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Legal framework 

This is TNO’s transition plan as referred to in the Dutch Future Pensions Act [in Dutch: Wet 
toekomst pensioenen] (hereinafter: ‘Wtp’). This outline is based on the Wtp, the explanato-
ry memorandum, the Decree on Future Pensions [in Dutch: Besluit toekomst pensioenen] 
and the Wtp transition plan fact sheet from De Nederlandsche Bank. 

The main relevant passages on the transition plan are: 

Pensions Act (Pw): 
•	 Section 150c Pw: milestones in transition period 
•	 Section 150d Pw: transition plan 
•	 Section 150e Pw: calculating transition effects
•	 Section 150f Pw: agreements on the pension agreement compensation 
•	 Section 150g Pw: right to be heard of association of former members and pension ben-

eficiaries
•	 Section 150h Pw: transition committee 
•	 Section 150l Pw: standard conversion route
•	 Section 150n Pw: conversion methods and use of pension fund assets 

Dutch Future Pensions Act explanatory memorandum: 
•	 Page 70-71: pension fund milestones
•	 Page 72-80: transition plan 
•	 Page 81-82: right to be heard 
•	 Page 89-92: compensation
•	 Page 92-94: balance
•	 Page 95-97: co-determination
•	 Page 98-99: transition committee 
•	 Page 322-337: section-by-section explanation of the above-mentioned sections 

Pension Act Implementation Decree and Mandatory Occupational 
Pension Schemes Act (BuPw): 
•	 Section 44 BuPw: transition plan 
•	 Section 44a BuPw: right to be heard

DNB policy statements:
•	 Dutch Future Pensions Act transition plan fact sheet dated 25 July 2024
•	 Conversion methods and utilization of pension fund assets upon conversion fact sheet 

dated 19 February 2024
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1	 Introduction

On 1 July 2023, the Dutch Future pensions act [Wet toekomst pensioenen, Wtp] came 
into force. The employer TNO and the TNO Works Council (hereinafter: ‘the social partners’) 
have made choices regarding the pension scheme to be adapted in the context of the 
transition to the new pension scheme. Pursuant to section 150d of the Pensions Act [Pen-
sioenwet, Pw], the social partners lay down these choices in this transition plan and provide 
an explanation and justification for them. This transition plan also lays down how accrued 
pension entitlements and rights are handled. In addition, this transition plan contains the 
justification for why, in the opinion of social partners, there is a balanced transition to the 
new pension scheme. 

Both the social partners and the TNO Pension Fund Foundation (Pf TNO) will play a formal 
role in the transition process. Over the past period, regular consultations took place be-
tween social partners and Pf TNO’s board and administrative office, during which results 
and insights were jointly discussed during the imaging phase. 

With this transition plan, the social partners ask Pf TNO to start implementing the new 
pension scheme as of 1 July 2026 (transition date) and make a request to Pf TNO to convert 
the accrued pension entitlements and pension benefits. 
The social partners ask Pf TNO to make this transition plan, through publication on its web-
site, available to active members, former members and beneficiaries, in accordance with 
Section 150d(3) Pw.
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2	 Accountability process

2.1	 Outline of the decision-making process
In 2022, the social partners, together with Pf TNO, started preparing for the transition of the 
pension scheme. A working group consisting of representatives of the works council and 
representatives on behalf of the employer TNO was formed from the social partners. To-
gether with the board of Pf TNO and guided by the fund’s administrative office, this working 
group explored the impact of the legislative changes to the new pension scheme and how 
best to shape the new pension scheme within this. Based on these consultations, in June 
2023 the social partners made a decision in principle on the form of contract, the solidari-
ty-based contribution scheme, and on the conversion of the existing pension agreements.
Further development of the pension scheme resulted in this transition plan by social part-
ners. In the process, exchanges took place between social partners and the Pf TNO board 
on various topics that are part of this transition plan. The quantitative analyses were made 
by Pf TNO and the consultants of Pf TNO. Coordination also took place with Pf TNO on, 
among other things, the ambition of the pension scheme, the transition objectives and 
various aspects relating to the balance and feasibility of the new scheme as well as the 
planning of the transition. 

Social partners look back on an intensive process in which complex issues were discussed 
and explored in good interaction. The cooperation among themselves and with Pf TNO has 
been constructive, with everyone involved both critically and constructively from their own 
role and responsibility. 

This transition plan is the formal record of what social partners have agreed onr: 
•	 the new pension scheme, 
•	 the conversion of the accrued pension rights and entitlements to the new pension 

scheme, and 
•	 compensation for the consequences of the elimination of the so-called average system 

and any other adverse effects of the change in the pension scheme. 



TNO Transition plan – Dutch Future Pensions Act   |  7  |

2.2	 Planning and milestones
About two years of analysis and discussions preceded this transition plan. The following 
table provides the outline of this schedule to offer an idea of the timeline of the deci-
sion-making process. 

2.3	 Right to be heard
The Pensions Act stipulates that associations of former members or pension beneficiaries 
representing substantial parts of this group shall be given the opportunity to give their opin-
ion on the transition plan. This is also known as the right to be heard. The TNO pensioners’ 
association, eTNOs (www.etnos.nl), formally applied to social partners in 2023 to exercise 
the right to be heard. Given that eTNOs represents a substantial proportion of members 
who are pension beneficiaries, the right to be heard has been granted. In the run-up to the 
draft Transition Plan, eTNOs have already been included in several knowledge workshops 
organized by Pf TNO since 2022, and in 2024, through a number of sessions, have been 
included in key insights from social partners. Prior to the formal part of the hearing process, 
eTNOs raised concerns about purchasing power retention after the transition to the new 
scheme, funding of compensation for the elimination of the average system and the lack 
of compensation for missed indexation. Based on this, purchasing power retention has 
been formulated slightly differently in the ambition of the pension scheme and Pf TNO has 
been asked to provide initial insights into the extent to which purchasing power retention is 
possible. This has been incorporated into the transition plan before us. As for the remaining 
concerns, the best possible justification has been given of how the relevant choices were 
arrived at for the sake of a balanced transition. 
During the period from mid-November to the end of December 2024, eTNOs exercised 
its formal right to be heard. The results of these hearings have been taken into account in 
finalizing this transition plan. A description of the results of the hearing and how these have 
been taken into account in the transition plan is included in Annex 1.

No associations of other sections are known to social partners and no other sections have 
come forward to exercise the right to be heard. 

Date Milestone 

2022 Start preparation for pension transition

26 May 2023 Decision in principle by the social partners on the choice of contract (solidarity 
premium scheme) and conversion

1 July 2023 Dutch Future Pensions Act takes effect 

21 October 2024 Outline agreement by social partners

18 November 2024 Proposed decision on the new pension scheme, compensation and conversion 
by social partners 

November-December 2024 Right to be heard 

January 2025 Final transition plan

January 2025 Social partners share the transition plan with Pf TNO, and Pf TNO publishes the 
transition plan on its website 

30 June 2025 Deadline for Pf TNO to send the implementation plan and communication plan to 
De Nederlandsche Bank and the Authority for the Financial Markets respectively 

1 July 2026 Planned transition to the amended pension scheme, including conversion of 
existing pension rights and entitlements and compensation

1 January 2028 Deadline for transition 
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2.4	 Works Council
The Works Council [Ondernemingsraad, OR] issued the Pensions Committee the task of 
developing the transition plan. In doing so, employees were included in the process as 
much as possible. Here, communication was one of the main pillars, using webinars, phys-
ical information sessions, interim reports and FAQ to inform the employees. In 2023, work-
ers were surveyed on the priorities for a pension. From this survey and the many contact 
moments, the Pensions Committee took the interests of active members and, together 
with the employer, incorporated them in an Outline Agreement. This Outline Agreement 
describes the decisions taken by the social partners, which are further detailed in this 
transition plan.
The Works Council submitted the Outline Agreement to all employees for a vote in October 
2024. About 20% voted, with 93% in favour of the agreement. 

2.5	 TNO Pension Fund  
(Stichting Pensioenfonds TNO)

Based on this transition plan, social partners instruct Pf TNO to implement the new pension 
scheme, including the request to convert the pension entitlements and rights accrued up 
to the transition date into the new pension scheme. Pf TNO will assess this assignment for 
balance and feasibility before accepting the assignment. Assignment acceptance means an 
amendment to the implementation agreement. The Pf TNO Board will seek advice from the 
Accountability Body on various aspects (such as conversion and amendment of the Imple-
mentation Agreement) prior to decision-making on the implementation of the new pension 
scheme. The board will then seek approval from the fund’s supervisory board. 
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In 2022, social partners together with Pf TNO have drawn up a number of principles and 
starting points in the run-up to the new scheme that underpin the shaping of the new 
scheme and the transition to the new scheme (these starting points are described in Ap-
pendix 2). Here, the current scheme was taken as a starting point, since social partners and 
Pf TNO believe this is basically a good scheme. These principles were then translated into 
an overall ambition for the new scheme and three qualitative transition objectives. 

3.1	 Ambition of new scheme and transition 
targets

Ambition
For the new pension scheme, the overall ambition is to aim for an indexed pension as in the 
current scheme. This ambition consists of two elements. 
•	 The first element concerns the ambition to achieve a pension benefit at retirement age 

of 75%, with a minimum probability of 60%, of the average inflation-adjusted pensiona-
ble earnings during accrual (at 43 working years). This is also known as the replacement 
ratio. This ambition corresponds to the ambition in the current scheme of a benefit of 
70% of the average inflation-adjusted pensionable earnings over 40 working years. 

•	 The second element is the pursuit of an indexed pension. In other words, the aim is 
to keep up an average of 2% inflation• per year after the pension benefits have com-
menced.

Transition targets
In addition to the above-mentioned ambition, social partners, together with Pf TNO, have 
formulated the following qualitative transition objectives:
1.	 At the time of transition, active members, former members and pension beneficiaries do 

not lose out compared to the current scheme: the perspective for active members and 
former members is at least the same, and the benefit of pension beneficiaries remains 
at least the same. 

	 The aim here is to give all active members, former members and pension beneficiaries 
at least 100% of the Provisional Pension Liability [Voorziening Pensioenverplichting, VPV] 
at the transition. This is the part of the money the fund has on hand to meet the future 
entitlement of all members.

2.	 We aim to provide stable pension benefits. We want to limit reductions in pension ben-
efits. Pension benefits are, however, expected to rise more frequently under the new 
scheme.

3.	 There must be no unbalanced differences between member groups during and after 
transition. Among other things, we will look at how to offset the adverse effects of the 
elimination of the average system. 

3	 Qualitative Transition 
Objectives and balancing 
framework

•	 The 2% inflation rate used is equal to the European Central Bank’s (ECB) inflation target.
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In addition to the aforementioned qualitative transition objectives, a precondition for the 
new scheme was that the size of the solidarity reserve must not be too large, so that redis-
tributive effects remain limited. Moreover, the social partners consider the explainability of 
transition decisions to all of the members important. 

Depending on the size of the conversion coverage ratio, the transition targets will be easier 
or more difficult to achieve. This will be discussed in more detail in chapter 5.3.

3.2	 Balance framework
Balance, as under the current scheme, means that the set of measures must be in balance 
for all member groups. In other words, how do all decisions and the distribution of burdens 
and benefits work out, and does this not create unbalanced differences between member 
groups? This does not mean that all member groups should gain (or lose) equally as a result 
of the set of decisions. 

For the balanced consideration of interests, social partners and Pf TNO have jointly drawn 
up an assessment framework. This framework makes a qualitative trade-off between quan-
titative and qualitative measures. The balance framework considers the following elements: 
•	 Achieving ambition and transition targets.
•	 The quantitative transition effects.
•	 The various detailed policy decisions taken in the new solidarity-based premium scheme 

to achieve the transition targets. 
•	 The balance of the solidarity reserve.
•	 The additional indexation in 2022 and 2023 based on the surcharge under the govern-

mental decree on indexation and the (intended) surcharge and contribution decision(s) 
from 2024. 

To determine the quantitative transition effects, the legally required measures were used: 
net benefit calculations and the average (real) expected pension benefit•. This involves com-
paring the new scheme with the current system. 
The average expected pension benefit was calculated in three scenarios: bad-weather sce-
nario (5th percentile), good-weather scenario (95th percentile) and expected scenario (50th 
percentile). 
Although net benefit calculations are slightly more difficult to interpret, social partners and 
Pf TNO choose to include both measures equally in the equilibrium analysis.

