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KAZAKHSTAN PENSION SYSTEM STRUCTURE

THE WORLD BANK ‘
IBRD + IDA | WORLD BANKGROUP

' PILLAR 4. Social support programs (cash or
benefit in kind)

PILLAR 3. Voluntary fully-funded pension
system

S ————

PILLAR 2. Mandatory fully-funded pension
system

I

PILLAR 1. State mandatory PAYG system

S —————————

PILLAR 0. Base or social pension for low-
income

Cy bKOK
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A

[PILLAR 4. Benefits and privileges for retirees ]

(medical services, transport, taxes, utilities)
I —

PILLAR 3. Voluntary fully-funded system ]

(employee, employer)

PILLAR 2. Mandatory fully-funded:

Since 1998 - 10% Mandatory contributions (employee)

Since 2014 - 5% Mandatory occupational contributions (employer)
Since 2023 - 5% Mandatory contributions (employer)

PILLAR 1. State PAYG pension (entitlement
with service history prior to 01.01.1998, only)
PILLAR 0. Basic state pension for all retirees
(54-100% COLA)




FIRST PILLAR PENSION BENEFITS ‘,_(3‘5)1(3](

BASIC PENSION PAY-AS-YOU-GO (PAYG)
PENSION

Since 01.07.2018 the size of the - Paid if length of service is at least
basic pension depends on the . 6 months before 01.01.1998
length of service:
54% of COLA -0 to 10 years Length of -

of service - service required | (J

: : for full-size ™

of COLA — for ever benefit: o
+2% other year over 10 );/ears ; :

of service - Full-size benefit:

60% of the average monthly
income for any 3 consecutive
years (36 months) since
01.01.1995 to retirement

8 3388 —) - the cap on income accepted
% 46 MCI for calculating PAYG benefit

Maximum benefit size —
100% COLA with a length of service of
33 years or more

retirement age length of monthly calculation indicator
service



DEVELOPMENT OF FULLY FUNDED PENSION SYSTEM {)BX(S’K

Beginning of gradual increase in the g
retirement age of women; Launch of 5%
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Transition from lump-sum to monthly mandatory
benefit withdrawals from UAPF; employer
Introduction of one single application contributions

for pension benefits from all pillars ¥

Extension of full pension coverage
sourced from the State budget over
defense and security servicemen,

their exit from the Fully Funded System

Launch of 5% mandatory
occupational contributions paid
by employers (for hazardous
working conditions only)

® Access to

Launch of 10% pension

mandatory employee annuities with
contributions pension savings 07.2013-03.2014

Establishment of UAPF by merging
all pension assets and liabilities of
private APFs

Dec.1999: 13 APFs, 8 Pension

First Law on Fully
Funded Pension

b hSystem];t Asset Managers;
stablishment o — Anti Aug. 2013: 10 APFs, 2 Pension
GNPE* GNPF - option by

default Asset Managers

*Abbreviation for the State Accumulative Pension Fund
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FULLY FUNDED PILLAR SCHEME “(;) 5)1(31(

T Since 1 January 1998, based on the Chilean

PENSIONASSET " pm

— : W % ALLOCATION
992°| pension system model: N e i 2 >
- DC, with individual pension savings o INVESTMENT - e
RETURN _
accounts —_—
NBRK*: PENSION ASSETS
. CUSTODIAN PORTFOLIO
- FIDUCIARY ASSET
MANAGER
A o
.. CONTRIBUTIONS
% o P I o »  State Guarantee on
UAPF: NG :  safety of pension savings
= CUSTOMER SERVICE u)% P L e gt UA)\/PF I?real return 0)9
= CENTRALISED RECORDS", INVESTMENT —
KEEPING RETURN .
— ﬁ Members’ right of
» ACCOUNT STATEMENTS P £ ownership on individual
» CONTRIBUTIONS . P e . )
[ l BENEFITS DISTRIBUTION pension savings
MEMBERS /
BENEFICIARIES

* Abbreviation for the National Bank of the Republic of Kazakhstan, being the Central Bank of Kazakhstan



DECISION MAKING ON PENSION ASSETS ALLOCATION ‘S‘}\Bng
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PRESIDENT
OF THE REPUBLIC OF
KAZAKHSTAN

