Once again
our pensions

under attack

Crisis meeting 2 April 2014



Three things to remember

1. Our Pension Fund is a defined benefit,
capitalized scheme guaranteed by CERN

2. Council decided to ensure full funding 30 yrs
— equitable package of measures in 2010

3. Actuarial study in 2013 shows Pension Fund is
on right track towards full funding =2 no
measures requested by PFGB
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Overview

e Legal framework

e Situation in 2010

e Package measures 2011/2012
e Actuarial study 2013

 Our pensions under attack

e Staff Association reaction
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Legal framework (1)

e CERN obligation
e to guarantee benefits regardless of funding situation

e derived from its status of International Organization

* CERN has two roles: Employer + State
e CERN social security system

e Acquired rights: applicable to International Civil Servants
e Wide jurisprudence from ILOAT/UNAT
e CERN PF matters: art. I11 1.02

“Acquired rights are the rights to benefits which were applicable to
those who were members of the Fund before the entry into force of the
present Rules and which result from the Rules of the Fund to which
they were subject, where these are more favourable to them.”
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Legal framework (2)

e CERN PF is based on a defined-benefit scheme

e Level of pension depends on member’s
e |ast salary position
e years of membership
e age (reduction factors)

e CERN PF is a capitalized scheme

 Funding: contributions & return on investments
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A fully funded CERN pension fund

CERN
contribution Return on investment

Staft
contribution i
| I} R

5'800M CHF

VvV vV VYV

-290M CHF/y

Paid pensions
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An actuarial Study

needed to assess liabilities

e Will the Pension Fund be able to meet its long-term
commitments, i.e. pay the benefits over the next 30
years and beyond

 @Given
e current financial situation (as at 31st December year n)
e currently defined benefits (Fund’s Rules and Regulations)
e current contributions (% of reference salary)

e current population (active and beneficiary, including salary and
pension levels)

e Assuming
e career evolution
 mortality tables
e economic outlook
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CERN pension fund 2010
2’000M CHF underfunded

CERN
contribution Return on investment

Staff
contribution % m
| I R

-46M CHF
2

3’800M CHF

-290M CHF/y

Paid pensions
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Major past Council decisions
increasing liabilities

+ Inflation adjustment of pensions
* Pension based on last salary

+ Retirement at 60 without actuarial adjustment
+ Increase maximum pension from 60% to 70% of last salary

 [ntroduction of allowances and of complementary pensions

» Introduction of reference salary
« Introduction of fixed sums for surviving spouse

Decisions never fully compensated!

Staff B | |
Association Crisis meeting 2 April 2014




White paper

proposing corrective measures

Studied various scenarios to cope with structural deficit
* Inject 2000 MCHF immediately

e Exceptional contributions over a prolonged period
Total amount of +114.1MCHF/year over 30 years

1. Contribution rate from 30.88% to 34%
Impact: +15.5 MCHF/year

2. Creation of an employer buffer fund assuming an annual return of 5%
Impact: +53.3 MCHF/year

3. Introduction of a tax retrocession-type mechanism corresponding to
12% of the benefits, which would be repaid to the Organization

Impact: +45.3 MCHF/year
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Final package of measures 2011

e Contributions members: 30.88% =2 34%
e Pensions beneficiaries: freeze until LPP -8%

e Special contributions: (max 30 yrs or full funding)
e CERN: 60 MCHF/year
e ESO: 1.3 MCHF/year

* New members (from 2012)

e Less favourable conditions

m Staff . . . @
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Pension schemes in the 10 world

