TRADE UNION ADVISORY COMMITTEE

TO THE ORGANISATION FOR ECONOMIC
COOPERATION AND DEVELOPMENT
COMMISSION SYNDICALE CONSUITATIVE
AUPRES DE NISATION DE PERATION
ET DE DEVELOPPEMENT ECONOMIQUES

Submission to the OECD Working Party on Private Pesions
Paris, 23 March 2009

Table of contents

Comments on the Draft OECD Policy Responses t@ties..............ccoovvvvviiiiiiiiiiiinnnenes 1

Responses by TUAC affiliates to the OECD QUESLITBBA...............ueiiieiieeeeeeeeeieeeeeeieeees 3
Impact of the crisis on the pension funds’ fundiENEIS ..., 3
Impact of the crisis on workers’ pension under Didl/ar DC regimes ..............vvvveeeenennn. 5
Measures taken to addreSS the ClISIS ... ooeeeeeeeeeeeeeeieeieeeiiiti e 7
Other policy measures that are being conSIdere.............ovviiiiiiiiiiieeeeeeeeeeeeee e, 8
Medium and longer term issues that may affect siracmf the pension system................ 10

Comments on the Draft OECD Policy Responses to therisis

The TUAC welcomes the initiative by the WPPP topare a submission to the G20 on the
impact of the crisis on pre-funded pension schembigh regretfully was left unaddressed in
the November 2008 statement of the G20 Summit irshivigiton. The paper which is for
discussion at the meeting in Budapest (DAF/AS/PEN(2009)1) addresses important issues
which should be shared by the G20. On substancevewwe do have concerns with the
current version which we highlight in the followicgmments.

The failures of DC schemes

The majority of the recommendations and issuesatoed in the paper are specific to DC
schemes, which structural failures have been expbsgethe crisis: “Improve the design of
DC plans, including default investment strategi¢atoid materializing losses by selling at
the bottom of the market”, “step up disclosure amnmunication”, “Improve financial
education”, etc. Yet the paper falls short of drayvihe necessary conclusions from the crisis
and the unintended consequences of the shift fr&idDC schemes as witnessed over the
past decade in several OECD countries and as bcfiwvemoted by international financial
institutions and the OECD. The WPPP should devgoplance on how OECD countries
could reverse the trend toward evermore market landevity risks onto workers, and
promote DB and other fair risk-sharing pension megs.

Flexibility and counter-cyclicality of DB fundingilles

Likewise banking prudential rules, pension fundimdes applying to DB and hybrid DC

schemes need to be counter-cyclical. In fact thé&Q@UWas in the past repeatedly called for
the WPPP to investigate further this issue andartiqular the impact of employers taking
‘pension contribution holidays’ during growth timekeaving pension fund at risk of

underfunding at any sign of downturn.
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Regulation of pension fund investment policy

Increasing monitoring by and cooperation betweepestsors is self-justifying and is a
priority of the G20. On the other hand, the papgesilent on the role that pension investment
policy regulation may play in protecting pensiomds against systemic risks and regulatory
failures. It is noteworthy that, according to aeeic|OPS paper circulated to the WPPP
“countries which still use quantitative investmdimits have also been sheltered to some
extent. For example in Germany qualitative resti limit investment in securitized
products has helped to contain the exposure ofigemsnds”. Risk diversification is needed
and indeed pension funds should be allowed to trnnes relative large investment universe.
However, several post-September 2008 initiatives hdentified the need to reverse the light
regulatory approach to global finance of the pask t® prevent “highly regulated investment
entities” — including pension funds — from investin un-regulated products and assefhe
Working Party should reconsider the use of quantgainvestment restrictions and —
alternatively — strengthening prudent person stahdad risk management for alternative
assets. For DC schemes more conservative portfoliopositions should be enforced for
workers approaching retirement.

Risk management of pension funds must be enham@8&’ investment policies

The current papers’ discussion on risk managententld be enhanced to acknowledging the
need for pension funds to exercise their shareholdsponsibilities and have in-house
shareholder activism and sustainability reportingpegtise on environment, social and
governance issues, in line with their fiduciaryidsit

Don’t attack PAYG systems

There is a case for protecting and improving snoatality of pre-funded schemes without
recourse to unfounded attacks against public pageasgo systems. PAYG systems have no
relation to the current financial crisis, its casissnd dynamics. Nevertheless, the OECD
Secretariat believes appropriate to begin the dieftussion paper — which is meant to
address the impact of the crisis on pre-funded ipeas— by questioning PAYG funding
model which sustainability problems are said td‘deunting”. Such statement is inaccurate
and weakens the credibility of the whole papers based on an article written in 2001 and
which data and projections date back to the 90i&sbelieve the paper should be focussed on
the impact of the crisis on pre-funded schemessdodild remain within the mandate of the
Working Party.

