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I. INTRODUCTION 

1. The United Nations Joint Staff Pension Fund was established in 19^9, under 
Regulations adopted by resolution of the General Assembly, to provide retirement, 
death, disability and related benefits for staff upon cessation of their service 
with the United Nations. These Regulations, as amended at various times by the 
Assembly, provide for the admission of other organizations to the Fund and were 
subsequently accepted by the specialized agencies and the International Atomic 
Energy Agency. There are in consequence now 11 organizations, including the 
United Nations, which are members of the Fund. 

2. Under the Regulations, the 11 member organizations jointly administer the Fund 
through the United Nations Joint Staff Pension Board, consisting of 21 members. 
One third of the members are elected by the General Assembly and the corresponding 
legislative bodies of the organizations, one third are nominated by the executive 
heads, and one third are elected by the participants. The Board reports annually 
to the General Assembly on the operation of the Fund and from time to time 
recommends amendments to the Regulations which govern, inter alia, the rates of 
contribution by the participants (7 per cent of their pensionable remuneration) 
and the organizations (l̂J- per cent), the manner in which the assets of the Fund 
are invested, the conditions of eligibility for participation and the various 
benefits to which staff and their dependants may become entitled. Legislative 
authority to amend the Regulations, when necessary, is exercised by the General 
Assembly on behalf of all 11 organizations. Expenses incurred by the Board in the 
administration of the Fund - principally the cost of its central secretariat at 
United Nations Headquarters in New York and the management expenses for its 
investments - are met by the Fund. 

3. The present report is submitted by the Board following its nineteenth session, 
held in July 197 ̂ at the Regional Office for Europe of the World Health 
Organization in Copenhagen. The report contains an account of the proceedings of 
that session and includes recommendations relating to the adjustment of benefits 
in payment, and to various other matters submitted for consideration and approval 
by the General Assembly. It also includes financial statements and schedules 
(annex I), and statistics on the operation of the Fund for the period ended 
31 December 1973 (annex II), together with the report of the Board of Auditors on 
the annual audit of the Fund (annex IV). 

II. MEMBER ORGANIZATIONS 

k. The member organizations of the Fund are the United Nations and the following: 

Food and Agriculture Organization of the United Nations; 

Inter-Governmental Maritime Consultative Organization; 

Interim Commission for the International Trade Organization; 

International Atomic Energy Agency; 
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International Civil Aviation Organization; 

International Labour Organisation; 

International Telecommunication Union; 

United Nations Educational, Scientific and Cultural Organization; 

World Health Organization; 

World Meteorological Organization. 

III. SUMMARY OF THE OPERATION OF THE FUND DURING THE PERIOD 
ENDED 31 DECEMBER 1973 

5. The number of participants in the Fund increased during the period from 
36,768 to 38,089. 

6. The principal of the Fund increased from $701,U25,038.52 on 30 September 1972 
to $821,0M*,178.36 on 31 December 1973 (see annex I). 

7. The current income of the Fund from interest and dividends during the year, 
less investment management costs, was $37,^33,000. A summary of the investments as 
at 31 December 1973 and a comparison of their book and market values at that date 
are contained in annex I, schedules 2 and 3. 

8. The Fund on 31 December 1973 was paying 2,558 retirement benefits, 1,716 
deferred and early retirement benefits, 952 widows' and widowers' benefits, 
1,71^ children's benefits, 192 disability benefits and 23 secondary dependants' 
benefits. In the course of the period it also paid 4,132 lump-sum withdrawal and 
other settlements (annex II). 



IV. NINETEENTH SESSION OF THE BOARD 

A. Membership and attendance 

9. The following members and alternates were accredited to the Board by the staff 
pension committees of the member organizations of the Fund in accordance with the 
rules of procedure: 

Members 

United Nations 

Mr. S. Kuttner 

Mr. G. J. McGough 

Mr. D. Miron 

Mr. W. H. Ziehl 

Mr. A. J. Friedgut 

Mrs. P. K. Tsien 

Alternates 

Mr. R. Schmidt 

Miss K. Whalley 

Mr. S. Refshal 

Mr. C. Timbrell 

Mr. A. A. Garcia 

Mr. J. M. Wood 

Mr. A. Landau 

Mr. S. P. Padolecchia 

International Labour Organisation 

Mr. H. S. Kirkaldy 

Mr. P. M. C. Denby 

Mr. P. Juhl-Christensen 

Mr. W. Yoffee 

Mr. C. von Stedingk 

Mr. J. Paleologos 

Mr. A. Ali 

Food and Agriculture Organization of the United Nations 

Mr. N. Oliveti 

Mr. F. H. Thomasson 

Dr. A. M. Kesseba 

Mr. J. Greig 

Mr. J. Wrigley 

Representing 

General Assembly 

General Assembly 

General Assembly 

Secretary-General 

Secretary-General 

Participants 

Participants 

Participants 

Participants 

Governing Body 

Governing Body 

Executive Head 

Executive Head 

Executive Head 

Governing Body 

Executive Head 

Executive Head 

United Nations Educational, Scientific and Cultural Organization 

Mr. A. Chakour 

Mr. P. Coeytaux 

Mr. R. Barnes 

Mr. ¥. Zyss 

Executive Head 

Participants 



Members Alternates Representing 

World Health Organization 

Mr. W. W. Furth 

Dr. J. Burton 

Mr. J. F. Carney-

Mr. G. Dazin 

International Civil Aviation Organization 

Mr. Y. Lambert Mr. E. A. Olaniyan 

Mr. F. X. Byrne 

International Atomic Energy Agency 

Mr. H. Bittencourt Mr. M. C. Clancy 

Mr. W. Price 

International Telecommunication Union 

Mr. C. Baudazzi 

World Meteorologica l Organiza t ion 

Mr. A. Weber 

Inter-Governmental Maritime Consultative Organization 
Mr. L. Goll Mr. C. Zimmerli 

Executive Head 

Participants 

Governing Body 

Participants 

Governing Body 

Participants 

Governing Body 

Executive Head 

Participants 

10. The following attended the session as observers for certain organizations: 

Observer 

Mr. E. Thomson 

Mr. K. G. L. Harrold 

Dr. A. Sauter 

Mr. C. Lhoest 

Mrs. B. Poggipollini 

Mrs. J. F. Benard 

Mr. L. Alonso de Huarte 

Mr. C. Glinz 

Mr. P. Mathon 

Mr. D. P. Taylor 

Mr. Y. 0gaard 

Organization 

ILO 

WHO 

FAO 

UNESCO 

IAEA 

ITU 

ICITO 
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Observer Organization 

Mr. W. Ertel 

Mr. M. Landey 

Mr. E. Renlund 

Mr. W. W. Cox 

Mr. P. H. Home 

Mr. J. Armstrong 

IMCO 

WMO 

FAFICS 

CCAQ 

11. Also present during the discussion of relevant items on the agenda were the 
Chairman of the Board of Auditors, Dr. J. E. Escallon 0. (Colombia) and 
Messrs. G. R. Long (Canada) and Z. Ahmad (Pakistan) of the Board of External 
Auditors, as well as Mr. G. A. Murphy, Chairman of the Investments Committee, 
Mr. R. M. Brown, Jr., The Honourable David Montagu, Governor B. K. Nehru and 
Mr. Y. Oltramare, members of the Investments Committee, and Mr. F. Wetter, member 
of the Committee of Actuaries. The Board was assisted, additionally, by 
Messrs. G. Ashley Cooper, D. Borton and R. Leblond representing George B. Buck 
Consulting Actuaries, Inc. (Consulting Actuary to the Fund), Mr. J. J. Wilson, 
Consultant on real estate, Mr. H. Fowler, Chairman of the Board of the Fiduciary 
Trust Company of New York and Mr. P. Collins, Chairman of the Investment Policy 
Committee, First National City Bank, the Fund's investment advisers. 
Mr. A. C. Liveran and Mr. B. W. Pringle attended as Secretary and Deputy-Secretary. 
respectively, of the Board. 

12. The Board elected the following officers: 

Chairman: 

First Vice-Chairman: 

Second Vice-Chairman: 

Rapporteur: 

Mr. G. J. McGough (representative of the General 
Assembly of the United Nations) 

Mr. A. Weber (representative of the Executive Head of 
the World Meteorological Organization) 

Mr. P. Coeytaux (representative of the participants of 
the United Nations Educational, Scientific and 
Cultural Organization) 

Mr. Francis X. Byrne (representative of the participants 
of the International Civil Aviation Organization) 

13. The group of members elected to the Board by the General Assembly and the 
corresponding legislative bodies of the other member organizations comprised the 
following nationalities: Argentina, Australia, Brazil, Denmark, Egypt, France, 
Germany (Federal Republic of), Italy, Nigeria, Norway, United Kingdom of Great 
Britain and Northern Ireland and United States of America. The group nominated by 
the executive heads comprised the following nationalities: Greece, India, Israel, 
Lebanon, Sweden, Switzerland, United Kingdom of Great Britain and Northern Ireland 
and United States of America. The group elected - directly or indirectly - by the 
participants in the various organizations comprised the following nationalities: 
China, France, Ireland, Italy, Norway, South Africa, Switzerland, United Kingdom 
of Great Britain and Northern Ireland and United States of America. In responding 
to the request of the General Assembly for information regarding nationalities, the 



Board decided that it should be furnished in this form as it might be misleading if 
presented differently, in view of the representative character in which members 
from all three groups serve on the Board. 

B. Decisions and recommendations 

Ik. The main item on the agenda of the session was the study called for by General 
Assembly resolution 3100 (XXVIII) of 11 December 1973, on a possible selective 
system of pension adjustment according to the country of residence of the pensioner. 
The Board's decisions and recommendations with respect thereto are to be found in 
paragraphs 15 to 50 below. The Board, however, also formulated recommendations for 
approval by the General Assembly on certain other aspects of the pension system, 
the most important of which relates to the removal of the differentiation which 
presently exists in the entitlements of males and females under the Regulations of 
the Fund (see paras. 51 to 53). Other recommendations relate to an enlargement of 
the Fund's Committee of Actuaries (paras. 5*+ to 56), coverage by the Fund of staff 
employed by the organizations on a part-time basis (paras. 57 to 59), the future 
operation of the Emergency Fund established in 1973 (paras. 60 to 62) and 
estimates of the Fund's administrative expenses for 1975 and supplementary 
estimates for 197*+ (paras. 63 to 68). In addition, the Board dealt with a number 
of items of a broad management character - within its own authority under the 
Regulations of the Fund - which are described in paragraphs 69 to 86 below. 

C. Recommendations for action by the General Assembly 

(i) Adjustment of pensions 

Introduction 

15. The General Assembly, at its twenty-eighth session, after approving in 
modified form the proposals of the United nations Joint Staff Pension Board 
relating to the adjustment of pensions in payment and after noting the Board's 
expressed intention to continue its search for more effective methods of 
adjustment, requested the Board: 1/ 

"to carry out an in-depth study on various selective systems designed to 
compensate for currency changes and inflationary movements in the countries 
of residence of pensioners and to explain the administrative and financial 
implications thereof" 

and to report thereon to the Assembly at its twenty-ninth session. 

Background 

16. When the Fund was established in 19̂ +9, there was no provision for compensation 
for losses in the purchasing power of pensions and for their adjustment to take 
account of these losses. The contribution rates and actuarial bases were fixed by 

1/ General Assembly resolution 3100 (XXVIIl), section III. 
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the General Assembly, on the advice of consultants, with no special regard for a 
need to maintain the purchasing power of the benefits produced by the scheme 
during the remaining lifetime of the beneficiaries. In the economic climate of the 
time, it was not considered essential to incorporate such provisions in the scheme. 

17- When the first comprehensive review of the pension scheme was carried out in 
I960, the Pension Review Group 2/ recognized that the scheme was essentially a 
civil service scheme, with special features reflecting the international (and 
largely expatriate) character of the service, and it was the Pension Review Group 
which first recommended, together with some other major changes in the scheme, 
acceptance of the principle of pension adjustment. This was to he on what was 
called a "universal" basis, that is, a basis under which each pensioner should 
receive the same percentage cost-of-living increment to his pension regardless both 
of whether he had previously belonged to the Professional or the General Service 
category and of where he was residing after retirement. The Group recognized that 
this would produce "uneven" results because of the varying rates of cost-of-living 
increase in different parts of the world (the exchange-rate factor against the 
Fund's United States dollar-based pension had not yet appeared as an additional 
complication), but considered that any form of attempted "country-by-country" 
adjustment would be so difficult at the time as to be impracticable. Because, 
moreover, the Fund had not been financed for such a purpose, the Group felt that it 
could recommend no more than what was a virtually token 1 per cent per annum 
adjustment for pensions in payment, which, however, it deemed important because it 
embodied recognition of the need for the adjustment of pensions after award. 

18. The principle thus having been established, and there being little 
disagreement that equity required more than merely token recognition of generally 
rising living costs, the Assembly approved, in 1965, a carefully constructed scheme 
submitted by the Board, under which, broadly speaking, pensions in payment to 
retired staff of all categories would be adjusted for cost of living according to 
the cost-of-living component in the increases applied from time to time to the 
Professional and higher category salary scales. The scheme maintained its 
averaging feature - regardless of the different rates of cost-of-living increase 
being experienced in different countries - but was, nevertheless, because of the 
generally higher rates of adjustment produced by it, a considerable advance on 
the one initiated by the Pension Review Group. It was able to be financed from 
within the Fund, moreover, by certain refinements of actuarial method, devised by 
the then newly-established Committee of Actuaries, which were linked, in essence, 
to the excess of actual investment yield over that which could prudently be 
assumed for purposes of the Fund's valuation. However, as neither rates of cost-
of-living increase nor of investment yield could be predicted with sufficient 
certainty, the scheme was made subject to review by the Assembly at intervals of 
three years. 

