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EXECUTIVE SUMMARY 

 The purpose of this paper is to inform the Committee of recent developments in the activities 

of the International Civil Service Commission (ICSC) and the United Nations Joint Staff 

Pension Board (UNJSPB) and changes in the conditions of service of staff in the professional 

and higher categories as well as general service staff. 

 The overall financial implications resulting from the implementation of the ICSC decisions 

amount to approximately USD 146,200 of additional costs for the year 2013. The savings 

generated against the Regular Programme Budget arising from the freeze in the salary scale 

for General Service staff are estimated at approximately USD 1.3 million during 2012-13. 

 

 

 

GUIDANCE SOUGHT FROM THE FINANCE COMMITTEE 

 The attention of the Finance Committee is drawn particularly to paragraphs 22 to 34 regarding 

the result of the general service salary survey carried out in Rome by the ICSC in April 2012. 

The recommendations of the ICSC regarding the new salary scale (reflecting a 9.20 per cent 

lower scale than the current one) are submitted to the Committee for its consideration and 

transmittal to the Council for approval. 

 

Draft Advice 

 The Finance Committee reviewed the findings of the ICSC regarding the outcome of the 

general service salary survey carried out in Rome in April 2012 and endorsed the 

relevant ICSC recommendations for transmittal to Council for approval. 
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INTERNATIONAL CIVIL SERVICE COMMISSION (ICSC) 

 

CONDITIONS OF SERVICE APPLICABLE TO BOTH CATEGORIES 

OF STAFF 

Review of the Level of the Education Grant 

1. In the context of the review of the level of the education grant, the Commission was informed 

that the on-going review of the methodology for determining the education grant had not been 

completed due to the unavailability of some vital information and data required to carry out the 

necessary study and analyses. The ICSC secretariat intended to continue working with the 

organizations towards completing the methodology review at the earliest opportunity. 

2. With regard to the review of the level of the education grant, the methodology calls for the 

CEB Human Resources Network to review claims for reimbursement of staff members' education-

related expenses and to identify the countries or currency areas where 5 per cent or more of claims 

exceed the ceiling, indicating that a review of the maximum admissible level is needed if at least five 

claims exceed the existing maximum admissible level. 

3. The Human Resources Network analyses the situation in each of the areas identified and 

proposes new maximum admissible expenditure levels, where appropriate, using the existing ceilings 

and movements in consumer prices and tuition fees as the basis for the adjustment. The ICSC then 

decides on recommendations to submit to the General Assembly. 

4. Based on the proposals made by the Human Resources Network, the Commission decided to 

recommend to the General Assembly that: 

 For Austria, Belgium, Denmark, France, Germany, Italy, the Netherlands, Spain, Switzerland, 

the United Kingdom, the United States and the United States dollar area outside the United 

States, the maximum admissible expenses and the maximum education grant be adjusted 

upwards; 

 For Ireland, Japan and Sweden, the maximum admissible expenses and the maximum 

education grant remain at current levels; 

 For Austria, Belgium, Denmark, France, Germany, Ireland, Italy, Japan, the Netherlands, 

Spain, Sweden, the United Kingdom, the United States and the United States dollar area 

outside the United States, the normal flat rates for boarding, taken into account within the 

maximum admissible educational expenses, and the additional amount for reimbursement of 

boarding costs over and above the maximum grant payable to staff members serving at 

designated duty stations be revised upwards; 

 For Switzerland, the normal flat rate for boarding and additional flat rate for designated duty 

stations be maintained at the current level; 

 The special measures for China, Hungary, Indonesia and the Russian Federation as well as for  

eight specific schools in France be maintained; 

 That the special measures for Romania be discontinued; 

 Special measures be introduced in Thailand and the American Cooperative School in Tunis, 

Tunisia, and the American International School of Johannesburg, South Africa; and 

 All above-mentioned adjustments and measures be applicable as from the school year in 

progress on 1 January 2013. 

5. The ICSC noted that the system-wide cost implication of the review of the education grant 

levels was estimated at USD 1.91 million per annum. Based on the above and taking into 

consideration that the number of Professional staff in FAO is approximately 5.3% of the overall UN 

Professional staff, HR has estimated that the financial implication of these changes for FAO may be 

circa USD 142,000 for the year 2013 (i.e. USD 120,700 for the regular budget and USD 21,300 for all 

the other funds). 
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Mandatory Age of Separation 

6. The ICSC secretariat presented a document which was accompanied by a study on the 

Mandatory Age of Separation, carried out by a working group convened by the High Level Committee 

on Management (HLCM) of the United Nations System Chief Executives Board for Coordination 

(CEB). The Commission was provided with information on the current use of the mandatory age of 

separation in the organizations of the common system and other data on a number of human resources 

policies and practices. Information was also provided on the financial impact of an increase of the 

mandatory age of separation on organizations and on the United Nations Pension Fund. The 

conclusion of the analysis provided to the Commission indicated that the likely impact of increasing 

the mandatory separation age on geographical distribution, gender balance, rejuvenation of the 

workforce, career development and succession planning would be minimal and workforce and 

succession planning along with other well targeted interventions would be the most appropriate 

responses. 

7. The Chief Executive Officer of the United Nations Joint Staff Pension Fund (UNJSPF) made a 

presentation to the Commission. He reported that at its fifty-ninth session in July 2012, the Pension 

Board, upon advice from the Fund's consulting actuary and committee of actuaries, decided that it was 

ready to increase the normal age of retirement for new participants of the Fund with effect no later 

than 1 January 2014. The Board felt that among other actions available to it, an increase in the normal 

retirement age was a priority to ensure the Fund's long-term sustainability and urged the Organizations 

to increase accordingly their mandatory age of separation. The Chief Executive Officer clarified that 

there were no issues of concern with respect to payments in the short-term. 

8. In its deliberation, the Commission considered both the impact on the actuarial balance of the 

Fund and the effect on human resources in the organizations. The Commission agreed that the 

mandatory age of separation should be set at 65 years for new entrants to the United Nations System 

effective January 2014. Many Commissioners expressed the view that retirement at age 65 should not 

be limited to those who would be recruited to the system as of 1 January 2014, but should be extended 

for current staff members with due respect to their acquired rights. 

9. The Commission decided to: 

 Support the recommendation from the UNJSPB to raise the mandatory age of separation to 

age 65 years for new staff of the Fund's Member Organizations effective no later than 

1 January 2014; 

 Request its secretariat to work with organizations and staff representatives to prepare a 

strategic review of the implications of applying the increased mandatory age to current staff 

members; 

 Report on the matter at its seventy-seventh session. 

CONDITIONS OF SERVICE OF STAFF IN THE PROFESSIONAL AND 

HIGHER CATEGORIES 

Base/Floor Salary Scale 

10. The base/floor salary scale is set by reference to the General Schedule salary scale of the 

comparator civil service, currently the United States Federal Civil Service. Periodic adjustments are 

made on the basis of a comparison of net base salaries of United Nations officials at the midpoint of 

the scale with the corresponding salaries of their counterparts in the United States federal civil service. 

The adjustments are implemented by means of the standard method of consolidating post adjustment 

points into the base/floor salary, namely, by increasing base salary while commensurately reducing 

post adjustment. 

11. The Commission was informed that due to the comparator civil service's pay freeze in effect 

from 2011 and 2012, the gross levels of the General Schedule of the comparator did not change from 
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the levels in 2010. However, slight changes in the federal and Maryland tax schedules had occurred in 

2012. Therefore, despite the pay freeze, the aforementioned tax related changes resulted in an increase 

of 0.12 per cent, in net terms, in the reference comparator pay level as compared with the 2011 level. 

12. As there were currently no duty stations with post adjustments below the levels required to 

absorb the proposed adjustment of the base/floor salary scale, there would be no change in net take-

home pay at any duty station. The system-wide financial implications would therefore be limited to the 

revision of the separation payments schedule. For FAO, the financial implication of this change is 

estimated to be approximately USD 4,200 for the year 2013 (i.e. USD 2,478 for the regular budget and 

USD 1,722 for all the other funds). 

13. The Commission decided to recommend to the General Assembly for approval, with effect 

from 1 January 2013, the revised base/floor salary scale for the Professional and higher categories 

reflecting a 0.12 per cent adjustment implemented by increasing the base/floor salary scale and 

commensurately reducing post adjustment multiplier points with no change in net take home pay. 

Evolution of the United Nations/United States Net Remuneration Margin 

14. Under a standing mandate from the General Assembly, the ICSC reports on an annual basis 

the margin between the net remuneration of the United Nations staff in grades P-1 to D-2 and that of 

their counterparts in the United States federal civil service. 

15. The Commission noted that,  in accordance with the approved methodology, a post adjustment 

multiplier of 68.0 would become due in New York on 1 August 2012. In this case, the United 

Nations/United States net remuneration margin for 2012 would amount to 117.7, with its five-year 

average (2008-2012) standing at 114.9. 

