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Who is thinking about her/his own
pension?

Sometimes

Retirement, now already

It keeps me awake
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What are you concerns about
your pensions or why are you
not busy with it at all?







What is data quality?

According to the Pensioenfederatie:

Data quality is the level of which data is
suitable for the objective the data is used?
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How is data used by a pension fund? tide e

" Calculation of the provision for future pension benefits and to o o NN '
determine the funding position of the pension fund )

2 Payment of the monthly pension benefit to the participant of the . IV - b T

pension scheme T e A

3 > o.j%

E
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Pension funds and participants have a lot of events, which makes the
monitoring of data quality complex

Development pension funds

Change Termination
pension plan pension plan

Collective value

transfer Merger pension funds Database migration New pension plan

Life cycle participant

Flexible
llines options
High-low

Register at
pension fund

Divorce Passing away

L survivor

Marriage
Children

Part-time income

Working Life Retirement

Change of
employer,
individual value
transfer

Reach
retirement date

Change of
Change employer

income
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Page 8 Actuarial Congress EY 2024



Data Quality — different dimensions to test data quality

Validity Completenes
Data in line with the defined S
meta data (format, type) £ A~ 7777 Ratio between

data in system
. and 100%

\
\
\

Accuracy

The extent to which data
describes correct the
business object

Uniqueness
No
duplications

Consistency Timeliness
The extent to which data is consistent The extent to which the data
between 2 or more systems reflects the reality of time
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44

When converting to the new .~ . %
pension system, it is crucial for b 7
a pension fund that data is of« | 2 S
high quality and that the 3 _; ;
relevant pension data is 4. Py

accurate, complete and

reproducible. =
DNB on Data Quality at pension funds relatingto »
the new Dutch pension law 3
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Two new pension contracts

Current contract Solidarity contract Flexible contract

Defined benefit Defined contribution Defined contribution
yAlll Benefit accrual Accrual in capital Accrual in capital
e e o ot
- Collective investment policy Collective investment policy Individual capital (life-cycle)

n One collective (integrated accrual- and payment phase) One collective (integrated accrual- and payment phase) Separate accrual and payment phase

Intrinsic intergenerational risk sharing Intrinsic intergenerational risk sharing through solidarity  Optional intrinsic intergenerational risk sharing through

reserve solidarity reserve
No right to “shop” No right to “shop” Right to “shop”
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Why is data quality NOW important?

Q With transition to WTP, the expectation is that many funds
will bring in the accrued benefits in the past in the new
system (“Invaren”)

Q The capital within the pension fund will be divided in
fractions per participant

Distribution is subject to e.g. the following

» For correct results, the input data need to be correct
otherwise garbage in = garbage out

» 100% correct execution of the calculations
» Transparency (provide insights in the calculations)
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Q Which deviations are acceptable? Who will decide on this?

To prove the data quality a norm is needed:
When is it good?

EY



From pension benefit to pension capital = "invaren” R

» + - :
Pension benefit “Invaren” Capital . .
= pension right before change = Conversion = pension right after change .

Level accrued benefits Choice for the contract Capital
Funding ratio Individual
Solvency levels (M)VEV Conversion method (model)
» Standard method Reserve
> VBA » Solidarity reserve
» Risk sharing reserve A
(Actuarial) parameters 4
» Projection return
» Risk premium
» Inflation discount .
» Factors (age)

Balance
» Net profit
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Question
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Can you have perfect data quality?

Yes

NO

It depends




What has been
agreed

auditors have an important role how to ensure data

,] Dutch Central Bank, the pension funds and the
quality

2 The participants are leading

» Assurance
» Agreed upon procedures

3 Several options have been discussed

2\
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What has been

agreed
» DNB has agreed in close cooperation with » Actions as part of the outcomes of data
the pension funds through the analysis have been identified
“Pensioenfederatie’ a standard for how to
approach data quality » Follow-up of these actions are monitored
» Important premise of this standard is that » Stay clean

the pension fund develop themselves the
policies and determine their own analysis
on their data quality

» The auditor performs agreed upon
procedures

» These procedures do not include a
conclusion, the auditor only determines if a
step has been performed by the pension
fund

» Based on these procedures, the pension
fund board concludes on ‘invaren'
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How do you safeguard the
quality of data?




Testing data quality follows the standard steps as included in the guidance
of the “pensioenfederatie” which is prepared in collaboration with DNB

T Demonstrable
Timeline ;
Data quality
PR, 3 . CREEERETR e - » A
Design data quality Risk inventory and =% Data analysis and B Report and Agreed upon Decision about
»  Analysis of data assessment ~ samples _ ;:‘ assessment %' procedures by data quality before
quality policy (e.g. » Inventory risks of - » Dataprofiling (e.g. &% » Evaluation of the - external auditor bringing into the
risk appetite and pension executor type, domain values) '} data analysis, issues wat new system
correction-/revision (e.g. data .~ » Dataanalysis (e.g. Al and samples et
lellle) management, time generic and or " » Making decision
» Determined the horizon) ‘ specific) _ about corrections, |
Critical Data > Inventory risks of » Samples (e.g. ; action plan and risks
Elements (KDE) ' participant (e.g. outliers, risk groups) » Execute corrections
Identify risk groups - . ‘
: » Provisional judgment
» Assessment risks of board of pension
per KDE fund about data
quality
Ld
et
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How do you test data
quality?

+

ldentify events which do impact data quality: Checks are performed in the following areas:

» |IT events, group pension transfers, » Participants

incidents .
» Pension

» Changes in the pension scheme
» Employers

» Reported findings actuary, auditor, internal
auditor

Outlier analysis,

Part of the risk assessment o
reconciliations
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What is material

From an auditor perspective, the magnitude of an omission or
misstatement that, individually or in the aggregate, in light of
the surrounding circumstances, could reasonably be expected
to influence the economic decisions of the users of the
financial statements.

Who are the important users:

» Participants

» De Nederlandsche Bank
» Employers

» Actuary

What is the most important concern of the user? We can look
from different perspectives.
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MTA

» Difference between the MTA and the materiality levels set by
the audit team

» MTA stands for a maximum allowable deviation
» MTA is determined by the board of the pension fund
» Elements taken into account:
» Quality level
» Investments / costs
» Imago / reputation
» Risk appetite

» What difference would be acceptable for you for your
accrued benefits (€ or %)?
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It Is needed that we will
discover a difference of €157




Examples of outliers in pension administration

Also ‘standard’ data fields can show non plausible data values.

]

Plan participants had a partner
below 18 years
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2

Some plan participants earned :

more than €40,000 per month
while some earned less than
the minimum wage on fulltime

basis per month.

3

Some participants in the
administration were younger
than 15 years old and some
were older than 110 years.
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How do you review data?

/‘ Example data analysis

2 Review calculations

3 Internal control
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Question
S

Page 27 Actuarial Congress EY 2024

“




EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build
trust in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax
and transactions, EY teams ask better questions to find
new answers for the complex issues facing our world
today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

© 2024 EYGM Limited.
All Rights Reserved.

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, legal or other professional advice. Please
refer to your advisors for specific advice.

ey.com