19. Until the modifications approved by the General Assembly at the twenty-eighth 
session, however, and applied from 1 January 197^, the scheme remained essentially 
as described above, the only significant alteration being a reduction, on 
1 January 1972, of the period over which the cost-of-living component was required 
to be averaged, from five to three years. 

2/ A committee of independent governmental experts, appointed under General 
Assembly resolution 1310 (XIIl) of 10 December 1958, which came to be known as 
the Pension Review Group. 
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20. Doubts regarding the efficacy of the adjustment scheme in dealing with the 
marked erosion of purchasing power due to increasingly rapid inflation and 
substantial changes in currency relationships assumed serious proportions with the 
initial depreciation of the United States dollar in 1971, which had by 1972 
resulted in diminutions of the local currency equivalents of pensions, paid in 
countries where the local currency appreciated in relation to the dollar, of up to 
11 per cent, the weighted average loss amounting to between 8 and 9 per cent. 
Pensioners living in those countries were thus in many cases receiving lower 
pensions in local monetary terms, while at the same time encountering higher rates 
of increase in living costs. It was thought, nevertheless, that the system could 
be retained in operation if temporary supplements were applied over a limited 
period to overcome its most serious apparent defect - the time-lag of three years 
between the fall in purchasing power of the pension and the compensatory 
adjustment. The General Assembly approved, therefore, a recommendation by the 
Board to apply, with effect from 1 January 1973, supplements of 9> 6 and 3 per cent 
to the first $3,000 of pensions for the next succeeding three years, by which time 
it was expected that, given reasonably stable economic conditions, the normal 
operation of the scheme would have produced an adequate level of compensation. 

21. The further depreciation of the United States dollar in 1973, however, the 
virtual disappearance of fixed international exchange parities, and the sharp and 
apparently continuing rises almost everywhere in the cost of living, which had 
raised the weighted average loss in local currencies in some countries by 
mid-1973 to nearly 21 per cent, finally forced the Board to abandon entirely the 
principle of a direct relationship between the cost-of-living component in 
Professional and higher-grade base salaries and the rate of pension adjustment, 
together with the attendant three-year time-lag. It substituted, with effect from 
1 January 197^, with the approval of the General Assembly, a new system under which 
the adjustments would be related directly to the movement of an index of the 
weighted average of post adjustments (WAPA) at the major organization duty stations, 
measured at intervals of three months - with any movement of 3 per cent or more, 
upwards or downwards, therein being applied forthwith to the pension. 3_/ The 
result, on 1 January 197̂ -> of the new system was a compromise adjustment of 
20.2 per cent for all pensioners, restoring only a part of the purchasing power 
of those residing in countries where currencies had appreciated and cost of living 
had increased more than the average, but at the same time giving somewhat more than 
was strictly necessary to restore such purchasing power to groups residing 
elsewhere. Since that adjustment was approved, there has been further substantial 
erosion of purchasing power in almost all countries. 

22. The Board had, of course, been aware that results such as these would be 
produced by any system that maintained the principle of averaging the effects of 
exchange-rate fluctuations, and cost-of-living movements throughout the world, and 
it made strenuous efforts to devise a workable alternative. But practical as well 
as theoretical difficulties associated with a possible restructuring of the scheme 
on a selective basis were weighed against what was considered at the time to be the 
less radical alternative of improving the averaging method to the extent that it 
would provide at least broadly equitable results. 

3/ A lump-sum transitional adjustment, compensating for exchange losses 
sustained in 1971, 1972 and 1973, equivalent to 30 per cent of the first $*+,000 of 
the pension, was approved by the General Assembly at the same time. 
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23. When the matter reached the Fifth Committee of the General Assembly, however, 
it appeared that many of the constraints which the Board had felt obliged to 
impose on itself in proposing what was essentially a compromise solution were not 
shared by all those who took part in the debate (although the Board's proposals, 
as modified by the Advisory Committee on Administrative and Budgetary Questions, 
were ultimately adopted). The opinion was expressed that, in fact, a more, 
rather than less, radical approach was needed in the new conditions of rapid 
inflation and general currency instability, and that the attempt should be made to 
measure the pensioner's losses more precisely against the compensation provided. 
These views were eventually reflected in the resolution referred to in 
paragraph 15 above. 

Systems considered 

2k. The Board has inquired into international pension schemes which might fall 
within the terms of the General Assembly's resolution. The scheme introduced in 
1973 by the International Bank for Reconstruction and Development (IBRD) and the 
International Monetary Fund (IMF) appears to be the only such scheme in operation. 
The Board also examined a number of other schemes developed by its secretariat and 
by member organizations. 

25. The IBRD and IMF are located in Washington D.C. and have an internationally-
recruited staff analogous to that of the United Nations, but few overseas duty 
stations. Until their new scheme was introduced, pensions ~ which are also 
computed in dollars - had been adjusted, regardless of the residence of the 
beneficiary, according to the movement of the Washington consumer price index. 
The new scheme provides, in essence, for an option to the retiring participant to 
denominate his pension in the future either (a) in dollars - in which case, again 
regardless of where he actually lives, it is adjusted, as under the old scheme, 
according to the Washington index, or_ (b) in the currency of his designated 
"country of resettlement" - in which case, as long as he continues to reside there, 
it is (i) paid at a pegged exchange rate against the dollar (which is the average 
rate over the five years immediately preceding his retirement) and (ii) adjusted 
for the future according to the local cost-of-living index movements. The 
"country of resettlement" however, may afterwards be altered upon proof of 
residence in a different country for at least a year; and the pensioner may also, 
under certain restrictive conditions, change his option to that of the dollar. 

26. The prime advantage to the pensioner cf a scheme such as this is of course, 
that to the extent that option (b) is exercised, a local currency pension is 
established that (i) is initially cushioned, through the five-year averaging 
device, from the full effect of any previous currency revaluation vis-a-vis the 
dollar, (ii) can never fall below its initial figure in the local currency through 
a further adverse exchange movement and (iii) maintains its purchasing power in 
terms of domestic inflation rates. The cost of the above scheme, if it were to 
be operated by the United Nations Joint Staff Pension Fund, would be of the order 
of $50 to $60 million as an actuarial lump sum. 

27. In the absence of any other scheme in operation that could be considered to 
be based on the criterion of selectivity based on residence, the Board examined a 
number of possible schemes that might conceivably meet the various criteria 
required. Thus it recognized that a possibility exists that would, in broad terms. 
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equate the situation of staff in the General Service and Professional categories kj 
by first incorporating the average post adjustment component of the latter into the 
pensionable base for contribution purposes; it would, at the time of retirement, 
then establish the pension for this category from a base consisting of the gross 
salary plus the post adjustment of the country of residence; and it would 
thereafter adjust pensions of all former staff according to the movements of the 
post adjustment class of the country of residence subsequent to the retirement 
date. 

28. The Board believes that, on balance, the advantages of a scheme such as this 
are outweighed by its disadvantages. While it would equate the pensionable base 
for the General Service and the Professional categories and restore a proper 
pension-to-pay relationship for the latter, the effect of including the post 
adjustment component at the present time would imply substantial additional costs 
in terms of future contributions. The Board consequently considers this to be a 
solution which cannot, without considerable variation, be contemplated at present, 
although it would hope that means could sooner or later be found to create a 
closer relationship between the pensionable remuneration of Professional and 
General Service staff. 

29. Another scheme was considered that would provide for time-to-time adjustment 
of pensions in the country of residence of the pensioner based on movements of the 
Post Adjustment Index (PAl) by multiplying the base pension by a fraction 
consisting of the PAI of the day of payment of the benefit divided by the PAI of 
the day of retirement in the country of residence. The pensions of existing 
pensioners would be adjusted on the current PAI of New York until such time as the 
local PAI system results in a more favourable adjustment. While reaching a 
consensus that the scheme could meet the problem satisfactorily, the Board 
considered that the post adjustment system was based on a pattern of expenditure 
somewhat different from that required for pension adjustment purposes. 

30. The Board also examined - but discarded as unrealistic - various devices 
based upon the so-called "Bretton Woods dollar", or "unit of account", which would 
in essence do no more than re-establish the value of the United States dollar for 
pension purposes in terms of other currencies at its approximate May 1971 level. 

Objectives of an adjustment system 

31. On the basis of its study of both the existing system and of theoretical 
systems based on selectivity, the Board arrived at the conclusion that, in order to 
respond to the needs of officials retiring from international service under the 
conditions of the common system, the objectives of any pension adjustment scheme 
should be the following: 

(a) The system should provide for early, adequate and equitable adjustments 
for pensioners wherever they reside, without loss due to either inflation or 
exchange-rate changes - that is, it should maintain the purchasing power of the 
original pension in a reasonable manner and be capable of responding promptly to 
changing conditions in the future; 

hj Including Field Service and other categories. 

-10-



(b) The system should he readily susceptible of further refinement and 
improvement; 

(c) The system should be applicable to all pensioners, present and future; 

(d) The system should maintain the right of pensioners, in accordance with 
article kQ of the Fund's Regulations, to have their pensions paid in dollars or in 
another currency of their choice, at the option of the pensioner; 

(e) The system should also maintain equal rates of contributions to the Fund 
and, for Professional and higher category staff, equal pensionable remuneration for 
contribution purposes, whatever the duty station; 

(f) The system should not reduce the pensions of some participants for the 
benefit of others; 

(g) The system should be administratively practicable; 

(h) The system should be financed from the Fund's own resources. 

The Board also considered whether the varying impact of direct taxation should 
be taken into account in these objectives. For a variety of reasons, including 
administrative feasibility, it was agreed to postpone consideration of this question 
until a later session. 

Summary 

32, Although the terms of reference cf the General Assembly request appear to be 
limited to a study, the Board has taken the view that economic developments over 
the last year have had such an effect on the purchasing power of pensions in payment 
as to require further remedial action. 

33. Also the Board has noted that the continuing depreciation of pension 
entitlements has been the subject of consideration not only in the United Nations 
General Assembly, but in a number of governing bodies and other organs of the 
member organizations of the Fund. For example, the Executive Board of UNESCO has 
drawn attention to the "serious depreciation of pension entitlements for staff 
members and in particular of the value in local currencies of pensions ... to 
former staff members". 5/ And the Conference of Plenipotentiaries of the 
International Telecommunication Union has again noted the need for: 6/ 

"The speedy adjustment of pensions paid in order (i) to restore as far as 
possible the purchasing power of pensions to a level equivalent to that 
prevailing before May 1971, and (ii) to maintain that purchasing power by 
adjusting pensions within the shortest possible time." 

5j See decision 7«5 taken by the Executive Board of UNESCO at its 
ninety-third session. 

6/ See recommendation No. 3 adopted by the Conference of Plenipotentiaries of 
the International Telecommunication Union, held at Malaga-Torremolinos, 1973. 

-11-



3k. Finally, the Board has received a statement adopted unanimously by the 
Administrative Committee on Co-ordination on h July 197^, in which it noted, 
inter alia: 

"with grave concern the situation in which a substantial proportion of the 
pensioners of the United Nations Joint Staff Pension Fund find themselves 
as a result of the depreciation in recent years of the monetary unit in 
which their pensions are established." 

The ACC was of the view that "determined action is necessary to ensure that the 
benefits and pension adjustments of the Joint Staff Pension Fund shall provide 
reasonable security for present and future pensioners over both the short and the 
long term". The ACC statement concluded with the earnest hope "that the current 
study of possible solutions will lead to the proposal of a revised system of 
pension adjustments which would provide early, adequate and equitable compensation 
for pensioners wherever they reside''. 

35. It is against this background, and against the history of the question as set 
out in the paragraphs above, that the Board has provided recommendations for action. 

The system recommended 

36. The Board has come to the conclusion that, if a selective system is to become 
the means by which the problems of adjustment can effectively be resolved in 
present economic conditions, the existing system of pension adjustments would have 
to be modified in line with the criteria set out in paragraph 31 above. It took as 
a point of departure the present adjustment procedure adopted by the General 
Assembly in 1973 and agreed that it would be appropriate to add to it some of the 
positive features of the IBRD and IMF system. 

37« The adjustment system proposed would therefore offer the pensioner two 
choices, subject to certain restrictions explained below: one, based on the 
adjustment of benefits according to changes in purchasing power in the country 
of residence, the other, continuing unchanged the present WAPA adjustment procedure 
regardless of the country of residence. 

38. As its essential element, the first choice would offer to present and 
prospective pensioners the possibility of having their pensions adjusted regularly 
in the future in relation to the evolution of the cost of living in their place of 
residence, as well as of having them protected against future loss in value in 
local currency terms. This would be achieved by recording the pensioner's election 
of country of residence (supported by acceptable documentary evidence) and the 
subsequent indexing of the pension to the movement of the national consumer price 
index for that country. Protection against exchange rate losses would be effected 
by denominating the pension in local currency at the average exchange rate over 
the 12 months immediately preceding retirement. 

39- In so far as existing pensions are concerned, while it is true that there has 
never been any formal commitment that the rate of WAPA adjustment would for all 
time be maintained, expectations have been built up and, once a pensioner has 
received a certain level of income on a regular basis so that it has become built 
into his standard of living, the Board does not believe it should be reduced merely 
because the system has been changed. Therefore, the Board recommends that the 
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WAPA system should be maintained, at the option of "both existing and future 
pensioners. What this will mean is that each pensioner, and each participant when 
he becomes a pensioner, will have the option either to remain under the WAPA system 
or to have his pension adjusted, either at once or later, according to the new 
system. The Board would, however, qualify the option's exercise in one important 
respect - which it believes is not unreasonable. Once a pensioner has decided it 
is to his advantage to opt for the new system, he would not have the right to 
revert to the old. 