16. The Commission: 

 Decided to defer the promulgation of the revised New York post adjustment multiplier in view 

of the United Nations Secretary-General's appeal to the Commission relating to the financial 

situation of the organization, and to draw the Assembly's attention to this appeal; and 

 Also decided that, unless the General Assembly acted otherwise, the multiplier would be 

promulgated on 1 January 2013 with a retroactive effect as of 1 August 2012. 

Children's and Secondary Dependants' Allowances: Review of the Level 

17. In accordance with the established methodology, the ICSC conducts regular biennial reviews 

of the children's and secondary dependants' allowances. The children's allowance is established as a 

global flat-rate amount calculated as the average of the United States dollar amount of child benefits 

(tax abatements and social legislation payments) at the eight headquarters duty stations, weighted by 

the number of staff at those locations. These benefits are calculated separately for each of the 

headquarters duty stations at an income level corresponding to the midpoint of the Professional scale 

(P-4 (D)), step VI). With regard to the secondary dependants' allowance, it is established at 35 per cent 

of the children's allowance. 

18. As in previous reviews, the secretariat consulted the organizations at all the headquarters duty 

stations on relevant tax abatements and social legislation payments in respect of dependent children. 

The organizations reviewed the data and the related calculations, and their suggested amendments 

were taken into account, where appropriate, in the calculations for the present review. 

19. The Commission reviewed the changes in tax provisions and social legislation payments 

relating to children's benefits at the eight headquarters duty stations and the procedure used to 

calculate the children's allowance under the present methodology. It noted that the proposed increase 

in the global level of the allowance was primarily due to the changes in Switzerland which registered a 

50 per cent increase in legislated child payments, along with the introduction of a supplementary child 

tax credit at the federal level. This, coupled with the fact that Geneva was the most populous 

headquarters location accounting for about 38 per cent of all headquarters Professional staff, resulted 

in an overall proposed increase of 16 per cent. 
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20. Concerns were expressed about the dominant effect of larger duty stations on the final result. 

It was pointed out that changes in Switzerland did not seem to follow the overall trend in most 

locations where the changes in tax and social legislations related to dependent children were much 

more modest, if any at all, or even negative. Most members considered such an effect distorting and 

believed that corrective measures were needed to address this problem before the level of the 

allowance could be revised. 

21. The Commission: 

 Requested its secretariat to conduct a comprehensive review of the dependency allowances 

methodology taking into account the views expressed by the Commission and to report on its 

findings to ICSC at its seventy-sixth session; and 

 Decided to defer its consideration of the levels of the children's and secondary dependants' 

allowances until its seventy-seventh session. 

CONDITIONS OF SERVICE OF STAFF IN THE GENERAL SERVICE 

AND OTHER LOCALLY RECRUITED CATEGORIES 

Survey of Best Prevailing Conditions of Employment at Rome 

22. Under article 12.1 of its statute, the ICSC last undertook a survey of best prevailing conditions 

of employment of the General Service and related categories in Rome in 2005. In accordance with the 

schedule of General Service salary surveys at headquarters and similar duty stations, approved by the 

Commission at its seventy-second session, it was decided that the pre-survey consultations for the next 

salary survey in Rome should be conducted in autumn 2011. The data collection would take place in 

April 2012, followed by consideration of the survey results at the summer session of the ICSC in 

2012. 

23. In autumn 2011, a Local Salary Survey Committee (LSSC) was established comprising 

representatives of the administrations and staff of FAO, IFAD and WFP. With regard to IFAD, while 

that organization fully participated in the survey exercise, a decision was required by the Commission 

on whether its data should be included in the data analysis for the present survey. Unlike the other 

Rome-based organizations, IFAD had taken a decision not to implement the interim adjustment to the 

salary scale that had become effective on 1 November 2010, in accordance with the ICSC 

methodology. Hence, IFAD currently applied the November 2009 salary scale. 

24. Prior to the conduct of the survey in April 2012, the Chair of the ICSC, under the authority 

delegated to him by the Commission, approved the list of benchmark jobs to be surveyed, the survey 

job descriptions, the main and reserve lists of employers and the survey questionnaire which had been 

prepared by the LSSC. 

25. The main and reserve lists of employers included 20 employers each, thus meeting the 

requirement for a minimum number of comparators on the sample. The main list was almost identical 

to that used for the previous survey, conducted in 2005, thus ensuring a high degree of continuity in 

the surveyed employers. The main list also included the Ministry of Foreign Affairs, as required under 

Methodology I. 

26. The data collection took place from 16 April to 18 May 2012. While every effort was made to 

collect data by way of on-site interviews by the survey teams, some contact via e-mail or 

videoconference was required in order to complete the data collection. Notwithstanding the above, it 

had not proved possible to survey the minimum number of 20 employers. Hence, the use of external 

salary movement data, as foreseen under the methodology, was applied to complete the survey. All 

data collected related to the reference month of April 2012. The ICSC reviewed the salary survey 

report submitted by the secretariat at its seventy-fifth session in July 2012. 

27. The recommended salary scale for the Rome-based organizations was 9.20 per cent lower than 

the current scale. As a result, the interim adjustment of 1.9 per cent due in November 2011, which, in 

accordance with the methodology, was suspended pending the completion of the survey, would not be 

granted. 
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28. As part of the 2012 Rome General Service salary survey, a review of the separation payments 

scheme was undertaken. Based on a comparison of the internal and external separation payments 

schemes conducted by FAO, with the assistance of a consultant, it appeared that the internal scheme 

produced more generous benefits. The Commission was unanimous that since the Rome based 

organizations had instituted the separation payments scheme on the basis of local practice, the 

provisions of the internal and external schemes should be harmonized to the extent possible. While 

some difference between the internal and external schemes was unavoidable, the internal scheme 

should provide benefits comparable to the national scheme. 

29. During the data collection phase, information was also gathered from the surveyed employers 

relating to their practices with regard to a service differential. The employers were asked whether they 

provided financial compensation to staff members assigned to regularly scheduled tours of duty 

exceeding the total hours of the established work week. The present survey showed that the local 

practice amongst the surveyed employers was to compensate for hours worked beyond the normal 

established work hours primarily through overtime payments though some employers provided a 

combination of compensatory time off and overtime payments. Since the Rome-based organizations 

had ceased the practice of treating the service differential as a pensionable element following a request 

from the Pension Fund, a situation had arisen where staff in receipt of a service differential were 

compensated for the extra hours worked on the basis of the normal hourly rate of pay (which was no 

longer pensionable) while other staff members in receipt of overtime were compensated at a higher 

hourly rate of pay. The Commission agreed that under the circumstances it was difficult to justify 

maintaining the service differential modality. 

30. The ICSC, after having heard the views of the representatives of the administration and the 

staff of the Rome-based organizations, decided on the basis of the result of the survey: 

 To use the data for all 18 surveyed employers and all surveyed jobs except jobs 18 and 19; 

 To approve the treatment of the cash and non-cash benefits and allowances added to salary 

and benefits not quantified as proposed by the secretariat; 

 To approve the procedure for netting down outside gross salaries; 

 To exclude the data from IFAD in the analysis and to encourage IFAD to implement the 

resulting salary scale; 

 That the presently used interim adjustment indices should continue to be applied; 

 To recommend that the provisions of the internal and external separation payments schemes 

for the General Service and locally recruited staff in Rome be harmonized to the extent 

possible; 

 To recommend discontinuing the service differential modality for hours worked in excess of 

the normally scheduled work hours and to align the compensation for such hours with existing 

overtime and compensatory time regulations in the Rome-based organizations; 

 To recommend, as of the date of promulgation by the organizations, the revised salary scale 

for the General Service category of the Rome-based organizations; 

 To recommend, as of the date of promulgation by the organizations, the following revised 

levels of dependency allowances: 

 Dependent spouse allowance: Euro 546 net per annum; 

 Child allowance: Euro 1,248 net per annum; 

 Secondary dependant allowance: Euro 258 net per annum. 

31. It is proposed that the revised salary scale be implemented with an effective date of 1 January 

2013 with respect to staff recruited on or after that date. For staff already on board the current salary 

scale, which came into effect in November 2010, would be frozen until such time as the gap between 

the two salary scales would be closed. 

32. The notional savings as a result of the implementation of the recommended salary scale for the 

Rome-based organizations are estimated at approximately USD 7.8 million at the April 2012 United 
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Nations rate of exchange. However, as the recommended salary scale should be implemented only 

with respect to new recruits, there would be no immediate reduction in costs. 

33. The savings generated against the Regular Programme Budget arising from the freeze in the 

salary scale are estimated at approximately USD 1.3 million during 2012-13. These will be reported as 

part of the staff cost variance within the analysis of the overall budgetary outturn in the Annual Report 

on Budgetary Performance to be presented to the March 2013 Session of the Finance Committee. 