! Modernizing the American Financial Regulatory 8yst Congressional Oversight Panel (COP), Special
Report on Regulatory Reform, January 2009: htipp/eenate.gov/documents/cop-012909-report-
regulatoryreform.pdf ; Principles for a New FinaaicArchitecture, Stiglitz, UN Commission of Expedfthe
President of the UN General Assembly on Refornthefinternational Monetary and Financial Systemuaay
2009; http://www.un.org/ga/president/63/commissienyfinancialarchitecture.pdf

2 Extract from document [DAFFE/AS(99)3/REV1] "Term$ Reference [...] “The Working Party on private
pensions has the following tasks and objectivestirvey and monitoring of private pensions systam®ECD
Member countries and analysis of related policy #&chnical issues; - formulation of appropriateigol
conclusions and/or recommendations on the diffempptoaches related to regulation and supervidigmiate
pension systems; - keeping abreast of OECD aetivitielated to private pensions; co-operation and co
ordination on these issues with other relevant DEfbdies as well as with other international bodies
promotion of policy dialogue with Non Member cou@$ron private pensions issues
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Responses by TUAC affiliates to the OECD Questioniras

Based on the OECD Secretariat questionnaire onsipes and the crisis” which was
circulated in February 2009, the TUAC submits tbkofving country reports from some of
our affiliates, including: AFL-CIO (United States}LC (Canada), CSN (Canada, Québec),
TUC (United Kingdom), RENGO (Japan), FNV (Netheda)) CCOO (Spain), FTF
(Denmark) and LO (Sweden).

Impact of the crisis on the pension funds’ fundindevels

United States (AFL-CIO)

Underfunding is a serious concern for pension fuddsecent study by Mercer found that
corporate pension plans at the largest companies welerfunded by $409 billion at the end
of 2008. Almost every asset class, even thosernfatagers and consultants claimed were
uncorrelated to the broader markets, has sufferedhé current downturn. Additional
problems have arisen from the need to rebalandéopos when asset allocations fall outside
of those approved by Trustee’'s because of largdingscin equity portfolios. This is
particularly the case for illiquid investments tinady need to be sold at huge discounts in the
secondary markets. That said, the resale valuemaaiype as much of a discount as money
managers’ portfolio valuations would suggest beeatiey are often based on internal
modelling. This lack of transparency is also a esncparticularly given the exorbitant fees,
largely based on assets under management, chasgedtdonative investment managers.
Several pension funds had investments, directlyndirectly, managed by Bernie Madoff.
This scandal has become a major focus of policynsaked regulators as well. As the
economy continues to erode and corporate defantiease, there is a concern that the
Pension Benefit Guaranty Corp. (PBGC), the govemimeorporation that insures the
pensions of 44 million workers and retirees, wok e able to cover all of its liabilities. The
PBGC already has $74 billion in obligations comihge in the coming years but it has only
$63 billion in assets.

Netherlands (FNV)

The coverage ratio of Dutch pension funds has rfatte 80-90 %, that is far below the
minimum funding ratio of 105% and of 140-150% tosare full indexation of pension
benefits. The funding gap is due to the fall ineasmlues, but also as a result of the reduction
in long term interest rates — currently at 3.5% hkiclv is used as the discount rate for
calculating Dutch pension fund liabilities. A 1%cirase of the long term interest rates would
translate into a 15-17% improvement in the fundiago. Accordingly, time and for the
matter waiting for a rise in long term interestemstwill be crucial to ensure pension funding
recovery.

