of employment dat e, or educati olna
p oi s Swher&iaformation about career of the user is transferred. According to these inputs the user
is assigned to cohort 1 so called data cube. The tool then obtains the results for the persons in the
relevant data cube (calculating for each person many times to make the sample wide enough), selects
the 10%, 50% and 90% quantiles and presents them to the user. According to the fact that the model
works with legislation, political and economic development, there are scenarios presented 1 the
optimistic scenario (90% quantile that represents the pension under current legislation), sustainable
(50% quantile, represents the pension in changing systems) and non-deficit (10% quantile, represents
the amount of pension for which funds will be realistically available).

Unfortunately, the detailed functioning of the calculation is currently not fully available, but it can be
expected that the prepared documentation will provide the required information.

Figure 2: Microsimulation model of the Orange Envelope of the Slovak Republic
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3.1.4 Sweden

3.1.4.1 Pension System

The Swedish pension system underwent a major reform in 1998 and the first pensions under the new
system were paid out in 2001. The most important change was the covariant of benefit-defined old-age
insurance to a system of pension insurance with personal accounts. In order for the system to be
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sustainable, it includes a so-called balancing mechanism which contributes to its sustainability despite
the demographic changes, economic crises, etc. In practice, this is a principle of dependence of the
benefit paid on the total value of contributions in the system (which may lead to lower payments, for
example in a period of crisis). The system is merit-based, but there is also a guaranteed minimum
pension which is paid from the state budget.

The payment of national old-age pensions and provision of both general and specific information related

to pensions is facilitated in Sweden by the ASwedi

The entire system is based on three pillars:

l. Obligatory pension insurance

This pillar is the main retirement income, though for most Swedes not the only one. It is divided into two
parts i income and premium pension.

The income-based pillar is a PAYG system and takes most of the contributions which are subsequently
transferred to hypothetical individual accounts.

The premium pillar takes a smaller portion of the payments to individual investment accounts (premium
pension). The state is only an administrator, the choice of funds is up to each pension insurance
participant. Employees can change their investment decisions at any time, and if they do not want to
manage them themselves, they can use a special fund set up by the government. Premiums can be
collected from the age of 61 either by a single withdrawal or by transfer to the traditional pension
insurance account.

Il. Employee pension

Approximately 90% of working Swedes participate in the 2" pillar. It is usually defined by a collective
agreement covering an employee within a defined group. The employer may offer employees who are
not covered by any collective agreement a voluntary pension plan. This pillar is particularly significant
for people with higher income.

M. Voluntary supplementary pension insurance

Participation in this pillar is voluntary and is used by more than 50% of Swedes. It is an individual
supplementary insurance with capital funding.

3.1.4.2 Awareness of the Population in the Area of Pensions

Swedish Pension Agency conducts annual surveys on population awareness. The surveys are related
to distributed Orange Envelope and focus on the trust that people have in the Swedish Pension Agency
and the local pension system as a whole, or monitor the cognizance of pensions in general. Collected
survey results later serve as a basis for assessment of effectiveness of communicated information in
Sweden.

What is interesting, for example, is that over time, more and more citizens rate their knowledge of the
pension system as good. Approximately half of working people and pensioners find the Swedish pension
system easy to understand, and the number of people who find it complicated and difficult to understand
decreases over time. In 2010, the system was evaluated as complicated and difficult to understand by
41% of working people and 33% of pensioners. In 2018, it was only 21% of working people and 20% of
pensioners.

Another fairly high percentage is reported for at least some knowledge of pensions i 97% of Swedes
have this knowledge. Approximately 25% of the population have such knowledge which is a prerequisite
for active decision-making on pension issues. Moreover, about 49% of the population have at least an
understanding of the concepts and specific terms associated with pensions. Based on these figures, the
Swedish Pension Agency can subsequently modify its communication to the population.
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3.1.4.3 Approach to Informing People

Swedends communication toward the population i
was the first country to introduce the concept of so-called Orange Envelope in 1999, which was adopted
also by some other countries over time. The Orange Envelope is sent to residents every year. It includes
information on mandatory pension insurance (i.e., for income-based and premium pension). If an
individual wants comprehensive information on how high his pension will be in the future, he has to log
in via a special website where the amount of pension from all pillars is simulated. The envelope is
beneficial in providing comprehensive information to the recipients 1 it does not provide information only
on state pension, but also on the employee pension and, if applicable, the voluntary pension insurance.
In addition, Sweden has managed to create an association across the society: Orange Envelope =
matters related to pensions i for example, this color is linked also to the basic color of the Swedish
Pensions Agency. The distribution of the Orange Envelope is also linked to further steps towards public
regarding the communication of pensions. The distribution is therefore not one separate event, but it is
accompanied by other activities and people are also contacted during this period through other
communication channels i e.g., contact points where a person can come and discuss their retirement
projections with the person in charge.

The Orange Envelope is shown in Appendix 4. An annual solvency report of the state system named
iOr ange Report 0 amnneallydan SsvedenpThib dotusdnteddscribes the financial situation
of the state part of the pension system in a particular year, shows how the system did at the end of the
previous year, and illustrates three possible scenarios of future development. The report is
comprehensive, it also shows developments compared to previous years, explains how the local
pension system is designed, including how pensions are calculated, how much money has come into
the system and how much has left the system, and what the overall situation of the system is.

Another way of pension communication to the public, which is quite popular among Swedes, is through
the website Minpension.sel® In 2018, approximately 50% of individuals used this website as their main
source of information on pensions i Sweden takes advantage of this fact and the website has therefore
become a determinant for other communication channels. If we look at the use of communication
channels in terms of age, the Minpension.se website is mainly used by the younger generation.
According to statistics, for people over 55 years of age, the preferred option is still the Orange Envelope.
The website is interconnected with other platforms such as blog, Facebook or Instagram. Minpension.se
was created as a joint project of the government and pension funds. Interestingly, the projection here
counts on how much an individual has been

saving for retirement, how long he will still Figure 3: An example of the description of the production

work, but it also takes into account the
estimated return on investment in pensions
or shows forecasts of Swedish economy as a
whole. At the same time, one can change
assumptions and see how the amount of his
pension changes with changing
assumptions.

The projection considers factors that may
affect the future of the individual i e.g.,
income, age, how long he has worked, etc. Of
course, there is always some degree of
uncertainty in the prediction, but the closer
the individual is to retirement, the more
accurate the forecast is.