34. In accordance with the General Rules of the Organization (ref. G.R. XXVII.7(r) and 

XXXIX.2), the Director-General hereby refers the recommendations of the ICSC, including the 

proposed implementation date of 1 January 2013 of the revised salary scale, through the Finance 

Committee to the Council. 

CONDITIONS OF SERVICE IN THE FIELD 

Danger Pay: Possibility of Delinking Danger Pay from Salary Scales of Locally Recruited Staff 

35. At its seventy-third session, in July 2011, the ICSC decided to discontinue hazard pay and 

introduce danger pay on the basis of revised criteria, effective 1 January 2012. The level of hazard pay 

granted to locally recruited staff was not static; it was adjusted automatically whenever the salary 

scales were adjusted, namely following comprehensive salary surveys and the interim adjustments of 

salary scales between comprehensive surveys. Given this automaticity, which was declared 

undesirable by the General Assembly, the Commission agreed to consider delinking danger pay from 

the salary scale of locally recruited staff. 

36. Pending a review and as an interim measure, the Commission had decided to establish the 

level of danger pay at the rate of 25 per cent of the net midpoint of the applicable local General 

Service salary scale, with adjustments to be made as the salary scales were revised, that is, to maintain 

the same amount and adjustment procedure as for the earlier hazard pay. 

37. The Commission had requested its secretariat to conduct a study of the methodology for 

establishing the level of danger pay for locally recruited staff. 

38. In order to assess the level of danger pay for locally recruited staff, the secretariat examined 

the salary scales of seven representative duty stations and the adjustments of the levels of hazard pay  

determined according to the three most recent reviews. The analysis indicated that the increases in the 

level of the earlier hazard pay for three consecutive reviews had varied from 13.57 to 47.61 per cent. 

39. Four options were presented for the Commission's consideration: 

 To maintain the current methodology to calculate the danger pay rate, that is, 25 per cent of 

the net mid-point of the local General Service salary scale of the subject country. Whenever 

there is a change in the local General Service salary scale, the danger pay rate will be 

recalculated; 

 To maintain the danger pay rates in all locations at the 2011 levels and review them every 

three years, applying the above methodology by using the latest General Service salary scale 

of the subject country. Whenever a new duty station is authorized to receive danger pay, it will 

be reviewed at the next three-year cycle using the same adjustment percentage as for the 

mobility and hardship scheme; 

 To maintain the danger pay rates in all locations at the 2011 levels and adjust them every three 

years using the same adjustment percentage as for the mobility and hardship scheme. 

Whenever a new duty station is authorized to receive danger pay, it will be reviewed at the 

next three-year cycle; 

 To use the average of all current daily rates to grant one global rate to all locations that receive 

danger pay. Taking into account the seven duty stations used for the analysis, the global rate 

would be USD 12.00 per day. The global rate would be reviewed every three years. This 

option has the advantage of compensating all locally recruited staff members at the same level 

for danger pay using the same principle as for internationally recruited staff. 
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40. The Human Resources Network was of the view that the options presented were unacceptably 

conservative. It should be recognized that local staff members were more frequently exposed and 

directly at risk in dangerous situations than international Professional staff and so it was not 

reasonable or consistent with the purpose of danger pay that local staff did not benefit from an 

increase in the amount of the allowance similar to that awarded to international professionals (i.e. 17 

per cent increase in danger pay compared to hazard pay). The Network urged the Commission to 

provide a similar increase for local staff. That would set danger pay for local staff at 30 per cent of the 

mid-point of the local salary scale. 

41. The Commission agreed that the four options presented were not suitable. Furthermore, 

considering the higher level of the amount of danger pay for internationally recruited staff in 

comparison with hazard pay, it was felt that the current review provided an opportunity to delink 

danger pay from the salary scale. It was also an appropriate time to consider an increase in the level of 

danger pay for locally recruited staff. 

42. The Commission noted that the cost implications based on the latest data on staff deployment 

would not be significant when the following factors were taken into consideration: (a) the reduced 

number of duty stations receiving danger pay vs. hazard pay; (b) the increase of the level from 25 per 

cent to 30 per cent of the mid-point of the General Service salary scale combined with the delinking of 

the rate from the salary scale. 

43. The Commission decided: 

 To increase the level of danger pay effective 1 January 2013 to 30 per cent of the net mid-

point of the applicable 2012 General Service salary scales of those duty stations qualifying for 

danger pay; 

 To subsequently delink danger pay effective 1 January 2013 from the applicable General 

Service salary scales; 

 To review the level of danger pay for locally recruited staff at the same time as the level for 

internationally recruited staff is reviewed; and 

 To request its secretariat to put forward options to address the methodology for adjustment of 

danger pay for both categories of staff. 

Rest and Recuperation: Accommodation Portion of Travel 

44. In 2010, the General Assembly, in its resolution 65/248, approved the main elements of the 

rest and recuperation framework as proposed by the ICSC. However, the General Assembly did not 

approve the Commission's recommendation that compensation for accommodation costs be paid to 

staff on rest and recuperation travel and requested the Commission to submit recommendations on a 

harmonized subsistence allowance or lump sum at its sixty-seventh session. 

45. Before the General Assembly decision, some organizations had paid a flat rate, lump sum of 

USD 750 to cover accommodation and terminal expenses, other organizations paid a daily subsistence 

allowance, or, in some cases, no accommodation allowance was paid. The flat rate, lump sum of 

USD 750 paid by several organizations, had been arrived at by calculating the average accommodation 

portion of the daily subsistence allowance applicable to the then-designated places of rest and 

recuperation and rounded-up to a flat sum of USD 750 to include a small amount for terminal 

expenses. 

46. In 2010, the Commission's secretariat formed an advisory working group composed of 

representatives of field-based organizations to examine, among others, the matter of rest and 

recuperation. With regard to a contribution towards accommodation costs at the designated place of 

rest and recuperation, the working group was of the view that the daily subsistence allowance was not 

an appropriate tool, since it includes a component for meals and incidentals, costs which the staff 

member would need to meet if he or she remained at the duty station.  By calculating the average 

accommodation portion of the daily subsistence allowance applicable to the then-designated places of 

rest and recuperation, the working group produced the amount of USD 677.57 for five days. It then 

recommended that this amount be rounded up to a flat sum of USD 750 to include a small amount for 
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terminal expenses. The proposal was supported by the majority of the HR Network members including 

FAO. 

47. Commission members expressed concern regarding the assumptions on the financial 

implications. Given the information provided by the organizations on the significant decreased 

utilization rate of rest and recuperation travel comparing 2011 to 2010, the real costs could not be 

determined and more investigation was necessary. 

48. The Commission decided to: 

 Defer consideration of an allowance for the accommodation portion of rest and recuperation 

travel; 

 Request the HR Network to provide the ICSC secretariat with information on the cost and 

utilization rates of rest and recuperation travel. 

Rest and Recuperation: Criteria for Granting the Four-week Rest and Recuperation Cycle 

49. In is resolution 66/235 B, the General Assembly approved, with effect from 1 July 2012, the 

revised set of criteria for the granting of rest and recuperation travel and requested the Commission to 

provide detailed criteria for granting a four-week rest and recuperation cycle. 

50. The four-week rest and recuperation cycle is not a part of the regular framework because it is 

to be applied as an exception. Under his delegated authority, the Chair of the ICSC can approve a four 

week cycle for rest and recuperation upon the recommendation of the Human Resources Network. 

51. After a process of consultations with organizations and the Department of Safety and Security 

(DSS), the secretariat proposed the following criteria as a basis for the Commission's discussion. 

52. For very exceptional cases, the Chairman may approve a four-week rest and recuperation 

cycle when a duty station experiences extraordinary circumstances that warrant a shorter rest and 

recuperation cycle, such as: 

 In situations where, in addition to the conditions under the six-week rest and recuperation 

travel cycle, United Nations common system staff are under extreme confinement due to 

security measures; 

 In extreme, acute situations where a catastrophic natural disaster has occurred. 

53. The Commission decided on the following: 

 The Chair, under the delegated authority of the Commission and upon the recommendation of 

the CEB/Human Resources Network, may approve the four-week rest and recuperation cycle 

for very exceptional cases as long as the conditions for granting it exist. In doing so, the 

Chair's decision to approve and to terminate the four-week cycle will take into consideration 

the views of the DSS, as well as other sources who have close knowledge of the conditions in 

the particular locations. 

 The four-week rest and recuperation cycle will be dealt with on a case-by-case basis and will 

be granted when conditions over and above those required for eligibility of the six-week cycle 

are deemed to exist. The locations approved for the four-week cycle will be reviewed every 

three months. An appropriate transition period will be given when the four-week cycle is no 

longer required. 