Canada (CLC)

The funding health of Canadian DB pensions has pdpbetween 15%-20% given the
current economic crisis. As is the case elsewtltharg,will have the effect of pushing plans
(further) into actuarial deficit. At the same timehen determining the genuine health of
employers (and their ability to pay for pensiondung shortfalls) evidence suggests things
are not as dire as many think. A November 2008 rtefpom Desjardins Securities argued
most Canadian pension plan sponsors can fund peision plan shortfalls. The report
explained Canadian companies have operating pi#8it3 times their pension liabilities, and
an average firm could pay down their pension liaed with just one to two months of profit,
or a year’s worth of operating cash flow. Thisasb®cause Canadian employers have largely
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hoarded market windfalls in recent years as cdah2006 non-financial employers had a
surplus of $80.2 billion on their balance sheetsead studies suggest comes from employers
seeking to maximize returns in financial investrse#t significant chunk of these assets have
been lost, but the profitability of many employegmains healthy. The resilience of Canada’s
five major banks has also provided a useful infagerthough they are currently retaining
cash, and refusing to rejuvenate stalled crediketar

Canada, Québec (CSN)

According to theRégie des rentes du Québguension supervisor), the proportion of
underfunded schemes has increased from 65% endi00%% end-2008, while median
funding ratio has fallen from 95% to 73% duringttbariod. More worrying is the size of
companies’ funding of the pensions deficits rektito total payroll. Underfunding
amortization payments (ie. payments coming on tdp normal employer pension
contributions) have moved from 11% of total payhk®fore the crisis to 25% since the crisis.
Over 29% of pension plans are expected to haveitefinortization payments exceeding
30% of the sponsor’s payroll by the next actuargadiew. For over 10% of companies in
Québec, these payments should represent 50% odlpayrich is, for many, unsustainable
and may lead to bankruptcy.

One of the reasons for these very high percentmsgtt®e maturity of the schemes. In some
sectors, plant closures and reduction of the wockfcas seen in recent years have been
associated with retirement programmes. This in tobas meant an increase in pension
liabilities of the affected pension plans, poorfpenances for some of the large pension
funds and an increase in amortization paymentsiveléo payroll. As in Canada, in Québec
DB plans are declining. DB plans typically are widrge groups operating in traditional
sectors such as metallurgy, car industry, wood,,ettich are heavily exposed to the crisis,
unlike other sectors such as IT which are dominbteDCs.

Sweden (LO)

So far the DC scheme for blue collar workers ingheate sector (“avtalspension SAF-LO”)
has not suffered too much. Returns on investmeaus lkemained above the guaranteed level.

Denmark (FTF)

Danish pension funds have been hit by the crisighénlast quarter of 2008. However, it is
understood that comparatively speaking, the damagetheir asset values have been less
dramatic than in other jurisdictions as a resulrefjulated investment restrictions in risky
assets.

Spain (CC.00)

An indirect impact of the crisis on Spanish DC penschemes (which represent a marginal
proportion of workers’ total pension compared toY@Asystem) has been the softening of
rules for workers to exist the schemes and castheir accumulated assets before age of
retirement. Two situations can trigger this rigtgrious illness and long term unemployment.
The government has weakened the conditions apptgitige latter, and CCOO has agreed to
it.
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Impact of the crisis on workers’ pension under DB ad/or DC regimes

United States (AFL-CIO)

DC plans face significant near-term problems aglgeapproaching retirement age cannot
retire on time due to declines in the stock markEelss is likely to alter the dynamics of the
discussion around social security reform as workiaegple recognize the importance of social
security for the provision of retirement income. PBns have not been immune to the losses
suffered in the public equities markets that are iain investments for DC despite their
ability to invest in alternative asset classesiviiddials that are the beneficiaries of DB plans,
however, have been promised specified levels akraent incomes by their employers. To
the extent that DB plan beneficiaries are employwestired employees of companies that
remain solvent, the financial crisis should not @oiptheir retirement incomes. Something to
watch for with regard to DB plans at financiallystlessed companies is whether and to what
extent we see an increase in the applicationsistredsed terminations of pension funds. In a
distressed termination, a pension plan can be netexl if the employer proves to the PBGC
or a bankruptcy court that the employer can’t stpgn unless the plan ends. PBGC pays plan
benefits based on legal limits for terminated plapsising plan assets and PBGC guarantee
funds. Beneficiaries of DB plans that are termidadee to their company’s insolvency may
suffer a reduction in benefits due to limits on winee PBGC will pay out.

United Kingdom (TUC)

The near term impacts will be experienced primahly those in DC schemes nearing
retirement age, many of whom have seen the valubenf savings wiped out as they were
about to purchase annuities. This results in edhggnificantly reduced retirement income or
people having to work longer. There will also beaméerm impacts on workers whose
employers become insolvent, although 90% of theirdfits will generally be covered by the
Pensions Protection Fund.

