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September 20, 1977

Mr. Enrique Blair

Advisor for External
Coordination

InterAmerican Institute of
Agricultural Sciences

Direccion General

Apartado 10281

San Jose, Costa Rica

Dear Enrique:

Here is a study on the retirement and pension fund that I
promised you during my last trip to San Jose.

I hope you will find it in order.

After much deliberation, I am convinced that it is indeed
feasible for IICA to pursue the establishment of its own retire-
ment and pension fund. In the final anaylsis, I feel that we can
devise a savings type of approach that would be consistent with
the needs and desires of management and staff alike.

I have been honored to perform this task and will endeavor
to undertake any future assignments that you may bestow upon me
in order to complete the project.

Vice President
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This report, authorized by Enrique Blair, Advisor for
External Coordination and prepared by Wright § Co. was assigned
for the purpose of studying and recommending on the feasibility
of establishing a separate retirement and pension fund for the
InterAmerican Institute of Agricultural Sciences.

Its scope and intent is not to recommend a fiduciary
medium at this juncture but rather is to advise and educzate
management on the particulars in creating a separate retire-
ment and pension system; the interworkings of available pro-
grams; aﬁd the procedural items needed in order to establish
a program by the end of the current fiscal year.

It is the hope that this report will be used as a guide-
line for future decision making. If it is management's decision
to proceed, the report should serve as a basic framework for
future negotiations with carriers. If it should be the de-
cision of management to maintain the status quo, then this

report should serve as a tool through which the decision is

made.
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I. INTRODUCTION

The best retirement and pensioh program for any organi-
zation is normally the one which has been designed to reflect
the individual circumstances and objectives of that organi-
zation. The organization's goals, philosophy, composition of
employees, and preference of top management are all f;ctors
which have a bearing on plan design.

It is with this in mind that we attempt to analyze the
feasibility of a separate retirement and pension plan for the
InterAmerican Institute of Agricultural Sciences.

In contemplating this situation, three basic questions
must be asked:

1. Is it beneficial?

2. 1Is it practical?

3. What are the alternatives?

Satisfactory answers to these three basic questions will
determine as to whether a separate program is feasible.

Presently, the system in which you participate is in a
state of flux. Studies are still continuing and, at this point,
it appears that there is no certainty as to what the final
outcome will be.

Initial basic answers, however, can be found in the

"Preliminary Draft Statutes for the Staff Retirement and
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Pension Fund of the Organization of American States". A copy
is included in the appendix for your perusal. .

In an attempt to achieve parity with the United g%%ﬁi:f’
the OAS is formally adopting a defined benefit pension pro-
gram. This form of plan provides a given benefit at retire-
ment age in lieu of a lump sum cash payment. It provides
little flexibility on behalf of the individual retiree.

It is typically the type of approach adopted by major
organizations within the United States. Historically, this
has burgeoned from complicated tax laws that penalized the
individual collection of a lump sum cash payment at retire-
ment.

Is this the type of retirement system that IICA desires?
Is it consistent with IICA's goals?

The apparent answer to this question is no.

IICA wents flexibility. It wants to provide a lump sum
payment to retirees. At the same time, it wants to provide
the option of a lifetime guaranteed pension if it is the
desire of the individual retiree to do so. In short, it wants
a savings fund with an individual nonmandatory alternative
for purchasing a guaranteed lifetime income (an annuity).

This is not possible (with certain exceptions) uander the
present system. Moreover, it will become more impossible

in the future.
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Technically, the savings fund approach is called
"defined contribution". The alternative of providing an
annuity at retirement age is called "terminal funding".

The rest of this report will concentrate on these
mechanisms and how they relate to our three basic questions --

is it practical, beneficial and what are the alternatives?

II. GENERAL DESCRIPTION -- A DEFINED
CONTRIBUTION PENSION PROGRAM AS
IT RELATES TO THE
PRESENT SITUATION

The following pages will outline the basic provisions
applicable to a defined contribution -- "money purchase' --
type of retirement program.

