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OYRINA Y90 ,NIDAN nEipn Y3 YER3 RIS Gow Yw Anaaa ,%3 Tmane YMaa mivne
noYak Ava Yaav ("% TOO Yw napny 3.T% 3" Myvw) 1.4,70 3% oravp 1aw
(vyrvrwe makbora Y913) naviexa vrngbora 7@ nk niedb 20 Bra3 miotah Baddw

932 pPooo DYPINA OYKIN3 YYraEy @I MY 400-% 3177 Y7 tow Yya ara ok pI

"% 300 Sw Yo

TTOATIST TA35 OIpw 19T amircar "y TOO Yo qow Yya noian abrew nigtan an
Ysapa naz 36 0 paipa Yram viavwa ankY 32 Yraz miprab 0331 K10 oK MIKSDIAY
2@ Sp3 M3y naw 49-1 "% 1,00C Y3 aow Yya may aaw 43 ,9"% 700 Yo now bl

+AN1Y K Y'H 1,500 Y
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YMRILPE AXD YT NIYGR AT NMYT BY nAYYRND OYOTIPN @Y naw-nbtnn A"IniTn naayh

117 73% araten P99 ATYRA WWE

, 733800 7owaz 2,25 Yo ke 0130% Mo YoY naIyen acioan avpn nYuan (1
miYaana) wI** ar onve nvoan 1969 vHviva wwe pIny x 167 % yow TIya
Yo *Yo'opon oNA AYA MA¥aW AT WEA3 ,M131Y YwKa .Tonpa o2 (mworryon
n3Z31 1954/55 nawa 17a% g oyp orpnaT 37 ,1.6-=3 yitdon 30% napnn
790 Yo nYYAR NYYY 3pY NA3%3 ATYR3 [EP ONYA MYM BYawa Anva .1960/61
s 72 *TYY A¥TAN 0Y9370 LJOPRR NREPN YO MI3TISD nisipna anhs anvhe
a'a 1965 0B 1¥TI000 3TN 1D N2IDI 4K AWPHY ANYA NIBYYIOD 0V I
130 — YUY 430 n31a3 1YYIR ANERI AN Tiya "% 480 yzwwon oW
avpnny ™Y 584 paiozsa own nva 1968 paoa ,ysioon vwens (1) 88%
+(9455) "% 550

tNIBY3N *ET YMPYP 10 9a73) 1.4.T70-0 Yna 4,589 niovan Y27 Mpw nxbya (2
+(69/70 = 60/61 mraws 3 T 59/60 niwa 2.9% ,58/9 - 54/5 vram 2.5%

132 T3%3 Map1ax m1vIan ©Y1iY2 1M MIsadnan X3 Y'3a aviyzaw avawa (3
gnYa RIK3IWPA B2 1377 AT o a0 kY abr navIan JnIR3AYPY nwrEaan
Ynia ny ,1957 nawa 18% no1yy 1970 nawa yxioen mowan 12.3%) ."00n ne?
LsmikYn mawran pan ppna ny 1953 nawa 20% o aYpeYy ,nIpTa nikaxvp pivena

RITE AT 710 IR LEYS YIRIDFR 7ITERY YA GO0 qIFTW 2 ,NET LY
sR33n vnobzp mio%az  sine qua nom Wan V3% YI031%1Y nagYaz YRaa

AL N-ELH

AazA N9y YTIEYT %32Y NIBTIOD NINIA3 W OYIIWYAAT I3TAY VIR T8 9103Y

LN1370 DIKZIN NIYIPND 1'A NIINK NININAE L7338 L0%TTADY
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Table No. 1 .90 mb

Estimnted Development of OASI Branch
until 31, 3. 1991 (in IL millions)
according to Alternative A

NPT MITMBNT [T
("% s3y%apa) 31.3.1981
K TManmavir mb

(9) (8) (7 {6) {5) (4) (@) {2) (6]
[ - fpl==B =Rl -1k ] meian a'e mb*a BT n"'e nWwEIm nmigaan mpazn measn
73717 MIPA M0 MIKEW mne MK MR Ao nTnE mes e 0
Assets Asseots at Tntullﬁme cm‘?:::m“ Total Total Other Income from Vel
Reserve end of year Expenditure Expenditure Expenditure Income Incomes  Contributions
1.78 B4 126 44 110 236 82 154 66/T
1.66 903 100 23 133 233 T8 155 67/8
1.59 1,034 131 50 146 277 81 196 68/9
1.58 1,186 152 5 179 an 17 214 69/70
1.70 1,420 234 97 220 454 137 ny T0/1
1.82 1,670 250 91 252 502 159 343 /2
1.94 1,946 276 92 278 554 184 370 72/3
2. 06 2,251 105 a4 304 609 210 199 73/4
2.17 2,586 335 96 333 668 239 429 14/5
2,29 2,955 369 97 364 733 271 462 T5l6
2.42 3,360 405 99 397 801 306 495 76T
2,54 3,808 448 104 429 BTT 344 533 /8
2,68 4,304 496 110 463 960 38T 573 789
2.82 4,852 548 115 499 1,047 433 614 79/
2.99 5,461 608 124 536 1,144 485 659 801
3.16 6,136 675 133 573 1,248 542 706 81/
3.34 6,889 754 148 609 1,363 6035 758 B2/3
3. 54 7.7TH 842 166 646 1,488 676 812 83/4
.74 8,672 941 187 686 1,627 754 873 B4y
3. 96 9,722 1,050 208 729 1,779 842 937 85/6
4.18 10,894 1172 233 772 1,944 939 1,005 88/T
4,42 12,201 1,307 260 818 2,126 1,048 1,078 87/8
4,68 13,659 1,458 290 868 2,326 1,168 1,158 88/9
4,96 15,282 1,624 122 920 2,554 1,302 1,242 89/90
5. 26 17,094 1,811 360 973 2,784 1,450 1,334 901
Note: The Assets of the OASI Branch on 31.3.66 o1'h Mapn oo Y. aATa

31.3. 1966 amounted to IL. 687 millions.

« TS 1179 BBT N




Table No.

Estimated Development of OASI Branch
until 31,3, 1981 (in 1L millions)

2.om mb

YN NTMENT T
("% sapvbema) 31.3.1991 9y

socording to Alternative B 3 mavnnebx ud
{9) (&) {7) {6) {5) {4} (3 ¥
&:J_ g*e22 npaan Ao me*a *87 n"o MK kl-FEh e hl-F=h neIEn
nam mwn w3 nKIT NIne XX nne a"p nAane mY T
Assets Assela at Tmll:::nmlr Cm:'::ﬂnm Total Totnl Other Income [rom
Reserve end of year Expenditure E e Expenditure Income Incomes Contributicas
1.78 814 126 a4 110 236 B2 154
1. 66 903 100 23 133 23 T8 155
1.56 1,034 B 50 146 2T 81 196
1.53 1,186 152 35 179 I 117 214
1. 61 1,420 234 97 220 454 137 M7
1.68 1,660 240 81 262 502 159 343
1.74 1,919 259 T6 294 532 182 370
1.719 2,196 278 T 328 506 207 199
1.84 2,493 297 63 166 662 233 429
1. 87 2,808 315 54 408 T23 261 462
1.90 1,142 134 43 452 786 29 493
1.93 3,500 157 34 499 856 b F5 ) 533
1.96 3,881 381 24 540 930 35T 573
1.99 4,286 40% 12 602 1,007 393 614
2.02 4,718 432 0 659 1,091 432 655
2.05 5,178 461 (-n2 718 1,179 4T 706
2.08 5,675 496 (<120 778 1,274 516 758 L
2.10 6,210 536 (=129 B41 1,377 565 812 :
2.12 6,789 579 {-)36 904 1,488 615 873
2.15 7,412 623 (<)48 983 1,608 671 937
17 8,084 672 (-)58 1,063 1,735 T30 1,005
2.19 8,809 725 (-)70 1,148 1,873 795 1,078
2.2 9,590 781 (-)az 1,240 2,022 B4 1,158
2.2 10,430 8B40 (-yo8 1,341 2,180 938 1,242
2.2% 11,337 907 (=11 1,444 2,352 1.018 1,334

Note: The Assels of the OASI Branch on
31.3. 1968 amounted to [L. 687 millions.