Japan (RENGO)

Private enterprises are increasingly shifting frbf to DC. As all the loss in investment
should be born by employees in the DC system, nesngloyees have experienced or will
experience heavy losses on their pension capitad. Jovernment is not taken the issues
seriously enough. Both the Ministry of Health, Labo% Welfare and the Government
Pension Investment Fund (GPIF) have stated thahpemies are given a free hand to choose
the balance between DC and DB, in consultation thigir employers and/or trade unions. So
there is no action or responsibility we should takéet employees in Japan lack pension
education and knowledge and in particular lack awass about the underlying transfer of
risks under DC schemes from employers onto empiyemployers are pushing hard for
greater portion of DC. As a result, obviously, mafyvorkers will loose their post-retirement
incomes.

Netherlands (FNV)

For the coming three or perhaps 5 years, even gaom recover to a minimum funding ratio
of 105%, wage indexation will be interrupted forthboretirees and for workers. The
indexation shortage in the next three years isneséd by the FNV at -5 to -10% for most
pension schemes. For pensioners this will meanceztlpurchasing power — although low
inflation may mitigate the impact — for active werg, it will mean delaying decision to
exercise their right to retirement (current ageediement is 62 on average).
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Canada (CLC)

There is no doubt that DB plans, particularly smaB plans, face significant funding
challenges at the moment. This is likely why tederal government (and several provinces)
opted to provide temporary solvency funding rela@fDB plans. Still, the funding challenges
facing DB plans in today’s economic crisis paleamparison to the losses suffered by others
in DC plans or individual pension savings schemasa pension expert from Watson Wyatt
(a consultancy firm) commented recently: “While éisrare tough for DB plan sponsors at the
moment, they are arguably even tougher for DC ph&@mbers.” This is so because one’s
pension income in a DC plan depends on the perfecea@f pension investments and the
prevailing interest rate when you retire. RislCanadian DC plans is not socialized through
insurance schemes or other policy instruments dleiase elsewhere. To emphasize this
point, the following Table demonstrates what wolégppen to worker with a $100,000 DC
pension if they were invested in indexed TorontoctExchange (TSX) assets. The Table
calculates the value of the worker's $100,000 D@sjmn at two periods in the current
economic crisis: May 15, 2008 and February 15, 2088 the following Table makes plain,
the difference in pension income is substanti&l® drop in value):

Table: Value of a $100,000 DC plan at two momentd ourrent economic crisis (TSX indexed funds)

Date of retirement Expected annual pension income

05/15/08 $7,659.20 (or $638.26 per month)
02/15/09 $3,937.33 (or $312.11 per month)

Other issues complicate the ability of DC plansd&iver value for plan members in the
current economic environment. Because of theitviddalized plan design, DC plans are
often complex and expensive to run. As a restllisicommon for DC plans to have
administration charges (so-called “Management EgpdRatios”, or MERS) that bleed 20%
to 40% of a workers retirement income over an ay@naorking life. MERs for group or
individual registered pensions are often even wdfgether complicating matters for workers
with DC plans is the responsibility to choose avestment strategy (usually from a range of
options provided by the plan sponsor). Most peeflie most professional money managers
— are unable to consistently generate above-avgragsion investment returns, leading to
serious consequences for future pension income.

Canada, Québec (CSN)

In most provincial jurisdictions, in case of termiion of a DB plan, pension liabilities are
transformed into employer debt, and employer hgsdss to reimburse/fund the deficit. Other
than bankruptcy, plan beneficiaries are then ptetebecause underfunding is funded by the
employer. Federal law covering sectors such asibgnkansport, communication does not
enforce employer responsibility in case of termorahowever. Accordingly, we are seeing a
number of terminations of plan by employers who wat wish to finance pension
underfunding and whose costs are borne by plan raevdnd retirees in the form of benefit
cuts.

Regarding DC schemes, plan members have lost BD%® of their pension capital. Some
were wise enough to move their capital into lowk mautual funds just before the crisis.
Those who have lost substantial amounts have dldnygedecision to exercise their right to
retirement in order to work longer and help recaver pension benefits as expected before
the crisis. This situation also holds for workernsose DB schemes do not provide adequate
pension levels — and there are many them — andnebld additional personal savings to reach
decent retirement provisions.
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On the longer run, and unless financial marketevecsoon, these revenue losses will impact
future workers who are nearing retirement, via ¢gesnn taxation and/or economic activity.

