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1T NNO

DNAY NYODIA PINN TAWN DN DOPNN YPYYN MIDP DI

N2 DI NYIIND TAX DI )P T DY NYaVn M50 MNINNI
1DINND NINAY DINWN MM OY TN ,NOX MXONND .0 MNONN DY
JIDP DI DY NTHYN M)A DOY DOWNN WD DNA

¥ VPR T ,NNPNLN ONIY NP ,DDWIPI MIYD TV DIdN
VA D) —NTHNPND THNN NI DY NYINY 1PN DY NPITPND
1355 on

1999 — DXNNN NYIIND TAN DI OYNRID NPy NTIN YIAND "89]
M VT, PIOYPN N A1 P QDX A NI YT WM PDN §T
MIMIN DX NYIND YT DXIDNY DIV WPYNY DXNNNI DXIINND I 0T
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1 ANTTN

YIDYN 200 (TN NMIVY NIDNN MDY NYOIAN NNPND PNIDNN
5H0) MAP MYSHNI PIDN PINPDID MY DOV DNY DN
MO DN MNP 1PDIAN NP . INN IYIN NIDNI (NIVIA NN DY)
NNV NIDIND DIXIINN NXOD TIN-DY NP THN YT-DY NN DH MIAVIND
7PN NIIYHNI NPYAY DN IMIAND IPDIVIIND DNPTIN . TIIN
NN PT XN DTN THONN NIVH .DION NI DY 1IPNIAD MNNP
NIVLXAY PIND MYSNI TINMA DXTPNNN NN ORIV PDIdN DINNA
D»TOIN DV )T NNXT,I-INI .NDIDN JNDIY DY MINNDIN 1PDION
PN PIYA PDIdN 9D MYPYN NI IPDIdN NIDINN DY DD
YT PDION NNIP DY PIVYI IMIDYIN MHAN VI

JIUNAN T2190 00729 03W0 25710 DRIWI TOMNM 1PDION MVIIN
INAYY NPT NN DID 0NN NPDI NIVIA PADN PNINDT NIVIAN
NIIVN ION MINIPY 19-0¥ .QLIVI PN MINTIPY 9-0¥ MO N NIIWN
NIPIN MNASP DX DN NNOWNI DIXPYSIN DIDN N2 MINDT NMIVIAN
MT NN DYPWN DN YNNIV 7IDIDN NIIWN VN TN .0NP DY
MM P IRIWD ORI OO0 DT DOAYN DY DOIN
NV MNIPY 29-2Y NO N NIIWN .1PDIN MDIDYND PPaDNY DI ININ
2D POIIN

YINT ORI DDIAN DNIP PIVA NN YN L1995 mva
NNIIP IASY DTN DPINIOPRA NNYININ 710 DN 1IN
PN DOWTN DI2ND 71PDIdN NP 1HDI ,1NDNDIN NNDHA .7PDIdN
DN DINIVPN PON DY MNIPY 19-9Y NNINID MONOY MYTN NP
AN MTY OPYNY 0239 DN NNOWIN KD 11 NN

,NDION DN NIPNY DRNNA MO MVYYAN MIINY PDId NNIP
DHN MOYPN NN ;DOPIOYNNI DXTIIVN DY MY SHINN DN MPTIND
MITPA NYPYNN MNIPY ION NP DDNA MPDINT PNIDIND MININ
4PINN S PIDINM MVLIAN,PNN PIY DY FINNI ITNRI KX 7PDION
DI MNP MPPYA DY MPrad IMIND

P DIND AN PTONY NPYPN DY DNPT IDNN MNINND DNIVA
)92 .12IN/5N2900 3P DIS NIV PIN DY TPNDN NNT VI .PDION
T2IY DD NPNOVTIN TPDIAA NNTY PIN MY 71D TP MTIY NOIIN



PDIAN ML OHINND ,INYD P, DNT PIND MY LONIY N»TN1
NNLIAN ,MNYN DI NN P2 YN NMIVANRD ,DPNVIANT D73
ID10),NOWNNN YT-DY DXNVLIANN DY DNDIDN
DI NS NNDHA VININ,NDIIN 29T NMTVIVN PIND MY NN
Y PIND MMNMYPN 190N NYNDI PTD
170190 DINNA NPYPN NWIT OXND .1
LPA0ND IN T2 DID NYNOVTIN NP MDIN NPIPDIY MYIN DN .2
TYIN NNV PIDINN DX XIBNDY PTONY P TIN PIND DN
NI PNN PV MYTNND DI NP P90 DX 2ADWD 1) DN .3
NN AXND DN WD NI 7IDIdN NP YNVIANY I ,PPOYN
NN 99WD M) T DN 7PDIAN MNP DY >TONN MIANN DYl 4
DIV NN DX PVPND NPDIA NP P2 NPMINND NI

MNDNT IPYY NN DONNND DN 2 PI9 PNDTI NI THOND MIAN
4 P99 .71 DINND DINYPN TIDN MWD DIN 1IN 3 PI9 .INNN
5 299 ONIWI DYNPDINN AN 1PDIST NNIP YV NP NPPO DD
MYY IYXIIY MNNAN O2YI MNY NMPDIY MIIWN DY NPPD O01d
2N P2 IVIANY 90N MTHY DY NN 991D 6 P9 .13 DINDA PINKRD
NP 290 1DPW NMNDY DNPNN 7 P39 .N2IN 7PDIS PIN XYNA INSN
MNY DXNYPN DINWI 1D YN 8 PI . PNN PIYa MYTNN MDION
NI PO NNIP DY ITOINN
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DNPINVP XNV NDIIN N9 MTDIYN DI PIN MY NN POND 111)
YNTND NPDI NIVIA PADY DNIVNY TPNITNY TPDIY PPIN NPIPOY
1o DIPMYIAND DPIDAWA MO PN J9INI 137 NN ONIY NPTH
NN PIID NONONND MONIXIDN NN DOPIND DDA .0NMN
2N 7DD MONMNNN PIN MY MNMP AT NNIYD .MDIDN NPN
102N NNVIAN NI DN MIPIYN IINNY ,T292 DRIV DPOVIND
NINY INXN 22N P PDIAD INNOY INRD NPOYVIND NP OIND
TNV T2 DY NNIDM NPNIVNH 71PDI PIND TINND YWY NINDN NNIDN
DN IVIN 717 12 MDIINN NPIPN 29599 ,12IN 7PDIY PN DAPIIY

NIPN IRY P TA93 OOINIVPND DINIDN NPIYND

naiN N'019 ¢Zin .A

THNH MTHY SNV MW PNPIDYN NN MO PIN NOND XYNA
DTN ONIN NPV ,NIN MNPIDYN 1PDIdA NN NNRN NTIYN
DXNVIANN NN NN I DPTHIND NNIVNI ONPN NPDIAN MHANN NN 12
NTRY D022 .0O0I97 HY NIPDIAT NDIIN YNYY NN ) IPDI PNIDINI
DYPYTISN IWUN MIPDIAN PNIDNI PIV ODWI DY DNDMP 9D MYV N
MY THY NVITN IPNY SN ,)I-IND .NIN DI DY NNYP 10353
99WNY Y2XDINID TONN NN N12IN NMDI 1991 DI 11NN MWINND

DIMNINN DIVIINGD 293P MDIINN NPIYN NN

M2ONN NN DI PIN DV INPYPN IR NYIWYW NINKRD DTHYN
PXINIPX DNPPY ONTAIVN DDA DIPMYNYN DN DIV ODYWI :NINID
DY DONYNN YNNI TINMA 712X WON NIPDIAN NDIIN IDIN 91 ;1T
O»P ,12-100 .MM NDIIN MNIN YN IPINY ,00) MNPY MTPOND
qDN MDIIN MM MPNROY NPNIDNN 1PDIAD TOPN NAIN DIV YWN
192092 YR I MY 12T ONDINN WND