Review of the Security Evacuation Allowance and the Extended Monthly Security Evacuation 

Allowance 

54. The security evacuation allowance (SEA) was introduced over time by the United Nations 

common system organizations to support internationally-recruited staff members during authorized 

evacuations from duty stations. Since  1994, the SEA has been continuously reviewed by the 

organizations, the aim being a streamlined, simplified approach to security evacuation allowances. To 

achieve this aim, a single global amount was introduced, replacing a complex schedule of evacuation 

allowances.  
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55. The current daily amount set by the CEB/Human Resources Network is USD 200 for the staff 

member and USD 100 (50 per cent) for eligible family members for up to 30 days. After the 30 days it 

would be reduced by 25 per cent, to USD 150 and USD 75 respectively, for a maximum period of six 

months. In addition, a one-time lump sum shipping entitlement of USD 500 would apply. 

56. Payment of an evacuation allowance was normally not authorized beyond a six-month period. 

In cases where the return of the staff member was authorized, but the duty station declared a "non-

family area", a reduced amount of the allowance, or extended monthly security evacuation allowance 

(EMSEA), became payable in respect of eligible family members. This amount was determined by 

applying the rental threshold percentage to the salary level of a single staff member at the P-4, step VI 

level. 

57. In accordance with article 11 of the ICSC Statute, the rates of allowances and benefits are 

established by the Commission. The Commission therefore requested its secretariat to review the 

security evacuation allowance and the methodology used to calculate it. 

58. The global amount was last reviewed and endorsed in June 2009 by the United Nations Chief 

Executives Board for Coordination (CEB) Human Resources Network, which set the security 

evacuation allowance amount at USD 200 presently in use. This amount derived from an analysis of 

the February 2009 daily subsistence allowance rates of 12 safe havens (locations to which staff were 

frequently evacuated). 

59. While noting that organizations had been applying the global amount for a number of years in 

a seemingly harmonized way, the Commission nevertheless expressed some concerns relating to the 

costs and equity of the global rate. Questions were also raised as to whether using a flat rate was 

considered more appropriate than the daily subsistence allowance rate. 

60. Furthermore, the secretariat considered that a clear definition of the purpose of security 

evacuation allowance would facilitate the Commission's review and decision-making process. The 

secretariat suggested the following definition: "the purpose of the security evacuation allowance is to 

assist in offsetting direct added expenses of staff members and their eligible dependants who are 

evacuated from their official duty stations". 

61. In the light of the concerns raised, the Commission was invited to set the amounts for the 

security evacuation allowance by endorsing one of the options summarized below, and the lump-sum 

shipping entitlement of USD 500. 

 Option 1 - global rate based on the average of daily subsistence allowance rates in safe havens 

(i.e. current methodology).  An analysis of the evolution of the daily subsistence allowance 

rates using the same sample of locations over the period March 2009 to April 2012 resulted in 

a new average amount of USD 250.The security evacuation allowance would increase from 

USD 200 to USD 250 for the staff member and USD 125 (or 50 per cent) for eligible 

dependants for up to 30 days. Thereafter reduced by 25 per cent to USD 188 and USD 94 

respectively for a maximum of six months. The financial implications of this option would 

increase by 25 per cent; 

 Option 2 - instead of the security evacuation allowance, apply daily subsistence allowance 

amounts applicable at the designated safe haven location; 

 Option 3 (a) - set the security evacuation allowance at the rate of the accommodation portion 

of the daily subsistence allowance applicable at the authorized safe haven; 

 Option 3 (b) - establish a global amount for the security evacuation allowance at USD 164 

based on the average of the accommodation portions of daily subsistence allowance rates in 

designated safe havens and USD 132 for eligible dependants for the first 30 days, reduced by 

25 per cent thereafter for a maximum period of six months; 

 Option 4 (a) - set the security evacuation allowance at the rate of the "after 60 day" daily 

subsistence allowance rates applicable at the authorized safe haven location; 

 Option 4 (b) - establish a global amount for the security evacuation allowance at USD 208 

based on the average of "room as per cent of daily subsistence allowance" rates in designated 



12   FC147/12  

 

 

safe havens and USD 104 for eligible dependants for the first 30 days, reduced by 25 per cent 

thereafter for a maximum period of six months. 

62. In either of the above options, the security evacuation allowance would be payable for a 

maximum period of six months, following which the evacuation status is either lifted, or a duty station 

is declared as non-family, or payment of extended monthly security evacuation allowance is triggered. 

63. With regard to setting the amount of the extended monthly security evacuation allowance, the 

Commission was presented with three options: 

 Option 1 - maintain the current methodology for calculating the extended monthly security 

evacuation allowance; 

 Option 2 - establish a global extended monthly security evacuation allowance rate; 

 Option 3 - payment of an additional hardship allowance in lieu of the current extended 

monthly security evacuation allowance. 

64. The Commission decided: 

 To approve the definition and purpose of a security evacuation allowance as follows: "the 

purpose of security evacuation allowance is to assist in offsetting direct added expenses of 

staff members and their eligible family members who are evacuated from their official duty 

stations". 

 To establish the amounts for the security evacuation allowance at USD 200 per day in respect 

of the staff member and USD 100 per day in respect of each eligible family member for up to 

30 days, and thereafter USD 150 and USD 75 respectively, for a maximum period of six 

months, following which the evacuation is normally either lifted or a duty station is declared 

as non-family; and a single lump sum shipping element of USD 500 would apply when the 

staff member or his/her family is evacuated. 

 To apply an extended security evacuation allowance set at the same amount as that provided 

under the additional hardship allowance payable at non-family duty stations when an 

evacuation continued beyond six months, and the duty station had not been declared as a non-

family duty station. 

 That a duty station could be declared as "non-family" prior to the sixth-month mark following 

evacuation. The Commission decided to specifically have the situation assessed at the three-

month mark. At that time, the Under-Secretary-General for UNDSS would review the 

situation and advise the Chair of the Commission. At the six-month mark the definitive 

decision on the family or non-family status would normally need to be made by the Chair of 

the Commission after consultation with UNDSS. 

 To establish a review cycle for the evacuation allowance and the extended security evacuation 

allowance every three years at the same time as the review of the amounts for mobility and 

hardship allowances. 

 To request its secretariat to prepare a document outlining the guiding principles, scope, 

applicability, eligibility and related procedures of the security evacuation allowance for the 

approval by the Commission at its seventy-seventh session. 

UNITED NATIONS JOINT STAFF PENSION BOARD (UNJSPB) 

65. The Governing Board of the United Nations Joint Staff Pension Fund (UNJSPF) held its 59th  

meeting at UNESCO Office in Paris, France in July 2012. Aside from the standard governance 

matters, the Board discussed several important issues relating to the Fund’s investments, actuarial 

situation and benefit provisions of the Fund. 

Actuarial valuation 

66. The Consulting Actuary submitted to the Board the report on the thirty-first actuarial valuation 

of the Fund as at 31 December 2011; the previous valuation had been as at 31 December 2009 and its 

results had been reported to the General Assembly at its sixty-fifth session in 2010. The Board also 
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had before it the observations of the Committee of Actuaries, which had examined the valuation report 

prior to its submission to the Board.  

67. The valuation had been prepared on the basis of the actuarial assumptions recommended by 

the Committee of Actuaries and approved by the Pension Board in 2011, and in accordance with the 

Regulations, Rules and Pension Adjustment System of the Fund in effect as of the valuation date.  

68. As in the last twelve valuations, the actuarial value of the assets as at 31 December 2011 was 

determined using a five-year moving market value averaging method, subject to a limiting corridor of 

15 per cent below and above the market value of the assets as at 31 December 2011. On this basis, the 

actuarial asset value was determined to be $40,815.0 million, which is 102.45 per cent of the market 

value of the assets as of that date ($39,838.1 million, after cash flow adjustments).  

69. The actuarial assumptions included three sets of economic assumptions and three sets of 

participant growth assumptions that were used in various combinations  

70. Valuations were performed on the basis of three sets of real rates of investment return 

assumptions of 4.5 per cent, 3.5 per cent and 2.5 per cent. The inflation assumption of 4.0 per cent per 

annum used for the 31 December 2009 valuation was retained for the 3.5 per cent and 2.5 per cent real 

rate of return scenarios. But the inflation assumption for the 4.5 per cent real rate of return scenario 

was lowered to 2.5 per cent per annum.  

71. Further, in coordination with the assumed inflation rates, the annual rates of static increases in 

pensionable remuneration were increased by 4.5 per cent under the 4.0 per cent inflation scenarios and 

by 3.0 per cent for the 2.5 per cent inflation scenario. 

72. In addition, three sets of assumptions were used to reflect changes in the projected growth of 

future active participants: (i) positive growth of 0.5 per cent per annum over the next ten years, with 

zero growth thereafter; (ii) positive growth of 1.0 per cent per annum over the next ten years and zero 

growth thereafter; and (iii) negative growth of (1.0) per cent per annum over the next 10 years, with 

zero growth thereafter.  