31, 3. 66 o> 390 023 1 4
AT s GBT e




Table No. 3

Estimated Development of OASI Branch
until 31,3, 1991 (in 1L millions)
accroding to Alternative C

e

som mb

RN Mmana I
("% mvvhama) 31.3.1991 T
1 manerwhx wh

i) (&) (7) (8) (3) (4 () (2)
_I:I_“E 2033 mgian-ang naa "B "o mKEn neaan nigaan meaan _
nanr nawn mea NIRTIN NINo NIKEIN AN e DN Ay *BTa
Assels Assets at Tntnll:::m& Cunt:l':;l::;tlm Total Total Other Income from
Reserve  end of year Expenditure Expenditure Expenditure Income Incomes Contributions

1.78 814 126 44 110 236 B2 154

1. 66 903 100 23 133 233 78 155
1.38 1,034 13 50 146 277 81 196
1.22 1,186 152 a5 179 51 17 214
1.19 1,420 234 97 220 454 137 nT
1.18 1,566 145 {-)10 353 498 155 343
.15 1. 70 144 (=)26 396 540 170 aTo
1.12 1,850 141 (=143 442 583 184 399
1.08 1,985 134 (=)64 493 628 199 429

1. 04 2,109 124 (-188 550 674 212 462
1.00 2,220 10 (=h14 610 720 225 495
Q.95 2,317 98 {=)140 673 770 237 533

0. 90 2,399 81 {=)167 T40 B21 248 573

0. 85 2,459 60 (-)198 B12 872 258 614

0. 79 2,496 38 (-J229 888 926 267 659

0. 74 2,508 11 (-)262 968 979 273 TOR

0. 68 2,494 {-)13 (-}292 1,049 1,036 278 758

0. 62 2,454 {~)a0 (<)322 1,134 1,094 282 B12

0. 55 2,383 (=171 (-)353 1,226 1,156 283 873

0. 49 2,274 {-109 {-)391 1,328 1,219 282 937

0. 42 2,123 (=y151 {<)a29 1,434 1,283 278 1,003
0.35 1,924 {-n9a (-)aT0 1,548 1,349 271 1,078

0. 28 1,670 {-)254 (=514 1,672 1,418 260 1,158

0. 21 1,349 {=)320 {=)565 1,808 1,487 245 1,242

0. 14 960 (~)389 (-¥614 1,947 1,558 224 1,334

Note: The Assets of the OASI Branch on 31, 3. 66 o5 qan w3 T

31.3, 1966 amounted to IL, 687 millions.

« 0TS 1vhe 6BT nM
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I Table No. 4 .02 mY
Estimated Development of OASI Branch [T MMMBNN 11N
until 81.3.1981 (in IL millions) ("% svhema) 31.3.1591 W
nocording to Alternative D 7 nawex b
{9 (8) {7 {6) (5 4 1) 2
g'e g'e: meoian a"o me s 8T a"s nmEmn nioaan meran mzaan
naam mawh jea MIKEY nne MKET Nne n"g AR mea a1e
Assels Assets at Tutill:::umn Cuntrli::a:lnul Total Total Other Income [rom
Reserve  end of year Expenditure Expenditure Expenditure Income [ncomes  Contributions
1.78 814 126 a4 110 236 B2 154
1. 66 903 100 23 133 233 T8 135
1.40 1,034 1M 50 146 277 81 196
1.26 1,186 152 35 179 3 17 214
1.25 1,420 234 97 220 454 137 n7
1.25 1,578 158 3 340 498 153 143
1.25 1,741 163 {-)o 379 542 172 ato
1.24 1,909 168 (=) 20 419 587 188 399
1.24 2,079 170 (=) 34 464 634 205 429
1.22 2,252 173 (=) 49 511 683 22 462
1.21 2,426 174 (=) 66 561 T34 239 493
1.20 2,604 178 {-) 719 612 790 257 532
1.19 2,787 183 {~) 93 666 B49 2Te 573
1.18 2,974 188 {-)108 ™ 909 295 614
1.17 3,167 193 (-n22 781 974 315 539
1.16 3,368 201 (-)134 840 1,042 336 706
1,16 3,581 213 (=Y144 902 1,115 57 758
1.15 3,813 an {=)150 962 1,194 182 B2
1.15 4,062 250 (-15T 1,030 1,280 407 873
1.15 4,333 270 (-)164 1,101 1,371 434 93T
1.15 4,626 293 (-n70 1,175 1,469 464 1,005
1,186 4,947 n {-)75 1,253 1,574 496 1,078
1.16 5,300 353 {=)179 1,337 1,689 51 1,158
1.7 5,683 386 (-)184 1,426 1,812 570 1,242
1.19 6,113 428 (=183 1,97 1,945 611 1,34
Note: The Assets of the OASI Branch on 31, X 66 o1y mayn 0 T 0

41.3, 1966 amounted to IL. 687 millions, « BTy 7yn 6BT A
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Table No, 5 .om mb

Estimated OASI Branch Expenditure MIDI3NM TITINKI [V MKY
as Percentage of Contributors' Taxable Income mMUT3 MW NN DN

Ceiling (IL per month) 1,500 [ win’% **%3) napnn

{10} () (#) {7) (6) (5) {4) (3} (2}

o o (f-2) menan w1 v (7% w173 ) qawn nwEn B NBIIBT DIBIN
natpnhRY oxnna maw narpnTRn ah (Y )
Contribution Rate (%) OASI Branch Expenditure Taxable Income

required anmaally {In IL millions) of Contributors
according to alternative according to alternative (in IL millions)
E 3 a K | 1 | K
2.6 2.6 2.6 2.6 10 110 110 110 4,154
3.2 32 i ] 22 133 133 133 133 4,200
2.8 2.8 2.8 2.8 146 146 146 146 5,289
4 3.1 %1 3.1 179 179 179 179 5,770
3.1 3.1 31 331 220 220 220 220 T.047
i 4.6 3.4 3.3 340 353 262 252 T.613
4.6 4.8 3.6 3.4 379 396 294 . 8,234
4.7 5.0 T 3.4 410 442 328 304 8,876
4.9 5.2 3.8 3.5 464 493 366 333 9,548
5.0 5.4 4.0 3.5 511 550 408 364 10,260
5 50 4,1 3.6 561 610 452 397 11,014
5.2 o P ¢ 4.2 3.6 612 673 499 429 11,837
e 5.8 4,3 3.6 666 T40 549 463 12,720
p 1 6.0 4.4 b M 721 a1z 602 499 13,640
| 6. 1 4.5 3.7 T81 HES 659 336 14,635
3.4 6.2 4.6 Fa T B40 968 T8 573 15,693
3.4 6.2 4.6 3.5 o902 1,049 78 609 16,848
1 6.2 4.6 s 962 1,134 LER 646 18,250
5.3 6.3 4.7 3.5 1,030 1,226 209 586 19,390
%3 G. 4 4.7 i T 112 1,328 985 729 20,816
5.3 6. 4 4.8 e 1,175 1.434 1,063 T2 22,341
5.2 6.5 4.8 3.4 1,253 1,548 1,148 818 23,967
3.2 6. 5 4.8 3.4 1,337 1,672 1,240 868 25,724
5.2 6. 5 4.9 2 1,426 1,808 1,34 920 27.618

5.1 6.6 4.9 3.3 1,517 1,947 1,444 973 29,639
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Table No. &8 .onmb

Estimated OAS] Branch Expenditure T0ISTM DMINKD Q¥ Msm
a8 Percentage of Contributors' Taxable Income AT M3 MATIEN BYmeann