Under this approach, contributions are made to the plan
on behalf of participants in accordance with a predetermined
contribution formula. Individual recordkeeping accounts are
established and maintained for each participant. Total
employer and employee contributions applicable to each partici-
pant are credited to an individual employee's personal
account. Additionally, a pro rata portion of all gains or
losses arising from plan investment is created or charged to
each participant's account.

At death, disability, retirement or other termination of

employment, all or a portion of each participant's account
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value may be distributed to him in cash. Alternatively,

he could purchase an annuity which would guarantee him a
monthly income for life. Naturally, the amount of distri-
bution or monthly income to which a participant may become
entitled cannot be precisely determined in advance. Changes
in compensation levels, plan contribution formulas, and
investment return (just to name a few of the variables), may
have a substantial effect upon the ultimate benefit amount.

Thus while each participant has the promise that a stipu-
lated level of contribution is made to the plan on his behalf,
his ultimate plan benefit is something that can be roughly
estimated but not precisely determined in advance. Obviously,
over the long run, this depends upon investment gains as they
relate to the actual retirement date of any given individual
employee.

This approach is exactly the opposite of the one that
is presently in effect at the OAS.

The actual retirement benefit for staff members of
affiliated entities are located in Chapter 10 Article 24 of
the Preliminary Draft Statutes. Perusal of this text will
show that as presently proposed, both employer and employee
contributions are purchasing a defined benefit at retirement

equal to 2% of the final average remuneration multiplied by
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the total number of years of an individual participation in
the program. This is subject to a maximum of 30 years.

For example, an individual who has had 25 years of ser-
vice and a final average remuneration of $20,000 would receive
a retirement benefit equal to $1¢,000 per year.

There is a further provision under Subparagraph D,
Subsection (i) that does allow a cash disbursement to the

retiree equal to 1/3 of the actuarial equivalent of the bene-

fit.

This is important.

The actual cash that would be received by the individual
at retirement under this method has absolutely no relevance
to the total amount of cash that might be attributable to
his individual account. It is based upon the actual present
value cost of the benefit.

Under a defined contribution plan, an individual retiree

could withdraw all monies credited to his account including

Using the above example, it is safe to assume that the

same individual could accumulate $169,992 in his account.

This includes both contributions and interest earnings at we 4,
In a defined contribution plan, this belongs entirely to
the retiree. He could withdraw the sum, invest it a and

earn $10,199 per year without ever touching principal. On
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the other hand, he could purchase an annuity at prevailing
rates which would guarantee him anywhere between $10,000 and
$15,000 per year; however, he would lose principal. Of
course he could do a combination of the two in any varying
amounts that he felt was beneficial.

Most insurance companies simultaneously establish two
sets of books under a money purchase arrangement. These are
called the "Experience Fund" and the ""Guaranteed Fund" re-
spectively. The Experience Fund reflects the company's
actual earnings experience while the Guaranteed Fund reflects
the values on the underlying guarantees. The value of the
client's fund at any point in time is the larger of the two
funds. Thus the cumulative results cannot be less than the
guaranteed rate of interest but can be greater if favorable
interest earnings emerge. While interest rate guarantees
vary from insurer to insurer, most companies are guaranteeing
anywhere between 6% and 9%. Actual investment experience,
however, is running much better and has averaged close to 10%.

A full range of investment alternatives are normally
offered to the organization including mixed portfolios of
bonds, mortgages, commercial paper, short term securities,
common stock, etc. The investment philosophy must be dedi-

cated to long term real growth and safety of principal. It is

not the intent of this report to analyze the various alter-

native portfolios of the many different insurers.
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This would be premature. It can be done only after a decision
is made to proceed with the establishment of a separate plan.

Since a defined contribution approach is merely nothing
more than a savings fund, actuarial deficits never occur.
Deficits of this nature would only happen after it is de-
termined that the amount of assets in the fund are not suf-
ficient to cover the amount of liabilities (future benefits
payable to retirees based upon a defined benefit).

