Affiliation of the staff -
to the United Nations Joint Staff Pension Fund

Note by the Executive Secretary

1. At the request of the Budget Working Party of the Lighth Session
the Executive Secretary circulated a note on the operation of the ICITO
Staff Beneflt Fund (W.8/4).

2. At the Ninth Session, the Working Party was informed that the
United Nations Joint Staff PenS1on Board had submitted to the General
Assembly of the United Nations an amendment to the regulations of the
Joint. Staff Pension Fund which would enable the siaff members -of ICITO to -
+join the -United Nations Joint Staff Pension Fund.” It was also informed -
that: the possible: transfer of the functions of the GATT secretariat to

.a new organization might involve certain legal and practical difficulties
in connexion with the membership of the United Nations Joint Staff Pension
Fund. The Executive Secretary was therefore instructed to discuss these
questions with the competent authorltles in the United. Nations with a view_
.%o solving these problems. o s ~

“ B . In the course of the discussions conducte& with the secretariat of
the Pension Board it appeared that, if the ICITO were dissolved before the
OTC became a specialized agency of ths United Nations, the strict affiliation
of the Staff Pension Board Regulations would not permlt of the continued
membership of the ICITO staeff members in the United Nations Fund. In view'
of the risks involved in such an eventuality, the Executive Secretary decided
to consult the CONTRACTING PARTIES before pursuing 1ts discussions wlth the
Pension Board

1 As indicated in L/422, paragraph 23, this amendment was approved by the
General Assembly on 4 Deccember 1954-
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4, The difficulty results from the fact that, if ICITO is disbanded before
the OTC is brought into relationship with the United Nations as a specialized
agency in accordance with Article 57 of the UN Charter, the participation of the
staff members in the Fund appears to have no legal basis under Article XXVIII of
the Fund Regulations, or under supplementary Article A approved by the General
Assembly in 1954. The Pension Board seems to have no other alternative but to
consider that the ICITO staff members cease to be in the employment of a member
organization under Article X of the Regulations and therefore cease to participate

in the Fund in accordance with Article II paragraph 3 of those Regulations. In
other words, the Pension Board would have to grant to these officials or to the
ICITO acting as their agent, the withdrawal of beneflts as defined in Article X
of the Regulations.

5. Another possibility would be that, in those circumstances, the ICITO
apply for termination of membership of the Fund in accordance with Article XXXVIII
of the Regulations. In that case, the ICITO would receive a proportionate share in
the total assets of the Pension Fund as defined in paragraph 2 of that Article.

6. It is clear that the ICITO would elect this sccond procedure if it appeared
that this arrangement would be more favourable than the first method.

7. Under either method, there is no guarantee that the amount received from
the Fund would correspond to the mathematical reserve required to meect benefits
similar to those contemplated in the Pension Fund. In the second case, it is
difficult to make any estimate since the share would be determined by actuarial
valuation-at the time the membership terminates. If the first method is adopted,
it would seem, on the basis of calculations made by the Secretariat, that the
d.ficiency in the mathematical result would amount to more than $45, 000.

8. - Under those circumstances, the object pursued by the CONTRACTING PARTTES
when they decided in 1953 to enable the staff to join the United Nations Fund would
be defeated, and, unless some guarantee is found to-safcguard the legitimate. . ...
rights of tho stnff,+ it would be difficult to pursue ncgotiations with the
Pension Board. ' ‘

9. Under thc assumption that the governments wish to enable the staff to
count ‘as pensionable service the years spent in the GATT Secrctariat, it would be
necessary for the CONTRACTING PARTIES to rcconstitute the mathematical reserve,

and to bring it to a level which would be required from an actuarial point of view
to finance the benefits. This would correspond approximately to 21 per cent of
the pensionable salaries of the staff members transfcrred to the OTC. These
salaries would be calculated as from the date on which they have cntered the service
ol the ICITO. :

10. If the CONTRACTING PARTIES deccide to earmark, for that purpose, the
available balances of the Staff Pension Fund (ISBF) when the staff joins the
Pension Fund, the contingent liability rceferred to above would be reduced by about
$ 25,000/30,000.,

11, If the CONTRACTING PARTIES wish the Executive Sceretary to pursue his
discussions with thc Pension Fund and the Scerctary-General of the United Nations
with a view to an early affliation of th. staff to the United Nations Pension Fund,
the following coursgs might be considered:
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The_Fﬁnd Regulations might be modified'in such a way as to enable tho OT6 to
remaiﬁimpmber of the Fund until it bccomes a specialized agency. This would

" require action at the present General Assembly which would probably instruct the
Ponsion Board to submit a proposal at the next General Assembly. A suggestion
along these lines was considcred in the course of discussions with the United
Nations, but it was felt that it would give rise to scrious difficulties.

Another solution would bc to inscrt in the Agrccment to be concluded betwoen the
ICITO and the Secrctary-General of the United Nations in accordance with Article
XXVIII of the Fund Regulations a provision which would deviate from the provisions
of Article XXVIII and would ensure that no substantial loss would be sustained

by thce contracting parties in casc of tcrmination of membership. The following
draft which has beon discusscd with the Sceretarigt of thce Board would appear

-to meet that rcquirement :

n 1. That, in the cvent of termination within a certain fixed period
of ycars, the total amount distributablc under Article XXXVIII will bo
cqual to tho sum of contribution madec by ICITO and its participants plus
intercst thercon, less benefit payments made, including the prescnt valuo
of future payments centered upon.