Ceiling {IL per month) 1,000 (wmwn% *"%a) mapnon

(10) (2) (8) (7) (6) {5) (4) (3) (2) (1)
v e (B=2) movan st e (*"% *nhma) qayn nwEn g nEIann MDb3an
T3tmINeYRY DKnna Aaw navEaEhRT ey [ vaphsaa) nawn
Contribution Rate () OASI Branch Expenditure Taxable Income
required annually (in 1L millions) of Contributors o'
according to alternative according to alternative {in IL. millions)
b 1 | K | | a K
2.6 2.6 2.6 2.6 110 110 110 110 4,154 6677
3.2 2.2 3.2 3.2 133 133 133 133 4,200 67/8
2.8 2.8 2.8 2.8 146 146 146 146 5,289 68/9
3.1 3.1 AL 3.1 179 179 179 179 5,770 69/70
i 3.5 3.5 3.5 220 220 220 220 6,246 10
5.0 5.2 3.9 %P 340 353 262 252 6,741 T1/2
5.2 5.4 4,0 3.8 IT9 396 294 278 T.285 12/
5.3 5.6 4.2 3.9 419 442 328 304 7855 T3/
5.5 5.8 4.3 1.9 464 493 166 333 8,450 747548
5.6 B 1 4.5 4.0 511 550 408 164 5,079 75/61 %
5.8 6.3 4.6 4, 1 561 610 452 397 9,756 76/T
5.8 6.4 4.8 41 612 673 499 429 10,484 T
5.9 6.6 4.9 4.1 H66 T40 549 46 11,257 78fe
i, 0 6. T 5.0 4,1 721 812 602 449 12,077 79,80
., 0 6.9 5.1 4.1 T81 HEA 659 536 12,957 s0/1
i, O 7.0 5.2 4.1 840 G368 718 573 13,898 B1/2
6.0 7.0 A 4.1 902 1,049 778 £00 14,910 82/3
6.0 7.0 5,2 4.0 962 1,134 841 646 16,164 83/4
6.0 Tl 5.3 4.0 1,030 1,226 a0y 686 17,173 B4/5
6.0 7.2 5.3 4.0 1,707 1,328 985 729 18,433 85/6
5.9 7.2 5. 4 3.9 1,175 1,434 1,063 772 19,784 867
5.9 7.3 5.4 2.9 1,253 1,548 1,148 818 21,223 87/8
5.9 7.3 5. 4 3.8 1,337 1,672 1,240 1) 22,779 89
5.8 7.4 5.5 3.8 1,426 1,808 ' 1,341 920 24,458 8900

5.8 T.4 5.5 3.7 1,917 1,947 1,444 973 26,246 801




Estimated QASI Branch Expenditure

=25 =

Tabe No. 7

as Percentage of Contributors’ Taxable Income

{10}

(9}

(8)

Ceiling (IL per month) 700

(7)

(6)

{5)

.om mb

MRISAA OINKI NIV MK
mu"a "2 Mannn oneann

{wTiny %3} napnn

(4)

(3)

(2)

{1}

3 waTa (%-2) mmman wr ww
nateae Y oRnna Taw

Contribution Rate ()

{(*"% 2371757ma) qava nkzm

nasgineen 'ab

OASI Branch Expenditure

g*nBYans p1eaan
(3% ayhama)
Taxasble Income

required annually {in IL millions) of Contributors e
according to alternative according to alternative (in IL millions) Year
| i | K b | 1 | K

2.6 2.6 2.6 2.6 110 110 110 110 4,154 85T
2,2 3.2 3.2 %2 133 133 133 133 4,200 67/8
2.8 2.8 2.8 2.8 146 146 146 146 5,289 68/
%1 A 3.1 3.1 179 179 179 179 5,770 6970
4.1 4.1 4,1 4.1 220 220 220 220 5,408 701
5.8 6.0 4.5 4.3 340 353 262 252 5,836 T1/2
6.0 6.3 4.7 4.4 379 396 294 278 6,307 72/3
b, 2 6.5 4.8 4.5 419 442 328 304 6, BOD T3/4
6.3 6.7 5.0 4.6 464 493 366 333 T.316 T4/5
fi. 5 7.0 5.2 4.6 511 350 408 364 7,860 735/
6.6 7.2 5.4 4.7 361 610 452 397 8,446 T6/7
6.7 7.4 5.5 4.7 612 673 499 429 9,076 71/8
6.8 7.6 5.6 4.8 666 T40 549 463 9,745 T8/9
f.9 7.8 5.8 4.8 T21 812 602 499 10,456 T9/80
7.0 7.9 5.9 4.8 T81 888 659 536 11,217 801
1.5 8.0 6.0 4.8 840 968 T8 513 12,023 81/2
7.0 8.1 6.0 4.7 gp2 1,049 778 609 12,909 B2/
6.9 8.1 6.0 4.6 962 1,134 841 646 13,904 83/4
6.9 8.2 b 1 4.6 1,030 1,226 909 686 14,866 84/5
6.9 8.3 6.2 4.6 1,108 1,328 985 729 15,958 85/6
6.9 8.4 6.2 4.5 1,175 1,434 1,083 772 17,128 86,7
6.8 8.4 6. 2 4.5 1,253 1,548 1,148 A18 18,374 87/8
6.8 8.5 6.3 4.4 1,337 1,672 1,240 868 19,720 88/9
6.7 8.5 6.3 4.3 1,426 1,B08 1,341 920 21,174 Bﬁfﬁﬁ
6.7 8. f B 4 4.3 1,517 1,947 1,444 973 22,722 90/1




- 27 -
Table No. 8 .om mY

ppna N %3 M3 M W (e ) PR YA, mYETan 1R L 5IVn 1001 TR

(19pn 12 BMINRa BYMYVEn oMY avhinn pomiigann arvnesn) 31.3.91 v 1.4.66

Estimale of OASI Branch Assels, Insurance Fund, Partial Deficit (or Surplus) and Rate
of Coverage at the end of each vear during the period 1,4, 1966 - 31.3, 1991, (Absolute

numbers in IL milllons, Rates in percentages of the Insurance Fund)

Alternative A

K manwruvK
(5) (4) (3) (2) (1)
*gran VW {:; *P’:_‘L‘f:: mpa 1P G031 e
Rate of Coverage P:?::rglf:cii}{-] Sl of
-E} x 100 @) - @) Fund Assets Year
T4 (-)292 1,106 814 66,7
76 (-)282 1,185 903 67/8
69 (=)456 1,490 1,034 68/9
68 (=)569 1,755 1,186 69,70
T4 (=)512 1,933 1,420 70/1
80 (-)426 2,097 1,670 T1/2
86 (-)326 2,273 1,946 72/3
91 (-)220 2,471 2,251 73/4
96 (-) 94 2,681 2,586 T4/5
102 (+) 45 2,910 2,955 75/6
107 (+) 221 3,128 3,360 76/7
114 (+) 466 3,342 3,808 T7/8
120 (+) 728 3,575 4,304 78/9
127 (+)1,042 3,811 4,852 79/80
134 (+)1,400 4,060 5,461 80/1
143 (+)1,843 4,293 6,136 81/2
153 (+)2,374 4,516 6.889 82/3
163 (+)2,978 4,753 7,731 83/4
173 (+)3,658 5,014 8,672 84/5
183 (+)4,409 5,313 9,722 85/6
194 (+)5,263 5,631 10,894 86/7
206 (46,293 5,908 12,201 87/8
219 (+)7,425 6,234 13,659 88/9
232 (+)8,699 6,584 15,282 89/90

247 (+)10,168 6,926 17,094 90,91




Table No. 9.om mY

nwPnI mw b3 1103 MO MY (7N ) 'lP'?I'I'.'I 17T, MUIR 199 . AT 031 TI0IK
{19p7 12 B IAka B RYPn LY a1 Yraa BYEYIEaRn oraneen) 31, 3. 91 Y 1. 4. 66

Estimate of OASI Branch Assets, Insurance Fund, Partiul Deficit (or Surplus) and Rate
of Coverage at the end of each year during the period 1.4, 1966 - 31.3, 1991, (Absolute
numbers In IL millions, Rates in percentages of the Insurance Fund)

Alternative B 3 nmanerwbx
(5) (4) {3) 2) (1)
(=) *pn 19 m2
"oYIn YYD (+) a0 W no*s 1Ip o3 mw
- vl - S U
(3) @ -
T4 (=) 292 1,106 814 66/7
76 (=) 282 1,185 903 67/8
69 (~) 456 1,490 1,034 68/9
68 (=) 569 1,795 1,186 69,/70
74 (=) N2 1,933 1,420 T0/1
76 (=) 519 2,179 1,660 T1/2
80 (=) 489 2,408 1,919 72/3
82 (<) 472 2,668 2,196 T3/4
84 (<) 458 2,951 2,493 T4/5
86 (=) 457 3,266 2,808 75/6
88 (=) 436 3,579 3,142 76/7
90 (=) 398 3,898 3,500 77/8
91 (-) 3710 4,251 3,881 78/9
93 (=) 333 4,619 4,286 79/80
a4 (=) 299 5,017 4,718 80/1
96 (=) 229 5,407 5,178 81/2
98 (=) 124 5,798 5,675 82/3
100 (=) 11 6,221 6,210 83/4
102 (+) 99 6,691 6,789 84/5
103 (+) 185 7.228 T.412 85/6
104 (+) 317 T.767 8,084 86/T
106 (+) 458 8,351 8,809 87/8
107 (+) 606 8,984 9,590 88/9
108 (+) 758 9,672 10,430 89/90

