UNITED NATIONS Dlstr.
GENERAL 412986

1 Oectober 1955

A SS EMBLY ORTGINAL: ENGLISH
i

—al
T

Tenth session _
Agenda item 44 (b}, {c) ‘d'(d}

UNITED NATIONS JOINT STAFF PENSION FUND

REFORT OF. THE UNITED NATIONS JOTNT STAFF PENSION EOARD ON
THE THIRD ACTUARTAL VALUATION OF THE UNITED NATIONS JOINT
STAFF PENSION FUND AS OF 30 SEPTEMBER 1954 1/
Ammms 'IO THE REGULATIONS OF ‘THE UNITED NATTONS JOINT
| STAFF PENSION, FUND: REFORT OF TEE UNITED NATIONS JOINT
. .  ETAFF PENSION BOARD 2/

e ow o - -

et pla o -

Y
W

ACCEPTANCE BY T;—IE SPECIALIZED AGENCIES OF THE JURISDICTION OF THE

UNITED FATIONS AZMINISTRATIVE TRIBUNAL IN MATTERS INVOLVING

APPLICATIONS ALIEGING NON-OBSERVANCE OF THE REGULATIONS OF THE
UNITED NATTONS JOINT STAFF PENSION FUND 3/

ll
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Third sctuarial veluastlon of the Fund
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l; Article XXKI of the Regulations of the United Nations Joint Staff Pen31¢n
Fund. provides that the Jblnt Staff Pension Board shall have sn actuariel valuation
of the Pension Fund made, under stated conditions, at least once every threeﬂyears,
that, upon recelpt of the actuarial report, the Pension Board shall mske

proposals to the General Assewbly of the United Watlons, and to mewber

V d .
;/ See Offiecial Records of the General Assambly, Tenth Sessicn, upplementﬁmo- 8a,

docurent 4/2915, i——

_/ Toid., Supplement N6, 8 docunent A/29lh
3/  Document A/2970;

55-23658
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orgenizations, for any action to be taken as a result thereof; and that copies
of the actuarial report and of any such proposals shall be forwarded to the
Advisory Committee on Administrative and Budgeﬁary Questions.

2. The Advisory Committee has accordingly considered the report~/ of the

Joint Steff Pension Board on the third actuarial valustion of the Pension Fund -
as of 30 September 1954. |

3. The report of the consulting sctusry (A/2016, parsgraph 24) stetes that
"taken as & whole, the gains from fevoursble experience have more than offset

the losses from sdverse expériénéeg"; In conéeqyence, the margiﬁ between the
rate of contributlon of 21 Per cent laid down in the Regulstions end the rate
necessary to meet benefit payments end administrative expenses is estimated,

as of 31 December 1954, at 0.97 per cent.

k. The Joint Staff Pension Boerd hes made, on the basis of the actuarial report,
only one progosael to the Genersl Assembly (4/291k, annex II) for revision of

the existing Regulations; nemely, to emend article I.k, regarding the definition

of final average remuneration, in the following manner:

Proposed text Existing text

Article I.L Article I.4

"Final average remuneration” "Final average remumeration” means
means the average sunusl the average annuel pensionalle
pensicnable remuneration remuneration of the participant
during the five successive during the last ten years of his
years of the participant's contributory service. Where the
contributory service sffording participant has less than ten years
the highest such aversge, or of contributory service, the final
furinge the total years of such average remunerstlon shall mean the
service if they are less than average annual pensionable

Five. remuneration during the actual

| period of conmtributory service.
5. For comparison, the corresponding text of the regulation in force under the

provisional perision scheme (27 Jegusry 1947 to 22 Januery 1949) follows:

4/ See Official Records of the General Assembly, Tenth Sessfon, Supplement Nb. 84,
dopument A/2016
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"Final average reminerstion" means the average pensicnable remmeration of the

participant during: ‘the last sixty monthe of contributory service be?ord the

ternination of employment provided that where the participant has lesq

than sixty months of contributory service the Tinal average remuneration

shall meen the average pensionable remunerstion during the actuval peried of

contributory serv1me. F
é. The cost of the prmposed amendment is estimated by the ccnsulting actu%ry at
0.65 per zent of pen81onable remmeration, and the Poard contends (A/2916,
paragraph 5) that such &n increa&e in cost is "entirely consistent with pr ent
management of the finan¢es of the Fund", the smendment, if adopted, would 5#111
leave a margin of 0,29 per cent as compared with the net marzin (after dedudtion
of the admlnlstratlve ekpenses ol fhe Eﬂaiﬂ) af .27 ner cent which was esnﬁmated
as of 31 December 1951 f The Board also contends (A/29lh annex IL) that the use of
a five-yezar perlod 1s d$51rable as a means of relating pensions "uore reallétlcally
L6 the level of sal&ry recelved et the culmination of a career service”, and it
points out that the' GenEral Assembly in 1948 authorized the substitution offthe
ten~year average solel;‘for reasons of economy {see parsgraph 9 below). E
Previous history of‘theﬁqpestion ;