e of
Org. When :::sinn Contributions Full pension Ll t? Age limit a'ﬂnnnual
full pension adjustment
plan |Total | Employee Employer
Before share = 1/3 + 2/3 .
Jan.09 DB 27.8% = 3.1% " 18.2% 70% of Lastsalary 33y 60yr | Assalaries
EPO share = 1/3 + 2/3
J:r:g; 21.0% = 7.0% + 14.0% 70% of Last Sa|a|"|'|' 35!'?|" E;Dlyl'r As ealaries
' = 21%  +  42%
Before . 1/3 + 2/3
Jan.09 DB 10.0%  +  20.0% 70% of Lastsalary 30yr B60yr | AsCOL
£l F 1/3 + 2/3
rom
Jan.09 o8 10.0% _+ _ 20.0% 33yr 65yr  |AsCOL
Before share 1/3 + 2/3
Jan. 10 DB os% - . Tsgn | 70% of \stsalary 35yr 62yr | AscoL
wio Fram share = 1
DB 33T 65yr As COL
Jan.10 23.7% = 37 N
Bafore The WORST ]
July.10 DB 35yr B0yr As salaries
ESA gm
om | on conditions o oo |ascor
July.10
?::T; DB : / : ;f% { 70% of La 60yr  |As salaries
EUMETSAT - - -
From share = Saghef) o
f
Jan.11 0B 33w~/ Zsd B 1apsw | 70% Of lastsalary As COL
B:,:r'll; DB L - - : 2 70% of Lastsalary
CERN — -
Fram DB share 40% + 60% 70% of Average salaries New Formula
Jan.12 = + 17.0% of last 3 years based on COL
. tat Crisi ing 2 April 2014
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Council Resolution (June 2011)

Council Resolution on restoration of full funding
of the CERN Pension Fund (CERN/2972, Annex 2)

“as this package constitutes an equitable distribution of
efforts between all stakeholders, i.e., staff members,
pensioners and the participating Organizations, its
individual elements cannot be modified without
revision of the entire package, always maintaining the
equitable distribution model.”

Spe) o -y
® Association Crisis meeting 2 April 2014



Results 2013 Periodic Actuarial Review (final)

CERN/3103/RA
WG2- . .
WG2 V22010 Projected Funding Level
WG2 allm:mg fufr allowing for
1/1/2010 Pﬂ‘::ﬂ:ﬂfe: package of
measures
dne 1/1/2013
Liabilities 5748300 5466395 5,530,701 3
Assets 3,903,500 3,846,573 3,846,573 E
-
(Deficit) (1,844,.800) (1,619,822) (1,684,128) 2
e 67.9% 70.4% 69.5%

Funding level

Projected
funding level at @ 11.8% 95.5%
1/1/2041

Pml ected 2000 Perindic Actuarial Review WaG?
(deficit)/surplus  (5,202,000) 975,693  (395,245)
at 1/1/2041 —_— WGV 2010 = = [ull funding target

« Updating the assumptions to allow for the VZ2010 mortality assumption causes the projected funding level
to fall from 111.8% to 95.5%
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Fund performance versus objectives 2012-2013

115%

Cumulative Return vs. Objective
)
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Since Inception
p.a.:7.32%

110%
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Reminder : Pension Fund bodies

1‘ Pension Fund new Governance

PROCEDURE:

if the PFGB considers, after careful study of the actuarial
results and verification of the underlying assumptions, that
actions are necessary, it should report to Council, which then
could invite the Director General to examine corrective
measures within the framework of the applicable
procedures, including the concertation process.
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Much ado about nothing

o Letter by Delegation
e Letter by Staff Association

* Proposed resolution Delegation

e Extraordinary meeting of Staff Council
—> Staff Association Resolution

e Declaration at TREF

e Legal Council on acquired rights

* Crisis meeting

g o e
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Questions by a delegation

Questions and considerations regarding the Future
of the CERN Pension Fund

Input paper by for further discussions
with the Pension Fund's actuary

In ‘s view, the receni report of the Actuary [see docurmenl n
CERNFC/ATEZRA resp. CERN/0BATA) has rased grave concems reganding the
future of the CERN Pengion Fund and most about the possibility of
achiaving the goal of @ Runding kevel of 100 % by 01/01/2041.