109 (+) 965 10,372 11,337 90/1




Table No. 10 .om mY

mewpna M 93 Moa Mewa YW (MINA ) WM Py, menan 1P L 1Y 03 11K
(19pn 12 oYK BTIPYEN LMY unheng ovoYIDaRn ovpenn) 31.3.91 Y 1.4, 66

Estimate of OASI Branch Assets, Insurance Fund, Partial Defieit (or Surplus) and Rate
of Coverage at the end of each year during the period 1.4, 1966 - 31.3. 1981, (Absolute
numbers in 1L milllons, Rates in percentages of the Insurance Fund)

Alternative C 1 marerubx
(5) (4) (3) (2) (1)
(=) *pon 1912
g 30 MY (+) 1INt IR mp*3 1 ove3) o
mu{;}t j.:m p::t:.-::uim::}{ , “':.'l':“ Assets Year
@) ) - @)
T4 (=) 292 1,106 814 66/T
76 (-) 282 1,185 903 67/8
69 (=) 456 1,490 1,034 68,9
68 (=) 569 1,755 1,186 69/70
T4 (=) 512 1,933 1,420 T0/1
53 (=) 1,400 2,966 1,366 Ti/2
52 (=) 1,568 3,277 1,710 T2/3
51 (<) 1,782 3,632 1,850 73/4
49 (<) 2,032 4,017 1,985 T4/5
48 (<) 2,336 4,445 2,109 45/6
46 (-) 2,652 4,8T1 2,220 76/T
44 (-) 2,988 5,305 2,317 T7/8
42 (=) 3,387 5,786 2,399 T8/9
39 (<) 3,828 6,287 2,459 79/80
5 1 § (=) 4,332 6,829 2,496 80/1
34 (-) 4,852 7,360 2,508 81/2
32 (=) 5,398 7,892 2,494 82/3
29 (-) 6,014 8,468 2,454 83/4
26 () 6,724 9,107 2,383 84/5
23 (=) 7,564 9,838 2,274 85/6
20 (-) 8,449 10,572 2,123 86,1
17 (-) 9,443 11,367 1,924 87/8
14 (-) 10,558 12,228 1,670 88/9
10 (-) 11,815 13,164 1,349 89,/90

T (=) 13,157 14,117 060 90/1
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Table No. 11 .onmY

nppna mw %2 w3 Mean YW (TN K P Pwman , mMenan 1, 0aYn 100 Ik
(19pn 10 MINK2 YNPIER "D UPYHRA EVYEIMIBIRT 0MBEDN) 31.3.91 W 1.4, 66

Estimate of OAS] Branch Assets, Insurance Fund, Partial Deficit (or Surplus) and Rute
of Coverage at the end of each year during the period 1. 4. 1966 - 31.3, 1991, (Absolute
numbers in IL milllons, Rates in percentages of the Insurance Fund)

Alternative D T manrwbx
(5) (4) () (2) (1)
noYaIn Ivwe E:; ‘P":_‘L?:: mo*a 1p g¥woa2 mw
Py g el S e L .
(#) (2) - @)
T4 (=) 292 1,106 814 66/T
76 (-) 282 1,185 903 67/8
69 (=) 456 1,490 1,034 68/9
68 (=) 569 1,755 1,186 69/70
T4 (<) 512 1,933 1,420 70/1
55 (=) 1,279 2,858 1,578 T1/2
56 (=) 1,392 3:133 1,741 72/3
56 (=) 1,529 3,438 1,909 T3/4
55 (-) 1,689 3,768 2,079 74/5
55 (=) 1,869 4,121 2,252 75/6
54 (=) 2,045 4,471 2,426 76/7
54 (=) 2,208 4,812 2,604 T7/8
54 (=) 2,406 5,193 2,787 78/9
53 (=) 2,593 5,567 2,974 79/80
53 (<) 2,816 5,983 3,167 80/1
53 (~) 2,993 6,361 3,368 81/2
53 (<) 3,172 6,754 3,581 82/3
53 (=) 3,333 To146 3,813 83/4
53 (=) 3,542 7,604 4,062 84/5
54 (=) 3,769 8,101 4,333 85/6
54 (-) 3,980 8,606 4,626 86/7
54 (=) 4,186 9,133 4,947 87/8
55 (=) 4,396 9,605 5,300 88/9
55 (=) 4,613 10,298 5,685 89,/90

56 (=) 4,780 10,893 6,113 90 /1
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However, it is clear that the OASI Branch has not yet reached full
actuarial equilibrium but this criterion which is necessary in the
case of voluntary insurance is not a sine qua non of a compulsory

state insurance based on the law.

Finally, it should be mentioned that the computations were made
on certain assumptions regarding the rates of wage and price in-
creases, Obviously, other results would have been obtained on

different assumptions. ’/ g ;_ﬁ
...f'. v VT eteeideel

Aharon Himmel
Actuary of the Institute




Summary

As compared with the previous Triennial Reporis a considerably
better picture of the actuarial situation is obtained from the present

report. The reasons for this are:

1) The raising of the ceiling of taxable income to an amount rep-
resenting 2, 25 times as much as the average wage whilst Article
167A of the Law, which was passed in July 1969, ensures that this
ratio will be maintained (within certain limitations) in the future too.
In this connection it is worth recalling that in the past the maximum
ratio of the ceiling to average wages was approximately 1,6 -- some-
thing that has happened only twice: in 1954/55 and in 1960/61. In
the other years the ratio was considerably lower due to the rapid in-
crease of wages, which was accompanied by prolonged periods of
"frozen" ceilings. Matters reached a point at which in certain years

the ceiling was even lower than the average wage: in March 1965 the
average wage was I1L, 480 whilst the ceiling remained IL., 420

i.e. 88% (!) of the average wage; in March 1968 the average was
IL. 584 whilst the ceiling remained IL. 550 (94%).

(2) The increase of the contribution rate to 4. 5% from April 1st,
1970. (The past rates were: 2.5% in 1954/55 - 1958/59; 2.9% in
1959/60; 3.7% In 1960/61 - 1969/70).

(3)  The fact that the measures taken with regard to incomes

were accompanied by only modest increases with regard to expendi-
tures on pensions. These increases did not prevent a fall in the
value of pensions in relationship to the wage level(to 12, 3% of the
average wage in 1970 as compared with 18% in 1957 when the pay-
ment of old-age pensions was begun and over 20% in 1953 when the
National Insurance Law was passed).




The above table reveals that, assuming a fixed wage during the
entire period of insurance, in the conditions prevailing before
April 1st, 1970 (ceiling: IL. 700; contribution rate 3.7%) a person
who entered insurance at the age of 20 years could cover the value
of his expected benefits (including the benefits of his survivors)
only if he had a monthly wage of approximately 1L, 400 whereas
under the new conditions a wage of 1L, 300 is sufficient.

The contributions paid by an insured person earning IL. T00 or
more were equivalent to his rights to benefits if he became insured
at the age of 32; following the change, the decisive age is 36 for
someone with a wage of IL. 700, 43 for someone with a wage of
IL. 1,000 and 49 for someone with a wage of IL. 1, 500 or more.



Another Aspect of the Raising of the Ceiling and Contribution Rate

——— e e T T s i

The influence of the above steps may be assessed from another
point of view: In the past we made some estimates on the compari-
son of the expected value of a single insured person's benefits (his,
as well as his survivors') with the expected value of his contribu-
tions, according to his age of entrance. Following the recent changes
in the contribution rate and the ceiling, up-to-date computations were
made of the extent of balance between contributions and benefits to
insured persons with a defined income according to their age of en-

trance.