=  PROPOSES FOR:
= IMPROVING EFFICIENCY OF PENSION ASSET MANAGEMENT
KAZAKHSTAN NATIONAL OIL FUND = LIST OF FINANCIAL INSTRUMENTS ALLOWED FOR
MANAGEMENT COUNCIL ACQUISITION AGAINST THE PENSION ASSETS
= REVIEW OF UAPF ANNUAL REPORT

GOVERNMENT NATIONAL BANK
OF THE REPUBLIC OF OF THE REPUBLIC OF
KAZAKHSTAN KAZAKHSTAN
= APPROVES THE LIST OF FINANCIAL = FIDUCIARY ASSET MANAGER
INSTRUMENTS ALLOWED FOR * APPROVES THE INVESTMENT MANDATE
ACQUISITION AGAINST THE PENSION = DEVELOPS THE INVESTMENT STRATEGY
ASSETS = MAKES INVESTMENT DECISIONS

UAPF

* PENSION ASSETS PORTFOLIO
ACCOUNTING AND REPORTING




FULLY FUNDED PENSION SYSTEM: KEY INDICATORS Cy bAOK
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. . 0 L _
Pension savings as % c()jf GDItD,.gu;pulat*lve investment return Cash-in / Cash-out
and contributions 15,2% 4000 3686 Pension Flows, KZT bin
12000 14,3% 14,2% 1i‘3fy/‘ 10 801 3500
10000 17 4% . 9378
8000 6 685 2500
5828
6000 4518 2 000
4000 1500
847 990
2000 1000 530 689 698 756
1998-2014 2015 2016 2017 2018 2019 0
mmm |[nvestment return = Contributions, KZT Bin. =4&—PS to GDP, % 1998-2014 2015 2016 2017 2018 2019
*Source: NBRK from 1998 to 2014, UAPF since 2015 = Contributions  mWithdrawals and annuities
549% 533,70%
sowe [ ndcaors | eos [ eos ] o
0
449% Rate of return 11,27% 6,57%
399% Inflation 5,3% 5,4%
349%
Gross investment 977,2 699,8
299% return (KZT, bin)

249%
199%
149%
99%
49%

-1% :
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

—A— Accumulated Rate of Return —B— Accumulated CPI




INDIVIDUAL PENSION SAVINGS ACCOUNTS (IPSAs) STRUCTURE

AS OF 1 JANUARY 2020

Working population, members, active members, thousand
people

, I
9918 = Working population

8773 8 933
= Members (mandatory employee
6 560 contributions)
= Members that may receive mandatory
employee contributions
= Active members (at least 1 time per
year)

* according to Statistics Committee as of 01.10.2019

Average account balance by age, KZT thousand

1412 1459 1458
= U
675
35 years or 36-45 46-55 56-63/59
younger

* 1 year of service = contributions for any 12 months

) bKIK
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Density of mandatory contributions per year,
thousand people

-5 contributions;
444; 22%

9-1 contributions;
contribut 793: 12%

4 323; 6

Average account balance by service*, KZT thousand

4917

5yearsorless 6-10years 11-15years 16-20years 20 years and
over
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a
PENSION ASSETS PORTFOLIO STRUCTURE (AS OF 1 JANUARY 2020) {)BX(:?K
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PENSION ASSETS PORTFOLIO, KZT bin CURRENCY STRUCTURE OF PENSION ASSETS,
Type of instrument KZT bln

RUB 0.31% Other currencies 2,80%

40,5% 4 368,01 Government securities of RK

Bl 66,7% 7201,0KZT

1 543,37 Second tier banks of RK (Deposits, bonds and stocks)
3 261,36 USD

15,0% 1 596,76 Government securities of foreign states and IFO

M 0,31% 33,45RUB
15,0% 1 604,96 Securities of quasi-state organizations of RK

M 2,80% 302,50 Other currencies
16%  1685,22 Other

11




MANDATORY NOTIONAL DEFINED CONTRIBUTION SYSTEM ‘S)‘E)KSK

sl . mandatory employer . -
| : ; . to notional account of -

“, contributions paid by * employee at UAPF

employers

: i 5%EMPLOYER : i HE

EMPLOYER ...................._:. CONTR|BUT|ON ie0eeccccssccccssccccse > EMPLOYEE EE
(agent) OF EMPLOYEE’S (beneficiary)

. INCOME

50 Beginning on 01.01.2023 a new notional defined contribution component of the pension system will be introduced —

0 5% mandatory employer pension contributions of employee’s monthly income. Mandatory employer pension

Cfr’::fi’:)ouﬁn contributions are designed to provide increased levels of pension benefits by sharing responsibility for pension
provision between State, employee and employer.