73. Upon the recommendation of the Committee of Actuaries, the Pension Board agreed that the 

provision for administration costs to be included in the current valuation should be based on one-half 

of the Fund’s approved budget for the biennium 2012-2013, divided by the total pensionable 

remuneration as of 31 December 2011. Using that methodology, the provision for administration costs 

included in the 31 December 2011 actuarial valuation was 0.39 per cent of pensionable remuneration.  

74. The statement of actuarial sufficiency, prepared by the Consulting Actuary and approved by 

the Committee of Actuaries, indicates that: "the actuarial value of assets exceeds the actuarial value of 

all accrued benefit entitlements under the Fund, based on the Regulations of the Fund in effect on the 

valuation date. Accordingly, there is no requirement, as of 31 December 2011, for deficiency 

payments under Article 26 of the Regulations of the Fund. The market value of assets as of 31 

December 2011 is $39,838.1 million. Therefore, the market value of assets also exceeds the actuarial 

value of all accrued benefit entitlements as of the valuation date." 

75. The Committee of Actuaries also informed the Board that it would continue to review the 

evolving experience of the Fund. It will submit recommendations to the Board in 2013 on the 

assumptions to be used in the actuarial valuation of the Fund to be performed as at 31 December 2013. 

76. Clarifications were sought by the Board from the Consulting Actuary and from the Rapporteur 

of the Committee of Actuaries on various aspects of the actuarial valuation results. Overall, the Board 

noted that the current valuation reveals a deficit of 1.87 per cent of pensionable remuneration and the 

increase in the deficit was primarily the result of lower than expected investment experience. The 

Board also noted the importance of having future long term real investment returns at the 3.50% target 

level on the results of future actuarial valuations.  

77. The Board noted the inclusion of the IAS 26 liabilities in the valuation report, and that those 

liabilities would be calculated every biennium concurrent with the actuarial valuation schedule.  
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78. In light of the deficit revealed by the current and prior actuarial valuations, the Board stressed 

the need for caution and prudence regarding any changes to the United Nations pension system.  

79. The Board determined that it should address the actuarial situation of the Fund as of 31 

December 2011, which resulted in an actuarial deficit of 1.87 per cent of pensionable remuneration, a 

second actuarial deficit following that of 0.38 per cent of pensionable remuneration as of 31 December 

2009. The Board considers that addressing the Fund’s actuarial deficit must be done prudently and 

must consider the long term income and expenditures of the Fund.  

80. Consequently, the Board established a working group that, in consultation with the Fund’s 

Consulting Actuary, the Committee of Actuaries, the Investments Committee, the Representative of 

the Secretary-General for Investment of the Assets of the Fund, and the Board’s Secretary, will 

consider possible measures to ensure the Fund’s long-term sustainability. The Board directed its 

working group not to focus on cost cutting measures but rather to focus on long-term sustainability, 

including governance, investment management, and asset-liability management. 

Extension of the 1 April 1992 Modification to Participants in General Service and Related Categories 

Separating on or after 1 July 1995 

81. During the period 1 July 1995 to 31 December 2011, there were 42 retirement benefits 

processed for the General Service category participants, which involved proof of residence in a 

country where the COLD factors applied under the revised "Washington formula."  

82. Due to the consistently small number of benefits actually adjusted under this measure, it was 

not possible to make a meaningful assessment of the emerging cost of this modification to the Pension 

Adjustment System. It was noted that the actual experience was in line with the comments made by 

the Committee of Actuaries at the time the measure was initially reviewed and approved.  

Reduction of the 120 Per Cent Cap Provision to 110 Per Cent 

83. The Board noted that the emerging long-term savings due to the introduction of the 110 per 

cent cap provision were estimated to be in the order of 0.12 per cent of pensionable remuneration; at 

the time the change in the cap was proposed, the actuarial savings had been estimated at 0.20 per cent 

of pensionable remuneration. Since the current assessment of the emerging savings is based on limited 

data, the Board took note of the Committee of Actuaries’ suggestion that continued analysis with more 

years of experience would be required, before any definitive estimate of the savings could be made.  

Adjustable Minimum Guarantee at 80 Per Cent of the US Dollar Track Amount 

84. The Board noted the information provided with respect to the introduction of the adjustable 

minimum guarantee at 80 per cent of the US dollar track amount, which took effect as from 1 April 

2005.  

85.  Based on the minimal actuarial implications and on the very limited data available, the Board 

noted that the Committee of Actuaries had agreed that any further action or adjustment in respect to 

this new measure would not appear warranted at this time. The Board agreed with the Committee of 

Actuaries’ suggestion that the implications of this new provision should continue to be monitored and 

assessed in conjunction with future actuarial valuations.  

86. The Board took note of the assessments provided on the actual emerging costs/savings of the 

modifications of the two-track feature of the Pension Adjustment System. It noted that no changes 

needed to be made at this time, either as regards (a) the rate of contribution or (b) the current 

parameters of the revised "Washington formula" and of the cap provision. The Pension Board also 

agreed that consideration of the costs and/or savings of the modifications of the two-track feature of 

the Pension Adjustment System since 1992 should continue to be monitored in conjunction with each 

actuarial valuation and that any definitive trends should continue to be identified and reported to the 

Board. 
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Investments of the Fund 

87. The Representative of the Secretary-General (RSG) for the investments of the United Nations 

Joint Staff Pension Fund introduced the report on the management of investments of UNJSPF 

summarizing the economic and financial environment from 1 January 2011 through 31 December 

2011, as well as investment decisions taken and the performance of the Fund. The document also 

included historical statistical data.  

88. The RSG reported that the Fund’s market value as of 31 December 2011 was USD 39.7 

billion, down from USD 41.4 billion the prior year which represented a decrease of USD 1.7 billion or 

4.1 per cent. The Fund, having reached an all time high of USD 44.5 billion in May 2011, underscored 

the wide swings being experienced in 2011 in the financial markets. Amid deepening concern over the 

European debt crisis, deleveraging in the financial sector, soft patches in the developed markets, and 

inflation pressures in the emerging markets, global economic growth was subdued. The global 

emerging markets, which had been major growth drivers in past years, were not immune. Although the 

Fund had earlier been in favor of equities, IMD began reducing the allocation aggressively after the 

Investments Committee meeting in July 2011. Despite historically attractive valuations, deteriorating 

conditions in Europe weakened equity prices at year end. 

89. The year 2011 was challenging for the Fund’s performance not only in absolute terms, but 

also in relative terms against the benchmarks. The Fund in 2011 was a net equity buyer for the first 

time since the first quarter of 2009, and had maintained an overweight equity position since the third 

quarter of 2009. The Fund benefitted from the sharp recovery in the global equity markets during 2009 

and 2010. However, the asset allocation effect was negative for the year 2011 due to the sharp decline 

in the equity markets which started in July 2011. It was a year in which preservation of capital and the 

avoidance of capital losses became more important than seeking high returns.  

90. The RSG invited the Board to note that the impact of the financial crisis and low interest rates 

had rippled across the pension industry. The downward revisions in returns on equities could be seen 

as a bellwether for pension funds around the world, highlighting factors challenging public pension 

plans’ ability to meet their obligations to beneficiaries, including rising and unfunded liabilities, 

tighter finances, and volatile capital markets. Low interest rates reduced the income from the fixed 

income portfolio, and it was also significant since the liabilities were discounted at a lower rate in 

consequence.  

91. In 2011, IMD continued to monitor opportunities in Private Equity, Infrastructure, Agriculture 

and Timberland, and other alternative assets. The Board was informed that IMD would continue to 

pursue further diversification, seeking enhancement of returns and lowering of risk, particularly 

through investments in Private Equity and Real Assets. Currently, IMD was incrementally and 

methodically building the Private Equity portfolio, following several discussions with the Investments 

Committee, as well as past presentations to the Pension Board. 

92. On 10-year annualized returns through December 2011, the Fund continued to outperform the 

60/31 preliminary benchmark return on a risk-adjusted basis. However, for the individual calendar 

year 2011, the Fund’s return of -3.92 per cent underperformed the policy benchmark’s return of -1.37 

per cent by 255 basis points.  

93. The RSG pointed out that the most significant component of underperformance regarding the 

benchmark in 2011 reflected the decision to avoid excessive risks by reducing the holdings of 

sovereign debt issued by Portugal, Italy, Ireland, Greece and Spain– high yielding but high risk 

holdings. Since the beginning of the financial crisis, sovereign debt in that high yielding but risky 

group was reduced from 6.92 per cent of the bond portfolio to 1.13 per cent in mid-2012. Equity, 

holdings in the European equity portfolio were reduced for that group over the same period from 5.15 

per cent to 0.5 per cent.  