Sweden (LO)

The crisis will not affect the expected level direment income under DB scheme, but it will
for those who have full DC schemes. We cannot §paow this will happen, since they vary
between individuals according to their age andrtfi@@ncial choices.

Measures taken to address the crisis

United States (AFL-CIO)

There have not been any federal measure to diregfgort DB or DC plans as a result of the
crisis. Government guarantees, including guaranteesnoney market mutual funds and
mortgage-backed securities issued by Fannie Mae Fmdidie Mac, helped protect
individual’s retirement funds to the extent theyravenvested in these assets either through a
DB plan or a DC plan if the investor was lucky eglouo have selected these relatively safe
asset classes.

United Kingdom (TUC)

The Pensions Regulator has issued a series ofmsate: one to trustees (in October), one to
employers (issued today), and one reporting orciefand recovery plans. Their message is
that there is sufficient flexibility in the exisgnregulatory system for them to allow a

pragmatic and risk-based response to the crisistlaadthere is not a need for regulatory
change, although they are keeping this under reviewe TUC has supported this position.

The Netherlands (FNV)

Although regulation required the funds restore fagdevel at 105% within three years (and
125% within 15 years), it is very unlikely thatghwill happen for funds which have a ratio
below 95%. FNV is asking for extending the 3-yeariqd.

Canada (CLC)

Several pension regulators in Canada (we have &dtdderal pension system and several
provincial pension jurisdictions) have introducethporary solvency relief (allowing special
payments for current solvency deficiencies to berdimed over an extra five years). Many
workplace pensions will also mitigate the shortrtempact of the current crisis by the use of
new asset smoothing techniques in actuarial valnstiThis means, of course that the 2008
losses will be carried forward into future yeard ahere are risks associated with the
possibility of plans being wound up before theno édmprehensive plans to ensure greater
protection of pensions has happened outside Quelteze, as the CSN explains, the
government has announced its commitment to asswnership of abandoned pension plans.

Canada, Québec (CSN)

In Québec, as in the rest of Canada, the governhsntaken measures to soften DB funding
rules aiming at smoothing contributions for undedung purpose: (i) longer period for
payment of the deficits, (ii) valuation rules mayiaway from mark-to-market, (iii) higher
interest rates used as discount rates to calcataterial pension liabilities.

For retirees under DB schemes and whose employmarikrupt, the law requires a buy-out
by an insurance company. The retirees endure atiedun pension benefit to adjust to the
solvency level of the pension plan. Among the messstaken, and as a result of trade union
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pressures, the government of Québec agreed tacBnamderfunding of these retirees in order
to avoid realisation of their losses. This governinguarantee corresponds to a minimum
pension level that would result from a purchasarofinnuity with an insurance company. On
the other hand, if financial markets recover, thesgrees would access upside gains
corresponding to the value of their capital pension

Sweden (LO)

Guaranteed levels of return on investment for (ldypDC schemes have been lowered.
Pension insurance companies have also changedsthlegncy standards, to allow longer

periods for measurement (for example from thresixamonths, or even from six to twelve

months) of the solvency level. This would help gate / delay the impact of the crisis on
pension insurance contracts. Surveillance of pensisurance groups has also been
intensified.

Spain (CCOO)

DC plan members and beneficiaries are worried atih@utall of the last year’s returns as seen
in the numerous requests received by the supewlsmards of the pension funds regarding
the level of accumulated assets. CC.OO. has pepam@ocument which explains that the
system is still sustainable on the long term, desihie current crisis. The document shows
how the volatility and the returns vary over difat time period, one year, ten years, fifteen
years and thirty years.

Other policy measures that are being considered

United States (AFL-CIO)

Some senior Democratic congressmen are considarprgposal that would give companies
with active DB plans a break from funding requireseimposed by the 2006 Pension
Protection Act. The proposal being considers waelguire employers not to freeze their
plans to new employees or terminate existing ptana period of time in order to be eligible
for the temporary reprieve from funding requirensetnother proposal, being pushed by DB
plan sponsors would give sponsors more flexibwyer how to smooth assets, and amortize
and calculate funding liabilities. The Pension RsgGenter has been advocating a five-year
ban on plan freezes as a condition for fundingefelt is also recommending legislation that
would require any employer that freezes a DB ptaal$o freeze its supplemental retirement
benefit plans for company executives.

