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Pension Risk Management Lifecycle

AON

Traditional State

Modify benefit;
Close or freeze
the plan

Liability
Management

Dynamic investment strategy B[SV 157 1=0 01 4 o4t ¢
Liability driven investment Reducti
strategy eauction

= Lump sum offers Liability
= Annuity purchase Settlements

= Continue to shrink plan when efficient
» |et plan mature as actives leave and

TVs retire

The decision to fully terminate the plan is a major P
step to take in terms of time, cost and resources an
Termination

Privileged & Confidential



Pension Risk Management Lifecycle

Modify benefit Liability
Close or freeze
the plan Management

Dynamic investment strategy
Liability driven investment
strategy

A N

* Lump sum offers
» Annuity purchase

A N

= Continue to shrink plan when efficient
» et plan mature as actives leave and
TVs retire

The decision to fully terminate the plan is a major
step to take in terms of time, cost and resources

AON

Liability Risk Reduction

General Industry—Salaried New Hire Benefits

B Open Defined Benefit Plan ® Closed Plan Frozen Plan
100% -
80%
8%
12% 0
60% 0% 209
21% 0
25% 259, o
23% 24%
40%
20% - 39% .
‘" 1% W 14% [l 13%
0%

2006 2008 2010 2012 2014 2016 2018 2020 2021

Not a constant sample. (Employers may differ in each year.)
Source: Aon’s Benefit SpecSelect™ (954 employers).
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Pension Risk Management Lifecycle Investment Risk Reduction

- Other, 16%

Equity &
High Yield

= Close or freeze
the plan Open 43%
Closed 39%
= Dynamic investment strategy B[SV {33121 a1 ol o4t % Frozen 359,

Funded Equity &
Status High Yield

A N
0 0
= Continue to shrink plan when efficient <90% 47%
= et plan mature as actives leave and 00-11 00/0 38%
TVs retire
>110% 37%
High-Yield
The decision to fully terminate the plan is a major Real E state, D ebt, 3%

» Modify benefit;

= Liability driven investment
strategy

Reduction

Equity, 35%

= Lump sum offers
= Annuity purchase Inv Grade
Debt, 42%

step to take in terms of time, cost and resources

3%
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Pension Risk Management Lifecycle Liability Settlements

Settlement Solutions

Lump Sum Window Annuity Purchase

Only in certain situations, such as age Typically, only part of full plan termination

) 59-1/2 or plan termination
Actives P

= Modify benefit: | 95%-100% >
= Close or freeze

the plan Commonly done as window if not offered Often expensive and usually secondary to
as part of termination lump sum window
‘ Term Vesteds

strategy

Allowable again after IRS reversed Favorable insurer pricing and opportunity

= Lump sum offers Liability Retirees position in March 2019 to target small benefits

= Annuity purchase
& SettiSments %01P80 | mplament | _provaionce [l % orPBO | mploment | _Provaionco

= Continue to shrink plan when efficient
= Let plan mature as actives leave and

TVs retire 600 5 $51.8 $54B

530 o6
500 o o 465 A 444380 $45B
400 339 530.0 S36B
300 547 e 293 693 2 $27.5 $26.9 $§27B
200 $13.4 $14.1 $18B
100 $3 5 p8.6 I I $9B
0 SOB

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

The decision to fully terminate the plan is a major
step to take in terms of time, cost and resources

Transaction Count
wniwalid [e1o |
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Pension Risk Management Lifecycle

» Modify benefit;
= Close or freeze
the plan

AN

AN

= Dynamic investment strategy
= Liability driven investment

strategy

= Lump sum offers
* Annuity purchase

= Continue to shrink plan when efficient
= Let plan mature as actives leave and

TVs retire

AN

The decision to fully terminate the plan is a major
step to take in terms of time, cost and resources
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Hibernation and/or Maintenance

78%

$2,400

$2,200
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$1,400
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31 Dec
2012
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31 Dec
2013