'1

T The Adv1so:y Group of Experts on Administrative, Personnel and Bvdgetafy
Questlons— submitted to the Fifth Committee, during Januery 194G, the outline of a
stalf retirement schemp to be developed by the Secretary-General (a/c. 5/20T4

As part of that sc heme, the Advisor 'y Group recommended that the retirement %eneflt

should be one—sixtleth DL the average salary over the five years preceding 5

retirement for each,yeqr of service, !
i H

i
—_— g;
5/ The adv1sory Grioup was appointed in November 1045 by the Execubive SECretary,

in accordance with: a recommendation of the Executive Committee To ithe
Preparatory COmmlaSan.

6/ See Official Recor&s of the General Assembly, First Session, (First Par$),
Fifth Committeas, annex 3, page OH.
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Ga The Working Party of Consultants subsequently appointed by the Secretaryw
General reported in August 1946 (A/90~/) concurring on this point in the’
recommendation of ‘the Advisory Group, end by resolution 82 (I) of 15 December 1946
the General Assembly included among the definlt*ong for the provisional

Regulations the text which is reproduced in.paragraph 5 above.

9. ‘It Waé generally'agrééd, vhen thé Pfoviaiénal scheme was'discussed in the
ﬁifth Committee during December 1946, 8/ 4 that, whlle the proposed benefits were not
eace551ve, the contrlbutlop rate of 21 per cent wa° high both in relaticn to those’
benefits and as an absolute Tigure, and that it represented the maxlium amount
which the General Assembl; would willingly suthorize for the purposes of the scheme.
It thus follovei that, vhen an actuarial valuation disclosed during 1047, that the
estimated cost of the benefits provided under the scheme amounted to 2k.51 per cent,
the Cenera’ A”éembly decided'(by resolution 2k8 (IIi)'of 7 December lghS)‘ﬁhat'
among othe; neasures designed to reduce the COSt to 21 per cent, the five-year
period in the def1n1t¢on of "final average remumeration” should be extended to

ten ye@rs.
Coneclusions
Atk chobioindredtacd

10. In weighing the proposed amendment the Advisory Committee has had regard to

three factors:

7/ I:id., First Session (Sacond Part), Sixth Committee, pages 339-340.

The ‘orking Party PrOpObEd the last five yedrs of service on the followlng
g:ouaoq

(a) Tnasmuch as rebirement on account of reaching retiring age normally
Involves an ad’usiment in a person's standard of living, 1t is customary to
associate the awount of rension with the salary received in the last years of
service; the use of a five-year average is more consistent with the concept
that the retivement pension should be related to the standard of living to
which the participant wes used at the time of retirement;

(b} If too short an average period is taken (e.g. one year), two.dangers may
arise: (i) that promotion may be given during the last year before retirement
werely in order to increase the participant's pensiocn; and (ii) that the chance
of promotion for older participants mey be reduced because of a need to aveid
e costly charge on the Fund.

8/ Ibid., Fifth Committee, 33rd, 34th and 42nd meetings.
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(a) The intrinsic‘justification, if any, for a five-year average, witbbut
reference to the aatu&rial positlon of the Fund; 5
(b) The length ofntime during vhich the actuarial exnerlence has contmnued
favourable; and f
(e) The contlngent iiability which the member organlzatlons have assumpdl
under article XX of the Reguuations. :
1l. As regards point (q), the. Committee understanas thai in & number of j
comparable schemes the flnal average remuneration is determined on the basms of
five years or less, the$e be;n in certain cases, the last years of sarvicd, and,

in other cases, con¢ecvt1ve vears affording the highest aversze. While thid is not
8 determininb factor - #n the sense that certain of those schenes are more ﬁ
restrictive in otber reaﬁects (Ior example, entitiement %o lump~sum Witndraﬂal
beneflts) and in the seﬂse also that a true coparison of schemes should be melated
to the totality of. thelr provisions - the Comm_ttee recognizes that the actinn of
the General Assembly in’ approving g five-year &verage in the origlnal schemeb
together with the eXperﬁ recommendations on which that actlon was hased, afiord &8

large measure of Justlficatlon faor the proposed revision, though not necessarlly
for its immediste adoption. L