To assess whether the ambition and transition goals are being achieved, they have been 
translated into specific quantitative targets and measures. When assessing the ambition, 
the replacement ratio at retirement age and the probability of achieving the ambition are 
considered for a 25-year-old representative person. This representative person goes through 
the entire pension scheme. Pf TNO also provided an initial insight into the achievement of 
purchasing power preservation through the increase that can be realized in a period of 10 
years after retirement and for representative people already retired 10 years after the tran-
sition to the new scheme. 
The assessment of the transition objectives uses the previously mentioned measures net 
benefit calculations and average expected pension benefits. In doing so, the outcomes 
should fall within the established bandwidths (see chapter 7.8 and Appendix 6). And specif-
ically for the purpose of achieving a stable pension benefit, the probability of reducing the 
pension benefit is also considered. The probability of reduction must be lower than 10%.

•	 The average expected pension benefit refers to the real (inflation-adjusted) pension benefit weighted for 

mortality. 
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4.1	 Contract choice under the new pension 
scheme

Currently, Pf TNO’s pension scheme is designed as an average pay scheme with conditional 
indexation (a so-called benefit agreement). With the advent of the Dutch Future Pensions 
Act, the pension scheme should be designed as a solidarity or flexible contribution scheme 
(both a contribution agreement).

In brief, the flexible contribution scheme is characterized by freedom of choice in terms of 
risk profiles for investments and a choice between variable and fixed benefits. 
The solidarity contribution scheme is characterized by a single collective investment policy 
for all members and a compulsory solidarity reserve through which some risks inherent in 
pensions are borne collectively. 

Considerations of the social partners
By means of a careful process, social partners identified the differences and similarities 
between the flexible contribution scheme and the solidarity contribution scheme and drew 
up a qualitative assessment framework. The social partners stress that good pensions can 
be achieved with both premium schemes. 

All things considered, social partners have opted for the solidarity premium scheme. The 
key arguments here are:
•	 Better pension by leveraging collectivity: By taking advantage of collectivity (a collective 

investment policy, having a solidarity reserve and the ability to fill it from the excess 
returns of all members and beneficiaries), there is a greater prospect of a stable and 
indexed pension. In addition, holding collective assets provides a better return-risk ratio 
compared to an investment policy in the flexible contribution scheme in which invest-
ments must be made per age cohort. 

•	 Suitable to TNO and Pf TNO: A collective scheme in which members are protected is 
suitable to the nature and culture of the TNO organization and is in line with Pf TNO’s 
experience and policy.

•	 Agility: With the choice of the solidarity contribution scheme, the longer-term agility of 
the fund is still present. Should longer-term circumstances warrant it, it will be possible 
to switch to a flexible contribution scheme or join another fund. Switching from a flexible 
to a solidarity-based premium scheme is hardly possible, if at all. 

The social partners are aware that the choice also excludes a number of options specifically 
offered by the flexible contribution scheme. This relates to the following aspects:
•	 Options: In the flexible contribution scheme, the individual member has (the possibility of) 

a number of additional choices such as investment choices in the accumulation phase and 
the choice of a fixed or variable benefit on the retirement date. However, due to the better 
risk-return ratio in the solidarity premium scheme, a return can be achieved that is com-
parable to a high-risk profile in the flexible premium scheme, but with a lower underlying 
risk. In addition, the ability to make these choices entails an extra duty of care for Pf TNO, 
in that the fund should organize more intensive choice guidance to enable members to 
make responsible choices. Finally, the experience of Pf TNO, and also more widely across 
the industry, is that members make very limited use of investment choices. 

4	 Features of the new 
pension scheme
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•	 This definition is generic because affiliated employers sometimes include other salary components. At TNO, the flex budget does not 

fall under the pensionable salary. 

•	 Transparency and explainability: In the flexible contribution scheme, the relationship be-
tween personal pension capital, premium contributions and returns is somewhat more 
direct, making the scheme likely to be simpler and easier to explain.

The social partners considered the aforementioned positive aspects of the flexible contri-
bution scheme, but assessed that they did not outweigh the aforementioned advantages 
of the solidarity-based contribution scheme

4.2	 Design of the new pension scheme
Taking into account new legal guidelines, social partners chose to set up a scheme similar 
to the current one in terms of ambition and working conditions. 

The ambition is already described in chapter 3.1. Another important component is the pen-
sion contribution. Social partners agreed in 2022 to maintain a contribution rate of at least 
20.33% of the wage bill for a minimum of eight years. This will keep the premium at least 
at the current level in the coming years and keep a good pension achievable. 
As of the transition to the new pension scheme, the contribution will no longer be calculat-
ed based on the wage bill, but rather based on the pension basis. Because from year to year 
the franchise, and thus also the difference between the pensionable salary and pension 
basis, changes, in 2026, approximately three months before the transition on collective 
level, a determination will be made of what percentage (currently around 26%) of the pen-
sionable salary corresponds to 20.33% of the wage bill.

The following table shows the key features of the new pension scheme.

Part Characteristics of the new scheme

1. Nature of the pension 
scheme 

Solidarity premium agreement: premium agreement in which the premium 
is invested collectively. 

2. Entry age Every employee of TNO or a voluntarily affiliated company is a member in 
the TNO pension scheme. The minimum age is 18. 

3. (Target) retirement age State pension date; members ultimately decide when they want the pension 
to start.

4. Pension premium At least until 2030, the pension contribution will remain at least 20.33% of 
the wage bill. This currently corresponds to about 26% of pension basis. 

5. Pension ambition 75% of average pension basis for a member retiring after 43 years of ser-
vice.

6. Pensionable salary One traceable definition for pensionable salary for all member companies. 
The pensionable income consists of 12 times the gross monthly salary, hol-
iday allowance and any other structural salary components, such as a 13th 
month. •

7. Deductible Legal minimum (€17,545, 2024 level). 

8. Pension basis Pensionable salary -/- deductible, in conformance with the current scheme.

9. Pre-retirement surviving 
dependants' pension 

Amount of surviving dependants’ pension to be insured is 35% of last pen-
sionable salary; 
Statutory 3-month continuation.

10. Post-retirement surviving 
dependants’ pension 

70% of the retirement pension, in accordance with the current scheme.
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4.2.1	 Explanation of surviving dependants’ pension 

Under the new scheme, all forms of surviving dependants’ pension (partner’s and orphans’ 
pensions) are required to be designed on a risk basis (insurance). In addition, a surviving 
dependants’ pension in the benefit phase, like the retirement pension, will move more with 
financial economic developments.

Pre-retirement surviving dependants’ pension
Partners of active members receive a pension benefit of 35% of the deceased employee’s 
last pensionable salary. Because this is designed on a risk basis, no entitlement is accrued 
for this. 
Under the current scheme, entitlement to surviving dependants’ pension does accrue. 
These entitlements will be retained after the transition to the new pension scheme. A part-
ner of an employee who dies after the transition will receive not only the 35% of the last 
pensionable salary, but also the portion that had already accrued under the current scheme.
Entitlement to surviving dependants’ pension (on a risk basis) continues for three months 
after leaving employment. This period is equal to the statutory minimum. The accrued sur-
vivor entitlement always remains when you leave employment.

Appendix 7 includes a sample calculation comparing the current and new arrangements for 
various representative people. 

Post-retirement surviving dependants’ pension
For all members with a partner, a surviving dependants’ pension of 70% of the retirement 
pension will be insured from retirement onwards as standard, unless the retiree explicitly 
indicates that he or she does not want to insure any of the surviving dependants’ pension 
or wishes to insure a lower surviving dependants’ pension. This insurance is funded from 
personal pension assets upon retirement.

Orphan’s pension
Children of deceased employees receive an orphan’s pension of 20% of the last-earned 
pensionable salary. A (statutory) fixed final age of 25 applies. Under the current average pay 
scheme, an orphan’s pension is paid until the age of 21. This extension of the benefit period 
also applies to orphans already receiving an orphan’s pension at the time of transition to 
the new pension scheme. For full orphans, further elaboration will be made by the social 
partners.
For children of a deceased member receiving a retirement pension, the orphan’s pension 
will be based on 20% of the retirement pension.

Part Characteristics of the new scheme

11. Orphan’s pension The amount of the orphan’s pension to be insured is 20% of the last pen-
sionable salary. This is the legal maximum. In addition, the maximum age 
shifts from 21 to 25.
If a member is a pension beneficiary, the orphan’s pension is based on the 
last pension benefit. For full orphans, further elaboration will be made by the 
social partners. 

12. Work disability pension A. WIA excess benefit plan will lapse. There will be a replacement plan out-
side the pension sphere. 

B. Maintain current non-contributory continuation, aligning with the Occupa-
tional Disability Pension Covenant (AO covenant).

13. Flexibilization of pension Maintain current flexibility options within the legal frameworks. 
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4.2.2	 Explanation of the Occupational disability pension

An employee who becomes unfit for work due to occupational disability is – just as under 
the current scheme – eligible for a non-contributory continuation of the pension accrual. The 
scheme will be broadened as compared to the current scheme by fulfilling the Occupational 
Disability Pension Covenant (AO Covenant). This means that members whose employment 
contract is terminated remain entitled to non-contributory continuation if they were already 
sick during the period of employment. 
Under the current scheme, a supplementary occupational disability pension is in place. 
Employees who become incapacitated due to occupational disability receive a so-called 
WIA benefit that amounts to a maximum of 70% of the legal maximum daily wage. If an 
employee has a pensionable salary higher than the maximum daily wage, a maximum of 
70% of the salary portion above this limit will be supplemented by the pension fund. This 
so-called WIA top-up scheme will lapse after the transition because its implementation will 
no longer be offered by the pension administrator (AZL). However, social partners believe 
it is important to continue this employment condition and will look outside the pension 
sphere to have this implemented.
Supplementary WIA top-up benefits that have already commenced are subject to the prin-
ciple of respectability, i.e. they will continue after the transition to the new pension scheme 
(possibly also outside the pension sphere).

4.2.3	 Explanation of Flexibilization of pension

The current average pay scheme has a number of so-called flexibility options. One impor-
tant option is the high-low construction in which, during the first five or 10 years respective-
ly, a higher pension benefit is received and then a lower one, or vice versa (first low, then 
high). This choice will remain in the new pension scheme. 
Moreover, current expectations are that, even before the transition to the new pension 
scheme, a new law will come into force stipulating that members can receive a maximum 
of 10% of the accrued pension as a lump sum upon retirement.• However, this is subject 
to a legal provision that it is not permitted to use both a lump sum and the high-low con-
struction. 

4.2.4	 Death benefit

One part of the current scheme is the so-called death benefit. Upon the death of the pen-
sioner, the pensioner’s partner will receive a lump sum equal to twice the last monthly 
pension. This benefit will be paid tax-free. It is currently unclear whether the pension pro-
vider (AZL) will offer the death benefit option in the new pension scheme. Social partners 
consider it very important to maintain this death benefit and urge Pf TNO to offer this option 
in the new scheme.

•	 The Lump Sum Payments (Revision) Act [Wet herziening bedrag ineens], the RVU and Leave Savings Act 

[Verlofsparen], which is still pending in the Senate and expected to take effect on 1 January 2026.
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4.3	 Supplementary savings
There are three supplementary savings schemes that are part of the current scheme: 
1.	 Temporary old-age pension (TOP) scheme
2.	 Extra pension scheme
3.	 Net pension scheme

Social partners have decided not to continue these three schemes after the transition. A 
key reason for this is that Goldman Sachs Asset Management (GSAM) will stop offering 
these schemes as of 1 July 2026 and pension provider AZL will also stop implementing 
hybrid pension schemes as of the transition date. In addition, the continuation of these 
schemes, if possible, will involve higher costs and a more extensive duty of care. Social 
partners ask the Pf TNO to add the saved capitals in the Temporary Old-Age Pension and 
Extra Pension Scheme to the individual capitals of the new scheme. For the Net Pension 
scheme, the accrued rights unfortunately cannot be added to the new scheme’s capitals 
and other options are currently being explored. 

