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Towarzystw Emerytanych About the Chamber

Established in May 1999

Brings together 11 from 12 Open Pension Funds
that manage the assets of 152.248 billion PLN
(95.74% of the market)

Represents interests of its members and supports
day-to-day activities

Delegates its representatives to numerous institutions,
including the Council of the Financial Market Development
at the Ministry of Finance

Cooperates with a number of organizations, institutions
and external experts to strengthen our position and provide
an independent, high quality expertise

www.igte.com.pl
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Towarzystw Emecytainych Recent Achievements

Contribution to abandoning the idea of introducing a
voluntary on asset

Convincing the President and Ombudsman to submit
motions to the Constitutional Tribunal regarding new Law on
OPF

Involving a number of employers' and capital market
organizations to support Chamber’s activities in 2013

Establishing rules of payment of outstanding dividend with the
Financial Supervision Commission

Increasing number of positive publications regarding OPF
(over 300% from June to the end of December 2013)

www.igte.com.pl
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INTRODUCED IN 1999

Mandatory System — splits contributions into two parts

Q

Notional Defined
Contribution system
with individual accounts

Contribution of 12,22%
gross salary

The system run by Social
Insurance Institution
(ZUS)

Accounts indexed
according to wages bill
changes insuring
immunity

g

g

Funded part of pension
system

Contribution of 7,3% of
gross salary

Managed by private,
commercial institutions -
Open Pension Funds
(OPFs)

With Financial Defined
Contribution formula

O Individual retirement
accounts (IKE) — life
insurance with investment
fund, bank account,
investment fund or
brokerage account

L Occupational pension
schemes (PPE) — group life
insurance with investment
fund, corporate pension
fund, investment fund
or foreign provider
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- analysis prepared by the Ministry of Finances in 2010
Pension deficits 2010 Sources of deficit:
PLN billion

Demographic factors
(aging population, low activity)

Low actual pension age (F: 57.5; M: 61.4)

KRUS Privileged social groups
(FER) (early retirement schemes for miners,
______________________________ teachers, etc.)
""" Transfers to OPF (pre-foundin
OTHER* (p g)
"""""""""""""""" Expenditure coverage with contribution:
only 10%
TOTAL 91
Uniformed services employees do not
pay contributions (pensions are paid from

budgets of respective ministries
* Includes uniformed services, retired g P )

judges and prosecutors. Low retirement age (ability to retire after
15 years of work)

www.igte.com.pl
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Contributions to OPF cut
from 7.3% to 2.5%
Entrance fee cut from 7%
to0 3.5%

Ban on acquisition

Decrease
in disability
pensions
contributions
rates

Higher
pension
indexation

Introduction
of Pension
Reform

Introduction of IKZE

Redemption of 51.5%

of assets

Volountary contributions
to OPF

Gradual transfers of
savings from OPFs to ZUS
Ban on advertising

A

1999 2003

e . Partial ...
Military, Policy & . e Elinination
Miners excluded elimination
T G from the general of earl of early
from the new g X Y retirement
ST system retirement schemes
schemes
Pension system contributions
% of gross salary
19.52 19.52 19,52 1952 19.52 1952 19.52 19.52
230 | 2.30
OPFs i l &2 l L l 330 il 330 f 350
accounts *
Pillar 1
individual L 17.22 @ 16.72 | 16.42 | 16.22 @ 16.22 @ 16.02
account

2010 2011 2012 2013 2014 2015 2016 2017

Before changes After changes

Review of the
system (2 years
after the reform)
= Transfer window
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Accumulated deficits Searching for money - in the report
2011-2014 forecast regarding pension system the government
PLN billion tried to convince society, that the current

pension deficit exceeds PLN 90 bn a year
because of OPFs.

Eurostat problem: classification of funded
savings

Questioning the sense of the 2nd Pillar:

----------------------------- ,Roulette of the capital market”
(Professor of the leading economic
OTHER* 51 school)

------------------------------ ,When | am to choose between the
interests of some OPFs and the interests
TOTAL 387 of 16 m fund members, | shall choose
the latter” (Minister of Labour and Social
Policy)

* Includes uniformed services, retired ,Vagaries of the financial market”
judges and prosecutors. (Representant of SLD - Polish left-wing

party)

www.igte.com.pl
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Redemption of 51.5% assets
Voluntary payment of contributions to OPFs

Gradual transfer of savings from OPFs to ZUS —
10 years before retirement

Ban on advertising (under the threat of a fine of 1 - 3m PLN)

Ban on investing in State Treasury bonds
Transition period of a minimum level of investments in shares
Entrance fee were cut from 3,5% to 1,75%

The foreign investment limit raised to 30% by 2016 (10% in 2014,
20% in 2015 and 30% in 2016 )

Minimum benchmark was abolished

www.igte.com.pl
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Mandatory System
O Notional Defined O Treated by the O Individual retirement
Contribution system with government as a part of accounts (IKE)
individual accounts public pension system
0 R . 0 o . O Individual retirement
Contribution of 16,6% Contribution of 2,92% of security account s (IKZE) —
gross salary gross salary may be provided by OPFs
Q Fontrlbut|on of 12,22% L Defined Contribution 0 Occupational pension
indexed according to formula

_ schemes (PPEs)
wages bill changes

insuring immunity

L Contribution of 4,38%
indexation depends on
nominal GDP growth in
the last 5 years
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Towizysn Emerytinyc BEFORE AND AFTER FEBRUARY 2014

20 —

TOTAL
(bln EUR)

15

10 —

N
75\ B Net assets I Net assets
- January, 2014 - February, 2014

_ (bln EUR) (bln EUR)
www.igte.com.pl Data: KNF, March 2014
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AEGON OFE
OFE PZU "Ziota Jesien™ 1,63 bin EUR