12. 1In so far as point? (b) and (c¢) are concerned, it is o be remembered that
Member States are required under article XIX of the Regulations to make gocd any
deficiency If an actuarial valuation shows that the assets of the Penmsion Ind may
not be sufficient to meét the liabilities. Although the Committee debated dhether
it nmight not be wiser, before amending article I 4, to have the benefit of g longer
actuarial experience, 1£ is prepared to concur in the adoption, with effect Erom

1 January 1956, of the Board's proposal, subject, however, to the modiflcatlpn
recommended in the follow1ng parggraph. ;
13.. Subsidlerily, as regards the text of the amendment submitted by the Boa?ﬁ
(A/291k, annex IT), the"Committee considers that the restoration of the five-year
average, 1T approved by’the General Agsembly, should in any case be based oﬂ the
text approved for the! original (provisional) scheme (see paragraph 5 abovq),
providing for the use o@ the average over thg last Tfive years of service.

2/ Subject, howevef,_té definitlion by reference to years instead of months.
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In proposing an alternative text’ (see paragraph N above), the' Boa*d observes that
the use of the Tive successive years yieldlng the highest average remuneration

"will avoid hardships which’ otherwice’ might exceptionally srise through reduction
of pensionable remuneration towards the end of a caresr” (A/291%, annex II). The

Commi ttee believes, however, that an admlttedly remote contlngency scarcely

warrants a special provision in the Regmlations. Tt ﬁoubts moreover whether, it

Buch a contingency arose, the average remuneratlon of the last five years of -
serviee would in fact show a reduction sufficient to cause hardship.

Amendnenss to the Regulations of the Fund

4. The Advisory Committee hae also considered the smendménts to the RegulatiOns
- of the United Fetions Joint Steff Pension Fund Which, in pecordance with
arﬁicle XXXVII of those Regulations, the Joint Staff Pension Board hes recommended
to tue General Assembly (A/291h4, arnex II, pages 18 to 24).
15« The emendments under reference fall into three broad categories:
\&) Amendments arlsing out of previous ‘decisions of the General Assembly
terdments to articles IT and XI, ‘and the addition of a rew article XILI;
(h) Amendment arising out of the third actuarial veluetlon of' the
Pension Fund: emendment to arbicle T.l; o
(e) The remalning amendments, which, as the Board points out
(A/291k, annex IT, page 18), are of & minor character and are reccmmended
elther in the interest of eclarification or improved administration or for the
Purpoae of remDV1ng unlntentlonal inequities.

Article T.b..

16, The Advisory Camnittee has commented in paragraphs U to.13 sbove on the
propoesd amendment to this article.

Ar*icle I;.E !

-

lT. As regarde the proposed amendment to article II.2, Which concerns the possible

antry into the Bension Fund of the preeent Beglstrar of the Internetlonal Court of
Justice, the Advisory Committee has necessarily haé regard to the action taken in
this matter by the Generel Assembly at its ninth session in 1954 (A/2886,
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parscrephs 254 to 25839/1. At that time the Commithee refrained, Tfor ressons
stated in its report to the Assenbly (A/2856—a/), from making an affiﬂnatlvet
recommendatlcn, and it ndw wishas “to drav attenﬁion to the explanatory comment
accomnanylng the revised text of the aztlcle, in which the Board ' eyPresses 1Fs
concern at the declsion ﬁo introduce into the Regulations an excepticn in resbect
of an 1nd1vidual off1c1aL"-' Subgecb thereto, 2s well as to confirmatlon by the
General Assembly of its provisional uecision of 195k that the present Reclstrar of
the Court,. thouah over smkty yeaaﬂ of bge at the time of his appointment, shoﬁld be
admitt ed under certaln conditions into the Pems*on Pund, the Adv1sory CommittEe
concurs 1n the text of tha revision recommended by the Board.

Article XI

18. The exist4ng article XTI has been in foreue, as one of the Dermérent

Regulations, since January 1949. During 1952, the Board proposed the deletlop of
12

the artlcle Dn the followﬁng Zrounds i == / .