1. Temporary old-age pension (TOP) scheme
Active and former members who were employed by TNO between 1996 and 2006 accrued 
so-called TOP capital. 
Under the current scheme, the TOP capitals can be used for the following purposes:
1.	 Supplement to the regular pension benefit;
2.	 Benefit in the period prior to the regular pension payment;
3.	 Supplement to salary when working fewer hours.

Because the TOP scheme will end and the TOP capitals will be added to the individual cap-
itals in the new scheme, only option 1 remains. Indirectly, however, option 2 also remains 
possible by allowing members to choose to start the entire pension earlier. Option 3 will be 
ended entirely; employees can no longer supplement salary with pension benefits when 
the number of contract hours are reduced.
For members who already use (or will use) options 2 or 3 before the transition to the new 
scheme, there will be no impact. 

2. Extra pension scheme
In the Extra Pension scheme, employees can voluntarily participate by using the unused tax 
allowance in the pension contribution of the main scheme. The sole purpose of this scheme 
is to increase the regular pension benefits. By adding the accrued capitals to the capitals in 
the new scheme when transitioning to the new scheme, this purpose is maintained.

Currently, voluntary top-up savings through the Extra Pension scheme are already no longer 
possible for new members. Social partners have asked Pf TNO to set up a new voluntary 
gross top-up savings scheme in the new scheme. The pension fund has indicated that this 
is likely to become an option in the new scheme, but this product is not expected to be 
available before 1 January 2028.

3. Net pension scheme
Under the current scheme, members with a pensionable income higher than the tax-
capped pensionable income have the option to accrue pension for that portion in the net 
pension scheme. 
Due to the characteristics of this scheme – it relates to net invested capital that will be paid 
out as net pension benefits in due course – the accumulated capitals cannot be added to 
individual capitals in the new scheme. Social partners have asked Pf TNO to investigate 
how the accrued capital of the current group of members in the net pension scheme can be 
transferred to an insurer. Pf TNO will, as soon as more is known, inform current members 
about the possibilities and about the effects that this entails.
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4.4	 Solidarity policy
Setting the solidarity policy of the new pension scheme is ultimately the responsibility of Pf 
TNO. Over the past period, social partners and Pf TNO have discussed this regularly. Social 
partners focus primarily on the goals of the solidarity reserve and the initial filling of the 
solidarity reserve upon conversion. Moreover, they have provided input into other issues 
that are part of the solidarity policy. 

4.4.1	 Goals of the Solidarity Reserve

The solidarity reserve is an important part of the Solidarity Premium Scheme. By means of 
the solidarity reserve, financial setbacks are absorbed collectively. This offers, among other 
things, the possibility of achieving more stable pension benefits in line with the transition 
objectives. 

Social partners have chosen the following objectives for deployment of the solidarity re-
serve:
1.	 Limiting declines in the nominal benefits;
2.	 Protecting for micro-longevity risk; 
3.	 Preventing negative equity (legal obligation)..

1. Limiting declines in the nominal benefits
A key feature of the new scheme is that pensions move much faster with financial markets. 
This applies to both positive and negative developments. The solidarity reserve will be used 
to significantly reduce the likelihood of pension benefit cuts. 

2. Protecting micro-longevity risk
In the pension and insurance world, two risks related to life expectancy are distinguished. 
The first risk is the so-called micro-longevity risk and implies that, in reality, an individual 
member grows older than the life expectancy up to that point. The effects of this risk are 
limited because there are also members who actually do not reach the expected age. As a 
second objective of the solidarity reserve, the social partners want to protect all members 
from micro-longevity risk.

3. VPreventing negative equity
Pf TNO has indicated that it wishes to take more risk for the fund’s younger members (up 
to age 40) within the collective investment portfolio by implicitly investing more than 100% 
in equities. This is in line with the results of the fund’s risk appetite survey, and this is ex-
pected to enable a higher pension to be realized.
However, in the event of extremely negative developments in the financial markets, this 
creates a slight risk that the young people’s personal pension assets will become negative. 
Preventing negative assets is a legal obligation, and that is what the solidarity reserve is 
used for.

Consideration against other possible objectives
One of the principles drawn up by social partners and Pf TNO for the transition to the new 
scheme (see also appendix 2) is that the solidarity reserve must not be too large. This is 
to limit redistributive effects and to distribute returns achieved to members as quickly as 
possible. For these reasons, protecting against the effects of the macro-longevity risk and 
protecting against inflation shocks were dropped as objectives.
The macro-risk is the second risk related to life expectancy and concerns the risk that the 
average age of all members increases more than has been taken into account. This will be 
absorbed at age cohort level. For active members, the risk is expected to be limited/mitigat-
ed in the longer term. For beneficiaries, there is implicit protection for macro-longevity risk 
through the solidarity reserve objective of limiting declines in nominal benefits. 
Tracking inflation is a key objective of the social partners. This goal is expected to be 
achieved through the regular investment policy. Cushioning inflation shocks through the 
solidarity reserve is only feasible with a large solidarity reserve, and that does not fit with 
the assumptions. 



TNO Transition plan – Dutch Future Pensions Act   |  17  |

Skimming the solidarity reserve above the ceiling
Finally, social partners and Pf TNO discussed that they see skimming the solidarity reserve 
once it exceeds the maximum as a derivative objective of the solidarity reserve. If the 
solidarity reserve exceeds the maximum, the surplus will be added to the excess return.

4.4.2	 Initial filling of the solidarity reserve

Social partners and Pf TNO have agreed that, if the funding ratio is high enough, the solidar-
ity reserve will be filled from fund assets as much as possible during the transition to the 
new system. In this way, the objectives of the solidarity reserve can be realized effectively 
right from the start of the new scheme. Then, there is also the prospect of skimming the 
solidarity reserve from the start of the new scheme instead of having to further replenish 
the solidarity reserve with part of the excess return. The quantitative insights are that both 
(young) active members and beneficiaries will benefit.

In the transition to the new scheme, the solidarity reserve will always be filled with a min-
imum of 2% of the total fund assets. Depending on the coverage ratio upon conversion, 
this percentage gradually increases to the maximum size of the solidarity reserve of 5% of 
the total fund assets (see 5.4).

4.4.3	 Solidarity reserve policy

Social partners have asked Pf TNO to shape the solidarity reserve in such a way as to 
prevent the solidarity reserve from running out at any time and to ensure that the income 
and expenses from the solidarity reserve are balanced for each generation. This led to the 
following draft solidarity reserve policy:
•	 Maximum size of solidarity reserve: 5%
•	 Minimal filling from fund assets upon transition to the new scheme: 2%
•	 Maximum filling from fund assets upon transition to the new scheme: 5%
•	 If in any year the size of the solidarity reserve is less than 5% of the total fund assets, 

the reserve will be supplemented with 7% of the positive excess return of all current 
and former members and beneficiaries. If there is no positive excess return in the year 
in question, the solidarity reserve will not be replenished. A deliberate choice was made 
not to fill the solidarity reserve from the premium, because social partners and Pf TNO 
do not consider this to be balanced.

•	 If in any year the size of the solidarity reserve exceeds 5% of total fund assets, the sur-
plus assets will be skimmed off and distributed to all current and former members and 
beneficiaries. The surplus will be added to the excess return. 

•	 If the solidarity reserve is used in any year, a maximum of 20% of the size of the solidar-
ity reserve at that time will be used. In this way, the reserve will not run out, but could 
be less effective when the solidarity reserve is filled to a lesser extent. 

4.4.4	 Effectiveness of the solidarity reserve

Various calculations were carried out to assess the effectiveness of the solidarity reserve. 
The following calculations assume the so-called base case. In the base case, the coverage 
ratio at the time of transition to the new scheme is 120%, all beneficiaries receive the same 
increase in pension benefits at the time of transition and 1.5% compensation for the elimi-
nation of the average system is taken into account (see also Appendix 3).

Movement of the solidarity reserve
In the base case, the solidarity reserve is filled to the maximum of 5% of total assets from 
the outset. As a result, it will be maximally effective right from the start. Figure 1 shows 
the movement of the solidarity reserve in accordance with statutory guidelines over a 100-
year period. The shades of blue in the graph represent the chances of the solidarity reserve 
falling below a certain level. 
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Only probabilities below the maximum filling of 5% are shown because in a situation in 
which there are more assets, this excess will be added to the excess return (and thus dis-
tributed directly to all members). 

Figure 1. Movement of the solidarity reserve at maximum filling of 5% upon commencement
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Chance of benefit decline
The solidarity reserve leads to a significant reduction in the probability of having to reduce 
benefits during the benefit phase. Figure 2 shows, for the base case, the probability that 
pension benefits will have to be reduced (as of the retirement age) for various represent-
ative people. Without a solidarity reserve, the probability of a cut is over 27%. With the 
solidarity reserve, this probability is significantly reduced to less than 8% for active repre-
sentative people and less than 6% for pensionable representative people. This is below the 
designated maximum of 10%.
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Figure 2. Probability of a reduction in pension benefits (after retirement)
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Scope of the decreases
In addition to the probability of the pension benefit being reduced, what matters is the 
size of the reduction if it occurs. This is mapped out for a 75-year-old representative person 
(Figure 3). The figure shows the probability of a given increase or decrease in pension ben-
efits with and without a solidarity reserve (SR). In a situation without a solidarity reserve, 
however, a three-year spread period was applied. 

Figure 3. Probability that benefit increases or decreases as of the benefit phase for a 75-year-old 
member 
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Effectiveness
The results in the figures above show that the solidarity reserve is effective in the base 
case. If the solidarity reserve can be immediately filled with 5% of total assets when tran-
sitioning to the new scheme, the solidarity reserve will remain at 5% filling in the median. 
The probability of the solidarity reserve falling below the 2% point is low, ranging between 
2.5% and 5%. Reductions are not completely ruled out, but the solidarity reserve signif-
icantly reduces the probability of benefit reductions and thus fulfils the second transition 
objective of pursuing stable pension benefits.
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4.4.5	 Collective benefit phase and spread of investment returns

In addition to setting the objectives of the solidarity reserve and agreeing on the initial fill-
ing of this reserve, social partners also provided input on other topics that are part of the 
solidarity policy. 
For instance, social partners consider it very important for near-retirement members to 
be adequately protected against negative outcomes in financial markets and that pension 
levels become more predictable in the years leading up to retirement.
In addition, partly prompted by discussions with the pensioners’ association eTNOs, social 
partners believe it is important that all benefit recipients be treated similarly in the benefit 
phase with regard to increasing, protecting and possibly reducing benefits. 

In coordination with Pf TNO, the choice was therefore made to adopt a collective benefit 
phase combined with a spread period on investment results. 
It is desirable not to allocate positive and negative investment returns all at once, but to 
spread them over several years. Indeed, this leads to a more stable benefit where the soli-
darity reserve can also do its job better by reducing the size of the shocks to be absorbed. A 
spread of five years and three years was considered. A 3-year spread period was eventually 
chosen because otherwise the positive results would be spread out so much that they 
would not contribute sufficiently to purchasing power maintenance.
A collective benefit phase means that all of the benefits (including those of the surviving 
dependants’ pension) will be adjusted equally. This does potentially result in a redistributive 
effect between old and young pensioners in certain situations, but there are numerous 
advantages that outweigh this for social partners and Pf TNO:
•	 Solidarity and better explainability of equal treatment to pension beneficiaries; 
•	 The simplicity in communication with one benefit adjustment for all pension beneficiar-

ies;
•	 The collective benefit phase combined with the use of a spread period on investment 

returns also protects near-retirement members from shocks in the financial markets.
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5.1	 Considerations for converting or not 
converting 

Conversion means that all pension entitlements to which the current financial assessment 
framework (nFTK) still applies will be converted to the statutory framework of the Wtp. The 
Wtp states that the default option in pension funds is conversion. When not converting, the 
current accrued liabilities will remain as per the old rules. Only if conversion leads to dispro-
portionate disadvantage for stakeholders can social partners decide to waive a request for 
conversion. There may also be special circumstances such as an additional payment obliga-
tion by the employer or a repayment obligation that make not converting an option. There 
are no such circumstances or objections in the view of the social partners, and therefore 
social partners request Pf TNO to carry out the conversion. 