The following table contains a comparison between the present
and the former ceiling and contribution rate, with regard to the age
of entry (for a male) at which the expected value of his contributions
is equivalent to the expected value of his benefits {Old Age and Sur-

b e Are of entry at which expected value of contributions

Monthly = expected value of benefits
Wage, Ceilings 1L, 700 Ceiling: IL. 1,500

in IL. Contribution rate: 3.7% Contribution rate: 4. 5%
300 no equilibrium 20
400 21 25
500 25 25
600 28 33
T00 32 36
800 a2 a9
900 a2 41
1000 32 43
1100 a2 45
1200 32 46
1300 32 47
1400 32 48

1500 and over 32 49
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Nevertheless, it should be repeated that the actuarial situation in the
Old-Age and Survivors Branch is better that it ever was as a result of
the great rise in the ceiling (to IL. 1, 500) and in the contribution rate
(to 4.5%) on the one hand, and the relatively small improvement in the
level of benefits on the other,

In order to demonstrate the effect of the increase in the contribu-
tion rate from 3.7% to 4, 5% together with the raising of the ceiling
from IL. 700 to IL. 1,500 Table 13 presents a hypothetical balance
sheet which was drawn up on the assumption that the ceiling remained
1L, 700, and the contribution rate - 3.7%. According to this balance-
sheet the deficit for the actually insured population reaches IL. 3.6
milliard (as compared with IL. 2.7 milliard in Table 12) and the ade-
quate contribution rate reaches 9. 2% (as compared with 8,3%); the
surplus for the population of youngsters shrinks to 1L, 800 million
(as compared with IL. 1, 900 million in Table 12), and the adequate
contribution rate reaches 2,3% (instead of 1.8%). As regards the
total population we are left with a deficit of IL. 2.8 milliard (as
compared with IL. 0.8 milliard in Table 12) and an adequate contribution
rate of 6% (as compared with 5.1%). Thus, it is seen that the raising
of the ceiling and the contribution rate reduced the actuarial deficit
by IL. 2 milliard assuming that there was a "freeze", -- and in fact

by more, considering the prevailing circumstances. Moreover, the
raising of the ceiling reduced the required premium to a considerable
extent.
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persons and youngsters).

The results; With regard to persons actually insured there is an
actuarial deficit of IL, 2,7 milliard which can be entirely liquidated by
inereasing the contribution rate to 8. 3%.

With regard to youngsters only, there is an actuarial surplus of
IL. 1.9 milliard and in fact the adequate contribution rate for youngsters
is only 1.8%.

The balance sheet for the total population shows a relatively
small actuarial deficit == IL. 0.8 milliard -- which can be liquidated
by increasing the contribution rate to 5. 1%.

¥
These computations take, of course, into account the Treasury

allocation amounting to 10% of income from contributions.

It may thus be stated that the present rate of contribution (4, 5%)
plus the Treasury allocation and the OASI Branch's assets which have
accumulated up to now are not very much less than the adequate pre-
mium, something which is unprecedented in the Full Actuarial Balance
Sheets drawn up in the past,

It should be remembered, of course, that the balance sheet takes
into account a theoretical situation of a total "freezing' of the pension
ceiling, wages and prices. The above statement is also correct for a
situation in whichthe price index changes and pensions (as well as
wages) are linked to it since the Institute's investments are also
linked to the index. This is not the case in a situation of rising real
wages and adjustment of pensions to changes in wages since, despite
the automatic linking of contributions to wage changes, the invested
surpluses do not increase in the same proportion since they are link-
ed to the price index which generally lags behind the wages index.
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the end of 1990/91 (Assets of less than L. 1 milliard are available to
cover the Insurance Fund of 1L. 14.1 milliard and the Partial Deficit
amounts to 1L. 13. 2 milliard).

The development in Alternative D (Table 11) is charactorized by a
certain degree of realtive stability in the Coverage Rate; In other words,
the Assets and Insurance Fund increase annually at similar rates and the
Coverage Rate - following a drastic decline at the end of 1971/72 (from
74% to 55%) with increase of pensions to 18% -- remains approximately
at the same level until the end of the forecasted period (after a slight
decline to 53% in the early 1980's it rised to 567, at the end of 1990/91),
In other words, the Partial Deficit rises in absolute terms from year to
year but remains more or less stable as a percentage of the Insurance
Fund.

Technical Balance Sheet and Adequate Contributions (Tables 12 - 13)

T T . - .

The balance-sheet was orginally drawn up under the following as-
sumptions: The unit-pension (without dependents' allowances), after its
rise from IL. 55.45 to 11, 65,45 on 1.10. 1966, will remuin at this level;
the ceiling, after its raising on 1.4. 1968 from IL. 550 to IL. 700, will
also remain at the same level; the average wage will remain as it is,
and the rate of contribution will also be preserved at the level of 3. 7%.

This original version of the balance-sheet was subsequently altered
in view of the additional changes thal occurred in the unit pension, the
ceiling and the contribution rate, and the balance sheel presented in
Table 12, though referring to 31, 3. 1966, also takes into account the addi-
tional changes, namely, the raising of the ceiling to IL. 1500 and the con-
tribution rate to 4.5% on :1.4.1970, and the increase of unit-pensions to
IL. 68.05 on 1.7. 1967, to IL. 79.35 on 1.8. 1969 and to 1L. B2.55 on
1.4.1970.

The balance sheet has been drawn up for the actual population of
persons actually insured (including all beneficiaries); and, separately,
for the voung population which has not yet entered insurance and for the
total population which existed in March, 1966 (boith actually insured
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the "Full Deficit" (which appears in Tables 12 - 13*) which constitutes the
difference between the Branch's total assets, including the present capita-
lized value of future income and all the Branch's liabilities (including ex-
pectations of the above-mentioned benefits). Similarly, the Coverage

Rate in Column (5) is the ratio in percentages between the assets (not in-
cluding the value of future income) and the above-defined Insurance Fund.
This percentage shows to what extent the assets at the Branch's disposal
are sufficient to balance its liabilities, namely the capitalized value of the

current pensions.

Table 8 shows that according to Alternative A the Partial Defieit
gradually decreases until it turns into a surplus in 1975/76 when, for the
first time, the assets begin to exceed the Insurance Fund and the Coverage
Rate correspondingly exceeds 100% until assets reach 2,5 times the value
of the Insurance Fund at the end of the forecasted period. Table 9 shows
that also according to Alternative B (linking to average wages) a trend of
improvement is to be found in the Branch's actuarial situation (even though
at a slower rate). The Partial Deficit disappears after 1983/4 at the end
of which year the coverage is 100%. Towards the end of the period a
surplus begins to appear and the coverage reaches 109% (Assets amount
to IL. 11,3 milliard, the Insurance Fund is IL. 10.4 milliard and the
Surplus is in the range of IL. 1 milliard).

Table 10 (Alternative C), on the other hand, shows that in the case
of an increase in the pension to 18% of average wages, the Partial Deficit
grows during the whole period of the forecast and there is a parallel decline
in the Rate of Coverage from 74% at the end of 1970/71 to a mere 7% at

The deficit which appears in the balance sheet in Table 12 (and Table 13)
refers to a situation in which pensions and wages are constant; balance
sheets according to Alternative A-D have not been computed.
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Ape-Growp 1965 1970 1975 1980 1985 1950 1995 2000 FLLIL oo 2015 2020
064 6363 70310 T66.1 K162 B96.7 9752 10743 1,1796 12799 13683 14288 14813
65+ 76.8 2.2 1157 199 1314 140.3 1389 1392 142.0 152.5 1853 2163
65+)

(20 - 64)

0121 0133 015 0.157 0147 0144 0129 0118 0111 0111 0130 0.146

25.

The Table reveals that in the early 1980's a trend of decline in the ratio
of the population of 65 and over (which is mainly the pension receiving
population) to the population aged 20-64 (which contains the contributors)
is likely to appear and that the trend will continue until 2005. After a
short period of relative stability a trend of increase will reappear after
2010.

e e o

These Tables show the items that are likely to appear in the annual
balance sheets according to the assumptions made in the four Alternatives
regarding the level of the benefit and the nature of the linking. The
"Insurance Fund" in Column (3) is the capitalized value of future benefits
payable to insured persons or their survivors who are actual recipients

of pensions at the end of the year. It is thus evident that the Insurance
Fund does not include the expectations of benefits of insured persons

who have not retired by the end of the year and certainly not of youngsters
who have not become insured. This also explains the meaning of the term
"Partial Deficit" in Column (4) which constitutes the difference between
the Branch's assets in Column (2) and the Insurance Fund, as opposed to
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level and seniority increment are preserved, the cost difference — which is
quite considerable at the beginning (3.4% in 1971/72 in Alternative B as com-
pared with 4. 5% in Alternative D) gradually declines until it reaches 0. 2% in

1990/91 (4.9% in B as compared with 5.1% in D). It may be reasonably as-
sumed that this trend is likely to continue after 1990/91 too and the required
contribution rate in D will finally be lower than that in B.

This is likely to influence the consideration whether it is worthwhile
raising the level of the pension immediately for all beneficiaries at the price
of abolishing the seniority increments which are paid to part of the benefici-

aries and are in no way based on any social criterion.