Urgant actions seams 1o be calad for i the aforemantansd goal i still to be mat

Cur questions are groupad in "clusters” according to the main fields in which action
can be taken to put the Pension Fund back on course:

A) Investment return

B) Contributions

C) Benefits

D} Possible combinations of corrective measurnes

E) Transition form a “defined benefits” systam 1o a “defined-contribution”-system

F) Concluding questions

Irnpa:l cﬂhjlaﬂmsfsmnarlu anal:.rsrs.fsunsrh-.rily anarﬁm ah-uuh;l' be provided, where
ayecoan | of full funding of the

has aclively and very atlenti
i the Finance Commities Mesting
this topic have been clarfied on that
addressed in the setting of the Fina

In the following, outlines
in furthed discussions with the Actuall @
actions are called for in order fo s
100 %, funding level by 01012041

In 80 doing. our basic conside

+ The stabiity and financial
CERN's futura as a highly

Questions of Delegation attack:
Governance
e (Concertation

ation deteriorates, the

Ganeva inflation) or
e Actuary provide a
t having achieved an
inflation or 5% in the

« Just as everybody else. CERN stafl have a legitimate inerest in baing given a
clear and reliable perspectve regarding the retirement benefits they can expect

+ Especially due to demographic faciors. financing pension benefils s increasingly
becoming a sencus challenge evenywhens in the developed word, leading to far-
reaching readjusiments in defining and calculating pension benefits. CERN and
its Pansion Fund cannot be considered as an “sland” complotely detached from
this developmant,

+ The responsibility for ensuning this needs lo bé shared among all paries nvolvwed
{especially stalf, manapement and Moember States) and cannot be kit xcius ey
o Mambear States n the form of an ever higher parcantage of their contribulions
being drvared Iowards pension-related payments

« AR increase nthe curvent Specal Contribution of 80 MCHF p.a. to the Pension
Fund is oul of ihe question. I rather needs 1o be kept in mind that these support
paymants io the Pension Fund hive lo be kepl al the abashite rinimum
necassary given that the funds provided InrM-mhr States’ are fwst and foremost
intended to finance ressarch. Thsm should be faken
that enable the Pension Fund Iunpera‘a ﬁnﬂm ﬂltmﬁihuhmﬁ'
within Ewm at thié tatest. —

e
Association

Question 2:

Could the Actuary elaborale a progection model to dentfy what level of return of
investmant can be achigved from 2013 to 2040 with & probability of 7096, 80%, 90%,
100%7 The projected funding level for sach of the investment returmn levels
associated with these probabilities should be included in this analysis

The current estimates of the Actuary are based on the assumpltion of a constant
return on investment of 3+2% (three percent retum plug an eslimated inflation rate of
2%). To what extent would the Acfuary’s estimates regarding the funding level in
2041 change on the assumption of the following return rates above an assurmad
inflation rate of 2 50; 4%, 3%, 2,5%, 2%; 1.5%, 0%, In this context, a projection model
should be presanted considering the assumed relurn rates.

Question 4:
Can & concrete percentage figure be given indicating the margin of emor in the
outcome of calculating total returns from 2013 1o 20417
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Letter to President of Council

Presicent Asticle [ 205 of the Ruln ond Ragsdotions of the CERN Pansion Find, “Functions of the Govermmg
Beamd e
1 1. N Governmg Booed shall be monmiad by the Conmerl wmk she overal! masspawanr o s Fand' amdl
CERN i sl i sty repavd, i particular: [T
CH- 13 GENEVE Y H #l cvwriew Bha v ifvitiad of fhe lee el Committer and Bie Acfserin! and Tacbwbcad Commithes,
0 i dherndle o8 ey pergaly o marineer nabed’ by show o F
Teléphone Telerplone 4122767 YT Professor Agnerorks Zalrwido H I T Gurverming Boardl 1hall be regponvile for advivieg e Z‘M#ﬂm ixsued relafing fo the Swanc i’
Teltcomeus Telefax 4122TES 100 Prescdent of CEEN Coundil H M#NMNM i ety rerand, i parncadas [ ]
T s i)
Sitr web Bty auocumen oers ch L ot o dutrans shail

Votre pefevence Vo sefenmce

e || @tter to CounC|I President: e

Madags Peradent
The CERN Staff Association has been mdommey

the membens of the Finance Comn
Gemrva of the full member staten of CERN. T)

e | @ Rules and procedures

The document i queshon fefers 1o docnment)
Pariadiy iemariel Revies ™, which mobenin, w