For the purposes of this decision, the social partners looked at the qualitative pros and cons 
of whether or not to convert, as listed below, to consider the potential effects that convert-
ing could have on Pf TNO members. 
•	 Possibility of filling the solidarity reserve: Without conversion, there is no initial capital 

available for the new scheme, which will mean it will take a long time to have sufficient 
capital to adopt an efficient investment strategy. An entirely new investment portfolio 
has to be built from the premium, and there is then virtually no room for reserves that 
can be used in case of setbacks.

•	 Compensation for the expiry of the average system: Conversion creates room for com-
pensation for members disadvantaged by the expiry of the average system (see also 
chapter 6)

•	 Higher starting benefit for pension beneficiaries: Upon conversion, it is expected (provid-
ed there is a sufficiently high coverage ratio) that part of the current scheme’s available 
buffer can be distributed to members. For pension beneficiaries, this means the monthly 
benefit will increase immediately after the new scheme is introduced. 

•	 Transparency and explainability: If the decision is made not to convert, the old fund with 
all its capital and liabilities will remain in existence under the nFTK scheme. All active 
members will then face two different schemes (the old and the new), each with a dif-
ferent guiding principle. This negatively affects the transparency and explainability of the 
expected pension.

•	 Higher administration costs: If the choice is made not to convert, two parallel pension 
schemes will have to be maintained, which in turn will result in higher administration 
costs and therefore higher costs for members.

All things considered, social partners request Pf TNO to sail the accrued pension entitle-
ments and rights into the new pension scheme as of the transition date, by means of a 
collective value transfer according to Section 150m Pw. 

5	 Accrued pension rights 
and entitlements 
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5.2	 Request for conversion and conversion 
date

Social partners ask Pf TNO to use the value of the pension entitlements and rights by 
means of an internal collective value transfer in accordance with the amended pension 
agreement (Section 150m Pw) on the conversion date currently scheduled for 1 July 2026.

5.3	 Objectives during conversion
In the transition to the new scheme, pension entitlements from the current scheme will 
be converted to personal assets under the new pension scheme. Different choices and 
priorities can be made when distributing these assets. From the transition objectives (as 
described in chapter 4.1), social partners have formulated the following goals for distribut-
ing the current collective pension assets:
A.	Minimum Required Equity (mandatory). The size is estimated at about 1% of total pen-

sion fund assets.
B.	Operational reserve (mandatory). When transitioning to the new scheme, the operation-

al reserve will be filled to the minimum required level. This is expected to be around 1% 
of the total pension fund assets.

C.	100% Provision for Pension Liabilities [Voorziening Pensioenverplichting, VPV].
D.	Compensation for the elimination of the average system. This will be financed from the 

pension fund assets and is equal in size to 1.5% of the total pension fund assets (see 
also chapter 6) 

E.	Solidarity reserve. The minimum filling upon transition to the new scheme is 2%, and 
the maximum filling upon transition to the new scheme is 5% of the total pension fund 
assets.

F.	 Increase the personal assets of members at sufficiently high conversion coverage ratio.

The highest priority, after the mandatory filling of the minimum required capital and the 
operational reserve, will be given to bringing along the 100% VPV and the compensation of 
the average system. This will ensure that the personal pension assets remain at least the 
same during the transition (transition objective 1) and help prevent imbalances between 
member groups (transition objective 3). It is also important that all benefit recipients be 
adequately protected against bad economic years immediately upon transition to the new 
scheme. To ensure stable pension benefits (transition objective 2), the solidarity reserve 
need not be fully filled. With an initial filling of 2% of total assets, the solidarity reserve can 
function well for several years to stabilize the pension benefits.
If the coverage ratio upon conversion is so high that assets remain after compulsory re-
serves, compensation for expiry of the average system and full replenishment of the soli-
darity reserve, the assets will be distributed among the individual capitals of all current and 
former members and beneficiaries. This will be done using the standard methodology set 
out in the Wtp and the default spread period of 10 years. 
For beneficiaries, the standard methodology with a 10-year spread period results in older 
pensioners receiving a lower percentage increase than younger pensioners if the coverage 
ratio is sufficiently high at the time of conversion. There is an option to choose for an equal 
increase in benefits in payment at the time of transition within the group benefit phase. 
Social partners and Pf TNO prefer this because they find it simpler and more explainable 
when all beneficiaries are treated equally and benefits in payment are adjusted equally 
upon conversion. The effect of this addition on the 10-year default spread period is shown 
in Chapter 7, among others Figure 9. 
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5.4	 Approach at various conversion 
coverage ratios

Social partners, together with Pf TNO, have explored various financial and economic sce-
narios. This led to the agreement that the present transition plan is valid for conversion 
coverage ratios from 106% to 135%. At these conversion coverage ratios, the transition to 
the new scheme can be carried out without additional arrangements.

Minimum required conversion coverage ratio
Social partners have agreed that the minimum required conversion coverage ratio is 106%. 
At a conversion coverage ratio of 106%, the social partners’ transition targets can be met: 
all active members, former members and pension beneficiaries will receive the full provi-
sion for pension obligations (100% VPV), 2% of the assets will be used for the minimum 
required capital and the mandatory operational reserve, 2% of the assets will be used for 
initial funding of the solidarity reserve and 1.5% of the assets will be available to compen-
sate for the elimination of the average system.

Desired conversion coverage ratio
The desire of social partners and Pf TNO is to immediately fill the solidarity reserve to the 
maximum of 5% of the total pension fund assets upon the transition to the new scheme. 
At a coverage ratio of 110%, it is possible to shape this while meeting all other conversion 
objectives. 

Coverage ratio lower than 106% or higher than 135%
At conversion ratios below 106%, it will no longer be possible to meet all of the transition 
targets. The consideration was then made to abandon the 100% VPV so that a (limited) fill-
ing of the solidarity reserve and a (limited) compensation of the elimination of the average 
system can still be met. This consideration will take into account the possibilities offered by 
the Wtp to avoid a reduction in benefits in payment (e.g. setting projection returns higher, 
lower solidarity reserve or other funding compensation of average system). 

At a coverage ratio higher than 135%, it is not sufficiently clear how the transition effects 
will affect the various age groups and whether this is still balanced. Additional agreements 
may be needed to achieve balance. 

Social partners and Pf TNO have not yet made a decision on what happens in both cases. 
Social partners and Pf TNO agree to consult with each other six months before the intended 
conversion date regardless of the coverage ratio. The trend in and expectation about the 
coverage ratio will be discussed, as well as whether there is reason to explore additional 
analyses and measures already at this time. The social partners and Pf TNO also agree to 
consult each other if the coverage ratio reaches 110%. The trend in, and expectation of, the 
coverage ratio will be discussed, as well as what additional analyses and additional meas-
ures will be explored immediately.
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Overview of various coverage ratios

Conversion coverage ratio Description

106%• A.	Approx. +1% of assets for Minimum Required Equity Capital
B.	Approx. +1% of assets for Operational reserve
C.	100% Provision for Pension Liabilities (VPV)
D.	+1.5% of assets to compensate for elimination of the average system
E.	+2% of ability to fill the solidarity reserve

Between 106% and 110%• A.	Approx. +1% of assets for Minimum Required Equity Capital
B.	Approx. +1% of assets for Operational reserve
C.	100% Provision for Pension Liabilities (VPV)
D.	+1.5% of assets to compensate for elimination of the average system
E.	step by step from +2% to +5% of assets to fill solidarity reserve

Between approx. 110% and 
135%

A.	Approx. +1% of assets for Minimum Required Equity Capital
B.	Approx. +1% of assets for Operational reserve
C.	100% Provision for Pension Liabilities (VPV)
D.	+1.5% of assets to compensate for elimination of the average system
E.	+5% of assets to fill solidarity reserve
F.	 Undistributed assets will be distributed among the individual capitals of cur-

rent and former members and beneficiaries in accordance with the standard 
methodology and equal treatment of all beneficiaries. At a conversion cover-
age ratio of 120%, there is more than 9% of the coverage ratio to distribute, 
and at 135% there is approximately 23% of the coverage ratio.

•	 The percentages in the description cannot be added up because A, B, D and E are percentages of the entire assets and only C are 

percentage points.
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6.1	 Background on compensation
The current scheme is a benefit scheme. Members pay contributions for a benefit starting 
at the retirement age. This is currently legally subject to the so-called average system, 
which means that contributions depend only on the size of the pension to be accrued and 
not on age. A member aged 30 with a pensionable salary of €50,000 pays the same premi-
um as a member aged 60 with the same pensionable salary. The actual costs are, however, 
much lower for a younger member than for an older member because the premium paid 
in can pay off for much longer. The consequence of the mandatory average system is that 
young people pay too much premium and older people pay too little. If a member stays with 
a pension fund throughout their career, the disadvantage at a younger age will be offset 
over time by the advantage at an older age, eliminating the negative effect upon retirement. 
Under the new pension law, the above-mentioned average system will disappear and every 
pension scheme will become a premium scheme in which the premium goes to a personal 
pension capital. For a younger and an older member with the same pensionable salary, the 
same contribution will still be paid, but a younger member will benefit much more under 
the new scheme because the contribution can pay off longer for the benefit of their own 
pension. Members as of a certain age no longer benefit from the average system under 
the current scheme and have insufficient remaining years of service to compensate for the 
previous negative effect under the new system. 
Pension funds and social partners are required to assess whether there is a disadvantage 
as a result of the end of the average system and whether compensation is required for this.

6.2	 Amount and form of compensation
Determining the age cohorts for which compensation is desirable and the extent of com-
pensation is not a straightforward process. This is because two effects are at play simulta-
neously. The first effect is the disadvantage of dropping the average system in the current 
scheme and the second is a positive effect because positive investment returns can be 
realized much faster under the new scheme. This is also known as the ‘double transition’. 
Looking only at the initial effect, a disadvantage already occurs for young people at approxi-
mately 30 years of age. However, young people also benefit relatively significantly from the 
new scheme, because the contribution deposits can pay off at a high level and for a long 
time until retirement age. 
Because it is not possible to unequivocally determine which group must be compensated 
and to what extent, a number of calculations were also carried out looking at the effects 
of the double transition. A number of conclusions were able to be drawn from all these 
calculations:
•	 The age of maximum disadvantage is 53 at Pf TNO;
•	 The age cohorts that should be eligible for compensation are those aged between 35 

and 68; 
•	 The amount of compensation required is between 0% and 3% of the fund assets.

Calculations show that with 1.5% of fund assets, a significant part of the negative impact 
of the elimination of the average system can be compensated (see 7.4).
Social partners have opted for the compensation to be funded from the fund assets. The 
compensation will not be spread out over time but will be granted in one lump sum upon 

6	 Arrangements made for 
compensation
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transition and applies to employees aged between 35 and 68. This increase is age-related. 
The table in Figure 4. shows the amount of compensation depending on the age on the 
conversion date. Compensation is expressed as a percentage of the pension basis. An 
employee aged 53 will receive the maximum compensation of approximately 40% of the 
pension basis•. The percentages listed may vary at the time of conversion as a result of the 
coverage ratio and/or interest rates at that time. Therefore, at higher or lower conversion 
ratios, the percentage will be higher or lower, respectively.

Within the range of possible coverage ratios on the conversion date, the rate of 1.5% of 
assets applies. This is a deliberate choice because it increases the amount of the compen-
sation as the coverage ratio rises. At a higher coverage ratio, a larger portion of the available 
buffer at conversion will be used for compensation. At a 110% conversion coverage ratio, 
1.65 percentage points of the available buffer will be used for compensation, and at a 135% 
conversion coverage ratio, 2.03 percentage points will be used for compensation. 
 
Figure 4. Compensation table average system in the base case at 120% and higher/lower coverage 
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•	 The total employer and employee contribution is approximately 26% of the pension basis (pensionable sal-

ary minus the deductible). Compensation of 26% of the pension basis means that, at the time of transition, 

the active member in question receives an additional amount added to personal assets equal to the total 

premium paid in one year.
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6.3	 Financing of compensation in average 
system

The social partners indicate that the future deficit is a consequence of past legislation and 
should therefore be resolved with reserves built up in the past. For this purpose, the legis-
lator provides the option of funding compensation from the fund assets during conversion.
Social partners decided that the average system must be compensated and that this com-
pensation must be provided from the pension assets (the buffer) at the time of conversion. 
Social partners realize that, with the choice to finance the effects of the elimination of the 
average system from the pension reserves, there is less reserve upon conversion to fill the 
solidarity reserve and to distribute among the members. The social partners therefore still 
explicitly explored options in which the employer would (partly) compensate for the elimi-
nation of the average contribution. Following this exploration, social partners opted not to 
contribute to compensation from the employer. 

