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Conmittee on strati.ve and
ses

t. The Ad.vl" 6ory Comittee on Administrative and. Pydeetary Questlons has consld.ered
the annue,l report of the Joint Staff Pension Soardl/ vhich contalns, 1n addltlon to
the usual statlstical and. fiuenclal lnforration relatirg to the olera,tlon of the
Fund. durlng the ye€'I ended. JO Septenber L)6J, and" the report of the goard of
Audltors thereon, Eeveral- xecom!.end.at1oos fo? actLon by the Gener€l Assembly vhlch
rrcre fonnuLated. by the Joint Staff Pension Board at 1te trieLfbh session held 1n

Paris from fj to 24 Jufy f964. I'loe Advlsory Co?nlnlttee coosldered in coajuactlon
with thls report a statenent by the Secreta4r-General (l/C.l/rcn) on beha]-f of
the executive heads of the member organlzatioD6 of the Fund (wftn tne exception of
the laternational Civll Auiation Orgaoizatlon (fCaO), vhose Cou!.ctl- has still to
conoider the natter ) relatlng to the tllo principal recorurenda,tlons of the Board,
and reporbs by the Fuitdrs consulting actuary, and. the Cormlttee of Actuarle s

appolnted by the Secreta.ry-General to advise the 3oard., on fc4rr alterratlve
actua"ial valuatlons of, the Fund carxled out during 1p64.
2. f'he reco@aendations for vhich the app"oval of the Geberal Asse!0bly 1s
requested- by tbe Board eay be surmarized. as fol].or+s:

(a) n cfrange 1n the level of base pensionable remr.uxeration from the p"esent
nid.-point between the gross and the net safaly, known as half-gross
to the gross salary level;
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(b) A systematlc arrengement for tbe adJustment of penslons ln payment,

based on cost-of-l-1v1!g rnovements as reflected. ln the lost adJust&ent
element ln the pensiors,bl-e renrmeration of servlng sta.ff in the
Professlonal- categosXf, to replace the 1- per cent per annum lucrease
nhlch haB been authorlzed by the General Asse!3bly as a proirlslonal
lIreasure durlng the ]-ast three years;

(c) a cnange 1n the condltlonE of. euglbll-ity for beneflts of thelrlAowers
of deceased. fenale partlclpatts or tr)e!.slobers;

(a) nn lncrease ln ntnl":nu:n penslonsj
(.) Cerlaln rnlnor arnendments to the Regul€,tlons d.esigned, ln the naln,

to recluce hsrdship Ln certaln eventualltles and havlng no slgnlflcalt
cost lmplicatLoEs.

Level of penslonabfe refiune"at lon

3. The p"oposal- to ralse the level of penslonable reuurf,er€,tion from the
half-grose to the fu11--gross basls rests essentlalJy on the co[clueion reached.

by the Penslon Review Croup 1n 1960, Xine|t there 1s "a cIea,r case 1n pxlaclpl-e
for using a gross scal-e for lenalon purposes ...tt. The Pe]lsion Review Group

conslclered lt an anon8ly that ln the Unlted Nations fam1ly of organLzatlons,
pensions vere based. on a net seterXr exenpt from tax"lrherceas the pensions
themselvee were subJ ect to tax. At the sa,ne tlme, outsid.e the6e organlzations,
pensioaable reEulefatlon ras nomally, alld p"obably lnvarlabIy, based on

2gross Bay.-
4. fhe pen$ion Revielr Group trres, borrever, unable to reco@lend the imeiliatB
llelementation of the fi:J-l-grods fomdula largely because on].y tno orga&tzatLons
(Uni.tea Nations aad. ICIO) app1ied a gross sa,larXr systern and because 1t consldered
that thelr gross seal-es at that tllre nouLd be too h1@ a,s the base for lensionable
reuuneratlon havlng regard to cmparab].e outside €roEB 1eveL6. It accozdlngl y

"ecomend.ed- 
a move frcm. net to hp.l f-8ross (ofa-rmy bet'weea grose and net)