Council should respect
S i T e Role of various bodies

e caseful sudy of the
porwary, o dald oo
v measey within The

b g resranrlom af it
peckage of measunes for
km aquitdie dzrribwiior
Pt Ghrpomitcaiomt,
alugyd mmiwisining the
pulgraned ulsh aie tils

et delegations 1o pespect
el procedures govenmng
b relamng ‘o chanpos =

hmmmﬂkfmmF—dnill-rHHpumhhm
Back Consult fiox thew infh i

Ax vou kmow, this doomseni wis sebestied to the Commeiiees wiihout valsbews by e Pesison Foed
Governing Board (FRGHE), because the 1lafmn body dad ot v saffiowml i b ruomns e empten

Indeed. e Proisdent of e PFGB, Dy Roth, wnbee @ the covnr lefer o e Bock nrpont el = Maise
Expmpiend [pwr forward by Snck i the raport] ard wir) It buf dudy S ol Sl me dmd S
FPFGE har nor had sagflicimt e io rusmied tham 85 clasnly & requrad ~ Fartrmons, = e consiaiag
pngaph, be writes " would deepbes supeer e e Cowscdl sweite the PG b s iy
iasmptions nied awi e methodelogdy apyied b owr e drfisary in wory dedail and report bk i e
Fsanes Committes avd the Councll In speing 2014 on she Bazts af o mord formiad swslhili S woudd
i cancindtons ko b drarmes winich miph lnd t actoss, I meceary

Accordengly, the Council decided, on fe econsmrmdaiton of e FC, 2t the FFGE whould be irised 5
rasr thee and mrthodology i mone detml smd visbouf 3 comobelated scfanal erport ke FO
and Contcil tn March 2004, O ibe basis of weh coanelidabed asalynin ind peport, FC oo Comseil condd
theen decule whether bohon is secesiaey Thevefoe, The sddinosal questions of e Wiepiten e
premsatune ot s pount and want b “stedr S Pension Fend agae on 0 comrne ireards dveme Sy Sl
Sy DAL HIT, tiem taking oo the role of the FFGE

Xan-respect of the revponibilisies in pentons macters and the € sl R olwtion

Many of e queshons robmetied by the delegatem Dl cobode e mmadste of the PFGD ald oy
actuary amd shiuld be dealn with by oommpremt bodies. withm thes el prooedorl B e, T
coteRn Al pors AT prenous decivoas tiken by the Councid

Association

Samdrn ey yionan.
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A foran
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Prendess CERN Sanff Aisbtatun Preudent CERN.ESO Prauonen’ Assocubon
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Dn T R, Clasw of e FFCH
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Proposed Resolution

PFGB must refine analysis and projections of the PF’s financial situation

2. Actuary must compare amount and type of benefits for CERN employees and
Swiss employees in Swiss social security system and Pension Funds

3. Actuary must study financial risk for CERN and MS to have to provide additional
extraordinary i Raspolution of Delegation ‘

4. independent ex . . ses in longevity
on PF to reducel ¢ Attacks Council commitment ossible and

to ensure PF finl ®  Questions acquired rights s from, at the
latest, 2019 onward

5. independent expert study CERN legal obligations of CERN of type and extent of
pension insurance for staff in light CERN-Host State agreements, CERN
Convention, international norms, and developments in operation of pension
schemes in CERN Member States, including how economic and demographic
developments in CERN Member States can impact on legal obligations of CERN.

g o ey
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In the December meeting of Council a preliminary version of the actuarial report
of the CERN Pension Fund was presented. Following that, in January, a delegation
distributed a series of questions and considerations regarding the future of the
CERN Pension Fund. Touching on various aspects of the employment conditions,
this mitiative showed an evident non-respect for the governance and formal

responsibilities in pension matters. St a ff AS S O C | a t | O n

Indeed, it 1s for the Pension Fund Governing Board to consider whether actions in

pension matters are necessary, in which case the Board should report to Council, d ecC | ara t i on a t
which then could mnvite the Director General to examine corrective measures
within the framework of the applicable procedures, i.e., the concertation process, T R E F

including here, at TREF.

In a letter in January, the Statf Association invited the Council President, Prof.
Zalewska, to remind delegations to respect the roles of the various bodies the 2 7 M arc h 2 O 14

Council 1tself has created, as well as the rules and procedures governing them.

Staff Association deplores non-respect:

e Formal responsibilities PFGB

e Rules and procedures
 Concertation process

J* Commitments of 2011 (Resolution)

i W T o N e B = T

: ; ; : (ISTIea

users, who, all together, can produce world-class successes in physics.