31% 81% 81%
31 Dec 31 Dec 31 Dec
2014 2015 2016

—Market Value of Assets

86 % 86 % 87 %
31 Dec 31 Dec 31 Dec
2017 2018 2019
—PBO —PBO Funded Ratio

96 % 940/01 00%
880/ 950/0
90%

80%

70%

$1,71T
$1.62T

~w v

31 Dec 31 Dec 31 Dec
2020 2021 2022
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Challenges Facing U.S. Plan Sponsors

Lack of
Income
Adequacy

PBGC
Cost
Escalation

Benefits

Disparity Litigation

Lowering of
benefits and
poor individual
choices in DC
hurting
outcomes

Sharp increases
have pushed
companies to

question
efficiency of DB
system

Accelerating in
both DC (fee
related) and DB
(actuarial
factors)

Grandfathering
and Industry

trends leading to
large disparity

Shortfall for
average
American of
3.2x wages at
age 67 versus
need of 11.1x.

81% of people
projected not to
meet Retirement

Savings needs

by age 67.

From 2012 to
2022 the PBGC
Per-Person
Premium
increased from
$35 to $96, and
Underfunding
Premium
increased from
0.9% to 5.2%

18 large
lawsuits in last
four years on

actuarial

equivalence.

Gap from richest
Industries
(Energy, Oll,
Pharma,
Utilities) with 3x

benefits of
poorest
iIndustries
(hotels, retail)

DC lawsuits
moving to fees
from fund
options.

AON

Gender
Gap

Gender
retirement
savings gap Iin
U.S. now at 34%
(versus 18% pay

gap)

Challenges
related to move
to DC when
women live
longer; designs
favoring those
without career
breaks,
conservative
decision making
and barriers to
saving.

Safety Net
Weakness

Social Security
reserves
exhausted in
2034: Medicare
in 2028

While ongoing
taxes will cover
much of short-
term needs (up
to 80% of Social
Security)
changes are
needed and
likely to impact
younger
generations.

Increasing
Longevity

Male longevity
assumptions at
age 65 has
Increased by
37% since the
1980s

Males now living
average of 21
years post-65

and females 23
years. These

Increases
continue to
Impact savings
and hurt
Sponsors.
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Aon’s DC Point of View

TN

Smart
Design

S

Smart

Understanding how employees make decisions should
influence plan design and implementation models

Improved Participation | Higher Savings | Better Returns

Recognize broader financial circumstances
and make it easy to make good decisions

Engagement Savings Options | In-service Access| Distributions

S

Governance

Follow a process that demonstrates
comprehensive plan management
including Pooling

Smart

\/ Compliance | Plan Fees | Fund Selection

Privileged & Confidential
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Overview on the Social Security Benefits

Type of Plans and Retirement Requirements

: Non-Contributory Retirement Age Years of
Contributory Systems Systems Country Male Female Contributions
Defined Argentina 65 60 30
oo Focused
Countr Contribution | 20 for male and 15
y N Brazil 65 62
Universal ot for female
Defined Public Private having Low .
Benefit  Fund Fund th I Bolivia 58 58 10
enefi unds unds another Incomes Chile 65 60 Not required
Pension
Argentina x| X Colombia 62 57 oo TorDs, not
Brazil X X X equirement 1o
Bolivia X X Costa Rica 65 65 25
Chile x| - 60 if 30 years of contributions; 65 if 15 years of
Colombia » » > Ecuador contributions; 70 if 10 years of c_ontr_|but|ons; any age if 40
_ years of contributions
Costa Rica X X X X Mexico 65 65 54
Ecuador X X Panama 62 57 20
Mexico ’ X X 60 if 25 years of contributions; 55 if 30 years of
. Paraguay R
Panama X X X contributions
Paraguay X X Peru. | 65 65 20
Peru X X X oominican 60 60 30
— ; ; ; ; Republic
polliieE) = X Trinidad &
Republic Tobago Between 60 and 65 Between 14 and 15
?'E'dad S % x X Uruguay 60 60 30
obago Venezuela 60 55 15
Uruguay X X X X
Venezuela ~  x X

AON Source: Los Sistemas de Pensiones y Salud en América Latina / Banco de Desarrollo de América Latina, 2020