Now a little more detail about the forecast of
the amount of pension. For this purpose,
information is collected from individual
pension companies the individual lists when
registering on the website 7 the forecast is

10 https://www.minpension.se/

of a forecast for the visitors of the Minpension website

What is a forecast?

In order to produce the pension forecast, infoermation such as myPension is collected
from your pension companies and the information you may have registered yourself.
Based on that, we estimate the pension at future times. The forecast is no promise or
guarantee.

The data that is collected creates a linear trend (see graph below) where we include
factors that can affect your future pension, for example salary, age and how long you
have worked

There is always a degree of uncertainty in a forecast. The closer you are to the pension,
the safer the forecast

The forecast on myPension may differ from the one you received from your pension
company. This may be due to the fact that, in some cases, myPension calculates
standard values. When minPension has the company's own values or when the
companies themselves calculate the amount, the forecast becomes more secure.
Information on a general pension on minPension is provided by the Pensions Agency
The respective pension insurance shows who made the calculation.

Basis for the forecast

Note that the pension forecast is an estimate based on assumptions. The forecast is nof

an exact indication of the size of your future pension.

The forecast is based on the assumptions stated and is calculated using today's
monetary value.
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subsequently made based on this information. Figure 3: An example of the description of the production
of a forecast for the visitors of the Minpension website shows how this process is explained to the visitors
of the website at Minpension.se

3.1.4.4 Microsimulation Model and its Utilization

Sweden uses a dynamic microsimulation model which has been developed by Swedish Ministry of
Finance in cooperation with the local universities. Originally, it was used as a tool for evaluating state
education contributions in 1997. After two years, however, its use is directed to pension purposes,
evaluation of financial sustainability of the Swedish pension system specifically. As a result, the model
has become a model that can be used for a broad spectrum of analyses.

According to the official websitel! dedicated to the microsimulation model, it has been used for:
- Modeling budget estimates of student grants and loans
- Long-run forecasts of pension expenditures for long-term surveys
- Calculation of replacement ratios, etc. in the new pension system
- Life-cycle analysis
- Analysis of the financial stability of the new pension system
- Analysis of the aging population, health care, housing, etc.

- Pension projections for EU EPC Working Group on Ageing Populations and Sustainability
(AWG)

- Analysis of the future needs for health care and care for the elderly

- Analysis of future pensioners' economic standards

- Analysis of the funded premium pension system and effects on the income distribution
- Long-run effects of tobacco prevention

- Analysis of pension-related age limits

3.1.5 Poland

3.1.5.1 Pension System

According to the website money.pl, the pension system in Poland is divided into two mandatory pillars
and the third voluntary pillar of employment pension plans. In addition to these three, there is a personal
voluntary savings plan, sometimes also referred to as the fourth pillar. There is also a minimum pension
paid out of the budget to those insured individuals who would not have reached it even after the first and
second pillar payments were combined. The state also subsidizes pensions for specific groups of
population (such as farmers, police, judges, etc.) where both the benefits and contributions are flat-rate
sums amounting to approximately half the average of public pension benefits.

In Poland, retirement is emphatically a right, not an obligation. After reaching the universal retirement
age i 65 years for men and 60 years for women i it is up to every person, whether he wants to exercise
this right immediately or later because of his desire to continue working. The important thing is that the
later you retire, the higher the pension will be.

11 http://www.sesim.org/
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The entire system is based on three pillars:

l. Public pensions

The first pillar is the main and most important pillar in Poland. It is a PAYG system where payments of
the payers are deposited on hypothetical accounts and the resulting retirement benefit depends solely

on the contributions collected during life. The Soci al Security I nstitution

S p o § e ¢ £ AUB)then manage the pension plans.

Il. Obligatory individual accounts

Accession to the second pillar is voluntary, but participation is compulsory for all who are already
members. These are open pension funds, which are independent legal entities and are created and
managed by private pension companies i an an association of pension funds. Each company can
manage two funds T one with a higher share of capital investment and one that is more conservative.

In 2011, the Polish government approved a reduction in the contribution to the second pillar from 7.3%
to 2.92% (the difference was transferred to the 15t pillar), which put into question the profitability of the
whole 2M pillar. In 2014, citizens were forced to choose whether they wanted to stay in the second pillar
or transfer everything to the first pillar.

Il Voluntary employment pensions

This pillar comprises occupational (employment) pension insurance. During 2019, there has been a
substantial change in it as it became mandatory for employers, but participation remained voluntary for
employees. There is quite a lot of freedom in terms of investment, but all investments must be in Poland.
The employer negotiates specific conditions with employees (through intermediaries or trade unions).

3.1.5.2 Awareness of the Population in the Area of Pensions

According to the Aegon Center report which was based on the cooperation of Transamerica Center for
Retirement Studies (USA) and Instituto de Longevidade Mongeral Aegon (Brazil), 55% of Poles believe
that future generations of pensioners will be worse off than current pensioners. If we look at the expected
pension benefits, more than half (56%) of the expected income should come, according to Poles, from
the state, 21% expect it to come from the employer, and 24% should be covered by personal savings
and investments. More than a third of Poles (35%) believe that taxes should be increased to cover higher
social security costs. Here we can also see the connection with the fact that only 21% of the population
in Poland regularly saves for their retirement, 26% save occasionally, 12% have been saving but
currently are not saving, and 40% have never been saving.

The Financial Supervision Commission provides information on the current performance of the open
pension funds. It publishes regular monthly, quarterly and annual reports on the financial condition of
these funds on its website.

3.1.5.3 Approach to Informing People

The state authority responsible for the pension system in Poland is the Ministry of Labor and Social
Policy (Ministerstwo RodziinRPIPS). ihagditian toPhe vabsitg,'k the
ministry communicates with the citizens also using official profiles of modern platforms such as
Facebook?!3, Instagram?4, Twitter!> and YouTube channels'®. The messages on these social networks
are related not only to the area of pensions but general social policy issues. Here, you can find
information on news and changes in legislation, as well as information on interesting events which take
place in cooperation with MRPIPS, on current spending in different areas, and much more. These

12 hitps://www.gov.pl/web/rodzina

13 https://www.facebook.com/mrpipsRP/

14 https://www.instagram.com/mrpips_gov_pl/

15 https://twitter.com/MRPiPS GOV _PL

16 https://www.youtube.com/user/MPiPSRP/videos
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channels serve as a comprehensive source of information on social policy in Poland and are provided
in a very simple and understandable form. They often try to explain specific information using one
picture/chart/video to make it accessible to every Polish citizen (see Appendix 5).