6.4	 Transition-effects compensation
Insight was provided into the transition effects of the compensation for elimination of the 
average system by comparing, on the one hand, the expected average real pension benefit 
of the new pension scheme including and excluding the application of the compensation 
scheme with the expected real pension benefit of the current scheme. In addition, the 
transition effects were clarified by comparing the delta net benefit calculations of the new 
pension scheme, including the conversion of accrued pension entitlements and rights, in-
cluding and excluding the application of the compensation scheme. See chapter 7.4.
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All the choices made by social partners combined with Pf TNO’s new policies will jointly de-
termine how the transition will work out for members. In this chapter, we provide insights 
into the quantitative transition effects. These transition effects were calculated per age 
cohort per stakeholder group (active members, former members and beneficiaries). When 
doing this, account was taken of the average member in an age cohort of one year of birth. 
An individual member’s results may differ from the results for the age cohort to which the 
member belongs.

First, the effects in the base case• are shown, and later chapters discuss the sensitivity 
to a different conversion coverage ratio and higher or lower interest rates at the time of 
conversion.

7.1	 Ambition
As described in section 3.1, an overall ambition has been expressed consisting of two 
elements: a pension benefit upon reaching retirement age of 75% of the average pension 
basis (replacement ratio) and a commitment to an indexed pension that takes into account 
2% inflation annually. 
As described in section 3.2, the assessment of the ability to realize the first part of the 
ambition considers the replacement ratio at retirement age and the probability of achieving 
the ambition for a representative person aged 25. 
In the base case, the replacement ratio for a 25-year-old representative person at retirement 
age is 88.1%. In addition, it follows from the calculations that the probability of achieving 
the ambition of at least 75% of the replacement ratio is 61%. This probability is higher than 
the lower limit of 60% set by the social partners and higher than in the current system. 
Based on these results, it can be concluded that the ambition of 75% replacement ratio is 
feasible.
In terms of purchasing power retention, Pf TNO has provided an initial insight through the 
increase that can be realized in a period of 10 years after retirement and for representative 
people who are already retired 10 years after the transition to the new scheme. These calcu-
lations are based on the fund’s preliminary new investment policy, including the associated 
investment assumptions.
The results show that, in the expected scenario, representative people aged 68 and 75 can 
keep up with exactly 2% inflation per year, and younger representative people can keep up 
with just over 2%. 

7	 Transition effects

•	 See Appendix 3 Assumptions and estimates in calculations for a summary of the basic principles in the 

base case.
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7.2	 Measures to offer insight into transition 
effects

To determine the transition effects, the legally required measures were used: net benefit 
calculations and average expected pension benefits.

Net benefit calculations make it possible to directly compare the (current) value of the fu-
ture pension under the new scheme with the ‘value’ of the future pension under the current 
scheme. This includes taking risks into account and understanding redistributive effects.

Average expected pension benefits will be used to analyse the level and value stability of 
the pension during the benefit phase compared to the current scheme. This is shown in the 
expected situation (the 50th percentile) and the so-called bad-weather situation (the 5th 
percentile). Appendix 4 (Transition effects at other coverage ratios) also shows the results 
for the good-weather scenarios (95th percentile).

The following sections show both measures relative to the current scheme. Here, a pos-
itive value means that the outcome in the new scheme is better than the outcome under 
the current scheme and vice versa. 

7.3	 Transition effects in the base case
The following calculations were carried out for the base case. In the base case, the cover-
age ratio at the time of transition to the new scheme is 120%, all beneficiaries receive the 
same increase in pension benefits at the time of transition and 1.5% compensation for the 
elimination of the average system is taken into account. 

Figure 5 shows the net benefit effects for all beneficiaries and active members. The figure 
shows that the ‘value’ of the pension for both beneficiaries and active members in the new 
scheme is better than under the current scheme. It should be noted that, for a portion of 
active participants, the delta net benefit outcome would be negative without compensation 
for the abolition of the average system. The positive outcome for benefit recipients is main-
ly due to the direct increase in pension benefits upon retirement. Noteworthy is the high 
result among the youngest members. This is due to specific characteristics of the active 
members (e.g. likelihood of leaving TNO is relatively high) and the transition to a premium 
scheme and not due to unintended redistributive effects.
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Figure 5. Net benefit effects in the base case
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Figure 6 shows that the average expected retirement benefit for active members and pen-
sion beneficiaries in the new scheme is more favourable than under the current scheme 
when looking at the expected scenario (50th percentile or median).• The fact that all partic-
ipants receive a portion of the buffer when they retire and that the new system does not 
have to take into account a limit on future-proof indexing contributes to this. Here as well, 
we see that younger members in particular have a high result due to the higher risk profile 
of younger members.

Figure 6. Average expected pension benefit in the expected scenario as compared to the current 
scheme
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•	 The results for the surviving dependants’ pension are nearly identical to the results for the pension benefi-

ciaries shown in Figure 6 and Figure 7. 
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Figure 7. Average expected pension benefit in bad-weather scenario compared to the current scheme
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Looking at the same measure in the bad-weather scenario (the 5th percentile) shows that, 
for young pension beneficiaries and active members, the new scheme leads to lower av-
erage expected benefits. For the good-weather scenario, these are precisely the groups 
with a higher average expected benefit. For most beneficiaries, the new scheme will work 
out relatively favourably, even if things go poorly with the financial markets for a long time.

For the former members, the net benefit effects are also largely positive. A slight negative 
impact of less than 2% arises for former members younger than year of birth 1977 (see 
Appendix 4). Among other things, this is because the current scheme is relatively advan-
tageous for this group. They are expected to benefit from a high premium coverage ratio 
under the current system, and by the time they retire, they are expected to have a high 
buffer. Not continuing to accrue pension at Pf TNO, because on average the likelihood of 
leaving is high among young people, is the main reason for this negative effect. However, 
most former members will accrue pension with another pension fund or themselves. The 
lack of further pension accrual is also reflected in the average expected pension benefits. 
In the expected scenario, this results in better outcomes compared to the current scheme 
(and the younger the better), while in the bad-weather scenario the lack of the cushioning 
effect of new construction results in worse outcomes compared to the current scheme (the 
younger the worse).

7.4	 Impact on compensation of elimination 
of average system

This section zooms in on the impact of one of the choices forming part of the base case, 
being the effect of the 1.5% compensation due to the elimination of the average system. 
For this, the net benefit calculation will be used, so that redistributive effects can be un-
derstood. Figure 8 shows this effect for the beneficiaries and active members. The graph 
shows that, without compensation, birth years between 1967 and 1983 will lose out in 
the new scheme (in terms of pension value). Due to the compensation, the value of the 
pension will improve for active members from the 1963 to 1987 birth years, and all active 
members will be better off in the net benefit calculations under the new scheme than un-
der the current scheme. The compensation will allow 1.5% of assets to be less generically 
distributed upon conversion. This can be seen in the net benefit outcomes for beneficiaries, 
which is slightly lower than without compensation. The graph also shows that, even with 
compensation, the net benefit outcomes for beneficiaries remain higher than for the vast 
majority of active members. 

As in the case for beneficiaries, compensation also results in a slightly lower net benefit for 
former members. This group is not eligible for compensation, as it is only intended to offset 
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the disadvantages of the new pension accrual. As described in section 7.3, former mem-
bers are also expected to accrue pension elsewhere and may also receive compensation 
for the expiry of the average system there.
 
Figure 8. Impact of compensation of average system 
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7.5	 Impact of equal treatment of 
beneficiaries

The conversion uses the default spread period of 10 years. The background to a spread pe-
riod of 10 years is that, under the current scheme, this 10-year period is taken as the basis 
for a collective value transfer to an insurer, but also when applying pension reductions. 
The social partners have chosen not to deviate from the prescribed default unless the 
results of the entire transition are unbalanced and require correction for beneficiaries. The 
calculations show that the transition to the new scheme is more positive for beneficiaries 
compared to most other member groups. As a result, there is in principle no reason to 
deviate from this default. 

As described in 4.4.5, social partners and Pf TNO have opted to treat beneficiaries equally 
upon conversion by granting all beneficiaries an equal percentage of the available buffer 
upon conversion. The main reason for this is the choice to apply a collective benefit phase, 
in that beneficiaries will soon receive the same increases and benefit equally from the 
solidarity reserve.

Figure 9 shows, by year of birth, the effect of equal treatment in distributing the availa-
ble buffer for beneficiaries compared to distributing based on the 10-year term. The graph 
shows that equal treatment results in a roughly equal benefit of the new scheme for all 
beneficiaries. Older beneficiaries in particular, with equal treatment, have a higher delta 
net benefit than under the 10-year term, because they are given more of the buffer to take 
along when they convert. 
Equal treatment of beneficiaries does not affect active and former members. The graph 
shows that, even with an equal distribution of the buffer, the delta net benefit outcome for 
all benefit recipients is higher than for most active members. 
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Figure 9. Impact of equal treatment of beneficiaries upon conversion
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7.6	 Sensitivity analysis of various coverage 
ratios

The effects shown in the previous sections are all based on the base case in which the cov-
erage ratio is 120% at the time of transition. Calculations were also carried out with higher 
and lower coverage ratios: 135% and 106% respectively. The results of these calculations 
are presented in Appendix 4.

Under the current scheme, a high coverage ratio means that there is a high probability of 
keeping up with inflation for several years, which is positive for real pension benefits. For 
the new scheme, a high conversion coverage ratio means that a large amount can be dis-
tributed to all members immediately. For pension beneficiaries, this means higher benefits 
at the start, while for other members, it means that their personal assets at the start of the 
new scheme are higher than with a lower conversion coverage ratio. 
The reverse occurs with a low coverage ratio. Under the current scheme, this means that 
no or little indexation can be granted for an extended period of time. In the new situation, 
this means that less or no buffer can be distributed at the start of the new scheme.
The average expected pension benefits are higher for all members in the expected scenario 
even with different coverage ratios when switching to the new scheme. The net benefit 
effects move within bandwidths acceptable to social partners.

7.7	 Sensitivity analysis of various interest 
rate scenarios

In the base case, the calculations are based on the yield curve• as of 1 January 2024. 
During the transition to the new scheme, a different yield curve may apply. This sensitivity 
analysis was carried out by applying an interest rate shock of +1 percentage point and -1 
percentage point on the yield curve of the base case. This assumes an equal coverage ratio 
of 120%. This means that when interest rates are higher, there are fewer total assets, and 
when interest rates are lower, there are more assets. Interest rates will also affect the 
distribution of personal capitals at the start of the new scheme: when interest rates are 
lower, relatively more assets go to younger members, and when interest rates are higher, 
relatively fewer assets go to young people. Appendix 5 shows the results of the sensitivity 
analyses. 

•	 The yield curve describes the risk-free interest rate, as published by DNB, to be used for the various cal-

culations. This yield curve shows the different interest rates for different maturities.



TNO Transition plan – Dutch Future Pensions Act   |  34  |

In terms of the pension value (net benefit), a rise in the yield curve is less favourable for 
most members, while a fall in the yield curve is more favourable. The effects move with-
in ranges acceptable to social partners. The average expected pension benefit shows a 
slightly different picture. For the expected scenario, lower interest rates are less favourable 
for beneficiaries and higher interest rates are more favourable compared to the current 
scheme. For some of the active members, the new scheme actually comes out slightly 
more favourably compared to the current scheme at lower interest rates. In any case, for all 
yield curves used, in the expected scenario, all members have a higher average expected 
pension benefit than under the current scheme. 

A side note to this sensitivity analysis is that this is mainly about the direction of the effects 
and not necessarily the actual effects. This is because if interest rates fall, the coverage 
ratio is likely to fall, leaving less to distribute at the start of the new scheme. When interest 
rates rise, the reverse happens.• 

7.8	 Bandwidths of quantitative measures 
transition effects

In appendix 6, ‘Bandwidths for quantitative measures of transition effects’, bandwidths for 
the net benefit outcomes and for the outcomes of the average expected pension benefits 
in the bad-weather scenario, expected scenario and good-weather scenario are included 
for each member group and 5-year age cohort. These bandwidths were established in the 
context of complete decision-making so that reasonably foreseeable circumstances do not 
require further decision-making.