A study of the series of numbers in Columns (7) - (10) of Tables 5-7
above reveals a pheonomenon which is surprising at first glance and calls for
an explanation. It appears that the required annual contribution rates follow-
ing a period of consistent and continuous increase cease to rise and even
show signs of a fall towards the end of the period, especially if the data of
Alternatives A and D are considered. The reason is to be found in the age
composition of the insured population and youngsters who have not yet entered
insurance. I may be estimated that the trend of decline in the required con-
tribution rate is likely to continue for a number of years after 1990/91 and
change its direction in the more distant future. Some idea of these trends
may be gained from the following table which shows the development of the
male population in Israel (in thousands) and the ratio of the over-65 years
age group to the 20-64 years age group in selected years until 2020, The
data in the Table were taken partly (until 1985) from the projection published
by the Central Bureau of Statistics and partly (until 2020) from our own crude

estimates.
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A comparison of the required annual contribution rates in the four Alter-
natives is also instructive. A comparison of Columns (7) and (8) in Table 5
reveals the growing difference in the required contribution rate caused by the
conversion of the pension's linking to the Consumer Price Index to its linking 1
to the wage level (under the assumptions that were made with regard to changes
in prices and wages).

In 1971/72 the required rate for linking to wages (Alternative B) is 3.4% |
as compared with 3. 3% for linking to the Consumer Price Index (Alternative
A), the difference thus being 0.1%. This difference continuously widens until
it reaches 1.6% in 1990/91 (3.3% in A as compared with 4.9% in B).

243. Another instructive comparison is that of the required rate at the present
pension level according to Column (8) with the required rate at a pension level
which is 18% of the wage according to Column (9) in Alternative C, pensions
being linked to wages in both Alternatives. The relative difference between
the required contribution rates in the two Alternatives is more or less con-
stant: throughout almost the entire period (commencing in 1971/72) the re-
quired annual rate in Alternative C is approximately 35% higher than that in
Alternative B.

244, The Weight of Seniority Increments

v ———

Finally, the comparison of Columns (9) and (10) shows the development
of the effect of seniority increments on the required contribution rate from a
negligible difference in 1971/72 (4.6% with seniority increments as compared
to 4, 5% without them) to 1.5% in 1990/91 (6.6% with seniority increments as
compared to 5. 1% without them).

A comparison of Columns (8) and (10) reveals that in the case of an in-
crease of the pension to 18% accompanied by a cancellation of the seniority
increment (Alternative D) as compared with Alternative B in which the pension

B Gt el i W ety i
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to cover expenditure in Alternative A rises from 3.3% in 1971/72 to 3.7% in
1979/80 - 1981/82 and then falls to 3.3% at the end of the forecasted period.
In Alternative B, the rate rises continuously from 3.4% in 1971/72 to 4.9%
in 1990/91; in Alternative C it rises from 4.6% to 6.6%; and in Alternative
D it rises from 4.5% in 1971/72 to 5.4% in 1981/82 - 1982/83 and then falls
to 5.1% in 1990/91.

Table 6 presents the above rates on the assumption that from 1970/71
the ceiling is IL. 1, 000 linked to the wage level. The required rates accord-
ing to the four Alternatives are naturally higher than the corresponding rates
in Table 5.

Table 7 presents the above rates on the assumption that the ceiling of
IL. 700 linked to the wage level remains valid until 1990/91. Under this as-
sumption the rates derived are obviously higher than those in Tables 5 and 6.
For purposes of compariscn the corresponding rates of all Alternatives in
1971/72, 1981/82 and 1990/91 are given below.

Contribution Rate Required in Alternative

Ceiling Year A B ¢ n
1, 500 71/72 3.3 3.4 4.6 4.5
81/82 3.7 4.6 6.2 5.4

90/91 3.8 4.9 6.6 6.1

1,000 T1/72 3.7 3.9 5.2 5.0
81/82 4.1 5.2 7.0 6.0

90/91 5.7 5.5 7.4 5.8

700 71/72 4.3 4.5 6.0 5.8
81/82 4.8 6.0 8.0 7.0

90/91 4,3 6.4 8.6 6.7

It may be observed from the above data that an increase of the ceiling
from IL. 700 to IL. 1, 500 will lead to a decrease of almost one quarter in
the required annual contribution rate.
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(without dependents) is the same as in Table 3 i. e. 18% of the average wage
with linking to changes in the wage level but without the seniority increments
paid at present in accordance with Article 18 of the Law, The Branch's situa-
tion is considerably better than in Alternative C and is not much worse than in
Alternative B. The difference between contributions and expenditure remains
positive during the whole period of the forecast and in absolute terms even in-
creases constantly though not necessarily in relationship to expenditure. As-
sets increase constantly in absolute terms. The ratio of assets to the desir-
able reserve declines until around 1981/82 and afterwards becomes stable at
a rate of 1.15 - 1, 16 whilst towards the end of the period an increase may be
discerned (1.19 in 1990/91). A comparison of Table 4 with Tables 2 and 3
demonstrates the effect of seniority increments in the long run and the possi-
bility of their conversion into additions to the pensions of all beneficiaries
{with or without seniority). Thus it can be seen that from an actuarial point
of view, in the present state of contribution, the pension can be raised to 18%
of the average wage and linked to changes in wage level whilst the Branch's
stability is maintained for at least the next twenty years if the payment of
seniority increments — whose weight, though still small, is constantly grow-
ing — are discontinued.

OAS! Branch Expenditure as a Percentage of Contributors' Taxable Income
Tables 5-7

———— T —— e ——

The purpose of these tables is to demonstrate the influence of changes in
the ceiling on the contribution rate annually required to cover expenditure,
without taking other incomes into account, acecording to the above-mentioned
Alternatives A, B, C and D.

Table 5 shows that under the present conditions i.e. with a ceiling of
IL. 1, 500 linked to the level of average wages, the contribution rate required




Table 2 shows that at the present modest level of the pension the latter
can be linked to the average wage without endangering the financial situation
of the OASI Branch in the foreseeable future.

Table 3 shows the Branch's development according to Alternative C in
which it was determined that commencing in 1971/72 the pension would be
raised in a single increase to 18% of the average wage (the ratio in April
1957 when old-age pensions began to be paid*) and that this ratio would be
maintained by linking to the average wage.

On the basis of this assumption the situation of the OASI Branch is quite
difficult: as early as 1971/ 72 expenditure will exceed income from contri-
butions and the negative balance will continue to grow until it reaches IL. 614
million in 1990/91, a sum which is almost one third of that year's expendi-
ture (IL. 1947 million). The difference between all the Branch's income and
its expenditure will become negative in 1982/83 and the annual deficit at the
end of 1990/ 91 will amount to IL. 389 million which constitutes approximate-
ly 20% of the Branch's expenditure in that year, The assets will reach their
highest point in 1981/82 and henceforth will begin to decline in absolute terms
but relative to the desirable reserve will decline during the whole of the fore-
casted period and will be less than the desirable reserve as early as 1976/77.
By the end of 1990/ 91 the assets will have declined to the sum of IL. 960 mil-
lion which is less than a half year's expenditure and they are expected to van-
ish before the end of 1992/93,

Table 4 reveals an interesting phenomenon. The development is accord-
ing to Alternative D in which the level of the pension paid to the individual

In fact, according to the situation prevailing at the time the Law was passed
(November, 1953), when the level of the basic pension was fixed, the orig-
inal rate was over 20% of the average wage.
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In the case of pensions, on the other hand, a gradual fall in value will
take place. Even though, according to the assumptions on which the fore-
cast is based, the pension will maintain its purchasing power, it is liable
to fall gradually in terms of average wages from 13. 3% in 1970/71* (a rate
which it reached as a result of a number of ad hoc increases after a decline
to 10, 6% in 1966/ 67) to 8.4% in 1990/91. Even though the present contri-
bution rate (4.5% of wages up to IL, 1, 500) is still less than what is re-
quired according to results of calculation of the mathematiecal premium in
conditions of full funding, it is not far from it and it is much more than
what is required in the period of the forecast according to the pay-as-you-
go approach (3.3% - 3.7%. See Table 5).

- It is clear that the present rate enables quite a considerable increase

in the level of the pension and/or better conditions of linking.