MRPIPS has also developed and manages a website!” which was created for questions focusing on
pension issues. This website primarily serves as a simple guide to understanding what pension is, what
are the basic conditions to pension entitlement, how to apply for it i it is a general site providing relevant
general information.

Another important source of information is the Social Security Institution i Za k §g ad Ubezpiecz
Sp o § e c kZ4UUg.dt Is generally perceived as the best and most comprehensive channel for obtaining

information on pensions in Poland. ZUS is involved in many different activities to promote awareness of

pensions. On its website,!® you can also find very thorough information describing how to apply for a

pension, as well as information on all legislation changes and how they affect the population.

You can find two pension calculators on the ZUS website!® to calculate the pension benefit. In the
simplified version, an individual can enter the basic personal data (date of birth, sex) and information on
the payments to the system that the individual has made (their amount, how much he has already paid,
how much he has paid in the last year), the retirement age and the year in which the individual started
to contribute to the system, current income, and the percentage of the average income in the future
(which everyone can choose). The result then shows the estimated pension account balance at the
retirement age and the estimated monthly pension.

In the second calculator, an individual should enter more specific data (for example, including zero
income for years when the person was not insured) and, of course, the results should be more accurate.
Unfortunately, probably due to some technical error, the simplified variant will open after clicking the link
to the more complex calculator.

Another large group of ZUS activities includes educational events. These include, for example, training

focusing on information about pensions in general, who is entitled to pension, how pensions are

calculated i ZUS is trying to raise general awareness of the pension system. This category includes

also the project named "Retirement i the future in your hands" (Emeryturait woj a przyszgoSi w
rikach) which has been in place since 2013. As part o
to broadcast information on how the pension system works in Poland among young people who have

not yet entered the labor market. During the first 5 years, 229,000 students participated in the program.

ZUS also sends an annual report on the balance of the insured individual's account. This letter (an
alternative to the Orange Envelope) is sent to anyone who has ever paid social insurance contributions
T even if it was just one zloty. It provides information on the overall balance of the pension account. The
first page shows the contributions that an individual has paid for each month of the last year. The next
page of the letter also shows the amount that the individual has saved in private pension funds (as a
sub-account). It also presents the hypothetical amounts of the pension benefit. The first one says what
the pension benefit would look like if the insured person stopped working on the last day of the previous
year and retired. The second one calculates the pension while maintaining the same amount of
contributions until the retirement age i here quite simple i the amount of the contributions collected is
divided by the estimated life expectancy. Typically, it is approximately 18 years or 216 - 220 months.
Both of these options are also available in the variant with the sub-account calculated. The last page
contains explanations of all terms that appear in the letter or are related to the pension issue, so that
the content is as clear as possible. An example of the ZUS letter is shown in Appendix 6.

ZUS also has a network of pension advisors that primarily serves to explain the situation to individuals
T what their pension might look like, including advice on how to improve their pension prospects 1 but it
is not used for the sale of specific services and supplementary insurance products.

17 http://www.emerytura.gov.pl/

18 hitps://www.zus.pl/

19 https://www.zus.pl/swiadczenia/emerytury/kalkulatory-emerytalne/emerytura-na-nowych-
zasadach/kalkulator-emerytalny-prognozowana-emerytura
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In 2019, the government in Poland approved a project to create a single online database in which
information will be collected from all three pillars, including the prospects for the possible future pension.
The entire service should be available online (also via mobile app) and should be functional in 3 years.

3.1.5.4 Microsimulation Model and its Utilization

The pension system microsimulation model was created in Poland in cooperation with ZUS and Deloitte
in 2014. In 2016, there were minor legislative changes that were not reflected in the model. As this
model is no longer up-to-date, it is used only for internal purposes of the government and ministries, and
the information from it is not used for individual communication on pensions.

3.1.6 United Kingdom

3.1.6.1 Pension System

The whole system underwent a reform in 2000 in order to raise the retirement age and to find balance
between men and women. Retirement age in the UK is 65 years, and if Brits wish to retire early, they
must count on zero state support until they reach the age of 65. It is possible to apply for pension from
an individual savings plan within respective terms and conditions. The United Kingdom is generally
promoting the state pensions as the basis, while trying to put a huge emphasis on the need for each
individual to consider whether the income is sufficient for him (and if not, to think how to increase his
future pension).

Three pillars of the pension system

l. State pension

The state pension is paid out of contributions that are automatically deducted from the income and paid
as a national insurance contribution. The pension from the first pillar is paid by the government, and it
is necessary to contribute to the system for 35 years in order to receive the full benefit. Pensioners in
the UK can expect one of the lowest state pensions, equivalent to 29% of their previous income.

Il. Employee pension

The second pillar is defined as employee contributions. It became obligatory in 2012 and the contribution
to this pillar is divided into employee and employer part. There is also a government-determined
minimum amount thereof. Thereisaso-cal | ed Apot o i nto whi & mthe évent
of a change of employment, the employee may decide to transfer it to the new employer or leave it with
the original employer and continue contributing there.

M. Private supplementary pension insurance

Private supplementary pension insurance schemes in the UK are divided into two types i the first is
more regulated by the state and the second one is more liberal and gives individuals greater opportunity
to influence their investments. Investments in the third pillar are supported by various tax advantages to
motivate the British to participate as much as possible.

3.1.6.2 Awareness of the Population in the Area of Pensions

In the UK, 59% of the population believe that future generations of retirees will be worse off than current
ones. The British expect 40% of their pension benefits to come from the state, 34% expect it to come
from the employer, and 26% should be covered by their own savings and investments. Almost half of
the British (45%) are used to save regularly, another 21% save at least occasionally. The remaining
34% currently do not save, while 13% had been saving but now have stopped, 16% plan to start saving,
and only 5% of the British have neither been saving in the past nor plan to start.
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3.1.6.3 Approach to Informing People

There is a great deal of effort in the UK to inform citizens about pensions and their future prospects in
general. As the state pension is one of the lowest in terms of the ratio between its amount and the
previous income, the emphasis is on communicating to individuals to think about how high pension they
would like to receive and how they could approach it. The state pension presents itself as a good basis,
with an emphasis on further savings to ensure that the British maintain their standard of living even after
retiring from work.