The bandwidths were arrived at using the following steps:
1.	 First, a number of main rules were established, partly as a basis for balancing;
2.	 A translation was then made from the main rules to an initial set of bandwidths;
3.	 Finally, with the results of the sensitivity analyses, the set of bandwidths was tightened 

where necessary and finalized.

The main rules used regarding bandwidths are:
•	 Delta net benefit: the mutual difference in delta net benefit between the largest share 

of benefit recipients and the largest share of active members should not exceed ap-
proximately 5 percentage points at inflation rates between 120% and 106%. At higher 
coverage ratios, this mutual gap may increase to approximately 10 percentage points at 
the 135% conversion coverage ratio.

•	 Delta net benefit: different outcomes are expected to arise for the youngest group of 
active members, for the oldest group of pension beneficiaries and for some of the for-
mer members, due to the specific characteristics of these groups. This will be taken into 
account when establishing these specific bandwidths. 

•	 Average expected pension benefits: for all members (beneficiaries, active members and 
former members), at all inflation rates in the expected scenario, the new pension plan 
should yield a better result in terms of average expected pension benefits than the cur-
rent pension plan. 

•	 Average expected pension benefits: for beneficiaries and active participants, a band-
width of up to approximately 15 percentage points is acceptable per 5-year age cohort 
in both the expected scenario and the bad-weather scenario. A broader bandwidth is 
accepted for former members.

•	 A fixed coverage ratio of 120% has been calculated. Pf TNO has hedged 80% of the liabilities’ sensitivity 

to interest rate changes. As a result, a change in interest rates has a more limited effect on the coverage 

ratio, but the effect is still substantial. With a 1 percentage point increase in interest rates, the coverage 

ratio rises from 120% to 127%, and with a 1 percentage point decrease, the coverage ratio falls from 

120% to 114%..
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If the results on the transition date fall within the bandwidths, the transition can take place 
based on the agreements set out in this transition plan and without further decision-making 
from the social partners.

If the results do not fall within the bandwidths, a reconsideration by social partners will be 
necessary to assess whether there is a balanced transition and if coordination with Pf TNO 
should take place. For social partners, the fact that results fall outside the bandwidths due 
to changed circumstances does not automatically mean that the transition is not balanced. 
It does give cause to reassess the balance of the transition at that time. Agreements on 
monitoring conditions (including coverage ratios) are described in chapter 5.4.
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Social partners went through an extensive and careful process over the past 2 years to 
agree on the new pension scheme and the transition to this new pension scheme. With all 
the agreements made by social partners in consultation with Pf TNO, we believe we can 
achieve a balanced transition for all our members at coverage ratios of 106% to 135%. In 
doing so, we will comply with the new legislation and do justice to our own ambition and 
transition objectives as formulated in section 3.1. 

A conscious decision was made to keep the transition simple and to arrive at a single, co-
herent scheme that is as transparent as possible. Social partners request Pf TNO to convert 
existing pension entitlements• from the current scheme to personal capitals in the new 
scheme at the transition time. With social partners’ choice to convert the existing pension 
rights and liabilities, part of the collective assets can be used to achieve a more balanced 
transition. We will highlight some of the considerations in this regard. 

Filling the solidarity reserve with at least 2% of assets at the start (and 5% of assets in the 
base case) will ensure a robust start under the new scheme. Social partners consider this 
balanced because it significantly limits decreases in nominal benefits during economically 
bad years. Completing the entire solidarity reserve also has advantages for active and for-
mer members because less return is needed to further fill the solidarity reserve and the 
likelihood of additional earnings from the solidarity reserve is increased.

The elimination of the average system leads to a disadvantage for some of the active mem-
bers that is not fully offset by the positive effects of the transition. Social partners believe 
that compensating 1.5% of total assets adequately offsets this disadvantage and results in 
a balanced transition. 

By treating beneficiaries equally upon conversion, social partners believe that a more ex-
plainable transition is created, which is also in line with the situation that in the new scheme, 
all beneficiaries will receive the same annual adjustment to their benefits. 

The indexation gap was also considered when designing the new scheme and assessing its 
balance. All calculations comparing the new scheme with the current scheme include the 
probability of catch-up indexation in the current scheme. The results of this comparison in 
terms of net benefit indicate that the new scheme works out better for pension beneficiar-
ies than the current scheme and also that, on average, this positive effect is greater than 
for the group of active members. 
In addition, in 2022 and 2023, in anticipation of the transition to the new scheme, Pf TNO 
made a conscious decision to make maximum use of the governmental indexation decree. 
As a result, pensions have been indexed by over 9% (2.19% and 7.00% respectively) more 
than would have been possible under the rules of the current scheme and the overall index-
ation gap is currently limited. For a balanced transition, there is no reason to further offset 
the indexation gap. 

Social partners, as described in this transition plan, have looked at many comparisons be-
tween the current and the new scheme. In this process, social partners looked at the pre-
scribed scenarios that simulate future situations in various conditions. Social partners have 

8	 Accountability for 
balance of transition 
agreements

•	 The only exception is net pensions, for which this is not legally possible. As indicated in section 4.3, a 

suitable solution is still being sought for this. 
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also paid close attention to whether the effects of the new scheme and the transition are 
also balanced between various distinguishable groups. The results show that for almost all 
members, the transition to the new scheme is favourable in the base case.
The agreements described in this transition plan with regard to the new pension scheme 
and the conversion will achieve the ambition and transition objectives formulated in section 
3.1.

Ambition/transition objective Achieved

Ambition to achieve a pension benefit at retirement age of 75% of the average inflation-
adjusted pension base during accrual (at 43 working years).         

Pursuing an indexed pension. In other words, the aim is to keep up an average of 2% 
inflation per year after the pension benefits have commenced.         

At the time of transition, active members, former members and pension beneficiaries do 
not lose out compared to the current scheme: the perspective for active members and 
former members is at least the same, and the benefit of pension beneficiaries remains at 
least the same.

        

We aim to provide stable pension benefits. We want to limit reductions in pension benefits. 
Pension benefits are, however, expected to rise more frequently under the new scheme.         

There must be no unbalanced differences between member groups during and after 
transition.         
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After final adoption by social partners, the transition plan will be published on the fund’s 
website. The pension fund will provide communication to members according to the com-
munication plan.

9	 Communication
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The decisions of the social partners as described in this transition plan also have an impact 
on the accrued pension entitlements and rights of the members of voluntarily affiliated 
employers. Pursuant to the Implementation Agreement, voluntarily affiliated employers are 
subject to Pf TNO’s Articles of Association, regulations and other applicable schemes as 
they read at the start of such voluntary affiliation and are amended thereafter.• In addition, 
all amendments to the pension agreement or the pension regulations or the regulations 
for extra pension, net pension and temporary old-age pension for the voluntarily affiliated 
employer and its employees will automatically take effect on the date specified in the TNO 
pension agreement or Pf TNO regulations.•• This applies in particular to the request from 
social partners to Pf TNO for collective value transfer of accrued pension entitlements and 
pension rights to the amended pension scheme referred to in the Wtp. 

The proposed new pension scheme will therefore also apply to currently voluntarily affiliat-
ed employers with effect from the planned transition date on 1 July 2026. In line with this, 
the accrued pension agreements and entitlements of the members of the relevant employ-
ers will be transferred to the new pension scheme on the transition date.

In the event that a voluntarily affiliated employer no longer wishes to participate in Pf TNO’s 
(new) pension scheme, the voluntarily affiliated employer must inform Pf TNO of this no 
later than three months before the transition to the new scheme. From the transition date, 
scheduled for 1 July 2026, there will then be no new pension accrual for active members 
of the relevant voluntarily affiliated employer. The risk coverages under the (new) pension 
scheme will also cease as of this date. This is without prejudice to the fact that, pursuant to 
the administration regulations, the pension entitlements and pension rights already accrued 
by the members of the relevant voluntarily affiliated employer will be transferred to the new 
pension scheme as of the transition date.

10	Voluntarily affiliated 
employers

•	 Consideration 7 and section 1, paragraph 8 of the implementation agreement. 

••	 Section 1, paragraph 8 of the implementation agreement.
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Findings resulting from the Right to be heard 

Appendix 1 Right to be heard
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Response of Social partners to findings 
resulting from the Right to be heard

The social partners thank eTNOs for its efforts in exercising the right to be heard and the 
consultations that preceded it.

The response from eTNOs will be included in the Transition Plan, as will the response of the 
Social Partners (SPs) below.

The transition from the existing pension system (nFTK) to a new system (Wtp) is unique. 
For this reason, the SPs feel the need to start with some general, overarching comments, 
which are necessary to make sense of the elaboration of the Transition Plan and the re-
sponse from eTNOs.

General criteria
1.	 The current pension system is a defined benefit scheme. This means that participants 

have an entitlement to pension benefits. To guarantee this benefit now (for pension ben-
eficiaries) and in the future (for active members and former members), the system has 
a buffer, represented in the funding ratio. Therefore, this buffer does not belong to indi-
viduals or to a specific group of individuals but is for the purpose of the operation of the 
system, in particular guaranteeing present and future entitlements.

2.	 The new pension system is a contributory scheme, in which the entitlements of all 
members are reflected in a personal capital. How this capital leads to a payout depends 
on premium contributions and investment policies and, therefore, on general economic 
conditions. This poses the risk of fluctuations in individual capitals that are greater than in 
the current system. This also puts the (expected) benefits at risk of greater fluctuations. 

3.	 The transition from a defined benefit scheme to a premium scheme with personal capital 
should be balanced for all members. This means that groups of members are not unduly 
advantaged or disadvantaged.

4.	 An important reason for the transition to the nFTK to Wtp is to limit wealth transfers 
between various members and groups of members. The nFTK does not, for example, 
differentiate investment policies for different groups of participants, while investment 
horizons and risk appetite do in fact differ among groups of members. The operation of 
the buffer in nFTK is also leading to asset transfers between current and future pension 
beneficiaries. These imbalances are eliminated through the Wtp. 

Below, points raised by eTNOs are discussed, following the structure of 
the summary from the response from eTNOs.

A.1. Have the interests of pension beneficiaries been adequately addressed? 

The SPs are of the opinion that this is the case.
•	 As of 2022, eTNOs has been involved in and present at the workshops on the new 

pension system, separate consultations with representatives from TNO and separate 
consultations with the Works Council. Interim decisions by the SPs were also explained 
and responses to them were received from eTNOs to the SPs, the Works Council and 
TNO. This is all as shown in Appendix 1 of the response from eTNOs to the transition 
plan. 

•	 In this long run-up to the Transition Plan, there has been a continuous effort to gain 
greater insight, more knowledge, based on calculations. These developments were also 
shared in the above-mentioned consultations. In all of the developments, the outcomes 
were always tested against the interests of all participant groups (active members, pen-
sion beneficiaries and former members).
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•	 The effort of eTNOs has influenced the present Transition Plan. For this, we refer to, 
among others, sections 2.3 (purchasing power maintenance in the ambition) and 4.4.5 
(collective benefit phase) of the Transition Plan. 

A.2 Does the plan provide sufficient guarantees of and purchasing power for retirement? 

The SPs are of the opinion that this is the case. 
•	 Section 3.1 formulated inflation as the ambition of the new pension plan. Section 7.1 

indicated that calculations show that representative people aged 68 and 75 are expected 
to be able to keep up with this ambition. 

•	 As stated in the general principles, the Wtp has a higher risk of benefit fluctuations than 
the current system. Here, the allocation of returns is independent of inflation (high or 
low). One of the transition objectives (section 3.1) is to pursue stable pension benefits 
and limit the reduction of pension benefits. Appendix 4 of the transition effects shows 
that the delta net benefit outcome for pensioners is generally better than that of other 
members. In addition, it appears that under the new system, the average real pension 
benefit for pension beneficiaries is higher than under the current system. The same is 
true for most pension beneficiaries in the so-called bad-weather scenario. This is due 
to the operation of the solidarity reserve, which is used almost exclusively to stabilize 
pension benefits.

A.3 Are the transition effects insightful and balanced? 

The SPs are of the opinion that this is the case. 
•	 The impact of eliminating the average system is part of the transition objectives (section 

3.1), the elaboration of which is described in detail in Chapter 6, as well as how the tran-
sition effects were assessed. 