"learring the corpJ-ete achlevenent of a fu]J--gross basis uatll eucb tlme ae the
€ross salarJr oyetem J-s rnore of a reauty than 1t ls at present ..." 2
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5. lthe.Advisory Comlttee noted- that the iq)erfectlonE referred to by the
Penslou Revlert G"oup had largely been relloved and 1t consequently agrees that the
gross basLs nov appears appropriate for penGions, provlded that gross sa]aries
are kept und.er revlew to ensure that they renaln 1n llne vith outsid.e gross
remr:neratLon tn the naln geadqua,rters areas. fhe Comlttee I s co@ents on the
flaaJlclal- and budgetary a6pect6 of the lroposed change are to be found 1n
paragralhs 9-12 belon'.

AdJustrdebt of penslons ln payngn!

6. The Advisoz:r Conurittee notes the detalled study vhich has been glven to thls
complex subject by the Board slnce Ip6O, h€n attentlon rlas focussed on 1ts
inlprlance by the Pension Re!-ier.' Group, fhe ccEp]-exltieB are due prlnclpally to
the ].arge nu:lber of tluty stations at vhlch eta.ff are enployed ill]d.er l-oca1

cond.itions, and the fact that changes in coet of Ll!.ing varXr, ofben considerably,
from co1xltry to couatry. ltrbherroore, the ertent of future changes ls Aifftcult
to forecast aecurately, so thet the cost lmpllcatlons of, ary scheme mret
necessa"tly rernaln a uatte" of 6cme uncertainty. Ibe lnterin inclease of
1 pe? cent per year authortzed. by the General Assenbly an L962, for the years
1962 ' L967 "nd. L964, is ln parb a reflectlon of, these factors.
7. Ehe Boartl now conslders ths,t 6one forn of systenatlc adJustlrent ls
necessarXt - as ls the lractlce of @,ny nstio"re.] govermentG - to keep the
prirchasiug po!,ier of penBlons once anard.ed. reasonabLy abreaBt of lncreases Ln the
cost of Ilving. trhe Board proposes to do this by riey of applying to ala retired
staff a cost-of-Iiving ad.Justnent baeed on the post adJustments 'lrhlch are
lncorporated tnto the penslonable rerouaeratlon of serving staff 1n the,
Profe6slonal and. hlgher categorieo. llhis proposal 16 1n a sense a conservative
one, lmpflring as lt does a consld.erable tlne-Lag betlreen the increase itself and

1ts reflectton ln the ad.Justed penslon. [he Advlsory Comittee beJ-ieves,
howelre?, tbat thte goes a6 far as rrculd be wise u]3tl]. experience pertrlts some

practlcal assessrent of the cost of the lregent proposals. ft accord.l.ngfy
supporte the prolo6a1s of the Boa,rtt ln the1" present fort, and. end.orses in
particular the recc,nnenda,tlon that no adJustment should. take place beyond 1p66

vithout furbher review by the ceneral Aosenbly of the finAnclaL situatlon of the
SUnd at that tine.
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Reftalntng lro?.osals

B. The further propoFals of the Board are relatlve\r ninor in character and.

only those re]-ating to dependent w'ldowers and to the rn'l nim.Dl level of penslons

have any flnancial signlflcance for tbe tr\:nd. In reEard. to the foraer, the
Advisoly Cornmittee lloul-d be lnclined to question l'hether any change lnvolvlng
d.epend.ency 6hou1d. be consitlered. unless and r:ntif the Boa"d has exard'ned. the
posslbllity of edopting a slngle defLnltion of d.epend.ency for al-l Pension tr'urd

purposes. Irx the Beantime, it recomends that no change be rcatle to erbicle vII
of the Penslon Fund Regulatiot16. f,tre proposal to Lncreaee nLnlmm penslons 1s,

1n effect, complenentarf,r to the general ad.Justment p"oposals revleeed ln
parag?aph ? above, Bince these are not tO be alplled to pensione corrlnrted und.er

the niniur:n provisions. llhe Coffi{ttee conelders that the lncrease recomend.ed is
reasouabl-e, havlng :'egard to Seneral- inc"eases ln the cost of llvlng since the
nluis\r.m provlolone were introduced and. the"efore supports 1t.