DY .NAIN DI PIN RYND HYNYN-TN NTAY DY) XD OTYNN

mMyxnnn mnn NNY NN 7P0)9 PIN1 DOMNHn NYXNN O) [ INY

THONT NHONI DA YXINT PIND MNIPY .NDIDN JN2IWH INDINY
N

NIO-IN [120'ND 110D "IX'S NITON .2

IV 1212 PNV MY DYTIIY HY DMIT DX DXPTHIN NTIIVN OPIN
YI9 IN INTIAY DIPHN IV TN I 1NN ,NTIAY MY D30 PINKD
SW PNV N DY DN NIV DXIVARD DXPIND .AWIINN 93 DHN
DOVNNWYN DXTNY DPYOYN (PN IYAPN 10V NIPN TY) DTN
NTIAYN 200071 PHNI NINK MDD DHN MIALNAY T PPIN NNDNI
DYDMIN MY DI DI NNIPD MYINN DD DITONNN PN
X9 1)1 INTIAY DIPN DX 2TY OX D) TN YT MINYIY 7101 TI)
2197 702 MOIAN NNIPY TAYHN MYIANN PON DOINNN PNV
(203 MNP PDId NNIP) TN DY NPDIS NIDNNN 50%-
1732 HVPY ANV PNV MINIAD MWYIAN TTDN I DIXIVNN WX
1YI90 N2IN 5INN , IV .PYNI DPOYVINM DIPI0YNN 273 DY NTNN
NODIND 191N WX DOPOIND D920 DIPIOYNN Y T-DY PN MINAD
DNV P2 ,PYNa DPOVINDN POND D92 DY DOPHNY 297 ,NMIV-TIIN
1IDIND PNV MINYY 1297 I .DNXID DXIANY 0NV P DIIVIN
PAOONT IN 71PDIY INNOYY NYD TAIWN OT-DY YIDIYD 1NMIY NNV-TIIN
MINYG DY DV DMIMPN DXITOND DNNNA,NIVIND NOVIAN DY MMPNa
IUN NNV (1PNY 920Y) DC S NNONNA D»PN MY ITON 2PNVIaN
3.DYT2IY P MDIIN DPIYN DY DX 919> NIY TN Y0y DMy
NRNYN NIVINN NYSNN 1OV I NYINA DYININ NN >IN 72N
DYONY DT ,10NTY) PYNI DY DXTW N9 DY Daynin mnoy v
1MW NN NPTON IPOY) (DXINNNN DMPYA ONIY NPT INNN
DTIIVD PV OW ITIPAN MDA Y191, AV T2 70N MINTHN IDIN
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DB-I DC —nN'019nN N'1ON N1aN .1

Defined Benefit,)nay mamm 7m0 nvaon pa pnand Spn
.(Defined ContributionDC) mwaon mITm 709 130N Py (DB
1PN P2 NMIVLYAN NI MYPYNN MND NPIYNI NMNY MOLIVN PNV
IXIVNN MDY DINIVPND 11D NNNVN DB-N NV I9-DY .DINYD
N POY DV VI DC-N NVW NND (NYYNPNN IN) JIPN DY DV
MYIDNN DX PTIN VIO .7PDIdN 1IP2 DPNN NOMM INXIVDN INDD
295 5y INIWNN NADINI MYIANN TO DN 9PN NI Ny 1Ip)
709 197 .(ANNuity) ©»N2 1NN IPININN NASP NN PNIOON
DINIOPNRI IND ) ,000I97 DY NPON XN DX 120N NNnv DC
DNIWNN OND )N

YWNN PIVA 9>apna Moy DC-) DB ,mvowin sNY NN XYY INSD
MY N MWD XIDY XM MPa NNN 10N HY DY DONINA
MATYN 29-DY MDIAN NPIDN PHN P2 NN DIV DIV .Y MTOM
12N PN PIYO 1YY 112N IRIYNN 12D .DNYY MNWN NION
DYMNRYN P2 IPIIN PAIVND IN NMIVIAT MIAND 1YY TINIVPNR INID
(Mutual Fundsny11nn nvpn nmona

D"NA N7NINT AWM ‘72 NDRNNI NIV [ITR .0

LDINIVPN NIIND PN OINIVN PIva 0vd mn»pn DB-n n»ion
2PN DY OIMILPRD IR DY DORINND DY NITION NITHN PN 1OV
DOYXIAN DN ION DMIPYO MYININ NHNNM DPN NHNMNI DNPY
TPINIVPNR NININD N175N DB-N N1on NN 0P NIN-5Y 9T 19N
M DINNA DOVIV DMPYH NPINKRD NN PTOND v

DN NOMND NYMI9N %) DY MNNNN YSID ODHN MIND 19-10D
DOYNAY NPAD PDIY NN OINIVPNR PHN NYVIAND NIN-DY DXINYN DV
INDDID



7NIY N'019N N7 — "INIV{NA |IV1n .

DY TN DPIANN DVIWI MOIVN DI DIIP P L1995 MWD TY
MNYI) DNV T2NNA 1IN DN MNP .NIND NTD MWIN DY MINNON
,OMATNON NP TN OPNN NOMN NIV WY DPINY DIINIVPN
DINIVPN PON TIVAN NDY YIT XD NDINNIONY

MPPINN DI DNIP DY YINIOPND PV I 2000 Mva
APDIO MYIP NMAPNNIN 36%- NN T NYPI .NYY TINDM 56-39
220-35 2000 YD WD NP TN YTAIVD MDIPNN DI NMNIAPNNN
DY MINILPRN MIANT NX NODID NN N MAPNNI °.N"Y TINDMN
OWNNN YTAIY LYND PN NN MDIPN

DPIMAPNNT DX AYND DINODNNI DINMA NONNT DY DIWIND NN
MN-2y ,7 02 NI DINK OPNDN D3N DY) 1DWNNN DY MDD
209 N DNHN INNT 1A TNV DN IMIAPNNN NI TIWND
NI2IX 7DD YNDINT MPYA DTN PPN NN

[INN 7IY2 NIYTNA 0'0190 N7 '90D A7 .7

MITYPN N MNDNI DI DY DYPYIN MYTNN 7PDIAN NNIP 29DI
MMNI DYPYID MYTNA NNIPN 29D NPANN 70%-d .N5WHNN DY
30% TN .5.05% SY MDLPAN MY IRIYN MRV MTYPH 2N
SUMNN PIY NPNOYWNN 2IN MNNI DYPYIN 60%-I ,0>INNN

MYTNN MDOIAN MNP 29D NIAYH INTI INXN NPT NNONI
DPIPOYN JPMIVN PNN PIYI MYPYND MTYPN 1IN MNDNI MYPYN
NOWNNN DY THMITH DN NN PIY MDY N2 )0 NNN9IN DY
PDION 29D 211112 MIANYIN

TN, NNN PIYD PDIdN NNIP 29D NIV PNIPYD DIDN ININD
NYNYN DY MNIPYY D923 29-0y  MONI»N NIRIVNY PNV NYI NN
,D725W3 NI VINIID MIWN YW DIDIIDN NNINM 73N 19190 .9
NYI MMN DY IPdYIY 0PN DYPN DXMINDD DOV 510N Dw3a
MYPYN 5y NN 19P2N NIAY N PIY NIV 1NN Yw PNLIIN
PIYO MYTNN 1PDI9N NNIP 29D NIV PIPY DX DD INSN ION
DNMAXT MNXIWND DN 1IN DIPHYI I OV DOXINA PPOYN NN
Tpanin

1’0190 NN 35 NTNY '



D02 DY INY DM IRV DI IWANDND NMOXT MNXIWNN NDY
YPODN P DXMNYN P PHIND 1 Nxvn (Equity Premiumipoion
1M PNN PIY MDY NN 30 IWORDN 1B 1NN .PIYA PNV DY
DI NNIP MYPYNI IMIANYNN NOVHND DY MHIMITH INOYD
MYTNN

NnIryoy ninan,niova ninan .n
n'019 NI"DN 7IIYNI DYl

DI NP Y0IIN 75%-51 DI MP>INN NPMITNONN YOI NP
12 OXMNRYN NNOANN (1995 W NI MAPY WPIN IWN) MYTNN
PO NNIPA DM NPIDIN DNI DN N AN NIPYN NIPN
450,000-2 ,MYTNN MDD NP DNVIARN DXIPNY 550,000 PN
NPMAITNON NP DNVIAN (80%)