•	 Financing the compensation for the abolition of the average system from the buffer fits 
with the general principle that the existing buffer is not owned by one specific group of 
members (pension beneficiaries) and that the transition does not unduly disadvantage 
one group of members (the members disadvantaged by the abolition of the average 
system). The compensation for the abolishment of the average system is a direct con-
sequence of the transition to the new system, so it is logical that it should be financed 
from within the scheme itself.

•	 Calculations of transition effects (chapter 7) compare the new scheme with the current 
scheme. The current scheme includes the probability of paying catch-up indexations. In 
that comparison, the new scheme is more favourable than the current scheme.

•	 The balancing framework (section 3.2) indicates that the additional indexation in 2022 
and 2023 should be considered based on the surcharge under the governmental decree 
on indexation. Justification for this is provided in chapter 8. 

•	 The choice of a spread period for inversion of 10 years is elaborated on in section 7.5.

B.1 and 2 Transition effects are insufficiently understood. 

The SPs do not share this view. 
The distribution of the buffer and its effects are shown in the chapter 7 Transition effects. 
The net benefit effects presented herein show a positive effect of the transition to the new 
system for all participants (figure 5). The average expected pension benefit relative to the 
current scheme shows a plus for all members in the expected situation. The younger par-
ticipants show a higher outcome, but this is offset by a lower outcome in the bad-weather 
scenario (figures 6 and 7). This development is consistent with the point made under the 
general principles that outcomes in the benefit can increase, both positively and negatively. 
For pension beneficiaries, the goal is to provide the most stable benefit possible. 
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C.1 and 2 Fundamental imbalance, disproportionate benefits to young people and uneven 
bandwidths. 

The SPs do not share this view. 
•	 The effects on young active participants, their opportunities and risks were discussed 

previously under B. For a balanced comparison between age cohorts, the results of 
the delta net benefit calculations provide a clearer picture, because they also include 
risk: pension beneficiaries are at low risk (partly due to the operation of the solidarity 
reserve), while younger people are at higher risk.

•	 In response to eTNOs’s comments, the final Transition Plan provides more detail on the 
creation of the bandwidths.

C.3 Unequal burden sharing and use of pension beneficiary pension capital. 

The SPs see this fundamentally differently. 
•	 As formulated under the general principles, there are no assets earmarked for mem-

bers, and therefore the fund assets do not belong specifically to pension beneficiaries. 
The SPs, taking into account the interests of all members and after a careful process of 
consideration, have worked out the present distribution of fund assets.

In conclusion
The Social Partners regret eTNOs’s negative assessment of the Transition Plan, particularly 
in light of the extensive consultations and information and calculations shared, prior to the 
hearing rights period. With the above responses to eTNOs’s response regarding the right to 
be heard, the SPs hope that eTNOs has gained a greater and better understanding of the 
choices made. In response to eTNOs’s response, the Transition Plan has been modified – a 
more comprehensive explanation of the bandwidths has been provided. The SPs see no 
reason to make substantive adjustments to the Transition Plan beyond those already made 
at an earlier stage as a result of comments and opinions provided by eTNOs. 
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In a number of iterations, social partners together with Pf TNO drew up a number of basic 
principles/assumptions that served as the basis for the objectives and preconditions in the 
transition to the new pension scheme. These basic principles/assumptions are:

1.	 A good pension at acceptable costs
•	 Basic principle ambition: keep the same as the current 70% average pay scheme. 

This corresponds to a replacement ratio of 75% (for 43 years of service). 
•	 Basic principle premium: keep the same as the current scheme of 20.34% of pen-

sionable salary. This corresponds to approximately 26% of the pension basis.
•	 No short-term increase in employee premiums•

•	 Aim for an indexed pension (for all members): i.e. it is possible to move sufficiently 
in line with an average inflation rate of 2% per year in the benefit phase.

2.	 A pension that fits the life cycle of TNO employees.
3.	 Protect pension entitlements of members close to retirement.
4.	 Pursuing a stable pension benefit: the probability of a decrease in the pension benefit 

comparable to the current scheme
5.	 Preventing the reduction of capitals and pensions in advance of conversion (unless it 

cannot be otherwise due to the market situation).
6.	 Retain the following solidarity aspects that are also included under the current scheme: 

•	 Surviving dependants’ pension
•	 Work disability pension
•	 Sharing micro and macro longevity risks.••

7.	 Limit the size of the solidarity reserve under the new scheme.
8.	 The new pension scheme and transition must be explainable and transparent.
9.	 Only current and future value under the current and new schemes are compared. 
10.	 The effect of the elimination average system, namely that an older employee will ac-

crue less pension towards the future for the same contribution, must be compensated. 
11.	 Missed indexation is important to factor into the balance analysis. This analysis should 

also include the additional indexation in 2022 and 2023, as these were made possible 
by the intention of conversion and the governmental decree.

12.	 Members must carry at least the value of existing entitlements in the current contract 
(VPV). 

13.	 Trying to limit redistributive effects in the new scheme.
14.	 Impacts resulting from the new scheme will not be compensated (not to be confused 

with impacts due to conversion). 

Appendix 2 Basic principles 
of the new pension scheme 
and transition

•	 This is determined in part by the ratio of the employer and employee premiums and by the operation of 

the current non-contributory base. As such, this objective is outside Pf TNO’s sphere of influence.

••	 Following analyses, the decision was made not to collectively absorb macro longevity risk..
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Base case
In many calculations in the transition plan, the basic principle is the so-called base case. In 
the base case, the following basic principles are assumed:
•	 Conversion coverage ratio 120% (equal to the current coverage ratio as at 1 January 

2024);
•	 DNB scenario set Q1 2024;
•	 Yield curve equal to the RTS of 1 January 2024;
•	 List of members as of 1 January 2024;
•	 Compensation of the abolition of the average system of 1.5% of the total assets;
•	 Spread period of 10 years upon conversion;
•	 When distributing the conversion coverage ratio, all beneficiaries are treated equally;
•	 From the outset, the solidarity reserve will be filled with the maximum percentage of 

5% of assets;
•	 The operating reserve amounts to 1% of the assets;
•	 Minimum Required Equity Capital is 1% of assets.

Table 1. Solidarity reserve in the new pension scheme

Table 2. Benefit policy in the new pension scheme

Appendix 3 Assumptions 
and estimates in 
calculations 

Part Design

Amount at start Depends on the coverage ratio on transition date. 
Minimum 2% increasing to 5%

Maximum amount 5%

Filling solidarity reserve 7% of excess returns (of all members)

Distribution at maximum size of 
solidarity reserve

Above the maximum of 5%, the excess will be 
distributed by means of the excess return

Distribution for purposes of soli-
darity reserve 

Maximum of 20% of the available assets in the 
solidarity reserve per year.

Part Design

Projection returns RTS

Excess return spread 3 years; without memory

Benefit phase Collective
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This appendix shows the net benefit effects and average expected pension benefits for 
pension beneficiaries, active members and former members at different conversion cov-
erage ratios: 106%, 120% (base case) and 135%. Of the average expected pension ben-
efits, the expected scenario is shown (the outcome in which exactly half of the scenarios 
produce a better (or worse) result), the bad-weather scenario (the outcome in which 95% 
of the scenarios produce a better result) and the good-weather scenario (the outcome in 
which 5% of the scenarios produce an even better result).
Each of the following figures shows the delta between the outcomes of the current scheme 
and the outcomes of the new scheme. A positive value means that the new scheme offers 
better results than the current scheme. Several factors come into play when interpreting 
the graphs. With a high conversion coverage ratio, a significant part of the available buffer 
can be allocated to the members. For pension beneficiaries, this means an immediate in-
crease in benefits. On the other hand, with a high coverage ratio, the current scheme is also 
favourable, because it is likely to allow a large portion of the inflation to be granted annually. 
With a low coverage ratio, the reverse is true. Under the current scheme, however, if the 
coverage ratio is low, indexation cannot take place and the likelihood of indexation in the 
first few years is also limited.

The graphs shown have the year of birth as the X-axis. The calculations refer to the situation 
as of 1 January 2024. 

Net Benefit
Figure 10 shows that the net benefit of the new scheme for pension beneficiaries is better 
than under the current scheme. At a conversion coverage ratio of 106%, the benefit to old 
pension beneficiaries is limited. One explanation for this is that the current scheme for 
older pensioners is relatively favourable. With a low coverage ratio, the likelihood of having 
to reduce benefits is quite high. However, it takes several years for a reduction to occur. 
The chances of very old pensioners experiencing this are limited. In the new scheme, re-
ductions will be more rapid. 

Figure 10. Net benefit at various conversion coverage ratios for pension beneficiaries
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Appendix 4 Transition 
effects at other coverage 
ratios



TNO Transition plan – Dutch Future Pensions Act   |  55  |

Figure 11 shows the net benefit effects for active members at various conversion coverage 
ratios. A generic picture is that the new scheme for young active members (born after 1990) 
is very positive. This can be partially explained by the relatively high likelihood of leaving 
TNO. This means that active members are likely to continue as sleepers after a number 
of years. Due to the relatively large share of returns they receive in their first years as ac-
tive members due to the allocation rules in the new scheme, they accrue capital relatively 
quickly, leading to a better pension compared to the current scheme. A high conversion 
coverage ratio favours older actives because they have relatively large amounts of capital 
that is increased by a significant percentage. For the year of birth of around 1989, a high 
conversion coverage ratio is relatively unfavourable. The main reason is that this group has 
still accumulated relatively little capital, limiting any percentage increase in absolute terms 
(relative to the final pension). The current scheme provides a relatively high number of ben-
efits for this group, because by the time they retire, the coverage ratio is likely to be very 
high. In the current scheme, this leads to a high probability of full indexations.

Figure 11. Net benefit at various conversion coverage ratios for active members
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Figure 12 shows the results for former members. In the base case, the new scheme for 
birth years between 1977 and 1995 has limited disadvantages compared to the current 
scheme. A high conversion coverage ratio is favourable for all former members, while a low 
conversion coverage ratio is unfavourable for all former members.

Figure 12. Net benefit at various conversion coverage ratios for former members
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Average expected pension benefit
The average expected pension benefit looks at the average benefit over the entire (remain-
ing) benefit period. This is the real benefit, so it is adjusted for inflation. For each member 
group, median, bad-weather and good-weather results are shown. Here as well, the graphs 
relate to the delta (what is the indexed average pension in the new scheme compared to 
what it would be if the current scheme continued?).

Figure 13. Average expected pension benefit, pension beneficiaries; expected scenario (median)
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Figure 14. Average expected pension benefit, pension beneficiaries; bad-weather scenario (5th 
percentile)
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Figure 15. Average expected pension benefit, pension beneficiaries; good-weather scenario (95th 
percentile)
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Figure 16. Average expected pension benefit, active members; expected scenario (median)
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Figure 17. Average expected pension benefit, active members; bad-weather scenario (5th percentile)
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Figure 18. Average expected pension benefit, active members; good-weather scenario (95th 
percentile)
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Figure 19. Average expected pension benefit, former members; expected scenario (median)
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Figure 20. Average expected pension benefit, former members; bad-weather scenario (5th percentile)
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Figure 21. Average expected pension benefit, former members; good-weather scenario (95th 
percentile)
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The following graphs show the results for all member groups in the base case and in a 
situation with a higher (+1%) and a lower (-1%) yield curve. The conversion coverage ratio 
in these calculations is 120%. This charts the effect of interest rates but does not do full 
justice to the actual situation that will arise if interest rates actually change from the 1 Jan-
uary 2024 yield curve. If interest rates fall, this will also lead to a decrease in the coverage 
ratio, leaving a smaller buffer to distribute and vice versa when interest rates are higher. 