HO. The new plan, subject to the options indicated above, would be applied to all 
new pensions awarded on or after 1 January 1975 and any present pensioner could 
opt, as from that date, to move to the new plan. In the interest of a smooth and 
equitable transition to the future adjustment system and to relate it fairly to 
the present WAPA plan, a transition period of kO months, dating from 1 January 197^ 
(the initial date of application of the WAPA plan), 7/ is foreseen. During this 
period, conversion to the new adjustment scheme would be made from a figure 
representing the basic pension plus that part of the WAPA adjustment due under the 
present scheme. 

Hi. The broad effects of the proposed new system (the detailed application of 
which is explained in Annex V) will be to restore for the future the greater part, 
if not the whole, of the losses suffered by pensioners in those countries where 
benefits in local currency have been reduced substantially below their previous 
level by the operation of exchange factors - which has been one of the Board's 
principal objectives. The new system, also, can be expected to maintain these 
benefits in a reasonable relationship to their original value. At this juncture, 
the maintenance of the present WAPA system, parallel with the new arrangements, is 
both a necessary and a desirable step, in the Board's opinion. 

H-2. The Board recognized that the above proposal, while adjusting pensions 
equitably for time-to-time cost-of-living changes once the pensions are established, 
does not fully solve the problem of establishing the equivalence of purchasing 
power according to the country of residence. The initial pension can vary 
considerably, depending on the dollar/local currency exchange rate on the day the 
participant retires. During the last three years, there have been major abrupt 
variations due to official devaluations and revaluations and there have been erratic 
fluctuations due to market factors. 

H3. The Board intends to study the problem of the base pension adjustment further, 
but in the meantime proposes that, as a measure for avoiding day-to-day variations, 
the exchange rate for determining the base pension, where the basis is other than 
the WAPA, should be averaged over a 12-month period. 

Administrative and financial implications 

UH. The Board has considered the major administrative implications of a selective 
system. In the first place, there is the problem of obtaining satisfactory 

7/ The WAPA plan includes a provision under which the initial adjustment of 
20.2 per cent for existing pensioners is reduced by 0.5 per cent per month for 
pensions coming into payment from 1 January 197'+ onwards, the 20.2 per cent thus 
being exhausted at the end of kO months. 
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evidence of the country of residence. In this area, the experience of IBRD and 
IMF is relevant, since these organizations introduced a selective system in 1973 
and have reported no intractable problems. Secondly, additional administrative 
tasks would be imposed on the Fund by the necessity of obtaining proper option 
forms and providing participants with sufficient information on which to base their 
choice. Thirdly, additional work would result from the need to obtain as promptly 
as possible appropriate consumer price indices for all countries where beneficiaries 
reside. In addition to these, continuous administrative implications would be the 
initial effort required to revise the pension payroll programmes and to contact 
each of the more than 6,000 present beneficiaries to obtain their decisions on 
the system chosen. The conclusion is that the proposed system would undoubtedly 
increase the complexity and expense of the Fund's administration, as well as 
causing delays in benefit payments, but that these consequences could, with 
sufficient advance preparation, be kept within manageable proportions. 

2+5- The Board estimates that, while much would depend on the experience of the 
first few years, the above is likely to increase the workload of the Fund's 
central secretariat to the extent of requiring 3 to h additional Professional and 
5 to 6 additional General Service staff at a cost of some $130,000 annually. 

U6. Finally, the Board ascertained from its expert actuarial advisers that the 
additional liabilities comprised in the new system would have a quantifiable cost 
to the Fund in 3.ump-sum actuarial terms of about $3 to $5 million in respect of 
existing pensioners. In addition to this, for future pensioners, it was advised 
that there would be a conjectural cost - impossible to quantify and dependent 
largely upon exchange rates and economic conditions in the various countries in 
which pensioners will reside - that could either be negligible or could rise under 
conservative hypotheses to some $10 to $15 million in lump-sum actuarial terms. 
About half of this might originate from the operation of the 12-month average and 
the other from the option offered to participants. 

kf. The Board is aware that the estimated current excess of liabilities over 
assets in the Fund, as measured by the most recent valuation on 30 September 1972, 
is approximately $51 million, 8/ and it would recall to the General Assembly the 
advice given by the Committee of Actuaries in 1973 that an imbalance of this order 
of magnitude, while naturally not to be ignored, is, however, also not necessarily 
to be regarded as a source of special concern. The reason is essentially (a) that 
the total estimated liabilities of the Fund at the present time are in the 
neighbourhood of $3,500 million (of which the $51 million imbalance is consequently 
a very small percentage), and (b) that the science of actuarial valuation by its 
nature must operate within limits of precision considerably wider than this. 

U8 = With these considerations in mind, the Board believes that the two elements 
of cost involved in the new system can be approached separately. The quantifiable 
element of $3 to $5 million, which is the necessary consequence of the higher rates 
of adjustment to become applicable to a proportion of existing pensioners is, it 
considers, small enough to be absorbed into the total liabilities of the Fund 
without giving rise to any further problem of imbalance. The conjectvtral element, 
on the other hand, of necessity uncertain in its possible incidence, could, it 

8/ $37 million as shown in the 1972 valuation, plus $lH million as the cost 
of the WAPA system. 
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feels, properly be approached in the light of future valuation results, which will 
themselves reflect the effects of other varying factors, such as the rate of future 
inflation and salary increases. It therefore "believes that no serious risk would 
be involved to the Fund's financial stability by the adoption of the new system. 
The Board believes, however, that, if such costs should arise to any significant 
degree, consideration could, be given to the possibility of meeting them out of the 
refunds presently made to organizations in respect of participants who separate 
from the service before completing five years. 

Conclusions 

1*9- The Board, after examining various schemes for compensating pensioners for 
currency changes and inflationary movements, as requested under the terms of 
General Assembly resolution 3100 (XXVIIl), has designed a scheme which, it. believes, 
could serve the purpose envisaged in that resolution. It accordingly submits the 
scheme for the consideration of the General Assembly. 

50. The members representing the General Assembly reserved their position on the 
substance, but did not object to the transmission of the scheme to the General 
Assembly. Other members representing governing bodies expressed their concern 
that any new scheme submitted by the Board should not entail additional costs to 
Governments. In supporting the proposed system, some members representing the 
participants wished it to be recorded that it was their understanding that, if 
the proposed scheme were to go into effect, present and future recipients would 
continue to have their benefits determined and adjusted as at present, unless they 
should wish to exercise an option for the alternative adjustment system. 

(ii) Entitlements of males and females 
under the Regulations of the Fund 

51. The Regulations of the Fund differentiate in certain respects between the 
benefit entitlements of male and female participants. The Board had reached a 
consensus in 1973 that, as a matter of principle, these should be eliminated. It 
had refrained, however, from proposing immediate measures to this effect, because 
of the elements of cost involved, at a time when more urgent action was required 
for the adjiistment of pensions in payment. 

52. After further discussion of the matter in 197'+, the Board is of the opinion 
that, despite the cost aspects, action can no longer be justifiably postponed. 
The main differentiation in entitlements is in the provision of survivor's 
benefits, which in the case of male participants is automatic , but in the case of 
females requires proof that the surviving widower is without means to support 
himself and is unable, by reason of age or infirmity, to engage in substantial 
gainful employment. The Board proposes that a first step towards full ultimate 
alignment of entitlements should be taken by way of eliminating this differentiation 
in circumstances where death has occurred in service or if the participant has been 
retired for disability. The cost in lump-sum actuarial terms of such a measure 
would be about $2.1 million (as against approximately $10.3 million were the 
differentiation to be removed for death in all circumstances); the necessary 
amendments to the Regulations of the Fund have been included in annex VII below. 
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53. The Board wishes to stress in connexion with the above, however, that, while 
it recognizes the importance of the cost aspect, it does not consider this to he 
overriding where the issue is the "basic principle of equality. The Board "believes 
that that principle should be fully implemented as soon as possible, and it 
intends at its next session to examine the range and priorities of the various 
further measures required for this to "be done, together with such methods of 
self-financing as may be appropriate. 

(iii) Committee of Actuaries 

5*K The Committee of Actuaries, consisting of three independent actuaries appointed 
by the Secretary-General on the recommendation of the Board, was established in 
1961, under article 9 of the Regulations of the Fund, by General Assembly 
resolution 1561 (XV). The statutory function of the Committee is to advise the 
Board on actuarial questions arising out of the operation of the Regulations, 
including the assumptions and methods to be used in the periodic valuations of 
the Fund performed by the Board's Consulting Actuary, the review of the results 
of these valuations and the provision of studies, such as that undertaken in 1973 
at the request of the General Assembly on the adequacy of the Fund's contribution 
rates. 

55. In 1973, the suggestion was made by the Advisory Committee on Administrative 
and Budgetary Questions and endorsed by the General Assembly that, given the 
continuing growth of the Fund and its system-wide operation, the Board should 
consider enlarging the Committee of Actuaries to a membership of not more than six. 
The Board has examined this suggestion carefully and has come to the conclusion 
that, while there is probably no technical need for the Committee to be enlarged, 
there may well be advantages in the wider range of expertise which could be 
anticipated from doing so. It proposes, therefore, that the number of members 
be increased from three to four and that article 9 of the Regulations be amended 
to this effect. 

56. The Board intends, at its next session in 1975, if the above proposal is 
adopted by the General Assembly, to apply to the composition of the Committee in 
the future the principle of rotation of membership through staggered terms of 
office, so that one new appointment, or a reappointment, would take place each 
year. In furtherance of this principle, the Board decided to recommend to the 
Secretary-General the renewal of the terms of office of the present members for one 
year only, leaving to its next session the precise application of the rotation 
method to the future membership of the Committee from 1 January 1976 onwards. 
Candidatures already submitted for membership will accordingly be retained until 
that time. 

(iv) Coverage of part-time staff 

57. The member organizations of the Fund are making use to a significant degree of 
part-time staff for certain types of work where recruitment on a full-time basis 
has become difficult, such as secretarial staff in some areas and language staff 
in many others. As the pattern of such employment has now become fairly well 
established, the Board was asked to consider modifications to the Regulations which 
would facilitate the recruitment of the staff in question by providing pension and 
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related coverage through the Fund, and so aligning their conditions of service with 
those of full-time employees. 

58. The Board was informed that approval of the proposal could result, inter alia, 
in some economies to the organizations, in so far as marginal needs can often "be 
met through the use of part-time rather than full-time staff. It has also 
satisfied itself, on the advice of the Committee of Actuaries, that appropriate 
coverage can be provided without imposing any additional financial "burden on the 
Fund. The coverage would he restricted to staff holding at least half-time 
appointments, with eligibility for participation otherwise being governed by the 
same length of service periods as those applicable to regular staff; pensionable 
remuneration, length of contributory service and entitlements flowing therefrom 
would, however, be computed according to an actual-work formula, under which, for 
example, two years of half-time service would equal one year of regular contributory 
service. All other entitlements would follow those applicable to full-time staff, 
except that validation of prior service would not be permitted in respect of any 
period prior to the change. 

59. The Board has formulated amendments to the Regulations designed to accomplish 
these purposes, which are set out in annex VII. It recommends that they be 
approved by the General Assembly with effect from 1 January 1975• 

(v) Emergency Fund 

60. The Board established, in 1973, an emergency fund 9/ derived from voluntary 
contributions by member organizations, staff organizations and individual 
contributors, for the broad purpose of dealing with cases of hardship among 
pensioners - in a manner analogous to the assistance provided from time to time by 
the organizations to serving staff in critical circumstances. The intention, 
however, was to submit later to the General Assembly proposals which would enable 
the resources of the Fund itself to be used for this purpose. The main immediate 
objective of the Board was to relieve distress, particularly among those in receipt 
of small pensions, resulting from the currency fluctuations and cost-of-living 
increases of the time, until compensatory action by the General Assembly could be 
authorized. By the end of 1973, as will be seen from schedule h of annex I below, 
an amount of $65*373 had been contributed from various sources, $6l,250 of which 
was distributed to the pensioners most severely affected. 

61. The action authorized by the General Assembly in 1973 with respect to pension 
adjustment to some extent alleviated the problems of most of those who had received 
assistance, and the question arose in 19lh of whether the emergency fund should 
nevertheless be continued, in order to serve the Board's original purpose of 
providing aid in individual hardship cases where there was a proved need for relief. 
If so, the extent to which the Fund's own resources might reasonably be committed 
thereto needed to be considered. 

62. The Board was encouraged by the proposal made during the 1973 discussions in 

9/ Official Records of the General Assembly, Twenty-eighth Session, 
Supplement Ho. 9 (A/9009 and Corr.l and 2), vol. I, chap. IV, paras, kl and k2. 
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the Fifth Committee 10/ for the use of the Fund's own resources for hardship 
relief, rather than reliance solely upon those derived from voluntary contributions. 
It believes that there will always be situations in which illness, infirmity, ill-
fortune or some other cause beyond a pensioner's control will necessitate extra 
aid. The Board considers that the Fund should accept its due share of responsibility 
in such cases - particularly if the pensioner lives in a developing country where, 
because of the absence of a comprehensive social security system, the need for 
assistance is great, and the Board proposes, therefore, that for an experimental 
period of one year it should be authorized to expend a sum of up to $50,000 (in 
addition to such voluntary contributions as may continue to be received) for this 
purpose, to be administered under appropriate flexible guidelines developed by its 
Standing Committee and to be reviewed after the first year of experience, A modest 
amount of this order can be accommodated within the excess of the allocation for 
administrative expenses (O.lU per cent of the contribution rate) over the actual 
amount expected to be utilized (0.10 per cent) in 1975 (see para. 6k below). 