DONINND VPN DY NYN DY >TOMN 132NN 2D NIPDND I INSN
MNP NN NP MPDIA NIDINN IPOY IWNI 12 DMANN DMPYD
MININD NPMITNONN NPT .APMITNONN NP NI MYTNN
IWPN YYD DIDIVIN OTINN DMV MTONN DY IN-MANYNa
SOV Y 2N MIYO W NS DYTY .OYNSPNN DITINNRD DY PITIN
PO MDY DPWIXPH I PINONOY TN

PIPYN INITY NOT 121N NPMINDN NNID NPV N ON DNN
DI MNP P2 NPMINDN NN DN PIND MIN-DY .1PDIFN NP DY
NPPOY MIIANA NN NNKN DT PIYA NP NI DX POLPIN
NPPDY MIIN 2DYW NP0 NP NYDNY 213919 DN M NPMIPN
10 9°9515 ©XMYYAN NNVON DY NANIN IVIN YINIYT DI PIva
NP2 DM VN MDD NNIIWNY .DC non nIp 1 DB on nnap
.MVYAN MIAN PT-DY DN DIDMIND DI YNV TN MPNYN

PNYNI DIYAD DIPIAY PNNY MIVIND NN PNAY YPonn NNLN
SV 17997 121N .PITH NIPIO NNM MY NIOT RHY 12019 N1*ION
NWATOIT-DY NN TN ,AYPYN OPON DI, TN T8N ,PNYNI DXPIan
MPY9 DNN MYPWN YN 01N MYSNNI DXV 29D DV T19) D110
DITONA TINN N NXDNN I PN PN NOMIN N PIAN DYLN NI
DIONIXIVIN NPTIDIN DYI2 PNN PV MXPIAN DINNI NPTIDIN



(OP3N MNP PPV NPIDIN NNNTI) DXPIAN YT-DY DI PIvvA
YN DOWINPA DI IRV YT-DY NP YINYY NIY» NITONY 0191
.0Mon

113, P09 MIIPY DN DN MNP DY MM DNN MOPN P> DN
mMo5191) 1PDI19N MNP (MMNL DC N»ION) YNNI MNPS DNYNND
NNV NIDINN PIY INOIT PIVININD MINWI (NP NIDN DY 1Y
POPN YA MNP YT-DY DI NP PIVY NMIYIX NIANIN .TIIN
NNIPN DI HDVPIN MINH NXN DI NP DY NPT NN
22 D)HN MAP MINNKXY NN T ¥ 1T NN .NPMITNONN
.DP)AN YT-OY MOYIANN TI932 PPV

NIS0I1 NI'XAN NIN1IO1 .0

DOYMISPNRT DITINOND DY OVIDN MIANYNT DN WD IONHN DNIND

SV NN WOIN DINNNYY DYIY DTV PRYNY 101 ,NNIpn DHinda

DYTPONN NAPNA JIPY 1PN I1IYN YN DI 1P
TNXD NN LI NP PN PPV DN NIDIN DY qoN1

NI P2 DPMINDN DD DN IOYY DININ DIINN DY WIANND 11930

DN DNIP DI TTINNND MYTN 1PDID NP 1IWINN 1PDIN

DPMITNONN

MYTNN DNIPD MP>INN MNP P2 17900 IR DOWND .1

A2 NI 1IN DIN NNAY POV T2 90D 19 wan .2

MYPYN DY 2¥3 511712 D512 117019 MNP THDINI MINAXY NNVIAN .3
D01 NXYINI MANNYN DD D3Ny NAWD

MYPYND MY NN NNDINN 9919 ,NNIPN ONNIAD MOPY NNLIAN .4
NN D) PPN ONYN NIWN .DXINY P TIDID YNNI YT MPND XD
D2 MPY T NINND 1IPN YIDINY DNNIN PPN

PIVNVY ST DOINN DPNNI NNIPO NNPN IIYND MIVOX NNVIAN .5
.DYNYN NS DY NiPID DONIND NI

1’0190 NN 35 NTNY '



"NI7'D 912 N7 !

MAYPN MNNAT DY 0NN INXD ,DOY0 1I1INY MNNAIN WIND TNXD
IPOYY ,NOWNNNN TIN MNP 1 NNPN D210 MHPDISN X1 DINNI
NPDID NI 0OV JIMNANNNM 7PDIN NP DY NP YPIN
NITOND PIN;NPOINA MYPWN XIY» PIND NNMITA DIRNN 1YL MHNPY
DTV MYSNNI NPN DNIND MNRYN P DIDIVIN M NYVIY DI
95 MY 1INV MoNYN DY MY 121 ;0 NVPPT NPINKY MYPYn
DYI772 N DN MNINT MYSNND ,NOWNN TDIIDI NPNIT NP TIY
NNLN TIIN PIDINN HHI DY NIPr92 2DIWN NPND TN NI NN . MINN
Sy MIPXaN DY OXINND NP ,MVYIAN MM DN MNP NI PwNa

TN PIY DY NOLIVN MDY



3 :111'019n |PDO'NN N1aD

TIO! RUID

Y93 MPDIAN NIDND MNYPN MNVN NN TN NN TPRD NInN-oy
DN DPTHIND TID? NYIN 103D 12NN DNYN) ,0TIPN PYDA I TNNIY
91921 VIAN 29T MTVIWYN NNIVIND AN NXI X3P DIAN PNIDNN 1NN
PON Y YANDN MNXN NPT NNVONI .NNPDID NN NI MNLIVN
DONIT MN,TID .91 TID' MNWINA NNY YINIWN 1WA MYTN OPI120NN
JPTN N9NN DIV TIDWN NYIN NITHINT TN

MIVANNDN PNIDN NN 7190 DNN NN NPDID PNODN D103
MDION VLIONY B DOVIAN TII .TIN NNVI NIDN NNAD DIVID
NNOWN TV IDAPY NY IWND NI NOIPNA 1N NN DYDY INNNn
MMV DNIN MAP NX D1 BADN NIV DI .ATAYD DIPHAN
(1T NHNTI) NPONI MYPYN PAODND IN TIIN NNV MYPY ,D307N0N
RP2R)

N2INT DIV IPDIAN PNIDINN |, DP¥Y 1IDNNY DN I TN
NMONA TOINN VIAY IMVIA 2357 DI, TIIN NNVY NIDNT 2357 DY DN
1232 VIPN NN PIVNY IN,TIDIAY INNINY OY I NV DI )IP
T2 NININY IDWNN DNON NINND ND¥APNN MPDIS WIN DI 527 NN
NNV PMDIIN DIIN 72D MY INIAYA INNN N NNV . NPIDNN NIV
MY’ NNVDN LI DY INMND TY DNIYN I9DNI MIDN NN 1OV ,7IDION
(Annuity) nasp Mv>a 1M TR NNV NIDIN 11 NIDWN ¥ NPDIO

STNNRD IPDID NIV DNYPN DPIPYY DINID IWHOY DO
112701 NIN NN PO NNV TIIN PNIDINN DY (MXIVN) NI ONID
oW D»NN NOMNDY VIS DI DY DMNN NONIND DNONNN M INIWPRT
13 ODIYANN NIPON NIN GOVN PO .PDIAN XDININD DINITT PINY
NOVNA WD N MNY DI NIDN .7IDID NN DY 2N NN NINND
SPDIOT DNIP P2 DOV PA DINDON

Defined Benefit, oy mamm moo30 n110n 112 pnand Sapn
.(Defined ContributionDC) mwaan mH7wm M08 110N 1y (DB
DNMRNN PIYSD NND Y9-DY 1PDISN NN DINDNID MMV DB-1 Ny»ion
DYT2WYM DAY ,DC-N N1I1dN WD DRI NTIAYN MIY 190NN
NPIANY DORNNA YIAPI JIPN ANN IDNY 1DV DY NP NYOY )IPY DIWII9N0