President Obama has proposed an expansion to teeéngx‘savers tax credit” program,
which reduces the tax liabilities of individuals evishoose to participate in 401(k) or IRA
plans by families that earn up to $55,000. The iBee$'s proposal would provide a 50%
federal match on the first $1,000 of retirementirsgs for families earning less than $65,000
annually. The match would be in the form of a fulyundable tax credit.

Japan (RENGO)

In principle companies are required to ensure #raployees have access to adequate
pensions under the corporate schemes; this stemstlre fact that pensions are considered as
deferred wages. In reality the situation is famireatisfactory and RENGO has called upon
the government to strengthen regulation, partitplarthe area of education and awareness.
Policy changes that are considered include tightetie investment restrictions to pension
fund investment in equity and by opposition inchegsexposure to secured assets such as
government bonds.
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United Kingdom (TUC)

Suggestions from sponsoring employers and the @esisndustry include: (i) Relaxing the
rules on indexation, (i) Reviewing the ‘section 7@les on employer debt to make company
restructuring easier, (iii) Extending the ‘triggeoint’ used by the Pensions Regulator
(currently if a scheme has a recovery plan to a$ddeficits that will take over 10 years this
triggers an investigation by the regulator — thdustry is pushing for 15-20 years). The
regulator has resisted all of these calls, andTlH€ has supported that approach. There is
sufficient flexibility within the existing regulaty system and we do not want to see the crisis
used to weaken regulatory protection for members.

Canada (CLC)

Like our colleagues from the CSN, we have attemgtedencourage some changes in
bankruptcy law (which falls under the federal goweent’s jurisdiction). We have had minor

success in doing so, and succeeded in convinciedettieral government to enact a Wage
Earners Protection Program that safeguards $3000npaid wages, severance pay, and
vacation pay for a period of three months priot@employer declaring bankruptcy. This

legislation also clarifies the fact that collectivargaining agreements remain in force during
bankruptcy proceedings, and can only be amenddd th& consent of the bargaining agent
(the union).

We have recently submitted a brief to the fedemlegnment making a case for two key
policy reforms to provide adequate pension incaonetect pension benefits, and promote fair
pension outcomes. These are: 1) a federal sysftgmension insurance financed by levies
from pension plan sponsors, and designed to preagainst fraudulent claims; 2) a 15%
increase in Old Age Security pensions ($110 CAD mpenth), and a doubling of benefits

levels paid out by the Canada Pension Plan (oudatary pension plan in English Canada
that pays out benefits based on 25% of the avarayestrial wage). We are costing various
models to pre-fund CPP reforms.

Canada, Québec (CSN)

The main concern of policymakers is to reduce pmessrom funding rules to avoid
bankruptcy. Monitoring measures will apply for campes benefiting from these measures.
Trade unions have supported these measures to laaokdtuptcy or termination of plans with
funding ratios below 100% which would translateildwer benefit levels.

Sweden (LO)

The crisis has made plan members more aware afrtierlying risk under DC schemes, and
that they realize that DC means “no defined behaiit more financial education has to be
spread among the people concerned.

Spain (CCOO)

Some pension supervisory boards are considering veagnitigate pro-cyclicality of pension
investments as is the case under cash balance &G. plhere have been calls to adapt rules
for portfolio composition in function of the age pfan members (proposal which we have
opposed because of its negative impact on finasipanlevels). Other proposals would see
changes in the valuation rules for the fixed incodwe old proposal by CCOO is for fixed
assets to be valued at maturity and not at cumenrket value. The regulator has constantly
refused to consider that proposal in the pastappears to be willing to engaging discussion
about it now.
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Medium and longer term issues that may affect strucire of the pension system

United States (AFL-CIO)

One could expect a greater focus on long-term,evau growth investment strategies, as
opposed to financial engineering. Optimisticallgnpion funds should take a more holistic

view of the impact of their investments by incregsihe focus on environmental, social and
corporate governance issues. In our opinion, perfsieds that have in the past been reluctant
to engage in shareholder activism should beginnerstand that it could be part of the

pension trustees’ fiduciary duties to beneficiat@egngage with corporate boards of directors
to ensure they are focused on long-term strategatuild strong, value creating enterprises.
Also, we may see more public reporting requiremédatspension funds related to assets
under management, activities in the derivativesketarand other opaque financial markets,
investment strategies, and fees and expenses.