Overview on the Social Security Benefits

Contributions and Replacement Ratio

Average of Gross Salary

30
140.00%
25 120.00%
. 100.00%
OCDE Average = 18.9% 8 D -D D Dfﬂ
15
60.00%
10 40.00%
20.00% I I I
5
0.00%
<& N W A ) % O N N 2 3
- . — — — —_ - — _ — — — qﬁbﬁ Qj{:éb CJ@ @@Q) ,&@0 q‘ﬁbﬂ ’Ej}cj ;}@q} ;}\?ﬁ {\%@ @}%
5 8 £ B 8B 8 £ 83§ EE 38 g8 8 S Y O R
— m = m o m = m o= 3 . - = . ¥ G{Q 'D((\
™ = = & ;- o = O E= I & % = i g o S
B F E o : z E 8 o o , oo % O O
= p B g ® g 8 = 3 = g =
T 5 : L i - = d Male @ Female
® Employer
® Employee

Source: Los Sistemas de Pensiones y Salud en América Latina / Banco de Desarrollo de América Latina, 2020
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Supplementary Pensions

Prevalence of DB / DC Supplemental Plans

75%
70%
65%
60%
55%

50%

)
27% offer a 86% are DC 45%
pension plans

supplemental
Retirement Plan

40%
35%

30%
25%
20%
15%
10%
28% have arange [l 64% may select the 5% I I I I I
| 6‘ & &

of contributions type of investments 0%
. (\fb' 1::\:‘ -\\{2-' \Q\rz,. 1\{:,‘2" b@‘ qu}
(‘\\\ Q){b‘ CJ‘{‘\ {Q <& 03 t}\} Q, & Qp 1,
l'a CJ cP o S Q@
m Prevalance of Supplementary DC Plans Prevalance of Supplementary DB Plans

85% payitasa 46% contributions

lump sum are over base salary

7%

6%

5%

4%

3%

2%

1%

0% Argentina Brazil Mexico

Source: LatAm 2021 Aon Benefits Survey

m Employee contributions Employer contributions
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Other Labor Liabilities

Liability

Description

Notice Period

Most countries require both the company and the employee to present a Notice
period upon termination of employment. Required days prior to termination vary
from country to country.

 Chile, Costa Rica and Dominican Republic are examples of countries which
require the company to pay an amount in lieu of the Notice Period

« Some companies use to consider this as a labor liability to be booked under ASC
or IAS methodologies

Cesantia

Colombia, Costa Rica and Panama also require the Payment of the Cesantia
Benefit in case of almost all cases of termination of employment

* |n average, Benefit is equivalent to 1 month of salary times years of service, some
of countries having a maximum benefit

Mexico requires the payment of the Seniority Premium in case of death, disability,
dismissal, or voluntary termination with more than 15 years of service

Termination
Indemnity

Payable in case of dismissal without a just cause

Mostly equivalent to the Cesantia payment, commonly subject to minimum or
maximum ceilings

AON




Hot topics in Latam:

Legal Changes Call to action

« Evaluate impact of the pension reform | Company cost & Benefit level for colleagues
Mexico | Pension Reform | - Benefits | Redesign or implement Pension Plans according to new Social Security benefits and costs

« Many companies are looking into optimizing or reduce risk in their post retirement medical plans, which are very
Brazil I Risk on Post- common in Brazil

Retirement Medical Plans

« All countries moving into DC schemes (some with minimum guaranteed benefits)
* Pension plans with only employee contributions

« Communication to participants (financial awareness)

 Reduce risk due to inflation rates in the region

 Reduction in vesting schedules

* Inclusion of voluntary additional life/disability benefits through pension plans

DC trends

« Companies are worried about employees being educated about financial issues that they might be facing all
along their active and post-retirement lives, such as debts, savings, investments, fiscal opportunities, legal

. . ] requirements, taxes, etc
Financial Wellbeing

 There is an opportunity to help employees in the diagnostics of their financial health and with any issues that
are found upon these diagnostics.