NN PIVA DN MYPYN DY MNIWDNNI HMYPYNN ¥2nn ,nYY 00N
DNDNN2 NASP DIN MYSNNI Y0 TIND MYaP) IDIdN DM
Rl Nab)

NIVYAN 21>V MYPYNN 21120 NPIVNI NN MNY MYIVN S NY
MINIVPN MDD ) ,NNNVN DB-N NIV 19-Dy .DOMNYY 1PN P2
,DC-N DLW 19-0y (NOWNNN IN) 1PN DY DN NINIVNN YN JN
VY91 .1PDIAT JIPA DPNN NIMM INIVYNN MNP NN POY HV VIO
NIDINT MYIDNN TO NN DAPN NYIIS DY 1IPY MWD DN PTHN
DC D9 19 .(Annuity) naxp D183 »MNION Y93 Sy IXIWNN
1Y TPIANIVPND N 1 ,DO0791 DY 1NPDN XIVH NN 19901 NNNV
,IIPYINND 401K-1 N1ION 30 DT N0N NNIPD I0NT ANV INDD
77D)9N 1IP2 DM 1IIVNNY DXADIN NN TIVND DXVID MIVANNIT
MINDDYD DNNOYY DY (NYIPN IXIWN NADINA DXV MYION)

NP DIV Y91 1IN DN NMPY DC-N NVIY NX NNWND 1N
DYVI9N 29D NN NYPYN DM NP .PIDNN NNMPN TN 50
PODNN 29D NN TIWNY 912> VI NMPNN DYDY DMNY DDA
197 P2 HMnNn 5TaNN PIDNN NAPNI NIIVINY NIV NIDINA
DI YIPAY TIYA .D¥9DIN NIPWN J9INI XVINND DN NNPY MDION
DI 1PN NAXP DAPN VIV WHIT ,MIPDION NIVIAN DN GO
39D NN TIVAD 110, MINIVPN 71°NIAN VI NN NNV DI JIP)
192 T332 50 oy 2wn (LUump Sumpnys-1n 01203 9030 NP
NAP PINDIAN MLIAN DN TN TN ¥I1DID 21N VI DAY DI
212> VI ,NYIIAN DD NN .M XY ML) VI NIVAND DN
-TN DIIDI IMID DX NIANN DXADIN NN TIVAD N NAXP MV YD
RYa)V)

Funded pensioninix M09 n1idn Pa N0 DD 19NN

(Pay-as-you-gojviv poon 5y mooiann mdn pay (schemes

aANN OMON PIPN MDY INKY NIV TOIN NT DI, M8 NMIONI
TNT DI, PO DY MODIANT NPIONA DN )IPN DY MYpwini
LDTIPN NTN OV 7PDIdN DX NN

MDDIANN 7PDIA NMIINN TIYN DY NN NNMP O2IY2 M1 TN 172
WOPIY DOMYNYNI MNYPI APY ,MIDIN 7PDIO NPIDND DIV )10 DY
NN MXIAZYT MNYIID NPIPIYN MDD .7PDIdN NN JPIN
Y2IYONAY MDD MNDA OMNIPYD NNIND XDV NMODIVIIND NNIPTIN N
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PV NN P MONM DTIAYN PIYA DMPY ;NNIPN DY DINIOPND
7PDION NPION DY PVINON MOIINM ;MINANPN DAPN P2 NTIAYN
DY DI MMOYN DY DVIN NITIN DY WAVN WX DD NPNOVHND
199550

MTYPN 1IN MNNI DOYPYIN 7IDIdN NP 29D NI ORIV
NOWNNN DY D99 NNIYNN MDD MDA, 790 .AYIAP N2 MINYIN
PN PIYI MDY MYSNNI NIV 21D 23370 DY DXI12)XNN ODIYa
2PN IINY TN LTYNNI T NYND DNPM NN DI VI
NN DN (12T MOYTH 0 ON L, JASY MITPN IN) NIVIAN MI2N IYXIN
DXVIDY MNIASP NN DPINIVPN D10 YNIVIAY D1YIVI DX
YI90 XD DY)HNA

YUAN PIYA D2apNna Moo DC-Y DB ,muIwin >NY DX 1IN MNISN
MW N MIIWND RHO XM MPYS DN DM DY DX DININA
MATYN 29-DY MDIAN NPIDN PHN P2 NN DIV DIV .Y MTOM
12N NN PIYD 112V I DXV MDD .O0NYY MNYN NIDNN
DOXIPNY PAIPIIN PAIVND IN MVYIAT MIIND 1YY DINIWVPNRI INID
(Mutual Fundsny11nn nvpn nmona
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D" 7'y 0IN)

"INIW1 1'0190 NN X

MINNDN OY YAN ,NAXN NOVIYA MONIN NPDId NP P 1995 Ty
DMINIVPN MNYI) DNIYN DY 1IN ION TP .NIND NTN DY MYIan Dy
TMITNON DPPTNA 1Y 01NN NOMNI 71MOYN 10 WY DPInY
DINIVPN PONX DIVAN NDY YT XD NDNNOONY

INNPN DI PY2 NN NNTA TN NOND ,1995 mva
92 71PDI9N NP 1NDI MNP DY DOMNAIN NIV NN MINDD
PN NVOW Y9-5Y MYTNN TPDISN NP NP, )DIPHRA .DOWTN DXNVIAN
DTN DN DNDNI OINIWVPN PONR DY MNIPY INM 128N
PDI9N INIPY MTYPNI IND MNN DY IXIWNN INYY NN NOWNNN
NNVIAN NHYNNNY DIDIND NPAX TINHD DX0N NN NN D) WD
,029 D)2 NNOWVIN KDY 1T DN DIIN IIN 1IN MNDN MYSHNI
AN MT DPONY

MPINNN 7PDINT NNIP DY MINIVPND )IWIN Y0 2000 mva
PDIN MYIP MINIAPNNNN 36%-I NN I3 PYPI .N7Y TINIDM 56-39
220-29 1999 9102 1N NPTHN TV PDXPNN 7PDIAN NINAPNNN
DIY MINIVPNT MANN DX NHII NN N MIPNNN 2.N7Y TINDM
2WNNN YT LYND PN NI MDIPN

295 28N Dy DODIAN DN ITYND NONM NN NNWYNRIN NNXONN
5y DYWINN NN .IPNTND DXINN DNDIN DI NOWNINN NIMA»NNN
oY MINDNN DNMIANNNN DX IYND DIXHYNMY DXNMI NONHI
MDD TIWND MIN-DY 1T D1 NI DIINK DONDN DX DY) NHWNNN
DY DN NAPNNN

112-95 (MWTNM DYDY PDId MYIP YD Wi ,2000 MY N0
MDD DY DDA DOONN PINN 10%-3 DININD ,N7Y YTINIDM
.PDI MNP ) DIDIIN TON 93%-I 132> MPINNN MPDION DI
NNIPAY DY NNIPA TN NNY PDId NNIPA DX0IIN 100
1IN MNXI DYPYIN MPPDIND DI NP Y0IN 94%-d .MYTND
7°0291 MITP Y021 70% P IDINY,5.57% DY NNIWD MRV MTYPND



TPV IXIWD MINVIITN TDNX . ITYPD 1IN MNXI DYPYIN MYTNN
1252 5.05% S MIOUPIN

DMYANND ,MYTNN 7PDIdN NP DI DY DN 30%-1 TINn
NIPN DNDHNI MITIND NYPYD MIHD NNN) PNN PIva Mypwino
NPNOWNN 23N MNNA 2000 MY NDI DOYPYIN P 60%-I ,(NDIDN ON
DMTOM NYPYN YA DNIWYY DN DYPYIN P 8.5%-2) MIPND
TPDIOT MYIP DY NYRPYNN MINK DN MMV DN MNP DINTI DIINX
D21 MPND XY 1IN MTIVNIY DIHNXI NNIPA ,MPND NINA
NIV DN MNP 18%-3 NIIYD D1NAN DIDNNN 10%-I) HMYIYN
(D»n