In this year of 1ts sixtieth birthday, when CERN wants to be seen as a champion of
facilitating peace amongst nations, we would not understand that precisely now
Council decided to put into jeopardy the social dialogue which has been one of the
strengths of this Organization.
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Resolution to Member State Delegates

fimally tha,

L . ¥
w‘;} wlssocIATloN"w | E_> * accordung to the latest acnuanal study, based on the mare recent and more realistic

achianal parsmeters, the Fumd, with the mplementanion of comrecive measures
Resolution already decided. should artsin  fanding ratio of 95.5% in 2041 3nd be flly Funded 3

vears from now

The Staff Association and the CERN and ES0 Pennioners’ Associabion

Noting
Having taken nofe of that
- E;mnu[ﬂumpdﬁefmefmmﬂﬁfmﬂuf&m . ﬂ'l!ﬂ:sl:'b!p\a:hp of ]I imvohing all i
) . . . active cumTent 5 s and p )15 having the expected effect.
= ihe deliberations and decisions of the Council of March 2014, the CERN I:‘mmllhﬂhrﬂmdd'bﬂ! oes 1o modity i, with the aim of no longer

Staff Association demands that Council:

e Respects commitment to pay 60 MCHF/year

e Respects and enforces competences of CERN’s
governing bodies and rights of stakeholders

that forthesnmors,

o the curvent structaral deficnt s largely the result of previous decisaons taken by the
Counal m full knowledge of thewr effects on the balance of the Fund (espenally the
suppression of the resources guarantee decided m 1976, as well as measiges m place
unti] 1987 amwed ot reducing the average age of stall by encoursping ealy retuement
at 650 years, without compensaton for the Fund);

“ In L% (CERMN/1628), the Commncil decided o establish a foundation wnder Swins law. with the aim of taking (‘m Besolanon o mw tmmg{mrﬂ ! Peraion Iun![(EE_h‘? ), Armax 3
over the Fumd, 1o issere the cosnmmty of e pavment of e penusn nghts of ewch benefeiary in the event of a thii package 12 & e Boets Batwomin all stakuboldens, 1., il Emben
the dismoltion of CERN. PEIFTETS A ndﬂrepnmﬂrp mzahans. iy drvidual elememin nml:bemod.tﬁ.rd.mdmwmmu f
the enare package, always mamtming the eqmesble distrobution model

I 1940 (CERN/2165) the Council decided that befiore establshing such & foundation, fhe Fund ot be
roemesally balanced oo the bass of realistic acsesial parsmeses, sotbly sking ito scomat the libilitien V& Letmes, swquentisg e seipect af the procedues, hat alresdy been sent 1o (e Predident of S CERN Couseil
related 10 fhe Ssturw mndenstion of the pesios in Tasuary 7014

Staff N | |
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Council meeting 19 June 2014

New resolution in June:

President’s Group should prepare text based on the one submitted
by the Delegation and taking into account the salient points raised
during discussions in March Council meeting.

Start of five-yearly review

5YR Work Flow: year N-1

Oc tnher 2014

- +Discussion: Hunrl:l:m & mmm ~0iral progress report

5YR Work Flow: year N

~Recndtmenl & Retenbon h:ml'lrr!n'l L]
! October Movember
11 or # mesings

almﬁnum .E::"mp‘um
= Discussion: = Decision on final
- - gﬂqﬁ?ﬂl p:ﬂ:.:.'.n:"t
oG o s meeting 2t 2018 34
Association Crisis meeting 2 April 2014
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reiewed




We count on your support

e Pension fund is on sound basis (PFGB, ATC, PFIC)

e Measures have been taken in 2010 to putiton a
financially sound basis

e Verification in 2013 showed we are on track

We must defend our Pension Fund and not let
short-term initiatives put it jeopardy

DO NOT LET MEMBER STATES DEGRADE OUR
PENSION CONDITIONS

N Association Crisis meeting 2 April 2014



United we are strong

Staff
Association

Crisis meeti'n_g 2 April 2014


http://council.web.cern.ch/council/en/birthofCERN.pdf
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