* Qutsourced administration rather than bundle services with the investment management
* Investment policy & monitoring

« Governance and best practices (Prospective and strategic vision on market risks)

« Accompaniment to retirees

* In Argentina, offshore investment becoming more prevalent due to high inflation rate

Administration &
Investments

AON
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Pension Fund Assets
Europe

24

Sweden

51

174

Norway :
Finland
190
52 Denmark 314
Iceland Germany

2,043
116 Netherlands

Ireland

53
Belgium 26

Czech Republic

Key Employer DB 77 21
Markets France ' 'v 11 Romania

Bulgaria

46

Poland

26 31

Austria

Slovak Republic

: 27 , Figures in
Key DC, Collective Portugal 1,165 51 Sbillions

and Industry-Wide 143 Switzerland 195 18

Croatia
Markets Spain Italy Turkey

Source: OECD (end 2021 data)

Data generally refers to assets in pension and excludes unfunded plans (e.g., Austria, Germany, Sweden); pension insurance contracts (e.g., Belgium, Denmark, France, Sweden); and vehicles offered and managed by banks, investment companies or other entities (e.g., Belgium, Denmark)

Data includes: PERCO/company PER and IORPs in France, Pensionskassen and Pensionsfonds supervised by BaFin in Germany, open pension funds and employee pension plans in pension funds in Poland, personal plans in Turkey

AO N Confidential - For Client Use Only
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European Gender Pension Gap and At-Risk-Poverty Rates

: :  Aon can help companies assess
Gender pension gap in 2019 _ P P
(% difference between pension of men and women aged over 65) thlS for thelr woO rkfo rces (for

example: sample members; entire

populations; those approaching
retirement)

 Employers can then take targeted
actions to improve retirement
outcomes

» Official European Union data - : :
orecise rates will vary by At-risk-of-poverty rate for pensioners

(2019, % of pensioners aged over 65)

company and earning levels

ec.europa.eu/eurostati

egal Copy Helvetica Regular 8/9.6 Black
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Focus Areas for 2023

IORP2

Mastertrusts

Auto-enrolment

Pension financing

Insured/DC broking, administration & communication

Liability management (lump sums)

Pension Reforms / DC
Financial Wellbeing

Asset-Liability Modelling

Plan consolidation (mid-tier)

© O P

High earner 1e (pure DC)

Long-term funding

s

1*'

000 & w5 C

Social security / retirement age reforms

DB settlement
DC management

Financial wellbeing & communications

ESG

Governance & Risk Management

Communications / Dashboards

Cross-border

Confidential - For Client Use Only
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Pension Fund Assets
Middle East and Africa
361

Israel

Egypt

S

Uganda

13

Kenya 4

Ghana Nigeria

e &

Tanzania

I I 9 Mauritius
Botswana
Source: OECD (end 2021 data); Bright Africe (end 2020 data)

Data generally refers to assets in pension and excludes unfunded plans (e.g., Austria, Germany, Sweden); pension insurance contracts (e.g., Belgium, Denmark, France, Sweden); and vehicles offered and managed by banks, investment companies or other entities (e.g., Belgium, Denmark)

12

Namibia

Key DC, Collective
and Industry-Wide

227

Markets South Africa

Data includes: PERCO/company PER and IORPs in France, Pensionskassen and Pensionsfonds supervised by BaFin in Germany, open pension funds and employee pension plans in pension funds in Poland, personal plans in Turkey

Figures in
Sbillions

Confidential - For Client Use Only
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NEW News

 Australia: this week

announced
superannuation balances

above AUD S3M will have
their concessional tax rate
doubled from 1 July 2025,

and will be taxed at a

concessional tax rate of
30%, up from 15%

China: tax-efficient
‘Individual Retirement
Accounts’ (IRA-like)
personal savings now
launched and invest In
new Class-Y shares

Philippines: new EPRI
proposed (4% /1%)

In focus now for APAC employers

OLD News

India: preparedness
for change in labour
code wage definitions

Australia: stapling now
In force for new hires;
also Superannuation
Guarantee increase to
11% from 1 July 2023,
then incrementally up
to 12%