MASWNI T2IND PN MNIPY 29-2¥ MOV MYTNN 1PDIAN TP
70970 NP2 DXIRYN MDY TN D) DC-y DB non Yv 021909
W INIWN 4.6% DY TPMIY 27 NYXINND IXIWA I9-DY MIAYINKD MYTNN
MITYPHN 2INN MDNI DOYPYIND DD DY HHPIVN YNNI NIVIND
DOYPWIND DD (5.05% DWW NNIVD 11D NNVL2IY NNIPN Y01 70%)
NYSIND INIYRN WY 93 NI TININN IYND MYIP Y00 30%) PN piva
At 9-5y 3.5% Sv

DP ORIV PIYA DPD MNP 1PDIdN NN NP 2D 1OX)
NONRY WP MYT OPIDN P INSN 12N P IINIWVPN PON DY PN
DMNY NPT MYXIANT NINXNNIDY VN MNP DY DI MINIOPND
NPION OMPY MN-2Y ION DMPYY MYIDNN NINNM O»N NOMN1
DMWY NPINND DX PTOND ¥ PINWOPRD NORD MNIPY DNN ON
N DINN DOVIVY

D»NN NOMND NYIAN 2% DY MNKNN YN DIXINN NN 1I-1N0D
TN MNODID DOYNAY NPAD 1PDI9 NN IWIND MN-DY DYMNYN DY
DINIOPN PN

NIV NINTNAT7 D'WIIDN AXD .2
*1'0197 DI0INN [I'ONI
10%-2,012 .12t OY DX DI NYIAN INDINA NN DIVIIND MINN

MY 20%-35 MOYY AN NT HINN .65 2 0N YNNI ODIVIINDIN
16% P9 9NV INNN MNINDT MYIYAN DY NDYDIAN MPIN NANP .2030
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DYINV IPY MINANP O22PN YN WOYIY TNYY YNNI 1DVN
100N DNVAN DY NIDIN DDIAPN

™3 OpYN NMYY DI DYIAPNI A YPYN DY MDIdNN M)
YNV P2 TIND DX112) MDIDNN YWD YD NI DID DJIAPN DINY
4,603 Dy 1Y MDY XI2APND 1IN NDIINN YINNY TV .NPDIVIIND
77039 970N HY 1V NDIINN YN ,(DPVLITIVD YD) 1997 Mwa Ny
72592 N 2,537 DY Ty

TR DXPIVN 2P NPDION NDIIN PO YD DIRID IPNNT M)
VAN DINPYY 19-DY NPDI MY DINVIANT OHNN DY NINGI .61% DY
»9-2Y DY) DINNY DINNIN DINPYYL NPON> DN DINYY DY
Y930 NODIN DXDIINND HNN NN INDN XD DOWINT IOV MNP
DMNPYY 193-Dy

1Nn17
123w"D7 |1>D'NA D'OIDHA DMWY TINK
DINYWY 19-7Y

.DMYN DNPYYN MA-DY XN GN MNYN 1DWN NYINNN HINX
2PNRYN NPYY 70%-2 MW NPYYI 58% P DOYI DINRD
MNPDID MY DNVIANT DINK I TN D) 13-DY NDIN 9N
NI 70%-23D N2 (D2PIWNN 40%-I) PYSN D) MXIAP 239P2 M)
N2ONN 22 DY PIPNNI MPDIA NYY DY 2N .OMIPOYN NTIAVN
MM 29-5y . PYN 90N NIPDIAN NPIANN MDYN DY WIsN NODNN




62.8% S¥ NONN NYWO NN 30 52 NPINDIO PN NYNN DI
MNYY NIYORND 20 572 NPIAN N2PNN DN ,NVIAN DY PNINNT 11DWND
.94.7% DV NoYNN

NDIIN PNYY 9PN DN YTARY MADN MTIAY MNMP 1) 18D
SWINTIAY ,0NTY AN DAY DXNYOY DY MYIANN DNIYD 1P DI
DYY92) IWUNI 20OV DININN NXPHNA DNV DINM NINSN P30T MmN
NDIN NV ,NANPD IN DDIND DY MNP DI DIWIMNN DIVIY
INDD NIYN ITAYY DXPIY 2992, DTN 9901 70%-02 NIV 1P DION
.84%-25 DY WN DINYY ,DOVTIN TWY-0N)Y TYNI 1PPoN N
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5} “n71y2 11019 '{71IVW2 NINIID

77O N

TID? DY P12 OONINIDN NIVIAN NIV, DI MNMANN MPTNN 212
VYN 12190 PNODNNN ONIXIDN MYIAN — NPYNIN T2 .0>T27 VDY
IOV TIVIN;NPNPIDYN IN NPV IDID NPION ,THXPN DI —
PYNI DXVIAN N9 MITVIYN MO NIDN NPIIN PN —

YNWY .DYTAIN NYIVYN TN Y32 D10 MPTHN PA DODTINN
P2 DY PR DXTI9 DYIAPIV DIOPNN NDIIN MDIDIN 1PDIdN
T2Y71) °N290HD YHNINID PINVIAL TNPHY NNONNN YN .APTIY NTH
IRINN DY DNV NIV 98%-D 45% P DIV (PYNRIN

T2, PYRIN 72173V 21 DIAN NIDINT MPTNN P DYDTIND DNNNI
SYIOWN MWD T2 DOYMNN DDTIN MNWN MPTHN P2 NINND JN°) D)
TN PN MM NN PYNRID T2 )TIY DX MNVIANT MPTHA
DNNY MPTHI ,PNHIND SWOUM MY 11172 112X NP9 NIDIN2
AON D729 PNIDON NP NINAD 1N, TINI DN YNIDNNN MVLIIN

DI FITONI MNMT TIIYD M MPTN VNI MNINKD DNIVI
QLIY PN TDIAN NP NMINYPI IWRI YN MNNHIN 1))

MIPTIN )N MON .0>Mynwn D>Tond win (pay-as-you-go)

NX1IY MY INYYI DMPINNID XD NPDIY YNV NP DIDIING
NPIDN NN NS PDIOT NN NN IND MPTNN NXPN IONI
P90 P I1W DINK MPTH 1PN PINIOVPR PHON MINIPY 29-DY MYTN
YNV NOTIN IN TIDION YNYY NTND D ,7PDINT NN D¥IINN
INIY NN PYDA DI PN IPIYD IMIPDIOT NPIASN NIAYD ,MYINN
DNVN MPTHA 7D NNIPI MNNNID I19DN MINDNT

D71Y2 N'D1D NINFA NINIIDIT NINNAIT ]

MM .1
NITA 72NN DTN IO DXTAIWN I90DHDY DXNPDIAN 190N P DN
YNNI ONNN NN THIND XYW NIN-2Y .HNMANN O2WN MO TN N°2910
DIVIIND DNPDION NINN IWNI YITIN ToNN ,20%-D 7ayn PO
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DT MIYAN NN NIPOYY 10N 1IN NOVNN DPIN DD
NOVNNN T .NPYIA DI NPIDND DNNIVNN PON YWIAND DINNN
MN-2Y 7PV DY MNPDIN NIDNN NN DIX D> THIND NYPIAN DN

TIAYN DHVNN DINONY INRD NP0 DN NN NOPVIND

POVIN .2

IV 1NN YSAD NNMD DY IOVIN NOWHNN NYTIN ,2001 MY 902
VIDYY N TPOVIN NOWNND DY 0NN MDD IPYY DI NP
DD DYNNY MN-2Y (7%) NITNI DINNIN DX DN YN YI
DYV DI NNIPD