Pension rights entitlement conditioned by the minimum period of membership — contributions for any 60
periods (calendar months).

Pension benefits from notional defined contribution component will be monthly and life-long.

Pension savings at notional defined contribution component cannot be inherited. No State Guarantee on
safety of pension savings.

Pension liabilities will be formed depending on the size and number of contributions paid for each member
taking into account investment income.

Disabled Upon retirement savings balance will be formed taking into account all contributions, investment income for

aﬁg‘;f";gj ; . the entire accumulation period and redistribution of savings from deceased and emigrants.

with termless
R disability
12
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The concept of further modernization of the pension system of the Republic of Kazakhstan until
2030, approved by presidential decree in 2014;

Message from the President of the Republic of Kazakhstan dated November 30, 2015 on the
transfer of pension assets management to private pension asset management companies;

Message from the President of the Republic of Kazakhstan to the Nation dated September 2,
2019;

Corporate Development Strategy of UAPF JSC for 2017-2021;

World’s best practice.



INDEX STRUCTURE

SUB-INDEX

INDICATORS

AVERAGE
SCORE BY
COUNTRIES

KAZAKHST
AN’S
SCORE

40%

ADEQUACY

}

» System design
» Benefits

» Tax support

» Home ownership
» Growth assets

» Savings @
(D)

47,9

Melbourne Mercer Global
Pension Index

A% MELBOURNE
MERCER

S GLOBAL
ki
35%

SUSTAINABILITY

}

Total assets
Contributions
Demography
Government debt
Economic growth

VVVVYVYY

51,3

69,9

) bKIK
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25%

INTEGRITY

}

Regulation
Governance
Protection
Communication @
Operating costs

70,7
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TRANSFER OF PENSION ASSETS MANAGEMENT TO PRIVATE PENSION ASSET L‘;\E}[{?K
o e
MANAGEMENT COMPANIES oo

1
: - |
1 1
| i
. . . 1
Selection of private pension i !
P asset management company =~ ! i
yd N (transfer of over sufficient Transfer of over sufficient i i
// \\ mandatory pension pension savings i !
/ \ contributions) > I - !
' | > I i
‘\ I Pension benefit Investment : i
/ return i !
\ MEMBER / statement and other P i I
AN 7 ~ information ] !
\\ // - 1 :

- 1
1 1
Centralized records i - i
keeping — !
1

Investment management of
over sufficient pension
savings

K

)

Investment management of
major share of pension
assets

Lkt e e e A A A e e A A g A eSS E e A E A E AR E A £ £ E A RN SN SR E AR EA R NAN S EANEaEaEaNRraraats 1.5




INTERNATIONAL BEST PRACTICE ON CREATING INCENTIVES FOR

VOLUNTARY CONTRIBUTIONS

[ o=
Employee’s Employer’s
‘I‘ contribution ﬁ.ﬂ contribution

Overseas companies offer their employees collective voluntary pension
savings schemes. Employees make voluntary contributions to pension
scheme and receive a matching contribution from the employer.

Drivers of participation for employer: employers may be allowed to
deduct the matching contributions from their corporate tax income; part of
motivation program among workers.

Drivers of participation for employee: matching contributions from

employer to increase future pension benefit.
(UK, US, Canada, New Zealand).

) JEWHETAKE| KOPBI | MEHCHMOHHEIN ©OHA

® Individual’s @ State’s
w contribution bonus

To encourage participation in individual voluntary schemes
voluntary contributions of individuals are supplemented by
subsidies from the State within established limits (Germany,
Malaysia, Turkey).

Other incentives to increase participation at funded pension schemes

«Soft compulsion» - automatic enrollment to
voluntary pension scheme
(UK, New Zealend, Italy, US, Canada (Quebec)

gEarly withdrawal of voluntary savings
(UK, New Zealand, US, Canada

(Quebec))

gTax incentives for legal entities and

individuals (at contribution point and
retirement)

g Incentives to enroll to fully funded

pension system self-employed and
low-income citizens
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