Table 2 shows the development according to Alternative B in which the
present pension/average wage ratio (13,3%) will be maintained. Obviously,
the actuarial situation of the Branch will not be as good as in Table 1. The
surpluses of contributions over expenditure (Column 6) will decline and as
from 1980 they will not alone suffice to balance annual expenditure. How-
ever, the cash position of the Branch is still quite good: the surpluses of
all annual incomes (including interest, increased value of investments
and the Treasury allocation) over expenditure increase from year to year
in absolute terms even though their ratio to total expenditure decreases.
Moreover, the Branch's assets continue to inerease annually in absolute
terms and also relative to the desirable reserve: from 1.61 at the end of
1970/71 to 2.25 at the end of 1990/91.

Recent developments in wages (following the completion of this Report) in-
dicate that the pension/average wage ratio has already declined to 12, 3%.
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Column (7) presents such a difference between total income and total ex-

penditure for each year.

Column (8) presents the amount of the OASI Branch's assets at the end of
each vear which is equal to the sum of the corresponding amount in the pre-
vious year and the difference between income and expenditure in the course of

the year.

Column (9) presents the ratio of the OASI Branch's assets to the "desir-
able reserve' which was assumed as equal to the estimated total expenditure

during the next three successive years.

Comparison of Tables of Development

. o

A comparison of the four tables leads to the following results:

Table 1 reveals that as a result of the increase in contribution rates
from 3.7% to 4. 5% and the raising of the ceiling to IL. 1, 500 (approximately
2,25 as much as the average wage), the actuarial situation of the Branch has
greatly improved. Even if the pension is consistently linked to the Consumer
Price Index so that it maintains its present purchasing power (which was not
the case until now) the OASI Branch's assets will continue to increase not only
in absolute terms but also in relationship to the desirable reserve. During
1966/ 67 - 1969/70 the ratio fell from 1,78 to 1,58 but with the change in the
ceiling and the rate of contributions in 1970/71 the trend was reversed: at
the end of the year the ratio rose to 1.70 and it is expected to rise continual-
ly at an increasingly faster rate until the end of the period of the forecast
(5. 25 at end of 1990/91). Likewise it is shown in column (6) that the income
from contributions alone exceeds expenditure considerably during the years
of the forecast and the value of annual surpluses grows absolutely, and in
the last 10 years even relatively to expenditure (from 23% in 1979/80 to 37%
in 1990/91).
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a2.

Discussion of Tables

—— e o s

The numbers included in the tables have been rounded separately
and therefore the numbers presented are not always exactly identical with
the corresponding results of calculations performed with the rounded num-
bers.

Estimated Developments of OASIS Branch until 31.3. 1991 (in IL millions) -
Tables 1- 4)

B e T L T T T ——————— ——— o —

The tables of development were calculated according to the above Alter-
natives A - D starting from 1971/72. For the five years 1966/67 - 1970/71,
the four tables are identical; the numbers for the three years from 1966/67
to 1968/69 are based on the Financial Reports and those for 1969/70 -

1970/ 71 are according to an estimate based on the preliminary data available
at the time of calculation.

Column (2) presents the estimated income from contributions: 4.5% of
income up to a ceiling of IL. 1,500 (linked to the average wage). This col-
umn is the same for all four tables.

Column (3) presents the estimated income from the Treasury allocation
(10% of income from contributions), interest and incremental value of invest-
ments linked to the Consumer Price Index.

Column (4) presents the total income from all of the above sources.

Column (5) presents total expenditure i.e. expenditure on benefits plus
administrative expenses which were estimated, on the basis of past experi-
ence, as 2% of total contributicns collected and benefits paid.

Column (6) presents the difference (positive or negative) between income
from contributions and total expenditure.
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1354.

As regards recipients of old-age pensions, a difference of 8 years be-
tween the ages of husbands and wives was assumed.

These assumptions were made on the basis of a study of the statistical
date of the National Insurance Institute, the Central Bureau of Statistics
and other sources.

On the basis of the above-mentioned sources, appropriate assumptions
were also made aboul proportions married among men dying at certain
ages, and about the distribution of men at each age by their family status,
the number of children and their average ages.

In calculating expeénditure on survivors' benefits and grants to widows
on remarriage, the remarriage rates according to the age of the widow
were based on the aforementioned (Para. 12) "Israeli Life Table No. 2".
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1351.

1352.

In Alternative B, it was assumed that the pension at its present level is
linked to changes in the wage level} in other words: an annual increase of
5%.

In Alternative C, it was assumed that the individual's pension is raised
by a single increase, to 18% of the average wage i.e. to the relative level
that it reached in 1957 when old-age pensions began to be paid. It was also
assumed that this ratio will be preserved in future by linking pensions to
changes in the level of wages. In other words, the pension level will rise

5% annually,

In Alternative D, the assumptions of Alternative C were also assumed,
but, in addition, it was assumed that the payment of seniority increments ex-
isting today (2% annually for each year above the first ten years of insurance,
with a maximum of 50%) would be discontinued.

Other Assumptions

e

Number of Women Insured Among Youngsters Who Have Not Yet Entered

W P T M S e e Y P N S M N M S M N N M A R TR T e S S

A married woman who works only in her household is not insured (see
Article 8 of the National Insurance Law). Considering that the ratio of
women to men in the insured population is approximatedy 40 to 100 (according
to the material received from the Research and Statistics Division), it was
assumed that in the period of the forecast too the number of insured women
in the population of youngsters who will enter insurance would be 40% of the
number of insured men in this population.

e e R T T T

In calculating the survivors' benefits of insured persons (up to the age of
65) a uniform difference of 5 years between the ages of husbands and wives

was assumed.
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As can be seen, the ceiling in 1970/71 reached an unprecedented level
relative to the average wage. It should also be noted that according to Arti-
cle 167A of the Law*, which links the ceiling to wages within certain limita-
tions, it will be possible in future to prevent any considerable lowering of the
celling relative to wages. This constitutes a certain safeguard for the ac-
tuarial situation of the Branch which did not exist in the past.

Level of Benefits

e

The development of the Branch was estimated in accordance with a num-
ber of alternative levels of benefits; in all the alternatives, the conditions of
entitlement with respect to the composition of the dependents and increments
on account of deferment of retirement in accordance with the present legal
position** were assumed but a distinction was made with regard to the basic
level of the pensions and the nature of their linking. As is known, in the pre-
vailing legal situation pensions are linked to an index according to which
cost-of-living allowances are paid to civil servants, Since a cost-of-living
allowance as such has not been paid for a number of years, pensions should
have been frozen in consequence. The fall in the real value of the pension
and its complete erosion were prevented only by ad hoe increases of the
basic pension.

In Alternative A, the future expenditure of the OASI Branch was calcu-
lated on the assumption that the individual's pension at the present level —
IL. 82,55 — is linked to the Consumer Price Index (as distinct from the
frozen Cost-of- Living Index); this means, according to the assumption made
above, an annual increase of 3% in the pension (see Para. 132),

LL

Included in Amendment No. 2, passed in 1969
See note on page II,




contributions. Since the establishment of the Institute, the ceiling has been
raised a number of times but generally the increases were late and relative-
ly small and they did not keep up with the continual rise in the wage level so
that the improvement in the level of the Institute's income from contributions
was far from being a reflection of the rate of the increases in wages,

The following table shows the level of the ceiling in relationship to aver-
age wages in 1954/55 - 1970/171.

(1) (2) (3) (4)
Ceiling as a percentage
Average Wage Ceiling of Average Wage
Year (in IL) (in IL) @) = 100 x %‘L
)

54/5 155 240 155
55/ 6 170 240 141
56/ 7 200 300 150
57/8 215 300 140
58/9 231 300 130
59/ 60 240 360 150
60/1 260 420 162
61/2 286 420 147
62/3 330 420 127
63/4 364 420 115
84/5 417 420 101
65/6 504 550 109
66/ 7 570 550 96
67/8 572 550 96
68/9 595 700 118
69/70 625+ 700 112
70/171 BT0* 1500 224

* Estimate
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131. Wage Development

e

Future wage developments have a considerable influence on the estimates
of income from contributions paid as a percentage of the insured's income (up
to a ceiling). The wage level, which is dependent on various economic factors,
is subject to sharp changes (in contrast to the mortality rate which changes
only slightly during a relatively short period) and any estimate of the level of
average wage in the coming years is highly speculative. However, it may be
reasonably assumed that wages will continue to increase. It {8 assumed that
average wages will rise 5% annually. This is quite a modest rate consider-
ing the changes in wages that occurred in the past, but it is in accordance
with the tendency in authoritative circles to prevent inflation, Nevertheless,
it is not pretended that this rate is the most reasonable one.