DTV .3
IPMDIN DI MTINY SY TPIHRMN-NTI INVANN NI, D TNIVI
MYSHNT TN ,NPNOWHN 1IN MDHNI MYPYIN PAY 1ON MTInY
SPIND-PAM PR NN PIYA MYPYNS ,MINDN DI NP YIIN
DIAN NIIYNS DC-1 NN MNIPY NDIIND NI MINY ,)2-102
D»IPDIY MNIYNS DX0ION MTPOT ,NYSID NN 29-2Y . NDNN
0290370 NI IONY (D210 DINYW) DPNVTIN PP NYNIN T2
MWYIDN9 MTPANN P WPV T2 ,DCrmmnT Mmown Nyiond 112y
NOLOWS NONMNN PITY NNNDIN I PIXD 1IWN .INY PIN P> PN
20PN NON MNNDT NMIPDID NIIWNY NNV X9 pay-as-you-gon

N9INY TOPN 4

MYIPA MNINDT DIINNN DINK DY NTYPND NYPYN NN MPTHN DY
MIPNN PN PIYA DXODI NYPWN MONT, NPTIVN MYIPN NNNTI P09
MNXIYNI MDMPN DD NP DX MIAYY MN-DY DN DPNYD
MYTNN MYpYinn

I2N-MNIN .5
DB-n N1»30nn yMITN 12yNa NI2N-MNIN N1YNN DNV NHWI 712D
SUNNN 292 MINY 0vN 401K-n m»dn mysnxa DC-n n»ond
D902 PYN 21 INDINY DI DINNA NNNDID MYSN VDY
Voluntary)mxg 231039 PNIDINY 2P IR MININ NIV DIVINNDN
ANy Moy NynNonn mraspn i nnna (Funded Accounts

28

1’0190 NN 35 NTNY '



6 NnNnon - n'019 ;71N

29

DY NN NXINY 29I ,7PDIAN PIN XY NNN NPT NN DION 7MY P9

DN MM XYNT P20 DY 1D [ PIN) PWNI .NDIN N DY

W DNMINN I9DN P NION NP1 NN INSND YT XY ,DIN9NN

02 )T DNXNY MONWN SNV INDNT DN ITD DY DITOIVN DINWN

77PDI9N DINNA NPPPN NWITI OXN (1)

P79 PJOONY N TAW DD ONOTIN NPND PIN PDIdN PIN OND (2)
ITIIN NNV NIDNN DX YN PTOND

n'019n DINN n7*7N .N

TPYNI PPN NWITY DND NN DNND 292 DTRYY NNIWNIN NORYD
TPYPN2 MY M DINDN DY 2HPDIdN NIDNN DIND DX TONNY
YPINAY NOWNRN MLYNNA 031D DINIDN,NDIDN DN NNPNI NIWH
MYPNN NN ;DOPIOYNRN DTN DY MYINNN DX D> PTONN NTHIAYD
DX ;709N NNIPA MYPYNN 2590 DX ;7PDION PNIDIND NN DN3
NI (MTYPN 1IN MDN NNND) NP 1N ONOWNNN TIDIDN 9710
JON32

0 ONYNNN AN PN DNN 7PN DIND DN PTOND MIN-9y
¥ DIV DINNDNY DY NIPDIT PNIDINT 1) DXPIY HY 21 DISN NIDND
PYY NOT PIND DIVH .PDIdN DIND DY NITIDN PWNI NPPPN TN
NI DDAV TNN PIN NN MIPDION PNIDINN DY MDY 995 NN
JPONIYIT 172NN MAIVH DY NNV NN

N2IN N'019 71N N'ND'7HN N'0IS A

DNPINVP XNV NDIIN N9 MTIYN MPDIAN PIN MY NN PIND 111)
YNTND NPDI NIVIA PADY DNIVNY TPNITNY TPDIY PPIN NPIPOY
T2 DMMYINIL DPIDIYA N2 DTN NDN OND J9IND IR NYTN
YNIAN PIND NON»NNT NPHNOXIDN IWHN ,D¥PINN D02 .0N»N
DI NI HININDT MY NPIDN DY NYNRIN TN .MDIIN DN



MONMANT PIN MYST MNP THND INIWI ND»PNN 720V NPNIONN
NNVLAN NI DN PIPOYN DNV, 7252 DRIYWI DPOYIND NIN DI
DI NNNOYY INND NPOYIND 1PDIVIIND 101N

NIYNN 1PDIY PINT IMITINND INRDN NINIDN NNDMP NN N Pa
MDIINN NPIZN 22790 ,N2IN 1PDI PIN DAPHN DTNV T2 DY NNIDM
YTPNY PA DNINIVPND DINDN NPNY PI DNPIN >IN P> 12
0PN

TA1l TYA — 1IN n'019 7IN .A

7D PIN MYSN 1D OPN MTNIWY NOIIN N9 [, 2OY0 1IDNMNY 19D
2YTHND 11112010 PIND MY MIVY .ANTHI T2 D35 NN /7 HNIONN
NPDION NDIIN NV NN PIIYNDI MPDIY MYIAI DXNVIANT NN NN
v IINOWNN MIAIWND PITIIND 1T .DINAXYN DIPIVN DOV DY
IDINN IPIYI N MMYNYN MIAIWNN DIPIIINY DIV YOW DN PIND
NN PIY OHYI HY DX2907 NI NI DIVTH DNONI VDI

ol A HvAD!

TV2 - nalh n'019 i7In

SV DNDIIN P DN DOWIAN DY DOYIANN HNIWI MDIINN INN)
NDIIN NPV .PDIO DDIAPN DYRY DOV P DI DIDAPNT DOV
7P¥21 .NVIAN IDVN PON D) T DI NPDIY MY DNVIAN DY
oY ANV TV NYPN TN PN TI2),001030 DINPYYI IPOYA NI
MPDND 097210 VN DINN) ONIYI NINANN NDIDIING DY INYN M)
INND MNY NDION NNVIND PXODH N NPTNA INNIYN PNIDNN I
139250 7P PIN WITY 72299 ,NTiayn nuv
"IV DVWITD NONM NN MHNOWNN MIAIYNN D202 NYDIIN NPTNNN
DPIPOY MO NNIN Yann
,DX0791 HY 90N NIDIN DY MWIANNT NPYIOI MTaY NINd MN»p .1
NPYIN 1NN PA YA IONN PIDIN .JNIIND DHONY ) TN PO §0
INIOPNRD M0, NNIYNN 209 mon»nnn Moral Hazarda
Adverse Selectiom>» o 077101 012D
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DIV MYISN DY NPHI0IN NVHNNN — PO TINID NN IDIN .2
DS YATD PADN PNIDIN IWAND MIN-DOY PYS 92 52pNnY NN
WD MIPDIAN PIDNN NN DINNN 1Y D)1 12D 11D XD NVINN
NNV NPXNT M) YNY2 MYLY DX 1D, MYIANN NN D)
MYIA NIN P NN INKD DYV JPN 1N KD, IDI TN
N2 [ PYN 52 NN KD NVININ VIFT DX NIMI PIN *9-DY
SIND NNV VY DONN NN DY Wawnd

— DYPINOPD XD AT MATYNN DYIND DXV DY NPIIPXI 10N .3
DN NY2NN,NPIVDYD NIPNRY DIVINT DY MINT-A NATYN NP
JON DXIPNI TNV 29-DY NPNM NN NOTYN NNINNTY NPOINNT
SIYN INIPY TIDND DXV NN XOND 7D»T NPYP”

DYT2IY YD DONID DYAIYN DN :TPNDPXID NN NADN NPTSN 4
.DTAYNA DMIONINID DININD DY DINY PN DN DINNNND
NMY2 DOWYONN DXTAIWVN DY VY9N NN IDIN INX RN NPYPNN
(TP NWAN PINT ,NNINTY NWYIY 193) N1 THRN MAIYDN

NY2NDY DIONN PIYN MOV NN NPT AWANY 12N DI PN
IV DOVIAN DV NIRDN NIDN NN

;1IN 7PDID PIN MYSNINA MIPDIN PNIDNN NN NOTHIND T
NIVYAN NN WHIT,NIYNRIN PIDINN T2 IN DTAND 11 7D MYV NNOY
NIVYAN T2 MYIANN NITHIN 2 DNIYIVL NIN DI PIN YN NN
DD ,TD9Y ONIW NTIAYN PIYA DYDY DININNT NI ININDD
(MYRIN PIDNN T21I) YDINDT MYIAD MYIONN PP DN NIV NOY
YNPIDYN PDID PINY MW PNIDINN T21) DY NDIIN Y NYY NN DTN
PO NTIAYD PV DIXINDM PYHNI PNIDNN NN NOYN I (NN
.D»avN