On its website?0, the British Government dedicated a whole section to state and employee pensions with
an emphasis on a detailed explanation of what each of these areas means. It has also created or
supports many other websites that focus on pension issues in a less official and more user-friendly form.
The first one is calledwhiiGeh baskhbwe ffoblowengi madt o:
you get, be t he r &foripicteres sae tAppgndibu7. Ihpaowide® liasic information and
guidance on how to prepare for retirement, emphasizing that the state pension is of a certain amount
and it is up to each British to consider if this is sufficient for him. Pension Wise?? provides more
comprehensive information on the pension system for citizens over 50 years of age so that they
understand their own pension plan. In order to approach a wide spectrum of residents, they respond to
various trends of events i for example international day of Star Wars (article: Star Wars: The light and
the dark side of pensions).

The most comprehensive website dedicated to pensions is the Pension Advisory Service?. Here, all
areas that deal with pensions are explained in detail but in a user-friendly manner. It is possible to
contact it by e-mail, phone, or via online chat. The last website we would like to introduce is the Money
Advice Service?*. The government also sets up this site, but its focus is to increase financial literacy in
society in general. One entire section is dedicated to pensions.

All of the above-mentioned sites also have their channels in the social media (Facebook, Instagram,
Twitter, YouTube) where they try to inform in an even more user-friendly way about pensions and all
things related.

Another activity that seeks to communicate the importance of preparing for retirement is the Pension
Awareness Day which was announced in the UK to be on 15 September. The symbol of this activity is
blue color and blue car/bus with which the Pension Geeks tour different cities. It is a project that links
government and industry with a clear goal i to make the British to take concrete steps towards their
retirement savings (or at least start thinking about them).

In addition, most quality British newspapers (Sunday Times, Guardian, Sunday Telegraph) have a
section on finance that regularly informs the public about changes and innovations in the pension system
and answers readers' questions about the pension system. Another media company that deals with
pensions is the BBC, especially as part of its Moneybox radio show.

There are multiple variants of pension calculators on the official government site?>. The simplest
calculator is one to calculate the retirement age, where people only enter the date of birth and sex. There
are two official calculators to calculate the retirement age. The simple version?® (accessible from
yourpension.gov.uk and moneyadviceservice.org.uk) is a basic calculator where the first step is to fill in
the date of birth, sex and age at which an individual would like to retire; the second step is to enter the
net income and pension amount that the individual would like to achieve. Other data entered includes
other retirement savings plans and employee savings plans which the individual has. The result is shown
at the expected retirement age and also at an older age (so that you can see the increase if the individual
continues working longer). There is also an option to change on an axis the amount of pension that an

20 hitps://www.gov.uk/browse/working/state-pension
21 https://www.yourpension.gov.uk/

22 hitps://www.pensionwise.gov.uk/en

23 hitps://www.pensionsadvisoryservice.org.uk/

24 hitps://www.moneyadviceservice.org.uk/en

25 https://www.gov.uk/

26 https://www.yourpension.gov.uk/pension-calculator/
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individual would like, the retirement age, the income, and also other indicators so that the individual can
see how these changes can impact the estimated pension.

The more complicated version?” is only available to people who have already earned the national
pension. Large amount of data about the individual and, if applicable, his partner is filled out i basic
demographic data (date of birth, in which part of the UK he lives, etc.), information on how he lives
(rental, ownership, etc.), whether he receives any benefits (for example, housing allowance for the
disabled) or pensions (for example veteran pension), information on supplementary pension insurance,
how much has been saved, including on his personal account. The result, which is then displayed to the
individual, should be a very accurate forecast of the pension to which the individual is already entitled
at that time (if everything is filled in correctly). There is also a link on how to apply for a pension (with
information that this is the only way for the individual to receive an exact amount)

3.1.6.4 Microsimulation Model and its Utilization

For pension related issues, the United Kingdom uses a pension model named PENSIM2 whose purpose

is, accordingtoLiandO6 Donoghue, to estimate the future distribu
distributional effects of changes in pension policy
example, in the design of the pension reform and was a very important tool that the government used

in its decision making. In the official section of communication and news on the government website?8,

we were unable to find a single message to the public informing about the utilization of a microsimulation

model and its outputs for individual provision of information to the public.

There is also an institution named The Pension Policy Institute (PPI) in the United Kingdom. Here they
work with three types of models: individual model (which, however, works with hypothetical individuals
or couples, not specific ones), aggregated model, and distribution model. These models, however, do
not serve to present information on the specific amounts of pensions, but rather are used for further
analysis and discussion with institutions.

3.1.7 Canada

3.1.7.1 Pension System

Canada's public pension system consists of the first and second state levels of the system and
subsequently the third private level. All citizens are advised that the state pension is not there to meet
all their financial needs i on the contrary, it should provide a certain base or, more precisely, a
supplement to the income from the third level of the system. All levels of the pension system are
described in more detail below

Pension system levels

l. Old Age Security (OAS)

Old Age Security is the first level. If an individual reaches the statutory age of 65, he is paid on the basis
of this level of monthly pension. It is Canada's largest public pension scheme. At the same time, it is
necessary to meet the condition of staying in Canada for at least 10 years after the individual has
reached the age of 18 years. The specific amount of the allowance is dependent on the number of years
spent in Canada af tirthday. mgenérah, dn individlial awho das livedBin Canada
for 40 years will be entitled to the full pension from this level.

Il Canadian Pension Plan (CPP)

This is the second level and at the same time the core level of the entire Canadian system. CPP uses
the PAYG principle. Employees, employers and self-employed contribute to it. Everyone who has
contributed to this level is paid a monthly pension after reaching 65 years of age (but from the age of 60

27 https://pensioncreditcalculator.dwp.gov.uk/pension-credit-calculator.php?new
28 www.gov.uk
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years, a person has an option to retire i in such case, the individual's pension is reduced = similar to
early retirement). Conversely, if a person decides to receive funds from this level at the age of over 65
years, his entitlement gradually increases. Disability and survivors' pensions are also paid from this
level. It applies to the whole of Canada except Quebec which has an equivalent level established with
its own conditions and rules. Pensions are paid to people who have worked and contributed to this level.

Earnings throughout the personbdés career are taken int

| evel are managed by an i RevénuetAgency (R A a rmre kept Sepanate
from other tax revenue of the state. In general, every individual who has contributed to CPP can expect
allowance approximately 25% of earnings from which he was paying contributions to CPP.