94. That risk avoidance strategy meant that while the Fund was shielded from capital loss, it also 

did not earn returns in calendar 2011 at the level reflected in the market benchmarks. The fixed 

income portfolio also included a substantially underweight component in Japanese yen following a 

decision taken to underweight, by three quarters, that component in the light of the high ratio of debt 
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to GNP. That had meant that returns achieved due to currency appreciation were foregone vis-á-vis the 

benchmark.  

95. The RSG showed the Volatility Index (VIX) chart which was a reliable indicator of the 

volatility in the markets. It surged from mid-July 2011 and peaked in August 2011. Key factors 

contributing to volatility included the earthquake and tsunami in Japan (March), the downgrade of 

United States debt from AAA to AA (July) and the 50 per cent write down of Greek bonds in 

(September). The Fund avoided holdings in Greek Sovereign debt, thereby avoiding capital loss. 

Although the Fund had reached an all time high of USD 44.5 billion in May 2011, it fell back by 31 

December 2011 to USD 39.7 billion in face of the high levels of volatility in capital markets. Over the 

ten-year period, the Fund had outperformed the benchmark in the 5, 7 and 10 year periods as a whole.  

96. With regard to the Fund’s performance in real terms, after adjusting for inflation, the Fund 

was still exceeding the policy objective of 3.5 per cent real rate of return (as adjusted by US CPI) for 

all 8 year and longer periods. The RSG noted that the actuarial valuation report showed that for the 

period from 1988 to end 2011 the investment experience over 10 consecutive valuations was reported 

as having a cumulative 0.03 per cent effect on the actuarial balance, i.e. negligible, and a confirmation 

that over the long term the actuarial investment objectives had been met to date.  

97. The annualized 10-year nominal return of 6.5 per cent of the Fund also outperformed the 

60/31 Policy benchmark return of 5.9 per cent while achieving a lower standard deviation than the 

benchmark (i.e. lower risk).  

98. Investment income received from the Fund’s assets during the calendar year 2011 (interest 

earned, dividends, coupons, interests, etc.) reached USD 1.22 billion. Total management expenses for 

the same period amounted to USD 32.5 million. These expenses included fees paid to the global 

investment adviser, custodian, independent master record keeper and the cost of IMD.  

99. The RSG highlighted that in the current environment with equities earning negative returns 

and with fixed income returns historically low, total available earnings would be modest in the 

immediate future and could be below long-term actuarial needs.  

100. The Fund continued to increase development-related investments during 2011. Direct and 

indirect investments in developing countries amounted to USD 5.9 billion on 31 December 2011, an 

increase of 14.3 per cent from USD 5.2 billion (at cost) on 31 December 2010. Details of the (3.2 per 

cent), Asia region (12.1 per cent), Europe region (5.2 per cent), Latin America region (28.2 per cent) 

and other international institutions (18.2 per cent). Development-related investments accounted for 

approximately 17 per cent of the Fund’s assets at book value.  

101. During the period ending 31 December 2011, the long-term strategic asset allocation remained 

as adopted in May 2005: 60 per cent in equities, 31 per cent in bonds, 6 per cent in real estate, and 3 

per cent in cash and short-term investments. The tactical asset allocation range allowed for + or – 10 

percentage points from the Fund’s strategic asset allocation for equities and + or – 7 percentage points 

for bonds, and + or – 3 percentage points for real estate and short-term investments. The respective 

portfolios were rebalanced on a tactical basis during the period as necessary.  

102. With respect to the Fund’s advisory arrangements since the last Pension Board meeting, IMD 

hired Torrey Cove Capital Partners as its non-discretionary advisor for Alternative Assets and Argus 

Research Company as its non-discretionary advisor for North America.  

103. The RSG mentioned that long-term returns had generally exceeded benchmarks and 

successfully met long term actuarial needs but poor market performance, particularly in 2008 and 

2011, had meant that in the shorter term of five years or less, returns had been disappointing and 

below long-term needs. However, care and prudence must be exercised in drawing conclusions for the 

long-term on the basis of short term data.  

104. The Director of IMD mentioned that the Fund reduced the high yield portion of the fixed 

income portfolio, as an example of prudent risk management. As for the equity portfolio, the Fund 

could not invest in some top performing markets as the Fund had still not received confirmation that 

its tax exempt status would be honored, in keeping with the Convention on the Privileges and 
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Immunities of the Organization. In a recent similar case, the Government of Brazil confirmed its full 

recognition of the Convention on the Privileges and Immunities of the Organization, thereby clearing 

the way for new bond purchases by the Fund. The RSG expressed special thanks to Mr. Emilio 

Cardenas, Investments Committee member, for his successful efforts to clarify the Brazilian tax issues.  

105. Going forward, IMD needs to have routine capacity to continue to monitor tax issues 

especially in emerging markets (e.g. in Thailand and Indonesia). In that regard, the support from the 

Member States was essential.  

106. The RSG commented that a passive investments strategy would provide returns consistent 

with the indices, but would lose the opportunities for the excess returns. In the long-term the Fund 

outperformed in 10 years out of 15 years. It was a choice of investment philosophy, but as discussed in 

the Pension Board meeting in Nairobi 2006, a passive strategy was not supported because of the costs 

and the loss of control over asset allocation. The Director of IMD also remarked that the benchmark 

IMD was using was a simple off-the-shelf index and no customization had been applied to reflect the 

restrictions and limitations imposed on IMD due to credit rating limits or the restrictions of investing 

in defense and tobacco.  

107. The Executive Heads requested that the RSG report on movements in investments within a 

strategic context adjusted to take into account capital market volatility and incorporating cost and 

performance versus benchmark as well as risk.  

108. The Executive Heads further requested that, in the future, when reporting on management of 

investments, the RSG be specific with respect to the Fund’s disengagements from underperforming 

investment sub-classes versus the strengthening of the Fund’s positions in higher return sub-classes, in 

particular in respect to alternatives.  

109. The Governing Bodies stated that the issue of investments was paramount and that the Board 

should be vigilant on the issue of volatility and the Fund’s ability to meet the benchmark.  

110. The Governing Bodies also suggested that there was a need for a full-time RSG instead of the 

earlier proposal made by the Participants Group with respect to hiring an investment advisor.  

111. The Participants emphasized that they would like to see more specific reporting on investment 

performance, cost and risk, especially in uncertain economic times. The Participants representatives 

recalled that Article 19 allowed the Board to provide advice, and further clarified the need for an 

independent investment advisor to the Board. The members stated that, given the complexity of 

investments and the instruments that were being used by IMD, they needed guidance to better 

understand the field. They acknowledged the willingness of the RSG to provide more training and 

access to demystify the investment process. The Participants Group also approved of the idea of 

having an RSG on a full-time basis.  

112. The Executive Heads Group did not think that hiring an advisor was the most efficient and 

cost effective way to go about disseminating information. They felt that the resources already in place, 

such as the more interaction of Investments Committee with the Board could help fulfill that need.  

113. The RSG commented that the requests made by the Participants Group highlighted the need 

for better communication and more transparency on the growing complexity of investments. He 

recommended having more briefings with the Board, leveraging the website by posting training 

information on the IMD website and blogging and facilitating more interaction between the Board and 

the Investments Committee. The RSG commented on the proposal for a full-time RSG and said that he 

had been in the role for six years and during that period the work load had multiplied not only due to 

the complexity of the operational systems but also due to market conditions.  

114. The Participants Group thanked the RSG for his understanding on the need for better 

communication.  

115. The Participants Group and the Governing Bodies requested to note that they were in favor of 

the creation of a full time position of RSG dedicated to IMD.  
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116. The Executive Heads thanked the Governing Bodies for introducing the proposal and 

expressed a genuine interest in the proposal. The Executive Heads Group stated that there were 

budgetary implications associated with such a proposal and that it would be premature to make an 

endorsement at this stage. Alternatively, the Group suggested to revisit this proposal at the 60th 

session.  

117. The Investment Management Division (IMD) presented information on the modernization of 

its information technology infrastructure and business applications which facilitated investment 

management activities and enabled IMD to remain competitive in the global market. IMD presented 

the information on ICT support to its areas of business: (1) the Front Office dealing with managing 

portfolio investments and trade execution; (2) the Middle Office dealing with compliance and risk 

management; (3) the Back Office dealing with secure settlements, record keeping and IPSAS 

accounting and financial data management including IMD historical financial data. The IMD strategy 

was based on two principles: use of proven industry standard tools and use of well established and 

secure practices.  

118. IMD presented several benefits of the ICT modernization. It emphasized four of these 

benefits: (1) remain competitive in the market by providing the same tools as those used by the 

competitors; (2) preserve institutional knowledge by keeping the know-how within the Organization 

and ensuring training and knowledge transfer; (3) maintain sound, robust and systematically enforced 

controls with robust audit trails; (4) maintain 24/7 uninterrupted operations available at anytime from 

anywhere with the same robust controls.  

