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Dutch pensions environment

General

Dutch pension plans and transitional arrangements negotiated between employer
and employees (via unions)

External execution legally required (insurance, financing, administration) for Dutch
pension plans

Dutch pension plans Dutch transitional arrangements
External execution mostly via Conditional arrangements based
industry-wide or company-only on years of service and continued
pension funds or direct insurance employment
contracts External execution or via balance
All Dutch pension funds are sheet company

independent legal entities, not owned
or controlled by any other legal entity.
All funds are being supervised by the
Dutch Central Bank (DNB) and the
Dutch Authority for Financial Markets
(AFM)



Pensions

Content of pension plan determines level of cash funding

Company and pension fund agree on conditions for administration of pension
plan, including the financing methodology

PostNL: no employee
| contribution

Company Employees

supervision

Pension fund by DNB / AFM

- Contracts
Cash flows



>

Transitional arrangements — Early retirement benefit s

Content of early retirement plan determines level of cash payments
Benefit conditional on continued employment

Company Employees

- Contracts
Cash flows



Transitional arrangements — Soft pension benefits

Content of soft pension plan determines level of cash funding
Transitional arrangements executed by pension fund (comparable to pensions)

Benefit conditional on continued employment

Company Employees

If conditions are met
lump sum payment at
date of retirement or

2020/2021
: supervision
Pension fund by DNB / AFM

- Contracts
Cash flows




Dutch pension plans

Defined Benefit Defined Contribution
Specified monthly benefit on Amount of employer’s annual
retirement contribution specified
Mainly based on earning Individual accounts set up for
history and service time the participants
Final pay Monthly benefit on retirement
Average pay depending on investment

returns

Collective Defined Hybrid scheme
Contribution Combination

Employer’s contribution Usually DB (average
fixed  soft entitlement pay) up to certain
for employees level and DC above

Aim: DB scheme with
specified monthly benefits
where the risks lie with the
employees

this level



Most common execution options

DOS

Industry-wide pension fund  Company-only pension fund Insurance contracts
Dutch pension law contains the financial Coverage ratio

requirements for pension funds -

Main principles: Desired level -

Valuation of investments and obligations
on market value
Risk-oriented financial requirements

Legally required minimum level of cost Required level - \
calculations

Important measure: Minimally
Coverage ratio = required level -

(~105%)

Y
ue|d A1on020y

fair value of plan assets

present value of future benefit payments




Developments

Financial crisis In-principle agreement on pension
More than half of Dutch pension funds reforms
have had funding problems Change in state retirement age
Current: 65
Main solutions 2020: 66
Recovery payments 2025: 67
Refrain from indexations
Cut pension rights Annual increase state pension (AOW)

based on salary inflation
Important outcome several commissions

Discussion about (maximal) level of Stabilisation of employer contributions
premiums on current level
Discussion about risk sharing between
employer and employee Expected increase in nominal
contributions due to increasing
Longevity average age of (active) participants

Most recent mortality table projection

2010-2060 (published in 2010)
Increase of around 8% of obligations
compared to previous table




Agenda

Dutch pensions overview
Robert-Jan Hamersma, Deloitte Financial Advisory Services

Accounting

Dave Middelburg, PostNL Pension Specialist

PostNL detalls
Dave Middelburg, PostNL Pension Specialist



IAS 19 Employee Benefits

=)

General
Classification as Defined Benefit or Defined Contribution
Defined Contribution: costs = cash, no provision
Defined Benefit: costs cash, BS provision for difference between costs and cash

Defined Benefit — Projected Unit Defined Benefit — Balance Sheet
Credit Method Net pension asset / liability
Valuation of obligations and costs Funded status
based on projected benefits Unrecognised gains/losses
Main assumptions Actuarial gains/losses due to
Discount rate (based on iBoxx Difference between expected
Corporate Bonds) and realised outcome
Expected return on plan assets Assumptions annually
(based on strategic asset mix) updated
Expected price inflation Unrecognised due to application of

Expected mortality rates corridor approach
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IAS pension costs

Service Cost: increase over the year in defined benefit obligation due to
participants entitled to one more year of benefits

Interest Cost: increase in plan liability over accounting period due to interest
(time value of money; based on IBoxx Corporate Bonds curve)

Expected return on assets: increase in plan assets over accounting period
based on expected return on assets

Amortisation of any unrecognised gains or losses: part of unrecognised
gains/losses that exceeds 10% of the greater of plan liability or value of plan
assets divided by expected average remaining working lives of participants