Il Private pensions and savings

This is the third level, which is completely on a voluntary basis. If an individual opts for it, he and his
employer contribute to it i often the individual contributes a certain percentage of their salary and the
employer contributes the same amount, or at least a portion of it. Funds from each individual account
are then invested according to the individual's risk profile. At a specified age, an individual can receive
the full amount accumulated at once (his contributions, employer contributions, and the net income of
the account) or receive it as a rent

3.1.7.2 Awareness of the Population in the Area of Pensions

A survey was conducted in Canada which found that 61% of Canadians rated their knowledge about
pensions at least as average. According to the survey, approximately 23% of the local population have
above-average knowledge of this issue, while 36% of people perceive their knowledge as insufficient.
One of the sub-questions in the survey was also to find out if people understand the calculations (not
just the mechanism), and for these questions the success rate ranged from 60% to 86%.

A survey conducted by the Canadian Statistical Office showed that families in general are on the edge
of insufficient savings for future pensions. The local statistical office selected all families for whom their
calculated pension did not amount to 60% of the family's income before retirement. Based on the
findings, it was concluded that approximately 24% of families whose members are approaching
retirement age are at risk of having insufficient retirement income and will therefore not be able to
maintain their current standard of living.

3.1.7.3 Approach to Informing People

As the main means of communication to citizens, the Canadian pension plan uses the so-called
iStatement of Co n tich prbvidds iinformation abo8t@h€ fontnibhtions to the second
level (CPP) annually. The obligation to send SOC has been regulated by law in Canada since 1996.
This document informs each citizen what his pension calculation basis income is, and the citizen can
see his contributions. This information is divided according to individual years and an estimate of what
their pension will be is denoted.

This is an individualized document. If a person is over the age of 30, the document shows him his
estimated pension as well as the estimated potential disability or survivor's pension. For SOC recipients
who are over 30 years of age the message contains information on their contribution, income counting
towards their pension amount, the potential pension in case of disability or potential survivors' pension.

For recipients aged 18 - 29, the communication only provides information on their contribution, earnings
counting towards their pension amount.

Based on the information communicated in this document every citizen can make informed decisions
about their pension plans (how much and where to save money for retirement).
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Onthewebsiteof Canadads ?2gtherveeasralsorae aption to use an online retirement income
calculator3. The total state pension (i.e., from the first and second level) is calculated based on the
information provided. Possible voluntary private savings for retirement are not included here. However,
it is important to have all the necessary documents and one has to enter the information manually in
various steps. The official website states that the time required for entering information and calculating
is approximately 30 minutes. On the other hand, it is possible to have the calculation performed based
on the average income if you do not have the necessary documents at hand (at least to get a general
idea 7 but the informative value for a particular person is not very high). After the individual answers a
series of questions, he is shown the estimate of his future amount of pension and all his future pension

contributions are included here. ) ) ) )
In addition to an illustrative Figure 4: Overview of information on the amount of pension on the

chart, there is also an overview website of the Canadian Government
table where an individual can

See what his entitements are

for hlS future pension1 hOW General Information  Date of Birth: July 1983 Annual Retirement Income Goal: $30,000
. . Life Expectancy: 88 Current Annual Income: $41,000
much he will approximately Gender: E
receive, and what the GAP, if @ feen sl e o CPrAmuatrension e
any, is (positive or negative). Employerpension  Defined Contribution Plan
. Receiving at Age: 65 Employer Annual Pension: $21,070
For more detallsy see Chybal N Employer Contribution $2,000 Your Contribution: $5.000
enal ezen zdrand oo e
Figure S Graphical o oo 10
representation of the amount Annual Income: s14018
. Receiving at age: 65
and structure of the pension on Ending at Age: n
the WebSIte Of the Canadlan Annual Rate of Return Until Re{ireme.m: 50%
Annual Rate of Return in Retirement: 40%
Government. Qtherincome NIA
. . . Old Age Security, OAS Age Eligibility: 65 OAS Pension: $7.362
Flgure 5 Graphlcal (0as) Receiving at Age: 65 Years lived in Canada: at least 40
representation of the amount
and structure of the pension on the website of the Canadian Government
Estimated Annual Retirement Income
Results
Annual Retirement Income Goal $30,000 HE I I EE I m
Annual Average Retirement Income Estimate = 534,502 40000
Difference: 54,502
30000 ==
Notes: 20000 Buinninninninn
The horizontal line represents the annual retirement income
goal that you selected.
10000
Each bar in the chart reflects your estimated annual
retirement income (by source of income) at a given age.
0
65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 B3 B4 85 86 B7 B8
If your estimated income is different than your desired B Annual Retirement Income Goal: $30,000
retirement income, you may want to see what happens if you
change some of your information. This can be done by B | 0ld Age Security:$7,362 annually (starting at age 65)
SEIeCting the values in the summary table above. B petirement Savings:$14,047 annually (from age 65 to 71)
L] Employer Pension:$21,070 annually (starting at age 65)
| |

Canada Pension Plan:51,973 annually (starting at age 65)

3.1.7.4 Microsimulation Model and its Utilization

Canada uses a dynamic microsimulation model, DYNACAN, in connection with the pension system,
which was developed by the Canadian government primarily to analyze the proposals to amend the

29 https://www.canada.ca/en/employment-social-development/programs/pension-plan.html
30 hitps://www.canada.ca/en/services/benefits/publicpensions/cpp/retirement-income-calculator.html
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Canadian Pension Plan (CPP). DYNACAN was developed as a result of a five-year effort and is now
being used to explain the financial implications for individuals and their families on the proposals of the
policy of CPP. The model simulates basic demographic and economic situations which are reflected in
the amount of pension.

The model is primarily used for the CPP policy and, as the case may be, subsequently also for other
policies where income can be used. Nevertheless, it is not accessible (and there are currently no plans
to allow such use) for users outside the Canadian government.

3.1.8 Australia

3.1.8.1 Pension System

According to Melbourne Mercer Global Pension Index, Australia has one of the best pension systems
in the world. Australia started a gradual transition to a private pension security system in 1992 and now
the pension system consists of three pillars. The first pillar is a public system paid from government
revenue (Age Pension) and serves as a basis for people who could not or were unable to save enough
money during their working life. The second pillar is represented by mandatory employee plans
(Superannuation guarantee). The third pillar is voluntary private pension plan (voluntary Superannuation
contributions).