119. IMD was committed to enhancing the IMD investment operations automation process with the 

objective to eliminate totally paper-based investment operations. IMD presented the progress made 

thus far towards that automation. The progress was summarized as follows: (1) in 2009 - introduced 

SWIFT and replaced the fax machines that connected IMD to its banks; (2) in 2010 - the trade order 

management, compliance and financial information exchange (FIX) were implemented. FIX provided 

electronic and real time connectivity with brokers and the compliance system enforced, for the first 

time, pre-execution compliance rules; (3) in 2011 – the investment risk management system allowed 

IMD to monitor and budget its investment risks; (4) in 2012 - IMD was in the process augmenting the 

operations systems so as to streamline settlement processing and maintain asset holdings position as 

well as profit and loss in real time; the IPSAS compliant accounting system would maintain a reliable 

set of accounting records and the OMGEO system would provide electronic confirmation and 

affirmation with the brokers prior to settlement. In June 2012, the IMD web site was launched 

(http:imd.unjspf.org) and the independent Master Record Keeper arrangements were implemented; (4) 

in 2013 - IMD would work on strengthening systems such as the financial data management system 

that would collect all critical financial data assisting IMD investment decision process. In addition, it 

would support IMD reporting tools. The reconciliation system would allow IMD to reconcile its books 

daily with the custodian banks and the independent Master Record Keeper.  

120. The Board took note of the systems implemented and expressed their appreciation for the 

progress and achievements made in enhancing the Information Technology facilitating the 

management of the investment portfolios and managing the associated risks of the Fund.  

Report on Possibility of Establishing Standard of Medical Examinations for Purposes of Participation 

in the Fund 

121. The Board discussed the proposed standard of “fitness for employment” for certain 

occupations. In particular, it requested more details on how the standard is applied in medical 

examinations, and confirmation of the extent to which there is harmonization in the way in which 

medical examinations are carried out across UNJSPF member organizations. The Board deferred this 

item for further consideration at its next session in 2013. 

Proposal to Increase Intervals for Review of Disability Benefits 

122. The Board reviewed a note by the United Nations Staff Pension Committee (UNSPC) 

proposing changes to the Administrative Rules to increase the interval between review periods for 
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disability awards and set the intervals for review of disabled child benefits and also for the adoption of 

deadlines for requests for disabled child benefits and secondary dependant’s benefits arising from 

disability.  

123. The Board approved the proposed amendments to Administrative Rules H.6(b) and H.10 as 

follows:  

124. Administrative Rule H.6(b) 

The date for each such review shall be set up by the committee, having regard to the opinion of the 

medical officer of the organization on the prospects for the participant’s recovery, and in such manner 

that the interval between reviews does not normally exceed three five years to a maximum of five ten 

years in exceptional circumstances as determined by the committee based on reasonably established 

medical criteria concerning which the medical officer has provided guidance to the committee; the 

committee may nevertheless set an earlier date for the review if there is reason to believe that the 

participant is no longer incapacitated.  

125. Administrative Rule H.10 

A determination that a child or secondary dependant is incapacitated within the meaning of article 

36(b) or (c) shall be reviewed, mutatis mutandis, in accordance with the provisions applicable to 

disability benefits in rules H.6 and H.7 above save that the intervals between reviews may exceed five 

years for those cases involving a medical condition that is not likely to improve over time may be 

increased to ten years. The committee may nevertheless review a determination at an earlier date than 

that set for the review if there is reason to believe that the beneficiary is no longer incapacitated within 

the meaning of article 36(b). 

126. Deadline for submission of requests for disabled child benefits and secondary dependant’s 

benefit arising from disability: The Board approved the proposed amendment to Administrative Rule 

H.8 to include the following provision setting deadlines for requests for disabled children’s benefits 

and benefits for secondary dependants arising from disability.  

127. New Administrative Rule H.8 (e)  

i) A staff pension committee may accept a request for a disabled child’s benefit under Article 36(b) or 

secondary dependant’s benefit under Article 37(c)(ii) that is made more than two years but less than 

five years after separation from service. In such case if the benefit is awarded, regardless of the 

reasons for the delayed request or other circumstance of the case, payment of the benefit shall 

commence on the day after the date of the staff pension committee’s decision, with no retroactive 

payment.  

ii) A staff pension committee shall not consider a request for a disabled child’s benefit under Article 

36(b) or a secondary dependant’s benefit under Article 37 (c)(ii) that is made more than five years 

from a) the date that the participant became eligible to receive a retirement, early retirement or 

disability benefit from the Fund and no child or secondary dependant’s benefit was previously in 

payment; or b) the participant’s death in service. Nevertheless, a staff pension committee may consider 

such a request where the Medical Consultant concludes that the medical condition was in existence at 

the time of the participant’s separation from service but could not have been diagnosed prior to the 

time of the request.  

Status Report on IPSAS Implementation 

128. The Board acknowledged, with appreciation, the significant progress made in the 

implementation of IPSAS and welcomed the increased transparency to be provided in future financial 

statements. It noted that the most significant change in the Fund’s financial reporting under IPSAS 

will be the increased volatility of the financial results and the measurement of the Fund’s investments.  

129. The IPSAS awareness training provided to Board members on 2 July 2012 was welcomed and 

additional IPSAS training will be provided in advance of the 2013 Board meeting.  
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130. The Board endorsed the recommendation made by the Audit Committee that the Fund develop 

its accounting policy under IPSAS 3.12, incorporating the guidance provided in IAS 26 in its entirety 

for the adoption of IPSAS starting 1 January 2012.  

Status Report on the Development of the Integrated Pension Administration System (IPAS) 

131. The Board considered the status report on the development of the Integrated Pension 

Administration System (IPAS). It was recalled that at its fifty-fifth session in 2008, the Pension Board 

had endorsed the High-Level Business Case (HLBC) for IPAS. In 2009 and 2011, the Pension Board 

and subsequently the General Assembly approved resource requests for the initiation of the project and 

for the acquisition and implementation of an integrated pension administration system solution, new 

more modern hardware and for a dedicated project team (temporary project staff) to assist in the 

implementation of the new system.  

132. At its current session, the Board was informed of the status of the implementation of the IPAS 

project. The CEO noted that this complex enterprise-wide undertaking involved the replacement of all 

of the Fund’s legacy systems (including the pension entitlement, financial and accounting, and content 

manager systems) with a fully integrated system solution capable of supporting the Fund’s full range 

of operational, financial and management functions. The new system would be centered on re-

engineered processes that are more consistent and standard, reduce the number of hand-offs and are 

better supported by technology. It is expected that IPAS would increase the Fund’s processing 

capacity and better support a horizontal approach to transaction management, breaking down 

established silos, in favor of a new process-driven operational paradigm.  

133. The CEO reported that the Fund had already concluded the planning and design phase as well 

as all pre-implementation activities (including data clean-up, mapping of all re-engineered processes 

and the identification, cross-referencing and development of logic matrices for all of the Fund’s 

calculations). The contract with Vitech Inc. for the provision of a dedicated pension administration 

system and its implementation services was signed in June 2012, which had mitigated one of the key 

risks identified for the project. The project has now entered the implementation and deployment phase. 

The current focus is on fit-gap analysis to map the processes to the system. Implementation 

coordinators assigned from the operations and financial services sections will be involved at early 

stages in testing the functionality of the systems that have been configured. The Board was informed 

that the project was on track in terms of both the timeline and the budget, and that go-live of the 

project was expected in 2014.  

134. The Board appreciated the assurances that the project was well managed and on track. In 

response to a question from the Board regarding the interfaces, it was explained that the Interface 

project was separate from the IPAS project, although coordination was ensured between the two 

projects. It was clarified that the Interface project intended to take advantage of the Enterprise 

Resource Planning (ERP) projects undertaken by the Member Organizations, which cover 96 per cent 

of participants. These ERPs are based on three main software applications (SAP, Oracle EBS or 

Peoplesoft systems). For the remaining four per cent, a self-service option would be established as part 

of IPAS. The CEO added that an overview of the interface project had been presented to Member 

Organizations through their SPC Secretaries in March 2012.  

135. The Participants’ Group emphasized the need to ensure that participants, retirees and 

beneficiaries would not be adversely affected during project implementation. In response, the Board 

was assured that project implementation would not interfere with operations and the quality of services 

provided to participants, retirees and beneficiaries, since a separate implementation team had been set 

up for the project. Furthermore, all business areas would be involved through implementation 

coordinators. In response to a question on the IMD’s involvement, the Board was informed that 

coordination was facilitated through the IPAS Steering Committee which included representatives of 

the IMD. Since the main link between the IMD and the IPAS project was the IMD’s link to the 

General Ledger, it was important to note that the CFO participates in both the Project Direction Team 

and the IPAS Steering Committee, and that the feed to the General Ledger is covered in the 

implementation phase of the project.  
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136. With regard to the project budget, the Board was informed that the budget was carefully 

monitored on a monthly basis. The Fund has adopted a staggered approach to staffing, making sure 

that staff is only recruited when required. The CEO also noted that change management efforts are 

starting to bring results, with much interest from the Fund’s staff in participating in the project 

implementation.  