2. That, in the event that at any time during such fixcd poriod,
thc sum of the bencfit payuents macde plus the vaiue of futurc benefits
cntered upon is grcat- than the sum of the accumulatcd contributions,
ICITO will make up the differcnce or, if this is not possible, tho futurc
bonefits of retired ICITO participants bc reduced accordingly."

12, It is certain that thc Pension Board would prefer to avoi” making an
‘arrangement of this kind. Howover, if thc CONTRACTING PARTIES instruect the
wxceutive Scerctary to make the acccptancc of gich a provision a condition for
the conelusion of the Agreemont, and if that view is strongly supported by the
delegations at the  General Assembly, it would be advisatle, if tho CONTRACTING
PARTTLS agroc, to put tho question formally to thc Secrctary General of the
Unitod Nations and the Pensicn Board. :

13. If ocithor of these solutions arc not possible, tho CONTRACTING PARTIES

would have .to decide whother they would be prepared to guarantee at this Session
that the ICITO, after having joined the Fund in the course of mnext ycar and

bcen obliged to terminate its membership when the OTC is set up, would have the
nceessary funds available to bring the mathomatical reservo to its roquired level.
The most convenient mcthod for achicving that end would be to carmark any
available balanccs of thc ISBF at thce time of transfer, and to give authority

to the Exccutive Seceretary to draw on thc Cash Reserve if ncecossary at the time

of tcrmination.

14. If this guarantec is aveailable, thc Exceutivo Scerctary would be in a
position to conclude an agrecment with the Scerutery-fonoral of the United Nations
and to obtain carly affiliation of thc Stafrf to the UN Joint Staff Pension Fund.

Tho task of thc Exccutive Scerctary would be greatly facilitated, and the risk
of any contingont liability for thc fovernments substantially rcduccd, 1f the
dclogatcs of the contracting prrtiés to tho Unitcd Nations Gonoral Asscmbly
would give support to thec first or sccond solution outlincd above. If the
CONTRACTING PARTIES arc not prcparcd to give that guarantcc, which would oporato
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-~ only if,tho first and sccond solutions outlincd abbvg:are nbt fecasible and

if there is a deficicney in tho mathematical rescrve at the time of the sctting
up of the OTC, it appcars difficult to concludc an agrccment for the affiliztion
to thc Pund, 1iun vicw of thc uncertaintics cuch action would inw lve for the

Staff, or thc risks which the CONTRACTING PARTIES might have to‘faco in the
future,

~15. On thc other hand, if the CONTRACTING PARTIES, in view of thesc
difficulties, werc to postponc the admi::.on of the Staff of the ICITO into
the UN Ponsion Fund, such a dcecision would have the following conscquences:
as.tho ISBF docs not cover any dcath or disability risks, the CONTRACTING
PARTIES would bc fully rcsponsiblc for the payment of. the benefits provided
in the Staff Regulations in casc of death’ or disability attributablc to condi-
tions of cmployment. As thore is no spceific provision in the Budget to cover
these risks, any benefit would have to be paid ouv of thc Provision for
Unforesccn, or, if that is not sufficicnt, of the Cash Rosorvo.

16, If the doath or disability docs not involve the omployo*“s liability,
thers would be no. lcgal obligation on thc CONTRACTING PARTIES, but, in view of
thoe faet that the staff has contributcd frpm the beginning the: amounts necessary
under ‘the UN Staff Pension Fund Regulations to cover those risks, as well as
‘the withdrawal and retiroment benefits, it would probably be difficult for the
governmonts to rcfusc to makc compasi’onatc payments, Those payments would also
have to bc.covercd by drawings on the Prov151on for i{nforcscen or from the

Cash Rcscrve.

17. Finally, if this uncortainty about the future of the OTC continues for |

) somo time, the staff members -72» may resign or be terminated in the interval
might be advorscly affccted if their withdrawal bcnefits arc 1ess than thoe to
which thoy might be cntitled under the UN Stail Rogulatlons.

18. When the ISBF was sct up, it vas contcmplated that .the ITO would come

. into existcnoo within a ycar or so, and the arrangements werc of a very -
_prov181onal character. Scven ycars have elapscd, and no ﬁmprovomcnt has boen

‘made in this respcet. Thc staff has paid benefits c01rosponding to. those
rcquired.in:all the other international organizations of the United Natiohs'
family-to bc guarantecd against dcath and S » ~End, to receive withdrawal
and rctiremont benefits which arc in most cascs morc advantageous than tho
lump-sum paymcnts providced for in the ISBF., IV would appear that any postponc-
ment of the solution of tho problem would be undesirable. As carly as 1953

tho Exccutive Sccrcotary drew the atteniion of the CONTRACTING PARTIES to tho-
desirability of providing for tho staff thc benefits which corresponded to tho
contributions paid by thc Governmen:s and the staff itself, He recommendod
that, if no means werc found to obtcin an carly affiliation of the staff to

the UN:Pension Fund,'hp would bou authorized to makc other arrangemonts to

" achieve that objeet. The question has teen in suspense'sinco,l953, and it

appears morc ‘desirablc than two ycars ago to arrive at a final solution of

that problem, - § Fpd
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