Three pillars of the pension system

I Age Pension

It is the state pension system and the first pillar of the Australian pension system. This pillar is public,
tax-funded, operates on a non-contributory basis and serves as the primary support for paying out
income to people who have reached the retirement age. The age limit is currently set to 66, but will
increase to 67 years in the coming years. Only people meeting the criteria of age, income test, property
ownership and residing in Australia are eligible for this type of pension. If a pensioner exceeds a certain
value of the property, the pension will be reduced or entirely denied. This pension works as a basis for
people who have not been able to save enough money during their lifetime and cannot be claimed by
everyone i people who have higher income and more property than the set limit are not entitled to this
pension. In addition to Age Pension, seniors may be entitled to health assistance, assistance with rent,
medical products and other living expenses. In 2018, 62% of all pensioners were entitled to the
maximum possible and non-reduced pension.

. Superannuation guarantee

The second pillar is the backbone of the Australian pension system and consists of individual pension
accounts provided by pension funds. In 2002, a transitional period ended, during which all employees
in Australia paid 9% of gross salary to the pension fund; in 2013 and 2014, it was increased to 9.5%,
and from 2021 to 2027, the percentage is supposed to increase up to 12%. The pension fund collects
and invests the money and will later pay the pension. Currently, this main pillar is funded by compulsory
employers' contribution 9.5% of the employee's gross salary and this payment is mandatory if the
monthly salary reaches AUD 450. Contributions in the second pillar are paid to pension funds, which
are most often managed by a particular employer, but many contributions go to the funds of industrial
associations, the public sector, or financial institutions. These employee contributions are subject to tax
deductions for all employers. Approximately 77% of the population between ages of 15 and 64 have at
least one superannuation account.

Il Superannuation contributions

The third pillar takes the form of voluntary pension plans. Contributions in this third pillar can be paid
both to the third pillar itself in the form of Retirement Savings Accounts, and to the second pillar funds.
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The amount of the contribution is voluntary and the contributions are supported by tax advantage and,
up to a defined income, also by a state contribution.

3.1.8.2 Awareness of the Population in the Area of Pensions

Global Retirement Reality Report 2018 shows that Australians of all ages accept personal responsibility
for ensuring adequate retirement income. Perceptions of pensions have shifted from a benefit provided
by the state to accumulation of money for old age, and the perception of the second pillar as a 'deferred
income' undoubtedly helped change the perception of retirement for Australians for the better, especially
in comparison with European countries, where expectations from the state contribution are still very
high.

Although Australians understand that they have personal responsibility for their pension, most people
are not optimistic about their retirement. The study shows that only one in five working people feels
optimistic or happy about their retirement financial situation.

If people who have recently retired should give some advice to working people, most often they would
advise that they should engage in early retirement planning, start saving sooner, or more. Only 21%
would focus on other priorities.

The study also showed that 35% of the working population has no or very little awareness of how much
they have saved and only 43% knew how their savings were invested. As the age of respondents
increased, awareness increased.

The 2017 pr ofNoerckt, nCaameed fHeal t h aAgénd&eshows tlean8@oh df the
respondents from the sample said that their employer was contributing to their pension. Approximately
a third (32% of men and 35% of women) stated that they contribute also themselves and voluntarily. A
question was also asked within the project, how the government and politicians could improve the
transition from work to retirement and how to better prepare for retirement. Many people focused on
uncertainty and instability in relation to the benefits and costs of the superannuation and on constant
changes to the rules on contributions.

3.1.8.3 Approach to Informing People

A government agency, Services Australia, offers Australian citizens options of retirement planning and
information seminars on savings planning and understanding both Superannuation and Age Pension.
These seminars are free of charge and take place in different places in Australia, there is also the
possibility to arrange a personal meeting or arrange a phone call with an advisor. The seminars are
designed primarily for people who want to learn how to prepare for retirement and understand all the
options they have. The seminars can focus on understanding the likely financial situation after retirement
while providing information on a range of strategies to prepare for retirement.

Official websites contain several different pension calculators. The official website Centrelink3! (a
government agency set up at national level to provide services to people in need of social security
payments) includes a cal el at o e?whiahrhep tobrd and esenrate
the pension, plus also other benefits that the person may be entitled to. The candidate enters into the
calculator his data such as age, sex, marital status and situation, disability, if any, amount of income
and property value and so on. The calculator then evaluates which payments or services the candidate
might be entitled to. If the calculator evaluates that a candidate might be entitled to the Age Pension, it
is followed by a more detailed analysis of the income and assets of the person concerned and his
partner, and then the calculator makes the estimate based on the income and assets entered in the
previous section. Before the results are displayed, the candidate is informed that the estimate provided
does not take into account all the circumstances that could affect the candidate's pension amount and
that the estimate does not guarantee a payment of that amount i the result should therefore serve as a
tool for better guidance. The result of the calculation is simply displayed as an amount awarded from

31 https://www.centrelink.gov.au/
32 hitps://www.centrelink.gov.au/custsite pfe/pymtfinderest/paymentFinderEstimatorPage.jsf?wec-
appid=pymtfinderest&wec-locale=en US%2C#stay
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the pension system or the amount that the candidate could collect in form of an annuity, see Figure 6:
Presentation of the result of the Australian pension calculator.

If a person does not meet the age criterion of eligibility to the Age Pension, the calculator will not offer
the Age Pension; it will only offer the allowance to which the person might be entitled. After clicking learn
more, it refers to a website33 containing information on the Age Pension.

Figure 6: Presentation of the result of the Australian pension calculator

Your possible rates for Age Pension are:

Age Pension: $593.00 per fortnight

Energy Supplement: $10.60 per fortnight

Pension Supplement: $51.90 per fortnight
Total estimate from Centrelink: $655.50

per fortnight

The website®* offers a calculator which calculates the size of the employer's contribution to the super
funds when you enter your income; it is necessary to choose the period for which we want the results
and then just add the amount of income; the income is to be filled out individually for the quarter. It
displays the amounts paid by the employer for each quarter and their total sum.

The website 3 super and retirement calculator offers about 7 calculators linked to pensions. For
example, the calculation of the retirement age and the age at which you will be able to get money from
the Super Fund, to estimate the amount of your retirement, up to an estimate of the amount paid in
retirement, an estimate of the employer's contribution, or an estimate of the Super Fund account
balance, including the option of entering voluntary contributions.

Here you can also find the so-called retirement planner which, based on information on age, income,
preferred retirement age, status, amount of savings and allowance under occupational pensions, the
amount of voluntary contributions and the planned periods without employment, if any, provides an
estimate of the pension for each retirement year and distribution by origin of the income. The candidate
can see the amount indicating the amount of the annual pension and the distribution of pension sources
for each year, which is shown in the chart (see Figure 7: Graphical representation of the pension amount
development on moneysmart.gov.auFigure 7: Graphical representation of the pension amount).