+/-

Curtailments / settlements l
IAS 19 - pension costs l
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Historic developments main assumptions

Discount rate (%) based on

yield curve published by iBoxx Consumer price index (%)

5
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16.8%
12.7%
Expected 8.5%
. 2.4%
[ I
14.2% Male Female

\ Return on plan assets \ Expected remaining years at 65
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Disclosure Annual Report 2010

&

Net pension asset 922 million
Net unrecognised losses 1,080 million
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IAS 19 revised

IAS 19 revised mandatory per 1 January
2013 (subject to endorsement by EU)

Main changes

All actuarial gains/losses recognised in
other comprehensive income (OCI)

Expected return on plan assets equal to
discount rate

Risk sharing elements included in
determination of obligation (ie employee
contribution, liability ceiling) O

At first adoption of IAS 19 revised

All cumulative unrecognised gains/losses D)
booked against equity (after tax) via /
retained earnings -
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Main pension plans and transitional arrangements @
=

Main pension plans PostNL Financing & payments
All employees under CLA and Monthly contribution to pension fund
employees under PLA as of Benefit payments from pension fund to
1 January 2007 retirees

All employees under PLA before
1 January 2007 (closed group)

Transitional arrangements PostNL
(conditional benefits)

Early retirement benefits Company BS provision

Soft pension Early retirement benefits:

monthly payment directly to (former)
employees (till 2017)

Soft pension:

per employee lump sum payment to
pension fund at start of benefit payments
(ultimately end of 2021)

Other plans
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Expected cash and expenses 2011

Change in
millions Expenses*  pension
liabilities
Dutch main pension plans 151 22
Dutch transitional arrangements 106 90
Other plans 8 8
Total 265 120 145

* Indication 9 May 2011, excluding impact of agreement with Express at demerger

Indicative expected cash flow reduction

Main pensions

Decreasing (excluding recovery
payments)

Transitional arrangements

Decreasing with exceptional peak
expected in 2020

2011 2015 2022
188



Main parameters of pension contributions

Interest rate, based on interest rate structure published by DNB: pension
contributions based on interest rate per ultimo previous year

Actual interest rate level determines actual annual contributions
Expected development of interest rate determines projection of expected

contributions

High-level guideline: interest rate 100 bps decrease  pension contributions
increase 20 — 25%

Mortality rates
Number of employees
Age of the employees
Salary

Part time percentage

19

Interest rate (%) based on yield curve published by DNB
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Overview of allocation of accounting expenses
and cash contributions

Dutch main pension plans

Dutch transitional arrangements
Other plans

Mail in NL
Parcels
International
Mail other (HO)

Expenses

(A)
based on actual
cash contributions

for ‘own’ employees

Correction for

Cash contributions

pension premiums
paid for ‘own’
employees

Expenses

based on IAS 19,
upfront estimate for
the period

Cash contributions

premiums and/or

benefits paid for/to
‘own’/former
employees

Mail other difference between
(A) and (B)
(B)
based on IAS19, pension premiums based on IAS 19, premiums and/or
PostNL upfront estimate for paid for all upfront estimate for | benefits paid for/to
the period employees the period all/former

20

employees



Overview of allocation of accounting expenses
and cash contributions

Dutch main pension plans

post)
=

Dutch transitional arrangements

Other plans
Expenses Cash contributions Expenses Cash contributions
Mail in NL (A)
Parcels . . . .
: 151 million 151 million 98 million 114 million
International
Mail other (HO)
............................................................ Corection
Mail other (A) and (B)
(129) million
(B)
PostNL 151 million 98 million 114 million

Change in

Operating income based on
expenses

Cash operating income based

on cash contributions
21

millions Cash Expenses pension

liabilities

Dutch main pension plans
Dutch transitional arrangements 106 90
Other plans 8 8
Total




Summary: straight and simple

Cash

Opportunities
Interest rate

In-principle agreement on
pension reforms

Discussions with unions

Risks
Interest rate
Mortality
Recovery payments
Development of headcount

Main driver

Interest rate 100 bps decrease
pension contributions
increase 20 — 25%
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Balance Sheet & Expenses

Opportunities / risks
IAS19 revised: equity
Discount rate
Mortality

Main drivers

Discount rate (based on iBoxx
Corporate Bonds)

Expected / actual return on plan
assets (based on strategic
asset mix)