T21 - nalh N'01D 7IN

NDIIN NV YD DININD DINNI DY DXINNDN NN 7PDID PIN YIMN
NDIN MY IN MTNDIRY MINN. MTIAY .0¥N) NI NIPDIAN
DXIDINN DXVIA HY INY DN DNV DY ,JPONI ,MYIANN )P DI
12N DY NI XD ,INVA TN NN IDIN 10D TIIN NNVD

B omynwn 1782 3NN DTN



Oy DOWIANN DYINN) PIND YIMN DIPHYY DMPOLNNNN DINYOVN
Adverse ,Moral Hazard>y ma2>on orvi9n ¥ 10N nooon
SNTIY DDA PN O PINY VN NPHINYI-OINTI v MaTym Selection
DNPPONN MTIAY W XY DN DNYL 72NN ,091Y2 N9 NIND ND
PN 12-1DI .MDIVIINT NPDIdN NDIIN IDIND MDD NN NINIAN
Y130 DOV MPNI DX PTIND I D NNY DIPINN OIPNN
PV DY NHPDIdN NMLIIN
NN NONN DX DODION ,DOVNND DNV DNIYP NN DIOIYY
1IN NOYW 7202 11 KD YD DOMIVY PYNI DOV DI DY NPDI9 ML
:DNYVN I 11N PN .PYNI INNIN DTN IPLPY N XION IV MDY NN
»9-Dy DXVION DY NDIDN NPINI IWAND TYN MNPDIdT NIDNN
PYN 120N 0N ,NNI2) DYVIN DY DNDION IYND .0NMN NNPN
993990 MNNNN .INY TINY MDIDNN 298 NIV MANPNY DNDIIIN
IDN ,INYNIN DPNN NNPNI XYY PNIDIND 10 DOVINN D NDIMN
.DMNIDN NN 1DINY 7DD NN INNDY DMPIAN NPN 22PN
DN NON T MDIIN NPIZN YXID DOVI9T IWIND 1IN 12N 7PDIY PIN
MY DOV, NNNTY .DXADI MDD 1V DNAY MNPNI DY TIOND DN
DOV . MPT NP DWPWNI MNWN DNPN DY TR0 DNND DIV
Y90 ,71PDION NAIPNY TIDNY N9 DN N2PNNA INY INID 1V PN
12N 7DD PIN DMN XIRMY
NPWNY DYV DY DIMMATYN 29-2Y NYNIIN NDIDNN DPINN
OIN T2 ,NNN DX INY DMOTYN DOVIFNIY DII AT N9-DY N12INN
ST9N9Y AN TINY PIDNM AN NN 072N NNPNA 1I7INT NI
NATYN , DTN’ P23 NOTYN DIV DY DY H>ON N2IN APDID NIV PIN
TIIND,ANNY NP NV DNOY PIAIN NATYNY DOVIAT IWINRD IINY,PYNN
N1NIN DOVIDT P NPINIVN IWANRD X I PIND .DNITYN 29-DY
DI MTYN
N9 VI DI NYVIAND NOVNNT PPON DN ,NYNYI NONY) 12-10D
NN MOYIAND PAVNY N MIDIAY INNIYY DIV DN NN INYTH DN
D) .N2NN DY YOI DMNNN DIVIN PN D NVIANY ,TA92 NP1 OMN
YITTN DN NNT Y230 MNY MSTYN DY DIV ¥ PIXD 2IWN ,IND
DI NPNI
PYNN DY N2IN MO PIN NYAYn DN PINAD ¥ I1ON DI DY QDN
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ATIAYD PV DY 1IN MY PIN MYSWND DNMNND ¥ [ IPYRI
MOY NN YT )PDIO PNIDIND 1DVNN 12% W1I9ND DR OYNN 997 21N
NI DAY NMPNI NTIAYA MOY NNOYN APY SMYNYN D11 NTHIAYN
DNa NYAIPN NONNIOY PYN Y9Iy IPOPYAY ,NMA) 1D PWNI NYVIND
NoYN ,NTIAYN PIYA 72WNND 12X ,DXNLY STV IN DT DITAY NOTYN
3 MIPONY NOWNND YN DN D) .PYNI NN PRYP NYVLIRD NN
;NN NYVANND NPT PYNI PN SV ,NAIN 12D PINA TN W)
1NAY W2 .pUNI DIPOYIND DI DY AT PIN DXNND 1N AT PN 20 NI
)TN MY PN NONN

MYIPS DPN NN MTDAIDN NIAN JNPNA,NIN MDID PIN NNV
TING DXT (NINWN NPIXIT NITYPN 2N MNNI DIDN MOPN) DI
NOWNNN YITDY NYTYPHI 23NN MDHDN DADIN .NOWHnn n»a»nnn NN
TOI0N .Y DY OITINODN 3.4-D 2.5 PAY D10 NTHNI PP AIY
YO N7Y PN 370-2 DPND MO8 DN MDN NP NN

2y NNYOWNDI DNIWID DPVINAN NN DNPNND DIWN 1Y) INY
SV INYOWND TITN I8P ,N2IN 7PDIS PIN DPXPN IN1NA .PIND MV
DYNY DYVIN DY D) 71PN NN NINY NMY DIDIVIN MNP
TIVA .pYNI MDIINN NPWVN DY WaYN TI2) NTIAYN MID DI»NYN
3995 NWN DN T NPXPNY DXONMNN NAIN PDID PIN YI0IN
M1’ ,PYNa NADN MDIIN NPIYND YD KDY YWIND NIDNN NOTHIND
NODN MDION NPIYNY 1235 PINY DNMNND NNMY DDIVIN MNP
PN29NN PO PINY PIND NONDY pwna

NN NOW N ,PWYNI NPDION NDIIA PV MIVI DNOPY JON»
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V. Additional Issues

1. Completing the process of moving from budgeted pensions
to pensions based on the accumulation method as soon as
possible.

2. Linking the retirement age to life expectancy—in this context,

if the pension plans are actuarially balanced and the

retirement age rises, individuals will be able to accumulate

greater rights to a pension and increase the amount of the
payments after they stop working. Some participants argued
that raising the pension age would cause greater

unemployment in the economy.

Equalizing pension laws for men and women.

4. A proposal was made to establish a pension and old-age
commission that would act as an oversight body and make
sure pension rights in the DB plans are adjusted.

5. Giving members ownership over the pension and requiring
the possibility of moving between the various pension funds
over the course of an individual’'s working years.

6. The high degree of centralization in the pension fund market
must be dealt with.

7. Estimates of the pension funds’ actuarial deficit range
between NIS 300 billion and NIS 550 billion.

w
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limitations would be placed on them. These participants asserted
that a safety net should not be provided. Instead, investment
managers should be given incentives to invest the pension
monies responsibly in the free market, under as low a level of
regulation as possible. Those who supported a safety net argued
that the government provides such a net, whether directly or in
the form of a state guarantee, as it guaranteed bank deposits,
etc. Aproposal was made to implement the safety net mechanism
gradually into the pension funds, perhaps even on a voluntary
basis in the first stage.

Similarly, the participants discussed the macroeconomic
implications of transferring the funds’ monies to the capital
market. The earmarked bonds currently constitute a source for
raising funds and financing the deficit. Halting the issuance of
earmarked bonds means giving up these sources. At least in the
medium term, there is a problem stemming from the
government’s previous commitments, so that overall there would
be fewer sources of funds for financing the deficit. In contrast,
continuing to issue earmarked bonds leads to a situation in which
half of the government debt is not negotiable and as a result the
negotiable bond market shrinks. If there is no deep and broad
bond market, the capital market will also contract.