Below the resulting amounts calculated by the calculator, one can see, for example, a note that the
results are displayed in today's dollars, which means that they are adjusted for inflation. The calculation
assumes a year-on-year increase of 2% due to rising cost of living (CPI inflation) and additional 1.2%
because of the increased living costs. The inflation rate used for the calculation can be changed in the
advanced settings of the calculator. In addition, the calculator shows a warning, for example, that it is
only a model, not a forecast, and the results are based on the limited information that the person
provided. It is only a model, not necessarily a true prediction of the future situation.

33 https://www.humanservices.gov.au/individuals/services/centrelink/age-
pension?utm campaign=eea-pf&utm content=claiming&utm medium=web-
application&utm_source=eea

34 https://www.ato.gov.au/calculators-and-tools/estimate-my-super/

35 https://www.moneysmart.gov.au/tools-and-resources/calculators-and-apps
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One can check whether the
employer indeed pays contributions
to the super fund using the MyGov3¢

application in which it is possible to
trace the amount paid by the I I I I
employer if you open an account. I

Figure 7: Graphical representation of the pension amount
development on moneysmart.gov.au

® Income from your super @ Age pension

The  MoneySmart 37  website
dedicates an entire section to
retirement and to the super funds.
You can find the above-mentioned
calculators there, information on

retirement, or even a manual named Vour retirement income Need o o7
Super deCISIOﬂS 38 Whel’e you Ca.n Estimaledarmualincomemretiremenl(unu\age‘)(]):s35,045 O Improve your resuits:
X This is made up of: If you want more money in ret.\remen(.trychanging
learn, among other things, how to - e
. . . m Income from your super
deal Wlth Sltuatlons Where your W Age pension Find out how much is enough income to retire on.

employer does not contribute
properly to your super funds.

3.1.8.4 Microsimulation Model and its Utilization
The microsimulation model is used for internal purposes only, it is not public.

The Treasury currently has a project which is supposed to significantly improve the capability of detailed
modeling of retirement income in Australia. The Model of Australian Retirement Incomes and Assets
(MARIA) is a long-term dynamic microsimulation model of the Australian pension system. Once itis fully
operational, it will provide an estimate of old-age pension expenditure, the managed pension super
funds and the adequacy of the retirement income of the entire population, even in the medium term. It
will also enable detailed distribution analysis of both the current and hypothetical set-up of the pension
system.

The new model MARIA of the Treasury aims to provide new and beneficial knowledge of an important
and difficult area. By applying dynamic microsimulation and using the unique outline of Australian
individuals created by combining de-identified administrative and survey data, this model offers a wealth
of valuable knowledge that can shed new light on the challenges of the retirement policy.

3.1.9 The Netherlands

3.1.9.1 Pension System

According to Melbourne Mercer Global Pension Index, the Netherlands, together with Denmark, has the
best pension system in the world.

The whole system consists of three pillars i the first public pillar in the form of state pensions, the second
pillar in the form of private employee plans and the third pillar i voluntary supplementary pension plans.

Three pillars of the pension system

l. State pension system

Everyone living or working in the Netherlands creates this pension under the old-age pension law (AOW
- Algemene Ouderdomswet). Anyone currently working in the Netherlands contributes to this pension
system. When this pension was introduced, the retirement age was set at 65, and the age is currently
rising; people born after 31 December 1958 will retire at 67 years at least, but the exact retirement age
will always be determined five years in advance and will be linked to life expectancy. For example, the

36 https://my.gov.au/LoginServices/main/login?execution=e1s1
37 https://www.moneysmart.gov.au/superannuation-and-retirement
38 https://www.moneysmart.gov.au/media/555121/super-decisions.pdf

36


https://my.gov.au/LoginServices/main/login?execution=e1s1
https://www.moneysmart.gov.au/superannuation-and-retirement
https://www.moneysmart.gov.au/media/555121/super-decisions.pdf

retirement age calculator?® states that a person born in 2000 would retire at the age of 69.5 years,
provided, however, that this figure is definitely not final and is likely to change, and the final figure will
be ascertained not before 5 years prior to retirement. State pension is provided by the Social Insurance
Bank (Sociale Verzekeringsbank) and constitutes a PAYG system. The amount of the pension benefit
is derived from the change in the net statutory minimum wage, which is increased twice a year in the
Netherlands. The amount of the benefit is not related to the amount of the individual's income; it is rather
determined on a flat-rate basis. Married couples receive 50% of the minimum wage, pensioners living
alone receive 70% of the minimum wage. The basic benefit is increased by 2% of full value for each
year the working individual has lived or worked in the Netherlands.

I. Voluntary supplementary pension plans

In the second pillar, most employees create a supplementary pension through their employer. This
pension system is usually managed by a pension fund or an insurance company, with contributions
being paid by both the employee and the employer. The pension fund invests the contributions from
employers and employees in, for example, real estate or bonds and uses the accumulated money in the
future to pay pensions. The second pillar is referred to as one of the best developed occupational
pension plans in Europe.

Under Dutch law, companies and pension funds are strictly separated; pension funds are legally and
financially independent of the companies. Pensions are funded from contributions paid by their members
and by the return on investment of those contributions. Most of the money in retirement pension funds
in the Netherlands is managed by pension funds; there are three types of pension funds: industrial funds
(they work for entire sectors such as public administration, construction, hotels, etc.), corporate funds
(company funds, for one company or corporation), and pension funds for independent professionals
(such as doctors and dentists).

Pension funds act as non-profit organizations and do not form part of the company. Therefore, pension
funds will not be directly affected if the company gets into financial difficulties. According to a study

named AThe Dutch Pensi of $het &kmyamspeert sioew mor e

belong to a pension fund under the 2" pillar. At the end of 2008, there were about 600 pension funds in
the Netherlands. Three quarters of employees are in an industrial pension fund; the largest fund in the
country has more than 1 million active members and invested capital more than EUR 150 billion. At the
end of 2008, pension funds managed capital in total amount of approximately EUR 600 billion. The
contribution rate is 17.9% ofthe e mp | o ygess 8atary (collected within the income tax)).