137. The Board took note, with appreciation, of the status report and the progress achieved towards 

the implementation of the project.  

Report of the Audit Committee  

138. The Chair of the Committee, Ms. S. Frahler, introduced the Sixth Report of the UNJSPB 

Audit Committee and highlighted the two recommendations which the Committee requested the Board 

to approve: (1) endorse the Fund’s proposal that it develop its accounting policy under IPSAS 3.12 to 

incorporate the guidance provided in IAS 26 in its entirety for the adoption of IPSAS starting 1 

January 2012; and (2) that the timing cycle of the financial statement preparation and audit be adjusted 

so that the Audit Committee would receive the external auditors’ audit opinion and report prior to the 

preparation of the Committee’s annual report to the Pension Board.  

139. The Chair explained that the Committee had held three meetings since its last report to the 

Pension Board. As per established practice, during each meeting, the Committee had met with both the 

internal (Office of Internal Oversight Services, OIOS) and external auditors (the United Nations Board 

of Auditors, BOA), as well as with the Fund’s management: the CEO, the RSG, the Chief Financial 

Officer (CFO) and various members of their teams. The Committee was pleased to acknowledge the 

progress made in many areas within its purview, specifically with regard to the appointment of a CFO, 

the strengthening of the enterprise-wide risk management and internal control framework, the 

improvements in the transparency of financial reporting, and the progress in the IPSAS 

implementation.  

140. The Chair reported that the Audit Committee had approved the internal audit work plan for 

2012. At the same time, the Committee had some concerns about the high number of audits and asked 

for more realistic planning. The Committee also asked for, and had received assurances, that there 

would be one common risk assessment for the Fund which would have the full support from the 

Fund’s management. With regard to external auditors, the Committee was concerned that the timing of 

the issuance of the BOA report did not allow the Committee, at its meeting prior to the Board, to 

consider the BOA’s opinion in the Committee’s report to the Board, and requested the BOA to share 

its future draft reports with the Committee in early to mid-June, well in advance of the Pension Board 

sessions.  

141. With regard to IPSAS implementation, the Committee acknowledged the progress made by 

the Fund and felt assured that the Fund would be able to comply with IPSAS requirements in 2012. 

Recognizing that the Pension Fund was essentially a benefits administration and investment entity, 

with operations similar to those of a financial institution, the Committee recommended that the 

Pension Board endorse the Fund’s proposal that it develop its accounting policy under IPSAS 3.12 to 

incorporate the guidance provided in IAS 26 in its entirety for the adoption of IPSAS starting 1 

January 2012.  

142. The Committee found that the Fund’s risk policy and internal control framework were 

working well. At the same time, the Committee emphasized that risk assessment and management 

needed to be both management-owned and management-driven. The Committee highlighted its 

concerns regarding the risks associated with alternative asset classes and securities lending and urged 

IMD to proceed with the greatest prudence and to ensure that it had carefully assessed and mitigated 

the risks which would be involved.  

143. The Board expressed its appreciation for the quality of the Committee’s report and the 

strength of its recommendations, and echoed concern that appropriate mechanisms should be in place 

to support the new CFO function, now that he had been appointed. With regard to its format, the 

Board suggested that the Committee’s recommendations be more clearly highlighted in future reports. 
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In response to the suggestion from the Board to increase the Committee’s visibility on the Fund’s 

website to reflect the critical role played by the Committee in the Fund’s governance structure, the 

Chair of the Committee noted that the proposal should be considered by the Fund Secretariat.  

144. The Board endorsed the Committee’s recommendations that the Fund adopt its accounting 

policy under IPSAS 3.12 to incorporate the guidance provided in IAS 26 in its entirety for the 

adoption of IPSAS starting 1 January 2012 and that the timing cycle of the financial statement 

preparation and audit be adjusted as much as possible so that the Audit Committee would receive the 

external auditors’ opinion and report prior to the preparation of the Committee’s annual report to the 

Pension Board. 

Governance Matters 

145. The Board had before it the document containing the Fund’s Strategic Framework 2014-2015. 

It was recalled that, following a request from the Board at its fifty-seventh session, for the 2012-2013 

biennium the Fund’s Strategic Framework was submitted together with the proposed programme 

budget to the fifty-eighth session of the Board in July 2011. At its fifty-eighth session, the Board took 

note of the 2012-2013 Strategic Framework, and recommended the consolidation of objectives and the 

alignment of expected accomplishments and indicators of achievement of the 2014-2015 Strategic 

Framework with the SMART principles.  

146. Following the guidance of the Board, the 2014-2015 Strategic Framework presented to the 

Board at its current session follows the format and approach of the strategic plan documents used for 

UN budgeting. The Board was informed that the Strategic Framework identifies the main priorities 

and objectives of the Fund for the biennium 2014-2015, and serves as the basis for programme 

planning, budgeting, monitoring and evaluation. As requested by the Board, programme managers 

have striven to be more focused and succinct in the formulation of objectives, as well as streamlining 

the indicators of achievement. The Board was informed that the 2014-2015 Strategic Framework 

presents a Fund-wide perspective (including the Fund secretariat and the Investment Management 

Division) and was prepared with broad participation of all functional areas of the Fund. It builds on the 

findings and recommendations of various assessments and reports that have been submitted for the 

consideration of the Board at its past sessions.  

147. The Board approved the 2014-2015 Strategic Framework and requested the CEO to report to 

the Board at its sixtieth session in 2013 on the indicators of achievement contained in the 2012-2013 

Strategic Framework.  

Appointment of the Next CEO  

Secretary of the Board and Chief Executive Officer of the Fund  

148. The report documented the detailed process completed for advertising the position, including 

use of all UN and SPC forums as well as advertisements placed in periodicals around the world and 

specific industry related websites. The Search Committee received 262 applications by the closing 

date of 16 December 2011. After significant work on the Committee’s part to review each application, 

the Search Committee established a short-list of 6 candidates for in-person interviews. Subsequently, 

one candidate withdrew his application as his personal circumstances had changed since he applied for 

the position. After interviewing each candidate and extensive discussions, the Committee unanimously 

agreed to submit to the Board a short list of three candidates: Messrs. Sergio Arvizú, Mark Murphy 

and Henry Valiulis. In general, the Committee found all three of the selected candidates quite strong 

when assessed against the required competencies and managerial experience for the CEO position. In 

particular, the Committee was impressed by the in-depth knowledge demonstrated by all three 

candidates on defined benefit plans as well as their long experience in managing pension funds in 

senior executive positions.  

149. The Board had before it the curricula vitae of the three candidates. Each of the three 

candidates was invited to make an approximate 30 minute presentation, addressing previously 

provided questions. An additional 15 minutes was allotted for the Board to ask questions.  
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150. The Board decided by acclamation to recommend to the Secretary-General of the United 

Nations, in accordance with article 7(a) of the Regulations of the Fund, that Mr. Sergio Arvizú be 

appointed as CEO of the Fund and Secretary of the Board, with effect from 1 January 2013 for a fixed 

term appointment of five years. The Board also thanked the Search Committee for its hard work and 

looked forward to its final report regarding development of a) the CEO’s objectives and related 

performance indicators, b) periodic evaluation process for the CEO and c) mechanisms for 

correcting/enhancing performance.  

Update on Possible Increase of Mandatory Age of Separation 

151. In 2010, during its fifty-seventh session, the Pension Board was informed of the Working 

Group established by the High-Level Committee on Management (HLCM) to study the Mandatory 

Age of Separation (MAS). The HLCM reviewed and endorsed the report of its Working Group during 

its session held 15-16 March 2012. The Board was presented with a summary of the conclusions of the 

Working Group along with the ICSC Secretariat’s conclusions contained in its cover note to the 

HLCM’s report, which will be presented to the ICSC at its 2012 summer session immediately 

following the Board’s session.  

152. The Board acknowledged that both the Fund’s Consulting Actuary and Committee of 

Actuaries have determined that, given the serious impact that increased longevity has had on the 

actuarial situation of the Fund, raising the Fund’s Normal Age of Retirement to age 65 would improve 

the actuarial situation of the Fund. Accordingly, the Board is ready to decide to increase the Normal 

Age of Retirement for new participants of the Fund with effect not later than from 1 January 2014. 

The Board considered that this is the priority among various other actions that could be taken by the 

Board to ensure the Fund’s long term sustainability. In light of the Board’s readiness to decide to 

increase the Normal Age of Retirement, the Board urges the ICSC and the Member Organizations of 

the Fund to immediately raise the mandatory age of separation to age 65 for new staff of the Fund’s 

Member Organizations. 


	CoverBookmark
	CoverTitleBookmark
	TableOfContentsRangeBookmark
	SummaryBoxBookmark