FlEs,t1cia]- asPects

9. The 3oa"d, In cousul-tatloo lrlth 1ts q$erb actuarlal advleers, has.estimated.

the cost to the Fund of the four proposals revie'wed. above, ln tbe actuarlal sense

to be ae follows:
(") $16 nrtrtq. ln recpect of the change to a full gross salary basls for

I)ast servicej
(t) $: o1111-on Ln respect of the adJustdent of peDslons;
(.) $e.r ntttion ln respect of dependent rl-Ldollers (tu paragraph 8 above, the

ComLttee ha6 f,eco@end.ed defenoent of this proposal);
(d.) $0.9 offfron ln f,espect of the adju*ment of penslons.

The Advisory Comi.ttee lote6 that lt is prolosed to flnance the entlre cost of
these, 'wJ:lch total $42 Di].Ilon, from the present and futr:re resources of the
I\rnd, and ln parbicular from an actuarial surSrluo, disclosed by the valuatlon as

at ,O Septenb er L963, of soae $44.5 rolUion.
10. f,he Advleory Cold.ttee vas, at flrst slght, fucllned to questlon whethel the
relatlvely nazrov actuarla.l nargln reoaiaingr $e.6 n:.tnon, represented an

adequate safeguard. agalnst posslbly adverse erperlence ln the futu-re. It
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ascerbalned., however, from all. exaolnatlon of the va"iou6 actuariaf "eportg, that
the val-uatlon upon which the alove estieates ,were based lias carrled out on a
conservatlve basis and. ls probably not uaduly optinS.stic, fhe Ad.vlsory Corlrmittee
accepts the viev of the Co?lrrrittee of Actuaries, therefore, that the resutts of
the val-uatlon in questlon represent an ad.equate degaee of caution and- leave some

lrovislon agalnst posFlbLe adverse etqlerlence 1n the futuxe. The Conmittee
consequeatl-y has reaBon to bel-ieve that the four measuxes prolosed by the Boa?d
can be caffled out u'ithout slgnlficant flnanclal- rLsk. lltre Comlttee llould
hotever euphaslze that, as regards the future, it 1s essentlal to ensure that the
prlnclple of fin€,nclaL self-sufflciency of the pension Fund is preserved. elld that
nothlng shou.Ld be d.one rgtrlch 16 likely to entall any appreclable risk to lts
a,ctuarial 6ound.ness.

11. One on]-y of the fous proposa1s rad.e by the Board has budgetary consequences
for the @el0ber organizatlons. Tbl. s ls the proposal fof, the change ln the Leve]-
of IEnsionable remuJxeratlob, Ilhlch wil-1 have the effect of tncreaslng the amoutts
represented. by the 7 per cent and. the 14 per cent of the above whlch the
particlpants and. the menber organlzatlons .nift respectively cgnt"ibute to the
I\:nd. ln the futr:re. The abllual additionaL cost ie rather nore than $a ni].lion,
of vhlch the parblcitr:eats t share as a whole is 6otre $TOOTOOO, end tha.t of BeEnber

orgair-izatLons $l-r4OOrOOO.
L2. It ts lointed. out by the Board., and. the Advlsory Counlttee agreee, that thls
addltioaal charge 1s a necessaf,Tr one lf the prlnclple of fuLl- gross penslonable
reuuaef,atlotl is accepted.. In supporb, the Boerd. draws attentlon to.the fact that
the Stnd itseLf lrll-1 abso"b the total- capltal cost of the meaoure, fron the
lnceptlon of the tr\rnd. in 1946 to ,1 Decenber !j6\., a.Bountlng to some $56 n:ttton,
so that no lD.creased. contributions on a, rectroactive basls are requl"ed. Tt al_so
points out that the l-onger contrlbutions a^re nade, by both lartlclpants and
orgar.lzatlons, on l-ese than the full-gross peDBionErble renuneration ba616, the
hlgher the relattve capltal costs vil-l- beccrae and. that a point coul_d. soon be
reached. rdxen the6e costs wou1d. exceed the l\.lnd. t s or,'n resources.
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