Il Individual supplementary pension

The third pillar is an individual supplementary pension that people use as a supplement to the first two
pillars. People can get this supplementary pension savings plan, for example, through life insurance or
bank savings. People can use the money saved in this way, for example, for early retirement or as
addition to their pension under the first and second pillar. Self-employed individuals often create their
own pension in this way. This way of saving money is usually subject to tax advantage.

3.1.9.2 Awareness of the Population in the Area of Pensions

A study named The New Social Contract: a blueprint for retirement in the 21st century (The Aegon
Retirement Readiness Survey 2018) was published in 2018, examining the answers of respondents
from 15 countries, including the Netherlands. For example, the study looked at the forecast of the living

standards of todayédés wor king pe 0 p5befpeoplenthiskithatdheyt o

will be worse off in retirement than the current pensioners, 27% think they will be on the same level, 9%
think that they will be better off, and 9% don't know. Regarding their future income, 40% of people rely
on state income, 37% on their employer, and 22% on their own savings and investments. It is
encouraging, according to the study, that almost half (47%) of working people around the world say they
would probably take advantage of the possibility of their employer automatically raising the amount of

39 https://www.svb.nl/en/aow-pension/aow-pension-age/your-aow-pension-age
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contribution to their pension plan by a certain percentage each year. In the Netherlands, this threshold
would be, according to the respondentsd wishes, 7. 4%.

On average, the Dutch expect their financial demands in retirement to be 72% of their current earnings.

In the Netherlands, only 9% of people have a retirement plan that they implement, while 38% have a

plan but it is not implemented, almost half, 49% of people have no plan and 5% of people said they do

not know. On the scale from 1 to 5 where 1 means Al
responsi bleo, the average result in the Nether.l ands i

The study entitled Pension Communication in the Netherlands and Other Countries reviewed the impact
of the introduction of the online pension register. Here, people can easily find information about their
pension in the first and second pillar, i.e., in particular the amount they can expect in the future if they
remain in their current job until retirement age. Pension communication became a topic when it turned
out that knowledge about pensions was low in the Netherlands. After the introduction of the online
pension register in 2011 and the obligation to distribute the UPO envelopes (which are supposed to
raise awareness of pensions among residents or of the amount they can expect after retirement, see
below) in 2008, the pension-awareness index was calculated, which was measured in the period
between 2009 and 2011 and showed no improvement in pension awareness. A study based on empirical
research has shown that the annual provision of an overview of pensions has little positive effect on the
knowledge or awareness of pensions. However, awareness of pensions in the Netherlands is low, and
this has not changed over the three years, despite the introduction of a uniform pension overview. The
second major finding of the study is that knowledge of pensions has a positive effect on active decision
making on pensions.

3.1.9.3 Approach to Informing People

One of the forms of informing citizens about the future amount of pensions is the so-called UPO i
Uniform Pension Overview. This is an A4 envelope that is delivered by mail to everyone who works
and saves money into the fund (2 pillar). It is often compared to the Orange Envelope that is
distributed in Sweden. This letter contains information on how much the employee has saved up so far
in the fund; how much money he should save if he continues to work the same way; from which part of
the income the pension is derived (if everything is OK with the employer's contribution); A factor (= the
amount by which the pension was increased for one calendar year; this is an important amount for
people who have not yet retired; this amount should be used when calculating the tax). The purpose of
this document is to unify the information that individuals receive independently of the fund they use. All
information from this letter should also be available online at mijnpensioenoverzicht.nl, see below. The
structure of the letter is clearly defined and should correspond to the structure in the online overview.
An example of UPO is provided in Appendix 8.

UPO and the pension register
should provide information on future
income in three scenarios: realistic,

optimistic and pessimistic, which ity
should explicitly imply that future
retirement income is uncertain. This arh e

was due to the fact that at present

pensions in the second tier are

riskier than they used to be. The Als het tegenzit,
Dutch  pension system has  “mne
developed a uniform method for o i
calculating the amounts of the three

possible scenarios for different

pension plans. The calculations are

Figure 8: Presentation of pension amount pension for various
economic scenarios in the Netherlands

Als het meezit,
ontvangt u meer

€ 2590

netto per maand

based on no less than 2000 different U heeft nu opgebouwd
economic scenarios (namely, yield €1297
and interest rate curve netto per maand

developments). The median is
considered to be an expected or realistic scenario; the pessimistic one is based on the lower 5% of the
results and the optimistic one on the top 5%. These results will be communicated through an image,
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see Figure 8: Presentation of pension amount pension for various economic scenarios in the
Netherlands.

On the website of Social Insurance Bank* (SVB) it is possible to learn how high the state pension is for
people living alone and for people living with a partner. The values change every 6 months (minimum
wage increases every 6 months). The website also offers a calculator* which calculates the expected
retirement age when you enter the year of birth.

SVB can approximately tell you what pension you should expect, or you can sign in My SVB and request
a calculation of a pension tailored to your specific situation. This sign-in requires DigiD (DigiD is a
platform for identity management which government institutions in the Netherlands can use to verify
residents6é identity on the Internet).

On the website #AMy#*ypueaars alsorsignoirv asing/ DigiDv éfter logging in at
mijnpensioenoverzicht.nl within the section entitled What is your life situation you will first see which
pension providers collect your data. To calculate your state pension, you need to specify whether you
have a partner or not. It is also possible to fill in the box with current income, then you can find out the
difference between the current and future income.

Click AView my plowusswhabthe persoeacoumnuatedin the AOW (state) pension and
in the employee pension fund. The structure of future pension can be seen in more detail and it is
possible to switch from net per month to gross per year (net/gross). The graphical representation can
be seen in the picture below.

It shows results for several possible ages; for the selected age, the total income per year, per month,
and the difference in income from the current situation of the individual, as shown in Figure 9: View the
amount of pension for different retirement times.

Figure 9: View the amount of pension for different retirement times

= my calculated pension

= overview at 65 years of age

= the total pension to be achieved
= you will receive gross per year

= this is converted to € net per month
=this is & less than you currently receive in a month

When you click the AChange in My Situationodo tab,

the pension. It includes the following possible scenarios: death, early or postponed retirement, loss of
employment, taking up a new employment, incapacity for work, cohabitation, marriage, children, divorce,
etc. When you visit the first tab, you can see how much the survivors would receive in the event of death;

40 https://www.svb.nl/int/en/aow/hoogte aow/bedragen/index.jsp
41 https://www.svb.nl/en/aow-pension/aow-pension-age/your-aow-pension-age
42 htps://www.mijnpensioenoverzicht.nl/
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