(vi) Administrative expenses 

63. The Regulations of the Fund provide, in article 15, that expenses incurred by 
the Board in the administration of the Fund - as distinct from those incurred by 
member organizations in local pension administration - shall be met by the Fund 
itself, and that estimates thereof shall be submitted annually to the General 
Assembly for approval. The Board submits, under this head, estimates of 
$2,11*7,600 (net) for 1975 and supplementary estimates of $96,800 (net) for 197^ 
(see annex III below). These expenses are a charge entirely on the Fund and do 
not involve the budget of the United Nations in any way or that of any other 
member organization. 

6U„ Concerning the estimates, the Board wishes to observe in general that the 
guideline recommended by the actuaries and followed consistently for a number of 
years - of distinguishing between administrative costs, properly so-called, and 
investment costs, and of holding the former within O.lU per cent of the total 
pensionable remuneration of the Fund's participants - has been maintained. The 
investment costs, which now include provision for investment staff in the United 
Nations Office of Financial Services, as well as for the contractual fees payable 
to the two financial institutions responsible for advisory and custodial services, 
are estimated to amount to $1,393,300 out of the total chargeable to the Fund, and 
the balance of $75^,300, which represents administrative costs, is approximately 
0.10 per cent of total pensionable remuneration anticipated for 1975. 

65. The 1975 estimates show, at the same time, an over-all increase above the net 
appropriations for 1971+ of $U83,300, the greater part of which is attributable to 
the need for additional staff and to increased investment costs. In so far as 
staffing is concerned, the Board has found that its policy of attempting to absorb 
a continually increasing administrative workload without corresponding additions 
to its staff has resulted in severe strains on the Fund's central secretariat, 
which, it is recognized, must now be alleviated. The problem is largely in the 
junior levels of the Professional and in the General Service category, where the 
cumulative effect of factors, such as the steady increase in the number of 

10/ Ibid. , Twenty-eighth Session, Annexes, agenda item 88, document A/9386, 
para. 11. 
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participants and pensioners, the greater complexity of the pension system, banking 
and other difficulties associated with currency fluctuations on a world-wide basis, 
and the like, have heightened to an unprecedented degree the level of correspondence, 
benefit computation, response to inquiries and general administrative work. After a 
full reassessment of the staffing situation, the Board finds itself obliged to 
recommend the addition of 10 new posts (three at the junior.Professional level and 
seven in the General Service category) to the central office in New York, the 
creation of a small liaison office of the Fund at Geneva, to be staffed by a junior 
Professional and a General Service category staff member, and the addition of one 
General Service category staff member (at the senior level), to those furnished to 
the Office of Financial Services for the control of the Fund's investments. These 
posts do not include the additional personnel, referred to in paragraph h5 above, 
which will probably be required eventually should the Board's proposals with respect 
to the revised scheme of pension adjustment be approved, which the Board proposes to 
deal with by way of a supplementary estimate, to the extent necessary, in 1975. 

66. The strengthening of the central secretariat of the Fund in New York is 
^ essentially to provide a P-3 level post as cashier, in order to handle the increased 

level of transactions involving banks, a further assistant-auditor at the P-2 level 
to monitor benefit computations, an additional administrative officer at P-2, four 
additional accounting clerks at the G-3/G-^ level, two similar clerk-typists, and 
one trainee computer programmer at the G-k level. The establishment of a small 
office of the Fund at Geneva, which, it is proposed, will consist initially of a 
junior Professional at the P-3 level together with a secretary/clerk, is intended to 
provide more extensive liaison with the organizations and expanded advisory service 
for staff and beneficiaries located there and to deal with day-to-day problems, 
particularly with regard to the payment of benefits arising in the European area. 
The office will replace an existing service of the same kind hitherto furnished 
through the United Nations Office at Geneva, which is no longer adequate for the 
Fund's needs. Finally, the senior-level General Service category staff member, who, 
it is proposed, will be furnished by way of additional assistance to the Office of 
Financial Services, at the request of the Secretary-General, will give increased 
emphasis to the surveillance of investment accounts and reports. A 'breakdown of the 
establishment, as proposed, is shown below in annex. Ill, table 2. 

67. The greater part of the increase in the investment costs referred to in 
V paragraph 65 above, is in the fees payable to the two institutions now providing 

advisory and custodial services for the Fund's portfolio under the Secretary-
General's over-all responsibility. These fees are linked, contractually, to the 
market value of the investments themselves and have been estimated by the Secretary-
General to amount to $1,200,000 for 1975, as against appropriations of $1,0^0,000 for 
197^. Increases have also been requested by the Secretary-General in the amount 
provided for investment consultants, from $3,000 in 197^ to $16,000 in 1975, mainly 
in connexion with real estate, and in an amount ($1,500) required for hospitality in 
connexion with meetings of the Investments Committee and certain related activities 
of the investment management staff. A further increase over 197*+, unrelated to the 
investments, however, is in the amount of $1+5,000, required for the actuarial 
valuation of the Fund as at 31 December 197*+, which will be carried out by the 
Consulting Actuary in early 1975. 

68. In so far as the supplementary estimates of $96,800 for 197*+ are concerned 
(annex III, table 3), the principal items are an amount of $31,000, representing an 
increase in gross salaries for both General Service and Professional! categories in 
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the central secretariat of the Fund - the latter as the result of the consolidation 
of five classes of post adjustment on 1 January 197** - a corresponding amount of 
approximately $lU,000 for the investment management staff (which includes, however, 
provision for the additional G-5 post mentioned in paragraph 66 above, from 
1 July 197*0, an amount of $18,000 by way of temporary assistance required to 
implement 1973 decisions of the Board and the General Assembly, approximately 
$13,000 in respect of real estate investment services, $5,000 in fees to the 
Consulting Actuary for assistance in connexion with the study of a selective pension 
adjustment system requested by the General Assembly in 1973, $U,100 to provide for 
the attendance of the three members of the Board of Auditors at the session of the 
Pension Board in Copenhagen and $8,200 for the purchase of a Wang 1200 Cassette 
Typing System as a further step towards mechanization of the Fund's procedures. 

D. Further action by the Board 

69. The action taken by the Board within its own powers under the Regulations 
related principally to the annual review of the Fund's investment position and 
investment policy, consideration of the methodology and assumptions for the next 
actuarial valuation of the Fund (as at 31 December 197*0, the introduction of 
certain minor changes in the Administrative Rules, proposals made for the 
recognition of prior contributory service and consideration of the question of the 
maximum length of contributory service. The Board also examined and approved the 
various financial statements, schedules and statistics annexed to the present report, 
and discussed with the Board of Auditors, the members of which had been invited to 
attend the session, the latter's report to the General Assembly on the accounts of 
the Fund for the year ended 31 December 1973 (see annex IV). 

(i) Investments of the Fund 

70. The Board's review of investment policy and of the returns currently being 
obtained from the portfolio was carried out on the basis of detailed reports and 
charts furnished for the purpose by the Secretary-General, who, under the 
Regulations, is responsible, in consultation with the Investments Committee 11/ and 
in the light of observations and suggestions made by the Board, for the investment 
and management of the Fund's assets. 

71. The Board noted from the information provided that the Fund's holdings were at 
present 68 per cent in equities (common stocks, convertible bonds and real estate), 

11/ The Committee consists of six members appointed by the Secretary-General 
after consultation with the Board and the Advisory Committee on Administrative and 
Budgetary Questions and. subject to confirmation by the General Assembly. The 
present membership is as follows: Mr. Eugene Black (United States of America), 
Mr. R. Manning Brown (United States of America), Mr. Jean Guyot (France), 
The Honourable David Montagu (United Kingdom of Great Britain and Northern Ireland), 
Mr. George Murphy (United States of America) and Governor B. K. Nehru (India). In 
addition, Mr. Yves Oltramare (Switzerland) has been serving as a co-opted member of 
the Committee, on an ad hoc basis, during 197**. 
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10 per cent in short-term fixed-interest obligations, and 22 per cent in long-term 
fixed-interest obligations (bonds), ratios which are about the same as during the 
previous year. Approximately 70 per cent of the equity portfolio continues to be 
invested in United States* securities, with the balance spread among other holdings. 

72, Statistics were presented to the Board which illustrated the yield on the 
various components of the Fund's portfolio. They showed, inter alia, a cumulative 
annual rate of return on the United States equity section (realized and unrealized 
capital gains or losses plus dividends) over the 10 years ending 31 March 197^ of 
about 5.30 per cent, although there had been a decline in over-all capital value of 
about l6 per cent in the current year due to adverse market conditions. The non-
United States equity section, over the same 10-year period, had shown a cumulative 
return of about 8.30 per cent, with a corresponding capital decline of about 
20 per cent in the current year. Currency fluctuations had not significantly affected 
the current year's results. At the same time, the long-term fixed-income securities 
section, historically lower in yield because of the effect of certain low-interest 
bonds purchased early in the Fund's history (which are gradually being eliminated), 
had shown an increase in yield to maturity from 6.̂ 9 per cent to 6.80 per cent in 
the past year - as compared with about h per cent 10 years previously. 

73. The Fund's holdings in real estate are for the most part at present in the form 
of participation in corporately-owned properties in the United States. The Board 
noted, however, that it is the intention of the Secretary-General to extend these 
holdings to other geographical areas as suitable market conditions develop. For 
this purpose institutional advisory arrangements are being contemplated to ensure 
appropriate professional expertise as the investment programme develops. The Board 
agrees that real estate, particularly over the long term, is likely to be an 
advantageous investment vehicle for the Fund and welcomes these recent initiatives. 

7̂ +. The Board recognized that in the adverse market conditions prevailing world­
wide over the most recent period under review, some decline in average yield had to 
be expected. It was satisfied, however, from the explanations provided by the 
Secretary-General, that the management of the portfolio had been such as to hold this 
to a minimum and that there was no reason to expect any significant decline in yield 
over the long term. In general, the members of the Board felt, also, that, while 
the distribution of the Fund's holdings and the ratio of equities to fixed-interest 
obligations were satisfactory, special attention should be paid to suitable 
investment opportunities in developing countries. 

(ii) Methodology and assumptions for the valuation of 
the Fund as at 31 December 197** 

75» The Board reviewed and approved various changes in the assumptions which the 
Committee of Actuaries had recommended for the next valuation. The assumptions in 
question relate for the most part to such items as the rate of withdrawal from 
service before normal retirement age, mortality and disability rates, rates of 
increase in salaries etc., the objective being to match these as far as possible 
with past experience as a realistic guide for the future. In the course of this 
review, the Board introduced one new assumption, recommended by the Committee of 
Actuaries, of an annual increase of 3 per cent in the number of participants in the 
Fund over the next 10 years (having regard to an average actual rate of increase of 
about 6 per cent annually during the period 1968-1972). 
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76. The Eoard further approved, on the recommendation of the Committee of Actuaries, 
a revised methodology for the valuation of the Fund as at 31 December 197̂ -. Under 
this, alternative valuations will be carried out assuming, in the first instance, 
dynamic (or inflationary) economic conditions for the next 10 years and an interest 
rate of 9 per cent, with static economic conditions thereafter and interest rates of 
h 1/k and h 1/2 per cent, respectively. In the second, static conditions will be 
assumed throughout, also with alternative interest rates of h l/U and k 1/2 per cent. 
On this basis3 the Committee expects to be in a position, once the results of 
the actuarial computations are known, to formulate its recommendations to the Board 
with due allowance for present economic uncertainties. 

(iii) Amendments to the Administrative Rules 

77. In addition to those consequential amendments which would be required if a 
change were made in the Regulations to provide for automatic benefits for widowers 
(see paras. 51 to 53 above), the Board decided, in pursuance of its powers under 
article h of the Regulations, to amend the Administrative Rules of the Fund to 
provide (a) for the possibility of benefits to be paid at the United Nations 
operational rates of exchange, where the participant has requested a currency other 
than United States dollars, and (b) for the full reimbursement to a participant who 
is separated after less than five years of contributory service, of his own 
contributions at their value in the currency in which they were paid. 

78. The purpose of the first amendment is both to stabilize as far as possible the 
equivalents in local currency of the dollar amounts due to beneficiaries from month 
to month, and to avoid the sometimes wide variations in rates practiced by 
commercial banks in the same general area. The purpose of the second is to enable 
a participant whose remuneration under the terms of his appointment was expressed in 
a currency other than dollars and who, because of a decline in the value of dollars 
with respect to such currency would otherwise receive, as his only benefit from the 
Fund, less in return than he had himself contributed to it, to be paid the 
difference. Details of the amendments are reported in annex VIII below. 

(iv) Recognition of UNRWA service prior to I961 

79. At the request of the United Nations Secretary-General, who informed the. .Board 
that the problem of making the requisite payments was still under study, the Board 
decided to maintain, for the time being, the option extended to UNRWA to include 
additional prior periods of service on the same basis as that of the original 
agreement for the period 1961-1966= 

(v) Recognition of prior service 

80. The general problem of recognizing as contributory, service which for various 
reasons had not originally been contributory, was further discussed by the Board in 
connexion with a proposal submitted by the Director-General of the ILO. The 
proposal would allow a member organization desirous of doing so to make arrangements 
for having periods of prior service performed by members of its present staff, 
which, because of the terms of their employment at the time of their entry into the 
Fund, were not part of their contributory service, made contributory, subject to the 
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appropriate actuarial costs being paid to the Fund, and subject further to 
fulfilment of the same basic conditions embodied in the agreement with respect to 
prior service with UNRWA, referred to above. The Board accepted the proposal for 
application to the ILO and authorized other member organizations that wished to do 
so to conclude arrangements with the Fund on similar terms, 

(vi) Recognition of UNESCO service prior to 1951 

81. The Board considered a proposal by the Director-General of UNESCO to recognize 
as contributory, subject to approval by its General Conference, the service 
performed by some UNESCO staff members prior to the entry of that organization into 
the Fund. 