132. Changes in the Consumer Price Index

e R o S o e

Changes in the Consumer Price Index have a direct effect on the Insti-
tute's income from the investments (which are linked to this index) and an
indirect one on income from contributions insofar as a cost-of-living allow-
ance is paid on wages as a result of the rise in the index. An annual increase
of 3% has been assumed. The annual rate of increase in the index from 1967
to 1969 amounted to only 2% but previously it had risen at a considerably
higher rate and at the time of this Report's publication as well, a steeper

rise is discernible.

In view of the great uncertainty existing with regard to future changes
in prices and wages, the estimates herewith presented should be regarded
as a model only.

133,  The Maximum Taxable Income ("Ceiling')

e i o ———

The determination of the maximum income for purposes of contributions
("ceiling") is another important factor affecting the level of income from




12, Basis of Forecasts and Balance-Sheets

T - -

As stated, the estimates in this Report are based on the population on
the date of the Report which includes the following groups:

a) Beneficlaries in March 1966 (82, 300 aged and 22, 200 survivors);

b) Contributors (595, 000 males and 239, 000 females) according to their
age composition on the date of the Report;

¢) Youngsters under 20 who have not yet entered insurance (578, 000 males
and 231, 000 females*),

The average derived by dividing the income from contributions in 1968/ 69
by the average number of contributors in the same year was used as a start-
ing point for the calculation of average contributions. This was quite well
coordinated to another source for the calculation of average contributions,
which are a defined percentage (3.7% or 4, 5%) of the average taxable in-
come (according to a ceiling of 1L, 700 or IL. 1, 500, respectively), namely
the distribution of contributors by wage groups in 1968 which was received
from the Institute's Research and Statisties Division,

The rate of interest used in computing capitalized values and adequate
contributions is 5%, as has been our practice in the past. Also, use was
made of "Israeli Life Table No, 2 (1959-1963)" ** which is the basis for all
of the Institute's evaluations.

" Regarding the estimate of insured women see article 1351 below,

g See: lIsraeli Life Table No. 2, June 1969, published by the National Insur-
ance Institute - Division of the Actuary.




It was not considered necessary to calculate separate balance sheets on other
assumptions for various reasons, the main one being the speculative nature
of assumptions relating to the distant future taken into account for actuarial
balance sheet purposes.

Nevertheless, the above balance sheet, which is based on the assump-
tion of non-changing contributions and pensions, gives some idea of a situa-
tion in which contributions and pensions change at the same rate. But, since
the investments of the initial fund (i.e. the assets existing on the date of the
Report) and the annual surpluses are linked to the Consumer Price Index
whose rate of increase generally lags behind the rate of wage increase, the
actuarial situation in conditions of rising wages — with pensions being linked
to wage changes — is less satisfactory than may be observed from the above

balance sheet.

The balance sheets were originally drawn up according to a maximum
taxable income of IL. 700 per month and a contribution rate of 3.7%; the
calculations were then adjusted to the new maximum taxable income of IL.

1, 500 and contribution rate of 4. 5%. The balance sheets are presented in
accordance with both of the above situations and there is thus a possibility,
by comparing them, of estimating the extent of the impact made by the in-
crease in the maximum taxable income and in the contribution rate on the ex-
tent of stability of the OASI Branch in the long run.

The adequate contribution rate from an actuarial point of view for the
above-mentioned population was calculated on the basis of the above balance
sheets. A comparison of these rates too is instruetive from a viewpoint of
the impact of the raising of the ceiling.

Our ebove comment concerning the situation of rising wages and pensions
at the same rate is also true concerning the adequate contribution rate. In
other words, in such conditions the adequate contribution rate is higher than

in the assumed situation in which wages and pensions are frozen.
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11.
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Contents of Report; Basis of Forecasts and Balance Sheets; Assumptions

Contents of Report

i

The Full Report deals only with the Old Age and Survivors' Insurance
Branch; the reason for this has been explained at length in the previous Re-
ports and it has not been considered necessary to repeat it. It may be only
briefly noted that the other branches are dealt with in full in the Annual Re-
ports and there is no necessity to add anything to their contents with respect
to those branches; whereas such is not the case with regard to the Old Age
and Survivors Insurance Branch (referred to below as OASI Branch),

A number of alternative forecasts of development during 25 years have
been drawn up for this Branch based on various combinations of levels of
pensions and ceilings for contributions. But as a result of the raising of the
ceiling to 1L. 1,500 and of the contribution rate to 4,5%, some of these fore-
casts have ceased to be relevant and there was no point in including them in
the report. Thus only a few of the forecasts which were adjusted to the new

circumstances have been left,

In addition to the above forecasts, which are mainly those of importance
to the authorities for purposes of determining insurance poliey and the possi-
bilities of implementing it, a technical balance sheet is given on the hypothe-
tical assumption of a "standstill" with regard to the development of wages,
consumer prices, the ceiling and the level of pensions, taking into account
only those changes which have occurred in the meantime and were known at
the time that the computations were made.

The balance sheet shows the actuarial deficit (or surplus) on the date of
the Report in the above "standstill" situation, for three defined populations:
a) The "closed' population of insured persons on the date of the Report ex-
cluding new insured persons); b) The above population with the addition of
youngsters (under 20 on the date of the Report) taking into account births
during the following 5 years; c¢) The population of the youngsters separately.




many years ahead in actuarial estimates. On the other hand, the immigration
nowadays does not constitute an important factor (one way or another) in rela-
tionship to the total insured population with regard to the actuarial situation of
the Old Age and Survivors' Insurance Branch in the prevailing circumstances.

For the first time, the present Report contains an estimate of the particu-
lar weight, which is continually increasing, of the seniority increments in ex-
penditure on old age pensions and survivors' benefits.
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The connection between this Report and the "Date of the Report"” is in
fact expressed by the fact that the actual insured population in this report is
the population that existed on March 31st, 1966 the estimate of which was re-
ceived from the Division of Research and Statistics. Also, the amounts
which were used for drawing up the full actuarial balance sheet and for cal-
culating adequate contributions were evaluated as on the above date of the
Report but, as will be mentioned later, the full balance sheet in this Report
has a limited role. As for the rate of adequate contributions, it is only
slightly affected by moving the evaluation date a few years.

The present report differs from the previous ones in a number of re-
spects: less importance is attached to calculations of the present value and
the mathematical premium and emphasis is placed on forecasts of the develop-
ment of income and expenditure during the next 25 years (as from the Report's
date) taking into consideration the assumptions made with regard to the level
of benefits, changes in wages and the Consumer Price Index.

The material received made it possible this time to take into account in
more detail the retirement rates of men (aged 65- 70) and women (aged 60-
65)*. The question of immigration, to which considerable space was devoted
in previous reports, has not been dealt with in the present Report. Experience
has shown that there is no point in predicting the extent of immigration and its

composition even for the next few years whilst developments must be forecasted

According to Amendment No. 5 of the Law (effective as from April 1st, 1970)
the conditions for entitlement to old age pensions were changed by the aboli-
tion of the eriterion of retirement and the introduction of the criterion of
level of income, but sufficient experience does not yetl exist to enable us to
conclude whether, and to what extent, this Amendment will affect the number
of new recipients at each age.




A.

Introduction

The present report was completed later than ever before. Indeed, all the
previous Full Actuarial Reports appeared with a time-lag of two years, the
relevant material being received generally a year later and the preparation
of the Report continuing for approximately an additional year., However,
this time the material was received much later — approximately two and a
half years after the date of the Report (March 31st, 1966 in this case) and
this was the main reason for the delay in its appearance, The reasons for
the delay in the supply of the material were: the Six-Day War and the cir-
cumstances following it and the heavy work-load which was imposed on the
Institute in connection with the payments of various benefits.

A further cause of delay was the changes in the ceiling for payments of
contributions and in the level of benefits as a result of which many of the
calculations and estimates prepared for the Report became obsolete and had
to be brought up to date.

These changes as well as the need for various urgent actuarial estimates
which we were requested to prepare in connection with the discussions about
the various proposed pension schemes ultimately led to a great delay in the
publication of the Report.

Nevertheless, an attempt was made, as far as was possible, not to af-
fect the actuality of the Report; even though the Report formally refers to
the period ending March 31st, 1966, it is in fact more up-to-date because
it reflects almost all the changes in the level of benefits and the Institute's
incomes from contributions, interest, etc., that have occurred during the
recent period as well as the changes in the maximum taxable income (the
"geiling") and the increases in the rate of contributions that were intro-
duced in 1968 and 1970,
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