Net Benefit in case of interest rate shocks

Figure 22. Impact of interest rate shocks: net benefit pension beneficiaries
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Figure 23. Effect of interest rate shocks: Net Benefit for Active members
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Appendix 5 Transition 
effects with other interest 
rate scenarios
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Figure 24. Effect of interest rate shocks: Net Benefit of Former members
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Average expected pension payout in case of interest rate shocks

Figure 25. Average expected pension benefit, pension beneficiaries; expected scenario (median) 
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Figure 26. Average expected pension benefit, pension beneficiaries; bad-weather scenario (5th 
percentile)
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Figure 27. Average expected pension benefit, pension beneficiaries; good-weather scenario (95th 
percentile)
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Figure 28. Average expected pension benefit, active members; expected scenario (median)
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Figure 29. Average expected pension benefit, active members; bad-weather scenario (5th percentile)
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Figure 30. Average expected pension benefit, active members; good-weather scenario (95th 
percentile)
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Figure 31. Average expected pension benefit, former members; expected scenario (median)
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Figure 32. Average expected pension benefit, former members; bad-weather scenario (5th percentile)
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Figure 33. Average expected pension benefit, former members; good-weather scenario (95th 
percentile)
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In the following three tables, the bandwidths for the net benefit outcomes and for the out-
comes of the average expected pension benefits in the bad-weather scenario, expected 
scenario and good-weather scenario are included for each member group and 5-year age 
cohort. These bandwidths were established in the context of complete decision-making so 
that reasonably foreseeable circumstances do not require further decision-making. 

The bandwidths were arrived at using the following steps:
1.	 First, a number of main rules were established, partly as a basis for balancing;
2.	 A translation was then made from the main rules to an initial set of bandwidths;
3.	 Finally, with the results of the sensitivity analyses, the set of bandwidths was tightened 

where necessary and finalized.

The main rules used regarding bandwidths are the following:
•	 Delta net benefit: the mutual difference in delta net benefit between the largest share 

of benefit recipients and the largest share of active members should not exceed ap-
proximately 5 percentage points at inflation rates between 120% and 106%. At higher 
coverage ratios, this mutual gap may increase to approximately 10 percentage points at 
the 135% conversion coverage ratio.

•	 Delta net benefit: different outcomes are expected to arise for the youngest group of 
active members, for the oldest group of pension beneficiaries and for some of the for-
mer members, due to the specific characteristics of these groups. This will be taken into 
account when establishing these specific bandwidths. 

•	 Average expected pension benefits: for all members (beneficiaries, active members and 
former members), at all inflation rates in the expected scenario, the new pension plan 
should yield a better result in terms of average expected pension benefits than the cur-
rent pension plan. 

•	 Average expected pension benefits: for beneficiaries and active participants, a band-
width of up to approximately 15 percentage points is acceptable per 5-year age cohort 
in both the expected scenario and the bad-weather scenario. A broader bandwidth is 
accepted for former members.

If the results on the transition date fall within the specified bandwidths, the transition can 
take place with the agreements as set out in this transition plan and without the need for 
further decision-making from social partners. If the results do not fall within the bandwidths, 
coordination between the Pf TNO Board and social partners will be required to jointly assess 
whether the transition is balanced. The fact that results fall outside the bandwidths does not 
automatically mean that the transition is not balanced, but rather that there is an additional 
assessment moment built in to assess this.

Appendix 6 Bandwidths 
of quantitative measures 
transition effects
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Table 3. Bandwidth for the net benefit

Age cohort Lower limit Upper limit

Active members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

-1.0%
-1.0%
-1.0%
-1.0%
1.0%

-1.0%
-1.0%
-1.0%
2.5%

36.5%
20.0%
10.0%

7.0%
8.0%
9.0%
9.0%
9.0%

10.5%

Beneficiaries 68 to 70
70 to 75
75 to 80
80 to 85
85 to 90
90 to 95
95 to 100

4.0%
4.0%
4.0%
3.5%
2.0%
0.0%
-1.5%

10,5%
11,0%
12,0%
13,5%
14,5%
15,0%
15,5%

Former members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

-19.5%
-18.5%
-17.0%
-14.5%
-11.5%
-8.0%
-3.5%
0.5%
3.5%

28.5%
24.0%
19.5%
16.5%
14.5%
13.5%
13.0%
13.0%
12.0%
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Table 4. Bandwidth for the average expected pension benefit: Median

Age cohort Lower limit Upper limit

Active members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

25.5%
18.5%
13.0%
9.0%
6.5%
5.5%
1.0%
0.5%
3.0%

34.0%
29.0%
22.0%
18.0%
16.5%
15.0%
12.5%
11.0%
13.0%

Beneficiaries 68 to 70
70 to 75
75 to 80
80 to 85
85 to 90
90 to 95
95 to 100

4.5%
4.5%
4.5%
3.5%
2.0%
1.0%
0.0%

11.5%
11.5%
11.5%
12.5%
13.0%
14.5%
14.5%

Former members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

31.5%
23.0%
16.0%
11.0%
8.5%
8.0%
6.5%
3.0%
3.5%

141.0%
120.5%
88.5%
59.5%
38.0%
24.0%
19.5%
15.5%
13.5%
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Bad-weather scenario Good-weather scenario
age cohort lower limit upper limit lower limit upper limit

Active members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

-20.5%
-19.5%
-19.5%
-18.0%
-18.0%
-13.5%
-12.0%
-11.5%
-7.5%

-12.5%
-11.5%
-11.5%
-10.5%
-5.5%
0.0%
2.5%
4.0%
4.0%

208.0%
156.0%
126.5%
104.5%
76.5%
54.5%
35.5%
26.5%
23.5%

254.0%
219.5%
179.0%
152.0%
132.0%
108.5%
83.0%
66.0%
52.5%

Beneficiaries 68 to 70
70 to 75
75 to 80
80 to 85
85 to 90
90 to 95
95 to 100

-1.5%
-1.0%
1.0%
3.0%
1.5%
0.0%

-2.0%

4.5%
6.5%
9.0%

11.0%
12.5%
14.5%
14.5%

21.5%
16.0%
11.5%
8.5%
5.5%
3.0%
0.0%

42.5%
40.0%
32.5%
27.0%
22.5%
19.0%
16.5%

Former members 25 to 30
30 to 35
35 to 40
40 to 45
45 to 50
50 to 55
55 to 60
60 to 65
65 to 68

-76.0%
-73.0%
-66.5%
-56.0%
-42.0%
-27.5%
-16.0%
-12.0%
-6.5%

-58.0%
-53.0%
-44.5%
-35.5%
-22.5%
-9.0%
0.0%
3.0%
2.5%

622.5%
435.0%
290.0%
186.0%
114.5%
70.5%
42.5%
27.0%
23.5%

1505.0%
1,164.5%

747.0%
450.0%
270.0%
167.0%
113.5%

77.5%
54.5%

Table 5. Bandwidth for the average expected pension benefit: bad-weather and good-weather scenario
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Appendix 7 Surviving 
dependants’ pension

The following table provides further insight into the effects of the transition to the new 
insurance for the surviving dependants’ pension as described in section 4.2.1, Explanation 
of Surviving Dependent’s Pension, for a number of representative people. 

The table compares the projected current surviving dependent’s pension based on both 
accrual and insurance, with the new surviving dependent’s pension based on insurance 
only. The comparison is based on:
•	 Age
•	 Salary
•	 # of years at TNO (i.e. NP already accrued and number of years yet to accrue)

The participant retains the entitlements already accrued upon transition and these are 
therefore in addition to ‘NP new’. This combination makes the situation on transition date 
more favourable for most participants than the current one.

Age Salary Accrued To be accrued Total OP NP current NP new

25 € 25,000 € 500 € 6,112 € 6,612 € 5,289 € 8,750

25 € 30,000 € 500 € 9,874 € 10,374 € 8,299 € 10,500

25 € 40,000 € 800 € 17,399 € 18,199 € 14,559 € 14,000

35 € 40,000 € 3,500 € 13,353 € 16,853 € 13,482 € 14,000

35 € 50,000 € 5,000 € 19,128 € 24,128 € 19,302 € 17,500

35 € 70,000 € 6,500 € 30,678 € 37,178 € 29,742 € 24,500

45 € 40,000 € 6,000 € 9,307 € 15,307 € 12,245 € 14,000

45 € 50,000 € 10,000 € 13,332 € 23,332 € 18,665 € 17,500

45 € 50,000 € 2,000 € 13,332 € 15,332 € 12,265 € 17,500

45 € 80,000 € 15,000 € 25,407 € 40,407 € 32,325 € 28,000

60 € 50,000 € 20,000 € 4,637 € 24,637 € 19,710 € 17,500

60 € 80,000 € 35,000 € 8,837 € 43,837 € 35,070 € 28,000

60 € 120,000 € 55,000 € 14,437 € 69,437 € 55,550 € 42,000
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Social partners
Social partners
TNO’s social partners are: the TNO Board 
and the Works Council

Member
Any employee, former employee or pen-
sioner of TNO or one of the voluntarily af-
filiated employers who currently receive 
benefits from the TNO Pension Fund or 
will receive benefits from the TNO Pension 
Fund in the future. Because the pension 
fund also pays out a surviving dependants’ 
pension, partners and children are also 
members (within the limitations of the sur-
viving dependants’ pension).

Former member
A former member, also known as a sleep-
er, is a member who no longer actively ac-
crues pension with the pension fund and 
has not yet reached retirement age, but 
whose previously accrued entitlements still 
exist with our pension scheme.

Pension beneficiaries
Member for whom the retirement pension 
has commenced under the pension agree-
ment.

Beneficiary
Member receiving an old-age or surviving 
dependants’ pension. 

Provisional Pension Liability
Reserved provision equal to the capital re-
quired to meet the pension liability in the 
future. 

Returns reserve
This is the returns set aside from the total 
return to protect the member against inter-
est rate risk.

Excess returns
Excess return is the total return achieved 
minus the allocated returns reserve.

Coverage ratio
The coverage ratio indicates whether a 
pension fund has sufficient cash on hand to 
meet its liabilities. In other words, whether 
the fund is capable of paying out pensions 
now and in the future. The coverage ratio is 
expressed as a percentage. 

Average system
The average system is the combination of 
a time-proportional pension accrual with an 
age-independent (average) pension con-
tribution. All mandatory industry pension 
funds and occupational pension fund ad-
ministrators are still required to apply this 
average system under the current scheme. 
Under the new pension scheme, pension 
accrual is only possible in contribution 
schemes with age-independent contribu-
tions.

Conversion
Conversion is the decision to start applying 
the new pension rules also to pension enti-
tlements accrued (including in the past) and 
pension rights. This ensures keeping the 
old and new pensions together. To be able 
to convert, existing pension entitlements 
and pension rights must be converted into 
‘personal pension assets’ under the new 
pension scheme.

Age cohorts
An age cohort is a group of people in a cer-
tain age interval, e.g. 25-30 years.

Lifecycle investing
Lifecycle investing is a form of investment 
in which the risk profile of the investment 
portfolio for the member based on age 
changes. As the member gets older (and 
closer to retirement age), the overall risk 
of that individual investment portfolio is re-
duced. The rationale behind this is that, as 
the member ages, the member is less like-
ly to be able to recoup any investment loss-
es in the time remaining until retirement.

Appendix 8 Glossary
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Surviving dependants’ pension
A surviving dependants’ pension is the pen-
sion received by the surviving partner and 
any children as a result of the member’s 
death. The benefit to the children is called 
orphan’s pension. The benefit to the partner 
is called partner’s pension. The partner and 
any children receive the surviving depend-
ants’ pension from the time of the mem-
ber’s death: partner’s pension is almost 
always paid for life, while orphans’ pension 
is paid up to a certain age: under the new 
pension scheme, it is up to 25 years.

Pensionable salary
The pensionable salary is that part of the 
salary that counts towards pension accru-
al. At TNO, this is the gross monthly salary 
plus holiday pay and 13th month.

Pension basis
The pension base is the part of the salary 
on which additional pension is accrued. The 
pension base refers to the pensionable sal-
ary less the deductible. The franchise refers 
to the first part of the salary, over which no 
supplementary pension is accrued through 
the employer, because the state pension 
(from the government) already provides for 
an employee’s total pension provision for 
this part.

Pension premium
Pension contribution is the amount that 
employer and employee jointly contribute 
to fund the old-age and surviving depend-
ants’ pension. The total pension contribu-
tion consists of an ‘employer’s share’ and 
an ‘employee’s share’. The total premium is 
paid by the employer to the pension pro-
vider.

Standard method
There are two conversion methods avail-
able for converting existing pension enti-
tlements and pension rights into personal 
pension assets upon conversion: the VBA 
method and the standard method.
The default method has been designated 
as the ‘default method’. The pension fund 
itself chooses which method it wishes to 
use when converting. If the fund is going 
to use the VBA method, it must justify why 
that method is more appropriate.
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