82. The Board, after noting the sui generis character of the problem because of the 
special circumstances in which it had arisen, decided to accept the proposal on the 
understanding that UNESCO would pay to the Fund the entire actuarial costs involved, 
as determined by the Consulting Actuary at the time the arrangements are concluded. 

(vii) Maximum length of contributory service 

83. The Board faces the problem that, by 1 February 1976, some participants in the 
Fund will have accumulated 30 years of contributory service, which is the 
maximum for which credit can be given for benefit purposes under the present 
Regulations (the earliest date from which such service may be reckoned is 
1 February 19^6). Other participants will, in due course, reach the same position. 
It must thus soon be determined whether +he 30-year period should be extended to 
perhaps 35 years or longer - as is the case in most national civil services - and, 
if so, on what basis credit should accrue for the additional years. 

8U. The Board believes that action of some kind can not be postponed beyond 1975. 
It accordingly requested the Consulting Actuary to prepare cost estimates, in 
conjunction with the forthcoming actuarial valuation, of various alternative methods 
of recognizing service in excess of the present maximum, and proposes to put forward 
recommendations on the subject to the General Assembly next year. 

(viii) Financial statements of the Fund for the period ending 
31 December 1973 and the Report of the Board of Auditors 

85. The Board noted the financial statements for the period ended 31 December 1973. 
It also noted with satisfaction the statement by the Chairman of the United Nations 
Board of Auditors, who presented the report of the Board of Auditors, that the 
differences which had existed in the past with regard to certain aspects of the 
audit had now been overcome. A proposal to regularize and clarify the arrangements 
under which the external audit of the Fund would in future be carried out was thus 
unanimously endorsed and, accordingly, the following agreement was signed by the 
Board of Auditors and the Pension Board: 

"Agreement 

"The audit of the accounts of the United Nations Joint Staff Pension Fund 
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by the United Nations Board of Auditors shall be carried out in accordance 
with the standardized financial regulations and the additional terms of 
reference relating to external audit approved by the Administrative Committee 
on Co-ordination at its fifty-third session (26-27 April 1971)." 

86. The Board was informed that corrective action had been taken by the Secretary-
General with respect to certain points of substance raised by the Auditors in their 
report in connexion with the investments. In particular, certain income losses due 
to defective methods of computing the cash balances held by one investment adviser 
would be recovered; and improvements had been instituted to avoid previous delays in 
the accounting and transfer of contributions to the Fund from member organizations. 
The Secretary-General had also taken due note of the need for co-ordination in the 
activities of the two investment advisers. The Board does not as yet feel able, on 
the other hand,, with the change in the Fund's financial year to the period 1 January-
31 December, to set a specific date for the transmission of the annual accounts to 
the Board of Auditors. Experience and new procedures will be required within the 
member organizations to enable data to be processed within the new deadlines 
prescribed under the Administrative Rules, and the Board would prefer to await the 
results of its efforts to induce the organizations to co-operate effectively in this 
respect before undertaking delivery of the final accounts by a specific date. 

E. Standing Committee 

87. The Board elected the following as members and alternate members of its 
Standing Committee which, under article k of the Regulations, acts on the Board's 
behalf when it is not in session 

Members 

United Nations (Group I) 

Mr. G. J. McGough 

Mr. W. H. Ziehl 

Mr. A. J. Friedgut 

Specialized agencies (Group II) 

Mr. C. Baudazzi (ITU) 
Mr, C. von Stedingk (lLO) 

Dr. J. Burton (WHO) 

Specialized agencies (Group III) 

Mr. Y. Lambert (ICAO) 
Mr. F. H. Thomasson (FAO) 

Mr. P. Coeytaux (UNESCO) 

Alternates Representing 

Miss K. Whalley 
Mr. S, Kuttner 
Mr. R. Schmidt 
Mr. D„ Miron 
Mr. C. Timbrell 
Mrs. P. K. Tsien 
Mr. A. A. Garcia 

General Assembly 
General Assembly 
General Assembly 
Secretary-General 
Secretary-General 
Participants 
Participants 

Dr. M. C. Clancy (IAEA) 
Mr. P. M. C. Denby (lLO) 
Mr. A. Ali (ILO) 
Mr. J. Paleologos (lLO) 
Mr. G. Dazin (WHO) 
Mr. C. Lhoest (WHO) 

Governing Body 
Executive Head 
Executive Head 
Executive Head 
Participants 
Participants 

Mr. E. A. Olaniyan (ICAO) 
Mr. J. Greig (FAO) 
Mr. J. Wrigley (FAO) 
Mr. P. Roux (UNESCO) 

Governing Body 
Executive Head 
Executive Head 
Participants 
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ANNEX I 

FINANCIAL STATEMENTS AND SCHEDULES FOR THE PERIOD ENDED 31 DECEMBER 1973 

AUDIT OPINION 

We have examined the following appended financial statements, numbered I and 
II, properly identified, and relevant schedules of the United Nations Joint Staff 
Pension Fund for the year ended 31 December 1973- Our examination included a 
general review of the accounting procedures and such tests of the accounting 
records and other supporting evidence as we considered necessary in the 
circumstances. As a result of our examination, we are of the opinion that the 
financial statements properly reflect the recorded financial transactions for the 
year, which transactions were in accordance with the Financial Regulations and 
legislative authority, and present fairly the financial position as at 
31 December 1973. 

(Signed) J. E. ESCALLON 0. 
Controller-General of Colombia 

(Signed) J. J. MACDONELL 
Auditor-General of Canada 

(Signed) A. HAMID 
25 June 197^ Auditor-General of Pakistan 
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Annex I 
Statement I 

Statement of assets and liabilities as at 31 December 1973 
with comparative figures as at 30 September 1972 

1973 

$ 

1972 

Assets 

Cash in banks 
Contributions receivable from 
member organizations 

Accounts receivable 
Accrued income from investments 
Receivable for securities sold 
Investments (schedules 2 and 3) 
Bonds - at cost 

(market value -
$2k9 5̂ 5 120.97) 

Convertible bonds - at cost 
(market value -
$65 129 55^.00) 

Stocks - at cost 
(market value -
$5M* 218 lUo.00) 

Prepaid benefits 

270 232 205.01 

65 085 660.53 

U7U 161 035.81 

767 185.kk 

7 22U 35^.89 
182 887.98 

6 661 261.33 
3 687 285.66 

809 1*78 901.35 
1 k!3 81*1*. 02 

1 388 1*66.38 

153 753.02 
116 013.87 
012 226.87 
3U0 318.63 

695 109 989.00 
9U1 717.65 

829 ̂ 75 720.67 712 062 1*85.1*2 

Liabilities and principal of the 
Fund 

Benefits payable 
Held in trust 
Payable for securities 
purchased 

Other accounts payable 
Principal of the Fund 
Pension Reserve 
Participants' Account 
Balancing Account 

211 800 000.00 
208 00l+ 1*02.1*3 
1*01 239 775-93 

3 093 1*66.38 
160 000.00 

1* 03l* 302.02 
1 ll*3 773.91 

821 Ql*l* 178.36 
829 1*75 720.67 

1 731 57U.85 
870 827.91 

7 732 830.37 
302 213.77 

701 1*25 038.52 
712 062 1*85.1*2 

Certified correct: 

(Signed) W. H« ZIEHL (Signed) Arthur C. LIVERAN 
Acting Head, Office of Financial Services Secretary 

United Nations United Nations Joint Staff Pension Board 
(for cash balances and investments of the 

Fund only) 

13 May 1971+ 
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Annex I 
Statement II 

Statement of source and application of funds for the period 
ended 31 December 1973 with comparative figures as at 

30 September 1972 

1973 

$ 

Source of funds 

Contributions by participants 
7 per cent of pensionable remuneration 
Additional contributions to validate 
prior non-contributory service 

Repayment of benefits to restore prior 
contributory service 

Voluntary deposits 
Ik per cent of pensionable remuneration 
to make periods of leave without pay 
contributory service 

Contributions by member organizations 
lU per cent of pensionable remuneration 
Additional contributions to make prior 

service contributory 
h 1/2 per cent of pensionable remuneration 
of former associate participants 

Interest received from participants and 
member organizations on validation and 
restoration of prior service 

^5 588 628.10 

731 082.95 

712 039.02 
U3 983.37 

81 933.8*1 
hi 157 667-28 

91 177 256.20 

1 317 136.U3 

92 hgk 392.63 

253 8U7.81 

1972 

31 951 96U.22 

1 0U5 8U6.29 

5^0 32U.80 
k2 313.29 

60 3M.52 
33 6U0 793.12 

63 903 928.kh 

1 5U9 66k.95 

620.20 
65 h5k 213.59 

237 216.56 

Contributions with interest received from 
non-member organizations for participants 
transferred under agreements 2 853.78 77 531+.35 

Investment income 
Interest earned 
Dividends 
Profit on sales of investments 
Loss on sales of investments 

22 313 203.11 
16 306 666.69 
30 266 828.50 
(35 569 896.29) 
33 316 802.01 

16 592 65^.3^ 
10 2U1 106.92 
9 0U0 U53.UU 

(15 970 252.10) 
19 903 962.60 

Totals 173 225 563.51 119 313 720.22 
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Annex I 
Statement II (continued) 

19T3 1972 

Application of funds 

Payment of benefits 
Withdrawal settlements and full 
commutation of "benefits 

Retirement benefits 
Early and deferred retirement benefits 
Disability benefits 
Death benefits (other than to children) 
Children's benefits 

10 2lU U21.95 
21 967 136.90 
7 715 802.53 
90U 721.76 

3 058 806.89 
1 392 lUo.96 
U5 253 030.99 

5 95^ 673.61 
12 919 756.69 
3 313 571.51 
^53 733.23 

1 570 6^6.81 
752 503.68 

2k 96U 885.53 

Contributions with interest remitted to 
non-member organizations for 
participants transferred under 
agreements 380 771.06 230 178.9^ 

Contributions refunded to member 
organizations 6 280 637.98 3 627 692.79 

Administrative expenses 
Administrative cost 
Investment costs chargeable to gross 
income from investments 

Adjustments to prior year benefits (net) 

Transferred to Principal of the Fund 

Totals 

622 196.53 

1 
1 

( 

119 

173 

185 156.72 
807 

115 

353.25 

369.61) 

619 139.Qh 

225 563.51 

U23 28U.51 

63b 653. 
1 057 

22 

89 *no 

119 313 

fc5 
937.96 

811. 

213. 

720. 

,U8 

52 

,22 

Certified correct: 

(Signed) Arthur C. LIVERAN 
Secretary 

United Nations Joint Staff Pension Board 

13 May 197^ 
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Annex 1 
Schedule 1 

Schedule of administrative expenses 

Established posts 

Overtime and temporary assistance 

Common staff costs 

Custodial services and investment counsel 

Consultants 

Travel of staff 

Staff assessment 

Investments Committee 

Committee of Actuaries 

External audit 

Staff computer services rendered 
by the United Nations 

Communications.services 

Hospitality 

Miscellaneous charges 

Adminis t ra t ive 
c o s t s 

$ 

383 385.73 

81+ 299.40 

87 488.20 

72 244.73 

21 738.31 

6U9 156.37 

( 71 306.80) 

577 8U9.57 

5 382.77 

7 500.00 

25 ooo.oo 

5 000.00 

932.55 

531.64 

622 196.53 

Investments 
c o s t s 

$ 

117 058.74 

766.15 

21 062.96 

1 048 827.15 

2 713.56 

1 714.54 

1 192 143.10 

( 21 823.44) 

1 170 319.66 

13 437.69 

1 399-37 

1 185 156.72 
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Annex I 
Schedule It 

EMERGENCY FUND 

Assets and balance as a t 31 December 1973 

Assets 

Cash in banks $h 123.12 

Balance 

Total $U 123.12 

Source and application of funds as at 31 December 1973 

Source of funds 

Contributions from 

Member organizations $13 ^00.52 

Staff organizations 51 729.63 

Individual contributors 2^3.82 

$65 373.97 

Application of funds 

Payments $6l 215-12 

Bank charges 35-73 6l 250.85 

Balance $ k 123.12 

Certified correct : 

(Signed) Arthur C. LIVERAN 
Secretary 

United Nations Joint Staff Pension Board 

13 May 197^ 
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ANNEX III 

Annex III 
Table 1 

ESTIMATE OF ADMINISTRATIVE EXPENSES FOR 1975 

Table 1 

Estimate of 

Items of expenditure 

Salaries and wages 
Established posts 
Overtime 
Temporary assistance 

Common staff costs 
Established posts 
Temporary assistance 

Investment costs 
Contractual investments 
Salaries and wages 
Established posts 
Overtime 
Common staff costs 

Investments Committee 
Investment consultants 
Travel of investment management 

staff 
Investment reference services 
Hospitality 

Consultants 
Actuarial services 
Management 

administrative expenses for 1975 

(In US dollars) 

1975 
estimates 

553 
10 

000 
000 

87 100 

120 
16 

1 200 

158 

30 
18 
16 

3 
1 
1 

h-5 

000 
000 

000 

000 
800 
000 
000 
000 

000 
000 
500 

000 

197fc 
appropriations 

335 
10 
73 

70 
15 

1 0^0 

• 118 

2k 
15 
3 

3 
1 

7 

600 
000 
500 

Uoo 
200 

000 

Uoo 
Uoo 
800 
000 
000 

000 
000 

500 

1973 
expenses 

308 602.00 

8 677.23 
59 228.19 

60 126.25 
11 989.08 

856 766.6^ 

90 969.59 
766.15 

17 279.5U 
11 687.69 
2 713.56 

1 711+.5,4 
1 399-37 

_ 

69 328.00 
1 719.00 

Medical examinations and 
subscriptions 

Travel of staff 
To meetings 
On official business 
On home leave 

Committee of Actuaries 
Cost of external audit 
Computer services 
Communications services 
Hospitality 
Miscellaneous supplies and services 