5,10 bin EUR Allianz Polska OFE
/ 1,70 bin EUR

OFE Pocztylion

0,73 bln EUR \\
PKO BP

Bankowy OFE
1,70 bin EUR \

Aviva OFE
Aviva BZ WBK
E?,'é?,ﬁ] EEE T 8,‘5"7vt3n EUR
Nordea OFE TOTAL
1,75 bin EUR
38,34 bin EUR
MetLife OFE —
3.07 bin EUR

\ AXA OFE

2,43 bin EUR
\— Generali OFE
1,93 bin EUR
ING OFE
9,15 bin EUR

www.igte.com.pl Data: KNF, September 2014
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LOOKING AHEAD...

www.igte.com.pl
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Presidential Motion to the Constitutional Tribunal:

Moreover, the President of the Republic of Poland signals to the Tribunal the
existing divergence of opinions as to the status of contributions paid to the
open pension funds and those accumulated in the OFE (there is, however, no
question asked with a request to resolve this doubt)

Ombudsman’s Motion to the Constitutional Tribunal :

Ombudsman underlines in the Motion that in his opinion money gathered in
OPFs are public. However, he emphasizes as well that the future pension
obligations will be costly for the public finances and at this point the reform
has not been justified enough.

www.igte.com.pl
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NON-COMPLIANCE WITH INDUSTRY IMPLICATIONS
THE CONSTITUTION

Possibility to increase the number of Clients in 2016
* No ban on advertising

* Numerous comments in media will raise the matter again
and lead a discussion concerning OPFs, showing that
government’s decision regarding the reform was wrong and
against the Constitution — the biggest case ever

* The government will be obliged to lift the ban

* Clients would feel more safe and may changes their decision
regarding OPF

* The Constitutional Tribunal may not void the recent
decisions of those born before 1969, but will create an
opportunity for them in 2016.

* There is a very small chance that the Constitutional Tribunal
will order the return of assets to OPF.

www.igte.com.pl
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NON-COMPLIANCE WITH INDUSTRY IMPLICATIONS
THE CONSTITUTION

e Constitutional Tribunal should order the return of assets to
OPF

* Judgment will mean that in the future the government will
not be able to move to ZUS any assets from OPF

* Political consequences — the idea of the reform may be
guestioned and possible future changes will be more difficult
to provide

www.igte.com.pl
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New ideas for changes in Il pillar

All main political parties are convinced that introduction of
Il pillar was a mistake and was/is too costly

The Constitutional Tribunal probably will not address the issue of
whether the assets accumulated in OPFs are private or public.
This may reinforce the belief among politicians that these assets
are public

The idea of providing full voluntary, transfer of assets to ZUS
earlier then 10 years before the retirement and further cutting
fees, may appear again

Consolidation is still inevitable

www.igte.com.pl
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CHANGES IN Il PILLAR MAY CREATE
AN OPPORTUNITY FOR CHANGES
IN 11l PILLAR

www.igte.com.pl
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PILLAR Il Number of % of
(2013) participants employees
IKE 817 700 5,2
IKZE 496 400 3,2
PPE 375 000 2,4
TOTAL 1 689 100 -

Data: KNF, GUS, (average NBP exchange rate of EUR., December 31, 2013

Assets

(bln EUR)

1,04

0,02

2,27

3,33

0,26

0,01

0,57

0,84
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FOREIGN INVESTORS PARTICIPATION IN TREASURY DEBT

(bin EUR and %)

280
260 —
240 —
220
200 —
180 —
160 —
140 —
120
100 —
80

189,4 196,3 243,0 313,1 389,0 432,4 434,7 443,8 444,5

] ] ] ] ] ] ] ]
2007 2008 2009 2010 2011 2012 2013 VII2014 VI 2014

I foreign investors [ domestic =~ &————@ foreign investors share

Source: Capital Strategy, ,,How to mobilize additional retirement savings”, November 2014

— 70%

— 60%

— 50%

— 40%

— 30%

— 20%

— 10%

0%




IGTE

Izba Gospodarcza
Towarzystw Emerytalnych

‘ Predicted changes in the adequacy of

pensions in Poland between 2015-2040

The amount of pension granted
to a person with the average wage,

in relation to the average wage in the
85% * economy at the time of the retirement.

2015 2040

Source: Capital Strategy, ,,How to mobilize additional retirement savings”, November 2014

www.igte.com.pl
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Development of voluntary pension schemes (Il pillar), which
may help to mitigate decline in replacement rates, facilitate the
financing the economy and increase macroeconomic stability of

the country.

Finding solutions which are universal

Solutions should combine the employee's voluntary contribution
complemented with the support from the employers and the
state

Employees should be automatically enrolled into the program,
but must to have a chance to withdraw from the program.

Fiscal incentives should not lead to the transfer from the
taxpayers to the higher income groups

Source: Main recomendations from European Financial Congress, June 2014, Sopot

www.igte.com.pl
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To support motions provided to the Constitutional Tribunal

= To engage different organizations in presenting their own analysis
regarding the reform and its consequences, e.g. for the long-term public
finances

To raise the need for additional savings in lll pillar, indicate
the need for changes and be prepared for the discussion

= |GTE prepared the report by independent experts showing why do we
need additional savings and what can be done to increase long-term
retirement savings

= Cooperation with Warsaw Stock Exchange and external experts, who also
prepared their own analysis on this issue

= December 1st Chancellery of the President presented recommendations
for the reform in Il pillar. The Chamber participates in consultations on
the report.

= The need for additional savings has been already raised by some political
parties and we plan specific actions to sustain it among politicians,
experts and individuals.

www.igte.com.pl
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Thank you!

Matgorzata Rusewicz
m.rusewicz@igte.com.pl

www.igte.com.pl