"The Board /Fés been7 informed that similar provisions do not exist in f
marny’ national. or: nr1Vate pension schemes, cewsrsse Recognlzing also thath
disc1pllnary'measures are within the sole competence of the executive heads
of the member organizations, it considers that the administration of thel
Fund should not become involved in such decisions. It feels, moreover, thet
as a general rule part101pants and their familles should receive protectl on
corresponQLng to payments made to the Fund on thelr behalf," P

19. The General Assemb’y‘hav ng decided, in Deﬂember 1952, (resolution 680 (?II))
that the p“oposed rev151op should be referred back for further conoideratlon,lthe
Board decided at 1ts fourth session (1553) to recommend the retention of

article XI in the moaifie@ form shown in the sppended table {column C) ‘!
Assembly, however, decidea in paragreph 3 of resplution 772 (VIIE) of

27 Woverber 1953 that’ article XTI should be retained for the time being ‘and itL
requested the Board to re+examine its provisiocns and report to the current teﬁﬁh
session.

——-—.--.-.—-—..

EQ] See Cffigial Records'of the . Gereral Assembly, Ninth 88351on, Anniexes,
agenda item 3B,

11/ Tbid.

S8se Qfficial Records;of the General Aesembly, Seventh .Session, Anneves,
- agenda item 45, page 13,

RE
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Existing text
(in force since
January 1949)

A participant who; in-
conformity with the Staff
Regulations, has been summ-
arlly dismissed for serious
misconduct shall receive:;

(a) His own. contributions
to the Pension Fund, with
compound Interegt at 2-1/2
per cent per annum, plus

{b) Such amount as may
hgve been transferred on
nls sccount to the Pension
Fund from the Provident
Fund at the time of nis
fatry into the Pension
Fund, without interest,
Provided that, on the
Tecommendation of the
Secretary-General of the
United Nations, or of the
tompetent authority of the
Ierber organization con-
terned, the Jolnt Steff
Pengion Beard mey, to the
extent so recommended,
&fsnt to-such participant
a lump sum equal to elther
the whole or a part of the
remainder of the benefit
he would have been entit-
led to, under article X,
hed he cessed to be
employed for remsons other
then swmwary dismissal for
serious mienmmducth,

B

1255
Reviged text proposed
by the Board

1. TExcept as provided in para-
graph 2 of this article, a
participant who, in conformity
with the gtaff Reguistions, has

‘been summarily dismisged for

serious mlisconduct, shell be
entitled o the benefits
provided in article X.

2. Upon the recommendatlion

of the competent guthoarity

of the menber orgenization
concerned, the Joint Staffl
Penslon Board shall reduce the
benefits to the extent so
recomrended, provided that -
the amount which shall be paild
to the participent shall not
be lesg than:

(a) BEis own contributions
0o the Pension Fund, with
compound interest at 2-1/2
per cent per ammum, plus

() Such emount as may have
been transferred to the
Pengion Fund from the Provi-
dent Tund of a member organi-
zation at the time of his

entry into the Pension Fund,
without interest, plus

(¢) If he has validated a
period of prior non-pension~
sble service under artlcle IIL
such amount, not exceeding 5
per cent of hls pensionable
remunerastion for that period,
as he may have recelved Trom
the Provident Fund of a member

organization in excess of his
ovn contributions thereto, and

have y¥efunded to that member
organization,

c

1952
Revised text pro-
posed by the Board

' 1. Except as pro-

vided in paragraph
2 of this asrticle, a
parcicipant who, in
conformity with the
gtaff Regulations,
has been summarily
dismissed for seri-
ous misconduct,
shgll be entitled to
the benefits pro-
vided in article X.

2, Upon the express
recormendation of
the competent author-
ity of the member
organization con-
cerned, based upon
the gravity of the
offence which gave
rise to the summary
dismissal, the Joint
Staff Peneion Board
may reduce the
benefit, provided
that the amwount
which shall be pald
to the participant

"shell not be less

than:

(&) His own contri-
butions to the Pen-
sion Fund, with com-
pound interest st
2-1/2 per cent per
gnnum, hlus

(v) such smount as
mey heve been trans-
ferred on his
secount to the Pensio
Fund from the Provi-
dent Fund st the time
of his entry into the
Pension Fund, without
intereste«
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20, The Advisory C#mmittegvrecqgnizes that the;revisiqn-accordingly proposed by
the Board (see colu&ﬁ B) meets certain objectioﬁs ﬂhat‘were seen in the 1953 text,
in that a recommendation from an employing organization for a reduction of benefit
(with which would. be coupled a specific indication of the extent of the reduction)
would be mandatory mpon the Board, ‘and not - as the 1953 text provided -
rermissive, The pﬁssibility iz thus removed of the Boardls belng associated,
even indirectly, th ‘the grounds of diswissa_ or of its belng required to welgh
the gravity of an offence leading to Burmrary dismissal.