Less: staff assessment 

TOTAL 

Increase over 197^ 

1 000 1 000 

13 000 
k 00C 

10 300 

2 800 
6 000 
20 000 

h 000 
900 

1 200 

2 322 600 

(175 000) 

2 lV7 600 

U83 300 

11 700 
3 700 
k ilOO 

2 500 
6 000 
20 000 

h 000 
900 

1 200 

1 773 200 
(108 900) 

1 661+ 300 

296.73 

8 139.09 
2 207.39 
9 922.78 

5 382.77 
6 000.00 

20 000.00 
k 000.00 

828.1+5 
3h6.h2 

1 560 090.he 

(70 1*69.70) 

1 U89 620.76 



Annex III 
Table 2 

Table 2 

Manning table for 1975 

Category and level 1975 197^ 1973 

Director and Principal Officers 

Director (D-2) 1 1 1 

Principal Officer (D-l) 1 1 1 

Professional 

Senior Officer (P-5) 2 2 2 

First Officer (P-U) 3 3 ^ 

Second Officer (P-3) 5 3 1 

Associate Officer (P-2) 7 ^ 5 

Assistant Officer (P-l) -

General Service 

Principal level (G-5) 

Senior level (G-U) 

Intermediate level (G-3) 

TOTAL 

7 

13 

15 

5 ^ / 

k 

12 

12 

U2*/ 

3 

13 

10 

k<& 

a/ Includes three Professional and five General Service posts for investment 
management provided to the United Nations Office of Financial Services. 

b/ Includes three Professional and four General Service posts for investment 
management provided to the United Nations Office of Financial Services. 
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Table 3 

Supplementary estimates for 197̂ - as compared 
with the appropriations a/ 

Annex ill 
Table 3 

Description 
1971*-

appropriations 
Revised 
estimate 

Net increase 
or 

(decrease) 

Salaries and wages 
Established posts 
Overtime 
Temporary assistance 

Common staff costs 
Established posts 

Investment costs 
Salaries and wages 
Established posts 
Overtime 
Common staff costs 

Investments Committee 
Investment consultants 
Hospitality 

Consultants 
Actuarial services 

Committee of Actuaries 
Cost of external audit 
Miscellaneous supplies and services 

TOTAL 

Less: Staff assessment adjustment 

Total net increase 

335 600 
10 000 
73 500 

70 U00 

366 600 
13 000 
91 500 

75 700 

31 000 
3 000 
18 000 

5 300 

118 ̂ 00 
J+oo 

2U 800 
15 000 
3 000 
-

7 500 

2 500 

6 ooo 
1 200 

668 300 

132 

27 
18 
16 
1 

12 

3 
10 
9 

777 

Uoo 
800 
300 
000 
000 
500 

500 

100 
100 
^00 

900 

ill- 000 
1+00 

2 500 
3 000 

13 000 
1 500 

5 000 

600 
k 100 
8 200 

109 600 

(12 800) 

96 800 

( 

a/ Limited to items in respect of which additional appropriations are 
requested. 



ANNEX IV 

REPORT OF THE BOARD OF AUDITORS 

1. In accordance with article lU of the Regulations and Rules of the United 
Nations Joint Staff Pension Fund approved by the General Assembly in 
resolution 252^ (XXIV), an audit of the accounts of the Fund shall be made annually 
by the Board of Auditors in a manner agreed between the Board of Auditors and the 
Joint Staff Pension Board. Its report on the accounts shall be included in the 
annual report of the United Nations Joint Staff Pension Board to the General 
Assembly and to the member organizations. 

2. The Board of Auditors, established under General Assembly resolution 7^ (i) 
functions in accordance with financial regulations 12.1 through 12.12 of the 
United Nations and the annex thereto. 

3. The Secretary of the United Nations Joint Staff Pension Board submitted for 
audit the following two financial statements as at 31 December 1973, together 
with four related schedules and an additional statement containing accounts of the 
Emergency Fund. 

Statement I. Assets and liabilities 

Statement II. Source and application of funds 

Schedule 1. Administrative expenses 

Schedule 2. Summary statement of investments 

Schedule 3. Comparison of cost value and market value of 
investments, and 

Schedule k. Emergency Fund - assets and balance 
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Scope of the audit 

k. The scope of audit of the Board of Auditors is governed by the Financial 
Regulations and Rules of the United Nations, which state that: 

"The audit shall be conducted in conformity with generally accepted 
common auditing standards and, subject to any special directions of the 
General Assembly, in accordance with the additional terms of reference set out 
in the annex to the present Regulations. 

"The Board of Auditors may make observations with respect to the 
efficiency of the financial procedures, the accounting system, the internal 
financial controls and, in general, the administration and management of the 
Organization. 

"The Board of Auditora shall be completely independent and solely 
responsible for the conduct of the audit. 

"The Advisory Committee on Administrative and Budgetary Questions may 
request the Board of Auditors to perform certain specific examinations and 
issue separate reports on the results." 

5. Paragraph 1 of the annex to the Financial Regulations requires that: 

"The Board of Auditors shall perform jointly and severally such audit 
of the accounts of the United Nations, including all trust funds and special 
accounts, as it deems necessary in order to satisfy itself: 

"(a) That the financial statements are in accord with the books and 
records of the Organization; 

"(b) That the financial transactions reflected in the statements have 
been in accordance with the Rules and Regulations, the budgetary provisions 
and other applicable directives; 

"(e) That the securities and moneys on deposit and on hand have been 
verified by certificate received direct from the Organization's 
depositaries or by actual count; 

"(d) That the internal controls, including the internal audit, are 
adequate in the light of the extent of reliance placed thereupon; 

"(e) That procedures satisfactory to the Board of Auditors have been 
applied to the recording of all assets, liabilities, surpluses and deficits." 

6. The Board's examination was carried out in accordance with the above and 
included a general review of the accounting procedures and such tests of the 
accounting records, systems of internal financial controls and other supporting 
evidence as it considered necessary in the circumstances. 
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Audit observations and recommendations 

General 

7. By an amendment to Administrative Rule D-U, it was decided that, with effect 
from 197^» the financial year of the Fund should he the period from 1 January to 
31 December inclusive. Consequently, the present accounts cover a period of 
15 months from 1 October 1972 to 31 December 1973-

8. The principal of the Fund increased from $701,1*25,039 as at 30 September 1972 
to $821,Okk,178 as at 31 December 1973. 

9. The investment income of the Fund during the period of 15 months ending 
31 December 1973 was $33,316,802 (proportionate for 12 months $26,653,^2) as 
compared to $19,903,963 for the year 1972. The income consisted of: 

15 months 12 months 
ending 31 December ending 30 September 

1973 1972 

Interest earned ' 22,313,203 16,592,65^ 

Dividends 16,306,666 10,2^1,107 

Profit on sales of investments 30,266,829 9,0^0,^ 

68,886,698 35,87^,215 

Less: Loss on sales of 
investments 35,569,896 15,970,252 

33,316,802 19,903,963 

10. The total investments of the Fund at cost amounted to $809,1*78,901 on 
31 December 1973 as compared to $695,109,989 as at 30 September 1972. The market 
value of the investments amounted to $858,892,815 (106.1 per cent of cost) on 
31 December 1973 as against $838,031,872 (120.5 per cent of cost) as at 
30 September 1972. 

11. Investments in non-US dollars have gone up from 16.1 per cent to 20.5 per cent. 

Short-term investments 

12. According to the present arrangements, the daily cash balances available with 
the Fund's investment adviser on account of the Joint Staff Pension Fund are 
required to be placed under short-term investments at prevailing market rates in 
multiples of $500,000 every day. Only the breakage remainder of $500,000 is to be 
left with the adviser. 

13. A review of short-term investments revealed that the method adopted by the 
adviser for working out daily cash balances was defective in several respects. 
As a result, large amounts of cash balances remained uninvested. 
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lU. During the months of December 1972 and October 1973 9 which were selected at 
random for test checks, average daily cash balances which remained uninvested 
worked out to $2 million and $1.5 million, respectively. At the prevailing market 
rates, the loss of interest ozi the uninvested cash balances in these months alone 
would be approximately $20,000. Since the method of determining investible cash 
used by the adviser was similar in other months, the loss for I** months ending 
November 1973, projected on the basis of the random sample, could be assessed as 
$11*0,000. 

15. A thorough examination of this issue was suggested and the prompt response by 
the Administration is appreciated. In keeping with the recommendations of 
External Audit, instructions were immediately issued to the adviser to calculate 
the daily balances in the suggested manner. Controls were also set up in the 
Treasury by which the cash balance is calculated promptly on the receipt of a daily 
cash statement and immediate action is initiated in cases of default. The Board is 
gratified to note that tests on the accounts for December 1973 revealed the 
desired improvement. 

16. The question of recovery from the adviser of the additional income which would 
have accrued to the Fund is being examined by the Administration and will obviously 
take some time. The Board is of the view that the responsibility of the adviser 
should be determined essentially with reference to the dates on which cash became 
legally available for investment. 

Delay in accounting of contributions of member organizations 

17. Member organizations are required to remit their contributions to the Joint 
Staff Pension Fund in such a way as to be received by the investment adviser on the 
tenth day of each calendar month. From the records available in the Treasury, the 
exact date on which the banks of the member organizations had actually effected the 
transfer was not available. In the absence of this information, it could not be 
determined if the contributions had been accounted for by the adviser on the dates 
received. 

18. In five cases, where the actual date of transfer was available, it was noticed 
that there had been a delay of three to 1+0 days in accounting for contributions. 
These amounts, which were not accounted for on due dates, were also not utilized 
for short-term investments and the Fund was deprived of income amounting to 
approximately $20,000. 

19. External Audit suggested a thorough review by Administration to ascertain if 
there were other cases of a similar nature. There was obviously a, need for 
strengthening internal controls in the Treasury to verify, on a regular basis, 
transactions reported in daily cash statements with original records. 

20. The Board notes with satisfaction that the Administration took up the matter 
with the adviser, who understands his responsibility for making up any income 
which the Fund should have earned from contributions. A thorough investigation of 
the examples cited, as well as of other similar cases, is in hand. 
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21. While awaiting the results of investigation, the Board recommends that member 
organizations be requested to instruct their bankers to inform the Administration 
of the dates on which funds are transferred to the adviser. This will facilitate 
a proper check of daily cash statements. 

Delay in receipt of monthly contributions to the Joint Staff Pension Fund from 
member organizations 

22. During the 15 months ending 31 December 1973, it was observed that, in 66 
cases, contributions from member organizations were shown by the adviser as having 
been received after the tenth of each calendar month. The delay ranged from one 
to 36 days. As stated in paragraph IT above, it could not be verified whether the 
delay was due to late remittance or due to late accounting. 

23. The delay in receipt of contributions creates uncertainty in cash-flow 
forecasting and forward purchase of securities. It also deprives the Fund of 
income from short-term investments. 

2U. If the contributions from all the organizations had been received by the 
adviser on the tenth of each month and utilized for short-term investment, the Fund 
would have earned an additional income of approximately $10^,000. 

25. In response to the suggestion of External Audit, the Secretary of the United 
Nations Joint Staff Pension Board has drawn the attention of all member 
organizations of the Fund to the need for the strictest compliance with the time 
limits, as well as to ensure that payments are made in United States Federal 
Funds. The Board suggests a full investigation of all the cases of delay. The 
need for a vigilant follow-up is also indicated. It is for consideration whether 
some provision should be made either in the Regulations and Rules of the United 
Nations Joint Staff Pension Fund or otherwise to enable recovery of loss of income 
from defaulting member organizations. 

Arrangements for investment and custody outside the United States of America 

26. A review of the arrangements for investment outside the United States of 
America revealed considerable cash balances lying unutilised. External Audit 
observed that there was need for reviewing arrangements for transferring money to 
the agents in London with a view to ensuring that unutilized balances were kept to 
a minimum. 

27. The Administration has since revised the arrangements. A buffer fund of 
$1 million has been placed at the disposal of agents in London and both the buffer 
fund and the current cash flow allocation are to be kept invested in short-term 
obligations. 

28. The Board hopes that this arrangement will prove beneficial to the Fund. It 
is suggested that the results of the new arrangements may be watched closely and 
the system of reporting by the agents in London improved to enable effective 
checks in the Treasury. 

• * 
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Co-ordination of investment activities 

29. With effect from November 1973, the Secretary-General appointed an additional 
investment adviser to the Fund. The Investments Committee and the Administration 
now receive advice from both the advisers and, on the recommendations of the 
former, the Office of Financial Services approves purchases and sales. In managing 
the Fund with two advisers, it is necessary to co-ordinate their activities and 
resolve situations of conflict, if any, in the best interest of the Fund. The 
Administration has been aware of the need for a more vigilant supervision and the 
Board appreciates the efforts made in tackling the intricate problems. 

30. One instance of a conflicting situation came to the notice of the Board. In 
December 1973, one of the advisers sold 35,000 shares of a stock for $2,55*+ ,065. *i0 
at an average price of $72.97 per share, although the Investments Committee had 
approved this stock for purchase and retention. At about the same time, the other 
adviser bought 6,000 shares of the same stock at an average price of $8U.8U per 
share. The loss to the Fund on 6,000 shares alone worked out to $71,220 at an 
average of $11.87 per share. On the same basis, the loss on the remaining 29,000 
shares could be assessed as $3^,230, as the $1,359,000 profit realized on the 
sale could have been greater by that amount. 