Korea: ERBS Act

requires all existing
DC plans to implement
Default Investment
Option by July 2023

BAD News

Hong Kong SAR: high
fees eroding MPF/ORSO
retirement savings

Singapore: DEI| gap for
non-CPF eligible

Australia: APRA
superannuation fund
performance test

Employee cost of living
concerns and volatile
markets: importance of
financial wellbeing
support to mitigate
money stress and mental
health impact
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Financial stress on the rise

Global Risks Report 2023 WORLD
ECONOMIC

Top 10 Risks FORUM

TR

“Please estimate the likely impact (severity) of the following
risks over a 2-year and 10-year period”

2 years 10 years

1 Cost of living cnsis Faillure to mitigate climate change

2 Natural disasters and extreme weather

evenis

: ; MNatural disasters and extreme weather
3 Geoeconomic confrontation et 1 ) trems th
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Financial worries are not linked to income nor age
Financial stress impacts mental and physical health - and vice versa

66% of employees struggling financially reveal poor mental health

18% of those with mental health problems have problem debts
they are 3.5 times more likely to be in problem debt than other people

Employees' self-reported well-being M The C-suite's assessment of employee well-being

89%
854% Bd4% 210
65%
59%
51%
Physical Mental Social Financial
well-being well-being well-being well-being

Sources: various individual studies included in ‘Mental health and employers - refreshing the case for investment’ Deloitte analytics



Snapshot of the 8 habits

Can be customised

Nurture Future YOU

1 Understand your behaviour to money. Learn
some instant money hacks. Ildentify how to have
a daily habit of nurturing your future self.

Having effective money conversations with your
loved ones
Consider the behaviours of your loved ones.

2 . . .
ldentify strategies to open an effective money
conversation with kids, partner, sibling or
parents.

Protect those YOU love

ldentify those around you that are important to
you. Create your own ‘risk register’ and identify
where employee benefits mitigate the risk and
also where are the gaps.

Invest in what you understand and have a plan
Easy introduction to investing, the common
mistakes made and also how to consider your
appetite to risk. Also includes a basic savings
plan to create funds to invest.

AON
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Snapshot of the 8 habits

Can be customised

Managing Financial Stress

When we worry about our finances we can feel
B anxious or even depressed. This topic explores

how to reduce financial stress and nurture your

wellbeing.

Finance MATTERS for Women

Women have specific financial behaviors and life
6 events. We explore what these are and identify

how to create your own financial wellness

strategy.

Preparing for life after work

Before considering life after work, consider your
own behaviour to money and how you plan to
transition through into retirement or something
else.

Kids

Kids don’t hear. They see.

How to identify early your kid’s behaviour to
money. Simple tips for kids to know before they
get their first pay packet.




Aon Financial Wellbeing
March/April 2023

...International Women's Day
presentation

“Finance Matters for Women”
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Q&A



Aon plc (NYSE:AON) exists to shape decisions for the better - to protect and enrich the lives of people around the world. Our colleagues provide our clients in over 120
countries and sovereignties with advice and solutions that give them the clarity and confidence to make better decisions to protect and grow their business.

Copyright © 2023 Aon Solutions UK Limited and Aon Investments Limited. All rights reserved. aon.com. Aon Wealth Solutions’ business in the UK is provided by Aon Solutions UK Limited -
registration number 4396810, or Aon Investments Limited — registration number 5913159, both of which are registered in England and Wales have their registered office at The Aon Centre, The
Leadenhall Building, 122 Leadenhall Street, London EC3V 4AN. Tel: 020 7623 5500. Aon Investments Limited is authorised and regulated by the Financial Conduct Authority. This document and any
enclosures or attachments are prepared on the understanding that they are solely for the benefit of the addressee(s). Unless we provide express prior written consent no part of this document should
be reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any other purpose or to anyone other than the
addressee(s) of this document. In this context, “we” includes any Aon Scheme Actuary appointed by you. To protect the confidential and proprietary information included in this document, it may not
be disclosed or provided to any third parties without Aon’s prior written consent.
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