21, There remains heverthelesa for decislon a gquestion of principle essentially
similar to that considered by the Qeneral Assembly at two previous sessions:
vhether there are adequate grounds for reversing the existing prov131on.12

22, In its report, ithe Board states tham, althongh it hasg carefully studied the
informetion provided by many ﬂovernmﬁnts rn ﬁhe provisions in their pension
schemes for national clvil servants in relation to their pension rights in the
event of dismissal from the civil service, it is not in a position to draw firm
conelusions on which recommendations 10 the General Assembly may be based.

23. The Advisory Committee considers the existing regulation to be prefersble to
the proposed revigion; its prdvisions ére well Fitted to meet whatever cages of
hardship involving & participant or his dependénts wey arise. It provides that
action by the egecu&ive heed shall be optional: as the sole authorlty having a
full lmowledge of all aspects of the case, he is authorized, but not reguired, to
make 8 recommendatiﬁn to the Board; he is thus enabled, vhere there are
extenuating clrcumstances, to temper the severity of the penalty or, in the
absence of such ciréumstances, to refrain from positive actlion. It seems
therefore to the Commlttee that the existing regulation adequateiy provides for
caszes of hardship aﬁd that, in view of the gravity of offences resulting in
summary dismissal,.én amendment to the text is not desirable.

;g/ In oue respech! the position would not be totally reversed: the Board may,
under the existing provision, decline to follow the recommendstion of sn
employing orgspizations
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Jurisdletion of the United Nations Administrative Tribunal
Article XTI | |

2. The Advisory Ccmmittee has considered the proposed new article XLI concerning
the jurisdietion of the United ﬁations Administrative Tribunal Jointly with
the report submitted by the Secretary-;}eneral 1n document A/29T70. The
Committee notes that all the gpeclalized agenclesg participating in the Fund
have signified their acceptance in princip1e of the jurisdiction of the
Tribunal In relation to the Regulations of the Fund, and that & speclal agreement
has alreedy been signed with 111’). Other similar agreements with FAO, UNESCO,
ICAQ and WHO are pending.
2>. The Committes concurs in the proposed text, subject to the insertion at
the end of sub-p \.;régra.ph (a) of paragreph 1 of the vords "ypen his death”, 13/
and subgect alsohthe followlng reservaticns:

(a} Tt is understood by the Committee, on the testimony of representatives
of the Becretery-Genersl, that the Judgments of the Tribunal in Pension Fund

13/ This amerdment is recommended for the sake of ccnsis‘bency with the model
agreement amnexed to decument A/2970.
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cages could, in accordance with article 9 of the Statute of the Tribunel, . _]il—/
elither order the r,gscinding of the decision contested or the specific
performance of the cbligation invoked, but that the Tribunal could not award
demages in such ca‘:sea ; asnd

(b) Tt is also understood that, in the event that the General Assenmbly
amends the Statuté; of the Tribunal on the basis of the report of the Spacial
Committee on Review of Administrative Tribunal Judgments (A/2909), the
provisions of the proposed new Pension Fund artlele would require review.

Other sme;:ndments

26. As regards the remaining recommendetions of the Board, the Advisory
Cammittee finds id the explanatory comment furnished in the report (A/291h,

armex II) sufficient justification for the proposed changes, which are of a

minor character. Accordingly, it recommends the adoption of the amendmente to
the following articles: IV.3, VII.2 (a), VIL.5, IX.2, X.1 (a), X.1 (b), X.1 (a),
X.2.

111-/ Paragraph 1 of the article reads as follows:

"If the Tribunal finds that the application is well founded, it shall
order the rescinding of the decision contested or the specific performance
of the cbligation invoked. At the same time the Tribunal shall fix the
amount of coipensailon to be pald to the applicant For the injury
sustained should the Secretary-General, within thirty days of the
notification of the judgment, decide, in the interest of the United Wabions,
that the applicant shall be compensated without further action belng taken
in his case; provided that such compensation shall not exceed the
equivelent of two years' net base salary of the applicant. The Tribunal
may, hovever, in exceptional caeses, when 1t considers it justified, order
The peaynment of a higher Iindemnity. A statement of the reasons for the
Tribunal's decision shall accompany each suech order.”

See also, artlcle I, paragraph 1, of the special agreement (A/2970, annex):
"The United Nations Administrative Tribunel shall be competent to hear and
pass judgment, in accordence with the appliceble provisions of its Statute
and 1te Rules, upon epplications elleging non-cbservance of the Regulations
of the United Nations Jolnt Staff Pemsion Fund sesss.”