31. The Administration stated that the approval for sale of the stock by one 
adviser was accorded in consultation with the Chairman of the Investments Committee 
to increase cash reserves from $50 million to $80 million, while the purchase of 
the same stock by the other adviser was considered desirable from the point of 
view of portfolio strategy. As this was a matter of portfolio strategy, contrary 
approvals were not deemed to be inappropriate. 

32. It was noticed, however, that the adviser who had realized $2.5 million from 
the sale proceeds of the stock had made purchases of other securities worth about 
$9,552,000 in December 1973. The need for additional cash could have been met by 
a corresponding reduction in purchases. 

33. The Board hopes that, in the light of experience gained, it will be possible 
to ensure that situations of conflict between the advisers are minimized and 
resolved in the best interest of the Fund. The Board would suggest that, in cases 
where a change in holdings is necessitated by portfolio strategy, it may be kept 
under continuous review whether transfers of stocks could be arranged directly 
between the advisers without resorting to open market operations. 

Emergency Fund 

3^. The voluntary Emergency Fund was established by the Joint Staff Pension Board 
at its eighteenth session, held in July 1973, in order to relieve the distress of 
those on small pensions, a/ 

a/ See Official Records of the General Assembly, Twenty-eighth Session, 
Supplement Mo. 9 (A/9009 and Corr.l and 2), vol. I, chap. IV, sect. D, 
paras. lH-1+2. 
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35. The account of this Fund has been prepared separately, The total contributions 
to the Emergency Fund during the period ended 31 December 1973 amounted to 
$65,37^- Payments made to the pensioners amounted to $61,215- The cash balance 
of $U,123 has been verified from the bank statements. No separate confirmation was 
received from the banks. 

36. The Secretary of the Board was authorized to make disbursements out of the 
Fund according to the principles outlined during the discussion in the meeting of 
the Joint Staff Pension Board. 

37. The Administration has stated that the formal adoption of the guidelines for 
disbursements out of the Emergency Fund shall be an item on the agenda of the 
next meeting of the Standing Committee of the Pension Board. 

Follow-up action on previous years' reports 

38. The recommendations made by the Board of Auditors in its audit report on the 
accounts for the year ended 30 September 1972 were reviewed with the Administration 
in several discussions. The Board is satisfied, on the whole, that adequate 
follow-up action has been taken on most of the recommendations. The Board 
appreciates particularly that an additional investment adviser has been appointed. 

39• However, matters referred to in the succeeding paragraphs require further 
consideration. 

Payment of direct taxes on the purchase/sale of stock 

ko. As reported in the report of the Board of Auditors to the General Assembly on 
the accounts for the year ended 30 September 1972, b/ the Administration had 
promised to accelerate their endeavours with regard to the rescinding of direct 
taxes on stock transfers. 

Ul. This matter has not been finalized yet, but the Administration feels tha they 
"are very close to a workable solution, which can be put into operation in the 
near future". 

k2. The Board reiterates the need for expediting this matter. 

Annual accounts 

k3. The need for specifying a date by which the accounts should be transmitted to 
the Board of Auditors was commented upon in the audit reports for the years 1970, 
1971 and 1972. The Administration stated last year that it would not be possible 
to fix any date because of the change in the dates of the financial year. 

b/ Ibid., annex IV, para. 1+6. 
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kk. The Board hopes that a specific date could now be fixed in the light of 
experience gained this year. This would help both the Administration and External 
Audit to plan their work relating to finalization of accounts and the audit report 
in a more systematic way. 
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ANNEX V 

NEW PENSION ADJUSTMENT SYSTEM 

I. Details of proposed new pension adjustment system 

A. General description 

1. In essence, the proposed revised system would provide participants with a 
choice between: 

(a) The present adjustment system based on the Weighted Average of Post 
Adjustments (WAPA), which was adopted by the General Assembly on 11 December 1973 
under resolution 3100 (XXVIIl), section III, and is referred to in the present 
annex as the "WAPA system", 

(b) A new adjustment system, which for convenience will be referred to as 
the "CPI system". This system would determine pension adjustments according to 
the proved country of residence of the retired participant (or beneficiary) and 
would provide for a fixed amount expressed in the currency of that country, 
calculated at the time of retirement and afterwards adjusted in proportion to 
Consumer Price Index (CPl) changes in the country of residence. 

2. For descriptive purposes, it is assumed that the revised system would become 
effective on 1 January 1975. Further details are set out in the following 
paragraphs, while examples are given in section II below. 

B. Determination of the initial pension 

3. For participants (and beneficiaries) whose entitlements begin after the 
effective date of the new system, the initial pension would be computed in steps 
as follows: 

(a) The benefit will first be computed (in US dollars) according to the 
current Regulations and Rules of the United Nations Joint Staff Pension Fund. 
Thus a retirement benefit (under article 29) would be calculated as at present by 
the standard formula: 

Final Average Remuneration years of contributory service 
50 not in excess of 30 

At this point, the lump sum payment under the commutation provision would be 
determined and the later steps below would be based on the remaining benefit after 
any commutation elected. 

(b) To the basic pension after commutation, if any, computed in step (a), 
there would be added the special grading formulas adopted by the General Assembly 
in December 1973. These formulas essentially consist of an increase of 
20.2 per cent to benefits becoming payable on 1 January 197^» reducing by 
1/2 per cent for each month between 1 January 197^ and the date of subsequent 
retirement. These two steps would determine the initial pension under the 
WAPA system. 
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(c) For participants (and "beneficiaries) electing the CPI system related to 
the currency of the country of residence, the initial amount of the pension 
expressed in that currency would be determined by applying to the pension derived 
from step (b) above the average exchange rate between the US dollar and that 
currency over the 12 months immediately preceding the effective date of the 
entitlement. This average would be computed on the basis of the exchange rates on 
the first day of the 12 consecutive calendar months up to and including the first 
day of the month of separation. 

k. As a result of the above, an initial pension would be determined. It would 
be expressed in US dollars for benefits payable under the WAPA system and in the 
currency of the country of residence for pensioners and beneficiaries who have 
elected the CPI system. (However, the Fund would continue to use US dollars for 
accounting purposes, and the Regulations would continue to provide for 
contributions to be received in US dollars.) 

C. Indices and exchange rates 

5. For computations under the CPI system, the Fund would use the following: 

(a) For measuring changes in the CPI for the country of residence concerned, 
the index used would be the official consumer price index for the country as a 
whole issued by the national Government and published in the United Nations 
Monthly Bulletin of Statistics. Where an appropriate index is not readily 
available, it would be necessary to use another index. For ease of administration, 
the actual index used in adjusting benefits would lag three months (e.g. the CPI 
figure for 1 January 1976 would be based on the index for October 1975)- Once an 
index has been utilized, any subsequent amendments would not give rise to 
retroactive corrections. 

(b) The exchange rate would be the number of units of local currency per 
US dollar according to the system of rates in use by the United Nations Joint 
Staff Pension Fund for purposes of contributions and determination of 
pensionable remuneration. 

D, Adjustment of the pension 

6. As described in section A above, all participants and their beneficiaries 
would have the right to choose between the WAPA system and the CPI system for the 
adjustment of the initial pension as determined in section B above. Pension 
adjustments would be made as follows: 

(a) Under the WAPA system, the present procedure, effective 1 January 197̂ -, 
including operation of the Revised Pension Adjustment Index, would apply. This 
procedure is described in detail in the report of the United Nations Joint Staff 
Pension Board submitted to the General Assembly at its twenty-eighth session; a/ 

a/ See Official Records of the General Assembly, Twenty-eighth Session, 
Supplement No. 9 (A/9009 and Corr. 1 and 2), vol. I, annex V. 
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(b) Under the CPI system, benefits payable can be described by the general 
formula: 

(initial pension in currency of ) CPI at time benefit due 
(country of residence ) CPI at time of separation or 

death 

7. Other details of the proposed CPI adjustment system are as follows: 

(a) Adjustments would be made according to the country of residence of the 
pensioner or beneficiary regardless of the currency in which payment is elected; 

(b) In actual practice, the system would operate on a quarterly compounding 
basis in the identical manner as the present WAPA system; a/ 

(c) Adjustments would be made with any movement of 3 per cent or more in the 
consumer price index and would apply both upwards and downwards, subject to the 
provision described in section J below; 

(d) The resulting adjusted pension would continue to be expressed in 
US dollars for administrative and accounting purposes, although it would first be 
determined in the currency of the country of residence. 

E. Exercise of the option 

8. The exercise of the option between the two adjustment systems, as outlined in 
section D above, would operate as follows: 

(a) At the time a benefit first becomes payable to or on the account of a 
participant, there would be no restriction on the election; 

(b) At any later date, the retired participant or beneficiary could elect to 
change from the WAPA system to the CPI system merely upon giving three months' 
notice; 

(c) Changes from the CPI system to the WAPA system would not be permitted. 

9- After a change from the WAPA system to the CPI system, the new benefit would 
be calculated according to the following general formula: 

Adjusted pension at time of change (in US dollars) multiplied by current (not 
^ ,. a. a. a. • * n n 4. • i • .* v CPI at time payment due 

average) exchange rate at time of change multiplied by C P I at t i m e o f change— 

P. Changes in country of residence 

10. If a participant (or beneficiary) who has elected the CPI system should change 
his country of residence, then, starting on the first day of the month following 
acceptance of documentary evidence of residence in the new country, he would 
receive a pension recomputed according to the formula: 

a/ Ibid. 
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T •+ • i p i CPI at time payment due 
CPI at time of original separation (but not before 
1 January 1973) or at time of change from WAPA to CPI if 
later 

all computed as if he had always resided in the new country of residence. Only one 
change per year would be permitted. 

G. Survivor benefits 

11. Benefits under the CPI system payable to survivors would be computed as follows: 

(a) At the time of the survivor's entitlement, the starting point would be the 
participant's adjusted pension immediately prior to that date, with due allowance 
for any pension previously commuted and following any election previously made; 

(b) The exchange rate used for any conversion from the WAPA system to the 
CPI system would be that in effect at the time the survivor so elects. 

H. Application of revised system 

12. The CPI system under the proposed scheme would apply to the same range of 
benefits as the present WAPA system, that is to say, retirement, early retirement, 
deferred retirement, disability, widow's, widower's, child's, and secondary 
dependant's periodic benefits, but not to withdrawal and other lump-sum payments. 
In addition, any benefits arising from voluntary deposits would not be subject to 
the proposed new adjustment system. 

I. Existing pensioners 

13. Existing pensioners (and beneficiaries in receipt of periodic payments) at the 
time the revised system becomes effective would have a free choice between remaining 
on the WAPA system or switching to the CPI system. Subsequent changes in election, 
however, would be subject to the conditions described in section E above and 
paragraph 15 in section J below. If the WAPA system is chosen, the benefit, 
together with past and future adjustments, would remain unchanged. If the 
participant selects the CPI system on 1 January 1975 (the proposed effective date 
of the new procedure), he would receive on that date a pension of: 

Initial pension on 1 January 1973 CPI for 1 January 1975 
or later date of entitlement CPI for 1 January 1973 or later date of 

separation 

lU. For this purpose, the Initial Pension would be computed according to the 
three steps set out in section B above, utilizing: 

(a) The adjusted pension on 1 January 1973 for all participants who retired 
before that date or the actual basic pension for those who retired after that date; 
in this step, the amount of Transitional Adjustment for the year 1973 would be 
excluded; 

(b) The actual grading formula under the present procedure, for participants 
who retired on or after 1 January 197*+; for participants who retired before 
1 January 197^, the grading formula to be applied (see para. 3 (b) above) would be 
based on that for 31 December 197*+; 
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(e) Application of the average exchange rate over the 12-month period 
preceding 1 January 1973 or the date of retirement if later. 

After 1 January 1975 5 adjustments would "be made according to the procedure 
described in paragraph 6 (b) above. 

J. Basic pensions 

15. For all participants, including existing pensioners, the adjusted pension 
would never be allowed to fall below the basic pension, on the date of 
entitlement (that is, excluding the special grading formula and other PAI 
adjustments). It would be guaranteed: 

(a) In US dollars if the WAPA election is in force; 

(b) In currency of the country of residence if the CPI election is in force. 
For this purpose, the exchange rate used would be one of the following: 

(i) The 12-month average preceding the date of separation if that date is 
after 1 January 1975 and the CPI system was elected at time of 
separation; 

(ii) The 12-month average preceding 1 January 1973 or date of retirement if 
later for existing pensioners on 1 January 1975 who elected the CPI 
system as of that date; 

(iii) The exchange rate on the effective date of change for participants and 
beneficiaries who have changed from the WAPA system to the CPI system. 

K. Currency election 

16. The retired pensioner would continue to retain the right under article hQ of 
the Regulations to receive payment in any currency selected by him at the exchange 
rate on the date of payment. 

