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In the discussion so far, there have been various references to the recognition of assets
in the actuarial balance sheets of Israeli pension plans. It might be useful to point out
that the actuarial balance sheets of Israeli pension plans are designed for the purpose
of pension funding; that is, to indicate whether the current level of funding is adequate,
or if changes in pension benefits are indicated so as to avoid the accumulation of large
deficits or large surpluses. In other countries that | am familiar with, such as Canada and
the United States, there are separate actuarial balance sheets for reporting in general
purpose financial statements, and separate actuarial balance sheets for the purpose of
funding pension benefits, and there are differences between the two types of balance
sheets in the actuarial assumptions and in the asset valuation methods that are used.
So too in Israel — the actuarial balance sheets published by pension plans, use actuarial

assumptions and methods that are suitable for the purpose of pension funding.
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| believe that the approach taken by actuaries, for the preparation of the actuarial
balance sheets of pension plans, is that a governmental promise anchored by statute or
regulation, is given complete credibility: there is no recognition of risk that the promise

might not be fulfilled.
¥)92 999N

19 NNP INNRY NN DN NN NN NP2 YW NN 9270 OIN .DNPNN DT 7P¥AN 0NN XD Pr Ty
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DINIOPRN IRNA NPNN NN NTYPH

19999 19N

The actuarial balance sheet, is essentially, a summary of a long-term cash flow
projection, that includes amounts that are expected to be paid out of the pension fund
in the future (pension benefits, expenses, etc.), and amounts that are expected to be
paid in to the pension fund in the future (employee and employer contributions,
investment returns, government subsidies, etc.). Such a cash flow projection includes
interest payments on mTy»n 230 MDX that are expected to be received in the future.
After the proposed change in legislation is enacted, the cash flow projection will also
include payments for the 5.15% interest rate guarantee (“0owy9n> ma»nnn”) that
would be expected to be received from government in the future. In the cash flow
projection, pension fund investments that are not mTy»1n 230 MIIN, are assumed to
earn risk-free rates of return in the future, and all future cash flows are discounted to
the present day using risk-free rates of return. Risk-free rates of return are used,

because this is a “solvency” valuation (for the purpose of pension funding).
95997 N
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