Japan (RENGO)

Some politicians have suggested redirecting pyleigsion fund assets to Sovereign Wealth
Funds for the purpose of stabilizing markets. REN&Opposed to this proposal. In addition
we are calling for governance reforms of the GPiFtloe ground that pension funds are
workers’ capital and therefore their investmentigpolshould be governed not by the
government but by an independent body with the@pation of workers’ representatives.

On the longer term, there may be more considerationcorporate governance issues (e.g.
disclosure of foreseeable risks) and activist di@ders (for good or for bad for the
sustainability of the invested companies). Howewarch of this debate will be dependent on
whether current pressures to reduce pension furmbsexe to equity and increasing
investment in domestic bonds will materialize i gpension portfolio compositions in the
medium term.

United Kingdom (TUC)

The crisis is likely to be seen as a test of tlgrileory regime established in the UK by the
2004 Pensions Act. If the new architecture survivesll be well-placed for the future. On
the positive side, there seems to be a growingeas® in corporate governance and
engagement activity by pension funds as investoosnpanies that provide engagement and
voting services including Hermes and F&C have reggbrecord rises in interest. However,
the crisis may speed up the shift from DB to DGs klso being used as an excuse by many to
attack public sector pensions, as the differemtidens between those with good final salary
schemes, and the DC schemes that are more comntbe private sector. The Conservative
opposition and the CBI (Confederation of Britisluuistry) have been calling for reforms to
public sector pensions, despite the fact that retietgpn of most public sector pensions have
been completed in the last couple of years. Unimgotiated changes including risk-sharing
arrangements and raising retirement ages.

There is a danger that the crisis and the mediarege of plummeting values may dent the
confidence of members and workers to the exteritgbaple become less likely to save in
pensions. Communications by government, unionssipes industry and employers will be
vital in reminding people that pensions are for ltheg term and now is not the time to stop
saving.

It might spell the end of — or at least a pause the trend towards pension buyouts that had
been emerging over 2007-8. Whilst this course dibacmight still be attractive for many
schemes, it has become very expensive and so bagbuity has slowed significantly. This
is a mixed blessing — whilst unions have opposedtinsured buyouts that seek to make
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profit from pension schemes, sometimes a fully iedwbuyout is the best option for member
security where a scheme is mature and the empboyenant is weak.

Canada (CLC)

Three provincially based commissions on pensiong hedded to the pension debate in
Canada, and we are currently in the midst of arfddeview. All have expressed concern
about the declining coverage of workplace pensantsopened up a wide ranging debate on
the possible use of various forms of mandatory ijpansoverage, including the possibility of
expanding the role of the DB-styled Canada PenBiam (93% of workers are members).
The current crisis is likely to aggravate the d@nly coverage problem. Two of the provincial
commissions express scepticism about the governahsingle employer defined benefit
pension plans in which the employer dominates theemance structure. All three express
concern about the financial viability of these mamd tacitly support plan designs in which
financial risk sharing is explicitly shared betwesmployers and plan members.

Canada, Québec (CSN)

Several working groups might be created in the figare to review existing pension regimes
and find ways to better take account of market tildlain order to ensure fair risk-sharing
between workers and sponsors. These committeed @l consider pay-out options after
retirement for workers under DC scheme.

One can also expect improved pension fund invedtp@ities, a reduction in their exposure
to alternative assets, if not a full review of istraent regulation. One can already see changes
in portfolio composition from equity to bonds amdéss risky assets.

Sweden (LO)

Regarding the supplementary individual DC schenme may expect a shift toward more
secure portfolio compositions and in favour of défaptions that have guaranteed minimum
returns. More generally, the crisis has made peoplee aware of the market risk of DC
pension schemes, and more aware of the consequefcHweir own decisions under

individualized schemes.

Netherlands (FNV)

On the long run FNV is calling for a review of cemt supervisory rules. Employers are now
pushing for increasing legal age of retirement Inely65.

Denmark (FTF)

Among others, FTF believes that there is a needuatelines on pension fund investment in
alternative assets and structured products.

Spain (CC.00)
One should expect a tightening of pension sup@mjsincluding more regular controls of
pension portfolios, although such measures haeadyrbeen enacted.
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