L. Administrative procedures 

17. Administrative procedures, particularly those covering options and the 
determination and evidence of residence, are in the process of being devised. 
Three important principles that would be followed are: 

(a) If exercise of the CPI option has not yet been completed, benefits would 
be paid on the WAPA system; 

(b) There should be no opportunity for retroactive election, that is to say 
for choice of a more advantageous system after the facts are known as to which 
system is more advantageous; 

(c) In view of the volume of work involved in recomputing benefits, obtaining 
options and collecting evidence of residence, some period of grace should be 
allowed in respect of existing pensioners. It is proposed that a 12-month period, 
but no longer, be provided during which the election and all related formalities 
could be processed with retroactive effect to 1 January 1975» the proposed 
effective date of the new system. The Fund's central secretariat would prescribe 
a time-table for the various steps to be taken in connexion therewith. 
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II. Examples under the CPI system 

A. Computation of initial pension 

18. Assume a participant retires with final average remuneration (FAR) of 
$10,000 and contributory service (CS) of 25 years. The participant elects the 
CPI system related to his country of residence where the exchange rate (in local 
currency units of $US 1.00) is according to the following hypothetical pattern: 

1 January 19lk through 1 May I97I1. - 2U.00 (5 months) 
1 June 197^ through 1 August 197^ - 30.00 (3 months) 
1 September 197^ through 1 January 1975 - 36.00 (5 months) 
1 February 1975 through 1 June 1975 - 33.00 (5 months) 
1 July 1975 through 1 January 1976 - 28.00 (7 months) 

(i) Retirement 1 January 1975 

19. The procedure for determining the pension would be as follows: 

(a) Basic pension would be — — x CS (= —=-r— x 25) or $5,000 per year. It 

is assumed that no commutation is elected; 

(b) The grading formula applicable to a separation on 1 January 1975 is 
13.7 per cent. The pension resulting from this step would be $5,685 
(5,000 x 1.137); 

(c) The average exchange rate over the 12 months immediately preceding 
retirement is taken over'the first days of the months February 197^ through 
January 1975 and is computed by: 

k x 2^.00 + 3 x 30.00 + 5 x 36.00 

The annual initial pension expressed in the currency of the country of residence 
would therefore be 173,393 units (5,685 x 30.50). 

(ii) Retirement 1 January 1976 

20. The procedure for determining the pension would be as follows: 

(a) The basic pension would again be $5»000 per year calculated as in 
paragraph 19 (a) above. It is again assumed that no commutation takes place; 

(b) The grading formula applicable to a separation on 1 January 1976 is 
7.7 per cent. The graded pension would thus be $5,385 (5,000 x 1.077); 

(c) The average exchange rate over the 12 months up to retirement 
(February 1975 through January 1976) would be: 

5 x 33.00 + 7 x 28.00 _A nft 
= 30.08 



This means an annual initial pension in the currency of the country of residence 
of 161,981 units (5,385 x 30.08). 

B. Operation of Consumer Price Index 

21. Set out in the tables below are examples of the working of the CPI system 
after the initial pension has commenced. The examples cover two different 
countries, but both are based on separation on 1 January 1975 with a basic pension 
of $5,000 per year and grading formula of 13.7 per cent. 

COUNTRY A 

12-month average exchange rate = 30.00 

CPI Ratio 
Date 

1 October 19lh 

1 January 1975 

1 April 1975 

1 July 1975 

1 October 1975 

1 January 1976 

1 April 1976 

1 July 1976 

1 October 1976 

1 January 1977 

CPI 

110.0 

113.5 

117.0 

121.0 

126.5 

127.0 

127.5 

132.5 

135.0 

137.5 

ratio 

— 

-

113.5/110.0 

117.0/113.5 

121.0/117.0 

126.5/121.0 

127.0/126.5 

127.5/126.5 

132.5/126.5 

135-0/132.5 

a/ 

— 

1.000 

= 1.032 

= 1.031 

= 1.03U 

= 1.0U5 

= 1.00U 

= 1.008 

= 1.0U7 

= 1.019 

utilized 

— 

1.000 

1.032 

1.031 

1.03U 

I.0U5 

1.000^ 

i.ooo-/ 

1.0U7 

1.000^ 

Pension 

-

170,550 

176,008 

181,k6k 

187,631+ 

196,078 

196,078 

196,078 

205,29*+ 

205,29U 

&/ The CPI ratio is the result of: CPI for current date 
CPI 3 months prior (or from date last 
utilized) 

(with CPI determined on 3-month lag). 

b_/ No change since factor falls below 3 per cent minimum. 
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COUNTRY B 

12-month average exchange rate = 5«^0 

CPI Ratio 
Date 

1 October 1971* 

1 January 1975 

1 April 1975 

1 July 1975 

1 October 1975 

1 January 1976 

1 April 1976 

1 July 1976 

1 October 1976 

1 January 1977 

CPI 

130.0 

131.5 

131.0 

129-5 

12U.0 

110.0 

115.0 

121.0 

130.5 

132.5 

ratio a/ 

— 

-

131.5/130.0 = 

131.0/130.0 = 

129.5/130.0 = 

12U.0/130.0 = 

110.0/12^.0 = 

115.0/110.0 = 

121.0/115.0 = 

130.5/121.0 = 

— 

1.000 

1.012 

1.008 

.996 

.95^ 

.887 

1.0^5 

1.052 

1.079 

utilized 

— 

1.000 

l.ooo-/ 

1.000-' 

l.OOO^7 

.95^ 

( .887) 

.922-/ 

(1.0U5) 

1.005-

1.052 

1.079 

Pension 

-

30,699 

30,699 

30,699 

30,699 

29,287 

(25,978) 

27,000-' 

27,lV7 

28,559 

30.815 

a/ The CPI ratio is the result of: CPI for current date 
CPI 3 months prior (or from date last 
utilized) 

(with CPI determined on 3-month lag). 

b/ No change since factor falls below 3 per cent minimum. 

c/ The basic pension provision operates to prevent the pension falling below 
its basic amount (e.g. initial value excluding 13.7 per cent grading formula 
which equals 27,000 units). 

d/ Movement of less than 3 per cent operates if pension previously at the 
basic level, provided increase would otherwise be more than 3 per cent. 

22, All benefits shown are annual and expressed in the currency of the country of 
residence. 

C. Change in country of residence 

23. If the participant retired on 1 January 1975 with residence in Country A, his 
pension payments for the years 1975 and 1976-would be according to the table 
above headed "Country A". If he now changes residence (duly evidenced) to 
Country B as of 1 January 1977, his pension in the currency of that country 
starting on that date would be 30,815 units. The figure is determined from the 
amounts under the table headed "Country B", that is, by recomputing his initial 
pension and adjusted pension as if he had always resided in Country B. 
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D. Existing pensioners 

2U. Set out "below are examples of the proposed provisions for existing 
pensioners. For all three examples, it is assumed that the exchange rate has 
"been as follows: 

1 January 1972 through 1 July 1972 - 20.00 (7 months) 
1 August 1972 through 1 February 1973 - 22.00 (7 months) 
1 March 1973 through 1 January 1971* - 2^.00 (11 months) 

25. It is further assumed that the CPI for the country of residence concerned, 
the same for all three examples, was 125.00 for 1 January 1973 (October 1972), 
130.00 for 1 January 197^ (October 1973) and lUo.OO for 1 January 1975 
(October 197*0. 

(i) Retirement 1 January 1971 

26. The pension payable on 1 January 1975 (the assumed effective date of the new 
system) would proceed in four steps as follows: 

(a) The starting point is the adjusted pension actually payable on 
1 January 1973 after allowing for PAI increases on that date. It is assumed that 
this amounts to $H,800 per year (in US dollars); 

(b) The special grading formula to be added would be that applicable to 
retirements on 31 December 197*+, that is, lU.2 per cent. This results in a 
benefit of $5,^81.60 ( M 0 0 x 1.1^2); 

(c) The average exchange rate for the 12 months up to 1 January 1973 would 
be: 

6 x 20.00 + 6 x 22.00 _ 

The initial pension, in currency of the country of residence, would then be 
(5,U8l.60 x 21.00) or 115,llU units; 

(d) The pension payable on 1 January 1975 would be computed according to the 
formula: 

T -4.- i o • (CPI for 1.1.75) .,,,. ,,,, 1*10.00 
Initial Pension x (cPI f o r 1 < 1 > 7 3 ) - 115,llU x ^ - ^ 

or 128,928 units per annum. 

(ii) Retirement 1 January 1973 

27. The four steps would in this case be as follows: 

(a) Basic pension on retirement is assumed to be $5,000 per year, with 
no commutation; 

(b) The special grading formula would again be l*+.2 per cent giving rise to 
a benefit of $5,710 per year; 
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(c) The average exchange rate over the 12 months up to 1 January 1973 is 
21.00 as determined in paragraph 26 (c) above. The initial pension would, 
therefore, "be 119,910 units (5,710 x 21.00) in the currency of the country of 
residence; 

(d) The pension payable on 1 January 1975 would he: 

T •*• -, T> • (CFI for 1.1.75) ,-,n n n o 1*0.00 
Initial Pension x ( c P I f o r 1 # 1 > 7 3 ) = 119,910 x j ^ ^ 

or 13*,299 units per annum. 

(iii) Retirement 1 January 197* 

28. The computation of the pension payable from 1 January 1975 would be as 
follows: 

(a) Basic pension on retirement is assumed to be $5,100 per year, with 
no commutation; 

(b) The grading formula under the present procedure is 19.7 per cent so the 
benefit becomes $6,10*.70 per year; 

(c) The average exchange rate over the 12 calendar months up to 
1 January 197*+ would be: 

1 x 22.00 + 11 x 2*.00 0 0 Qo ^ = 23.o3 

The initial pension, expressed in the currency of the country of residence, would 
then be (6,10U.70 x 23.83) = 1*5,*75 units; 

(d) The pension payable on 1 January 1975 would be: 

T ..... „ . (CPI for 1.1.75) ,, c )r7C 1*0.00 
Imxial Pension x ( C P I f o r 1 # 1. 7 U ) = 1*5,*75 x j ^ ^ 

or 156,677 units per year. 
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ANNEX VI 

Draft resolution proposed for adoption by the General Assembly 

REPORT OF THE UNITED NATIONS JOINT STAFF PENSION BOARD 

The General Assembly, 

Having considered the report of the United Nations Joint Staff Pension Board 
to the General Assembly and to the member organizations of the United Nations 
Joint Staff Pension Fund for 197^, including the report of the United Nations 
Board of Auditors, and the related report of the Advisory Committee on 
Administrative and Budgetary Questions, 

I 

Adjustment of benefits in respect of cost-of-living changes 

Decides to revise the system of adjustment to benefits in payment contained 
in General Assembly resolution 3100 (XXVIII) of 11 December 1973 and previous 
resolutions on the same subject, with effect from 1 January 1975, in accordance 
with the recommendations of the United Nations Joint Staff Pension Board contained 
in paragraphs 15 to 50 of its report to the General Assembly for 197*+, and in 
annex V thereto; 

II 

Amendments to the Regulations of the United Nations Joint Staff Pension Fund 

Decides that the Regulations of the United Nations Joint Staff Pension Fund 
shall be amended, without retroactive effect, from 1 January 1975, as set forth 
in annex VII to the report of the United Nations Joint Staff Pension Board; 

III 

Administrative expenses 

Approves expenses, chargeable directly to the United Nations Joint Staff 

Pension Fund, totalling $2,1^7,600.00 (net) for 1975 and supplementary expenses 
totalling $96,800.00 (net) for 197^ for the administration of the Fund, as 
estimated in annex III to the report of the United Nations Joint Staff Pension 
Board. 
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ANHEX VII 

Recommendations to the General Assembly for the ejnendment of the Regulations of the United Nations Joint Staff Pension Fund 

Existing text Proposed text Comments 

Article 56 

Widower' s benefit 

Article 36 

Widower's benefit 

1 
ui 
a> 

A widower's benefit, at the rates and under 
the conditions applicable in article 35 to a widow's 
benefit save that it shall not cease upon 
remarriage, shall be payable to the surviving male 
spouse of a participant: 

(a) If he satisfies the Board that he is 
without means to support himself and is unable, by 
reason of age or infirmity, to engage in substantial 
gainful employment; or 

(b) If his deceased spouse had elected on 
separation to receive a retirement, early retirement 
or deferred retirement benefit reduced by an amount 
equal in actuarial value to a benefit payable under 
this article. 

A widower's benefit, at the rates and under 
the conditions applicable in article 35 to a widow' s 
benefit, shall be payable to the surviving male 
spouse of a participant who was entitled to a 
disability benefit at the date of her death, or who 
died in service, or: 

(a) If the surviving spouse satisfies the 
Board that he is without means to support himself 
and is unable, by reason of age or infirmity, to 
engage in substantial gainful employment; or 

(b) If the deceased spouse had elected on 
separation to receive a retirement, early retirement 
or deferred retirement benefit reduced by an amount 
equal in actuarial value to a benefit payable under 
this article. 

To provide for entitlement to a 
widower's benefit upon death of a female 
participant in service or during 
entitlement to a disability benefit. 

Supplementary Article A 

Part-time employment 

The provisions of these Regulations and of 
the Administrative Rules shall apply equally to 
members of the staff of each member organization 
whose employment is for at least half the time of 
full-time members of the staff, except that: 

(a) The entitlement to and the amount of 
benefits resulting from such employment shall be 
reduced in the ratio which it bears to full 
employment; and 

(b) Such employment prior to 1 January 1975 
shall not be open to validation nor be taken into 
account for any other purpose. 

To provide for the participation in the 
Fund of part-time staff. 

(Introduction of a new supplementary article) 



ANNEX VIII 

Amendments to the Administrative Rules of the United Nations 
Joint Staff Pension Fund 

SECTION H 

Delete rules H.12 (a) and (b) and substitute: 

(a) A determination under article 36 (a) shall he made by the Standing 
Committee upon application by the surviving spouse of a deceased female participant. 

(b) The application shall be made not later than one year after the death of 
the participant and shall be in writing, addressed to the Secretary of the Board. 

SECTION J 

Delete rule J.2 (c) and substitute: 

(c) In the event that the currency selected by the participant is other than 
dollars, the Secretary shall be authorized (as an incident of making payment under 
article 1+8 (b)) to make such payment at the United Nations operational rate of 
exchange; the rate shall nevertheless, in the case of a participant whose 
remuneration under the terms of his appointment was expressed in a currency other 
than dollars, be such that the amount of a withdrawal settlement payable to him in 
such currency in accordance with article 32 (b) (i) shall not be less than the 
amount deducted from his remuneration for the purposes of article 25, without 
interest. 

) 
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