Another argument raised on the subject of transferring
pension monies to the capital market is that these monies could
constitute a source for cooperation on infrastructure projects
and mortgages in the first stage, as well as a source for raising
monies for the Israeli venture capital funds that currently raise
money from foreign pension funds. In addition, the argument
was raised that for the benefit of Israeli investors, there is a
need for foreign investments in the context of the pension funds’
asset portfolio.



move between funds (including the possibility of revaluating
the funds’ assets at every stage) and the subsidy inherent in the
earmarked bonds.

Still, there were those who argued that the funds’ monies
should not be transferred to the capital market until a minimum
occupational pension is assured for retirees, as pensions in the
United States are. There too, for the Social Security layer, which
distributes occupational pensions to workers, the government
issues earmarked bonds that guarantee the policyholders’ monies
and promise a defined yield. Only the third layer is invested in
the capital market. Later on in the discussion, a proposal was
raised to enact a mandatory pension law and ensure a yield on
deposits up to the average wage level in the economy by issuing
earmarked bonds. On the rest of the deposits, not to ensure a
yield at all. This level would be defined as DB, while the rest of
the pension monies would be deposited in DC plans.

The central question addressed in the discussion on the
subject of transferring the monies to the capital market was
who would bear the added risk of investments in the free market.
In other words, should pension scheme members be provided
with a safety net, such as ensuring a minimum yield, and how
should the moral hazard problems of investment managers
stemming from providing a guaranteed yield be resolved? Some
discussion participants argued that in the current political climate
it is not feasible to give pension scheme members an assured
yield lower than the yield they currently receive, e.g., 5.05%.
Others asserted that a safety net on a very low level could be
provided, and that the pension funds should be transferred
gradually to the capital market in this manner.

There were substantial disagreements on the safety net
guestion. Some participants argued that providing a safety net
means that the funds would not be responsible for their
investments, since due to the moral hazard too many investment
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basis for a pension arrangement—in other words, allocating
only 8.33% instead of 17.5%. There were those who agreed
that these percentages could provide a gradual entry into a
mandatory pension law.

4. The working groups discussed the level of coverage that
should be defined as mandatory. Two main versions were
presented—coverage up to the equivalent of the average salary
in the economy and coverage up to the equivalent of twice
the average salary.

5. The non-Israeli worker sector needs to be dealt with when
pension contributions are made obligatory in the entire
economy, in order to prevent distortions in the labor market.

6. The option was discussed of providing incentives to
encourage long-term savings that are transferred to the
policyholder through an annuity, as opposed to receiving a
lump sum payment.

lll. Transferring Pension Fund Monies to the
Capital Market

Currently, 70% of new pension fund monies are invested in
government-issued earmarked bonds with an effective annual
yield of 5.05%. Regarding the transfer of these monies to
investments in the capital market, there was a consensus among
the participants that making a transition to the capital market
would be a positive move, but the main discussion focused on
the question of whether it is possible to implement such a move,
and if so, how. First, the idea was raised of transferring the
entire economy (including the security forces) from defined
benefit (DB) plans to defined contribution (DC) plans. Then
the conditions allowing for such a move to be successfully
implemented were brought up. Among other things, these
conditions include the following: transparency, the ability to



tax breaks) are the strong and unionized workers. Enacting
a mandatory pension law would apply the obligation to make

pension deductions to all employers, and thus on all

employees in the economy, and would contribute to reducing
the inequality in receiving benefits that exists between the

strong and the vulnerable workers.

3. The data show that most of the individuals who are not
covered by pension insurance are from the more vulnerable
socioeconomic strata. Government intervention today would
prevent a burden on the social system in the future.

[I. Mandatory Pension—Conditions

In the context of the deliberations, details of a mandatory pension
law were discussed: up to what wage would the obligation to
make contributions through the law be imposed and from what
wage level would the pension insurance become voluntary;
would the contributions need to be equal over the course of the
insured person’s employment lifespan, etc.

1. Mandatory age for pension contributions: two approaches
were presented. The first relates to applying a mandatory
pension law beginning at age 25 (or age 21), and at fixed
percentages of the individual's salary. The second relates to
linking the rates of contributions to the lifetime earning cycle,
e.g., lower contribution rates would be permitted in the early
stages of employment and higher rates later on. There was
also discussion regarding the option of spreading the tax
credits given for pension savings over a number of years; in
other words, providing an opportunity to accumulate the
entitlement over time.

2. The pension law should also be applied to the self-employed
sector, with the required changes.

3. A proposal was raised to use the severance pay fund as a
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making the pension’s second layer, occupational pension,

mandatory. The country’s first pension layer, National Insurance,

was also discussed. While there was near consensus among the
participants against making the second pension layer state-
sponsored and universal by enacting a state pension law, there
were those who argued that the first pension layer is insufficient
to enable a minimum standard of living for all of the country’s
citizens, particularly for those not insured by the second pension
layer. A proposal was made to re-examine the distribution of
revenues made through the first pension layer and even to scrap
the universal nature of the aforesaid pension’s distribution.

Opponents of a mandatory pension law raised the following

arguments:

1. A mandatory pension law means an additional tax on
individuals. Since the tax burden in Israel is already high,
additional taxes that burden the public should not be levied.

2. A mandatory pension law would become a universal pension
law even if that were not the intention of the law’s drafters.
This law would produce a new cake to be divided among the
citizens. The “principal of universality” would be applied to
the cake, and the occupational pension would serve as another
tool for wealth distribution in the economy.

Supporters of the law raised the following arguments:

1. Due to the problems of moral hazard, individuals do not save
enough for their old age. Over time, there is a lack of
consistency in individuals’ preferences regarding long-term
savings that is liable to lead to a savings shortfall during the
first part of individuals’ lives. Therefore, in order to ensure
that individuals not become a burden on society, a mandatory
pension law should be enacted that provides for governmental
assumption of responsibility for individuals’ long-term
pension savings.

2. Currently, most employees who are insured through pension
funds and who receive pension benefits (through bonds or



Summary of Deliberations
PENSION POLICY

Introduction

The Annual Economic Conference’s Pension Team discussed a
number of central issues that were presented to the plenum.
The first subject was concerned with a mandatory pension law.
The team did not reach a consensus on this issue. However,
there was broad agreement opposing a universal pension law.
Likewise, the team agreed that should the Knesset enact a
mandatory pension law, it should be implemented gradually.

Investing pension fund monies in the capital market was
the second issue discussed at length at the conference. The
speakers’ remarks revolved mainly around the method of
implementing the move with regard to issues such as the safety
net that the pension funds would receive, pension funds as a
means of raising additional funds for both real investments in
Israel and venture capital funds, etc. Some argued that currently
it is not possible to transfer the funds’ monies to the capital
market, in light of government guarantees of returns on the funds
through earmarked bonds.

I. Mandatory Pension Law—Yes or No?

Israel’s institutionalized pension insurance includes two layers.
The first, National Insurance, provides minimal pension
insurance to every citizen in the State of Israel. The second, the
pension and life insurance system, invests employer and
employee premiums in interest-bearing assets, and the principal
and interest are supposed to suffice for making the pension
payments.

The central issue discussed by the Pension Team addressed
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The Tenth Economic Conference, July 2002
Academic Director and Editor: Reuben Gronau

Preface

The Tenth Annual Economic Conference took place in the
shadow of a deepening economic crisis in Israel. This economic
reality influenced the deliberations of each of the four teams
and their recommendations. These recommendations, together
with the analyses of the subjects we chose to concentrate on
this year, are presented in the Caesarea Conference position
papers.

The conference was held this year in Jerusalem, the capital
of Israel. This was an act of solidarity on our part, because the
capital has been so hard hit — physically and economically —
during the course of the intifada.

| would like to express my sincere thanks to the heads of
each of the four teams: Professor Dan Sidon and Minister Dan
Meridor; Professor Assaf Razin; Professor Tzvi Eckstein; Dr.
Momi Dahan; and all the team members who devoted so much
of their time and energy to providing the best possible analyses
and recommendations.

Special thanks go to Professor Reuben Gronau, the academic
director of the conference.

Prof. Arik Carmon
President of the Israel Democracy Institute
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