Please refer to Article 19 of the Preliminary Draft
Statutes. Under said Article, it states "In the event that
two consecutive actuarial evaluations of the fund show that
its assets may not be sufficient to meet its liabilities under
these statutes, they shall be paid into the fund by each
affiliated entity sum necessary to make good the unacceptable
actuarial deficit". It further goes on to state Subparagraph (b)
"Each affiliated entity shall...contribute to this sum an
amount proportionate to the total contributions that each has
paid in accordance with Article 11l.a during the three years
preceding the date of the second evaluation".

In the event that an actuarial deficit does occur, it
would be incumbent upon IICA to make up said deficit based
upon its contribution rate of 21%. Actuarial deficits most

naturally occur when the investment performance falls below
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the investment assumption used when initially calculating
future liabilities.

Once again, it is not the intent of this report to
comment on the investment performance of the retirement and
pension fund over the last 10 years. However, it is our
understanding that actuarial deficits did occur due to poor

investment performance and that this matter is still pending

| further study by the Retirement and Pension Committee.

Indeed, it does not seem logical for IICA to subject
itself to a future commitment for the funding of actuarial
deficits, when, in essence, it is not IICA's intention to
provide a defined benefit plan. As stated, under a savings
fund/defined contribution approach, IICA would not have to
subject itself to future unknown liabilities due to actuarial
deficits.

In summarizing this section, it appears evident that
the establishment of a separate retirement system by IICA
is indeed beneficial.

As established on a defined contribution basis, IICA
can provide its employees with a much greater level of flexi-
bility by allowing each of them to determine their own destiny.
It also provides a guarantee of interest and safety of princi-
pal which further allows each employee to better plan for the

future. It provides a system of credits given on higher
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interest earnings -- maximizing profits and minimizing risks.
It eliminates the necessity of refunding for future unknown
liabilities thereby stabilizing any future impact on

organizational cash flow.

ITI. TECHNICAL ASPECTS FOR
PLAN ESTABLISHMENT

In establishing a separate pension retirement fund, it
appears that IICA is caught in the middle of the Internal
Revenue Codes and the International Organizations Immunities
Act of 1945. This anomaly comes about due to the taxing
of pension fund investment income of insurance companies or
other fiduciary mediums.

Under IRS Regulations, pension fund investment earnings
can accumulate tax free provided that the said plan is quali-
fied by the Internal Revenue Service and in accordance with
the minimum standards set forth in the Employee Retirement
Income Security Act of 1974. The earnings on a nonqualified
plan would be subject to income tax which would therefore
reduce the net yield and growth of the fund.

The Employee Retirement Income Security Act of 1974 was
established for the purpose of providing minimum standards
for the established Employee Welfare Plans. It includes minimum

standards for eligiblity, participation, investment and funding.
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The Internal Revenue Laws were also amended to say
that all pension programs must meet the minimum requirements
of ERISA in order to be qualified and eligible for tax
advantages on investment earnings.

IICA is excluded from the Employee Retirement Income
Security Act inasmuch as it is a tax exempt organization
under the International Organization Immunities Act.

Moreover, Public Law 291 (International Organization
Immunities Act) amends Section 116(c) to the Internal Revenue
Code as follows: '"The income of foreign governments or
International Organizations received from investment in the
United States in stocks, bonds or other municipal securities,
owned by such foreign government or international organization
or from interest on deposit in banks in the United States of
monies belong to such foreign government or international
organization or any other source within the United States...is
excluded from gross income of income of international organi-
zations".

Logically, it would seem that this precludes taxes on
earnings of investment income of your pension plan.

Unfortunately, this is not the case. The problem relates
basically to taxes levied against fiduciary groups as opposed
to taxes levied against an organization directly. Individual

accounts from a tax standpoint cannot be segregated by the
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fiduciary medium insofar as IRS is concerned. It is either
a combination of all qualified or a combination of all non-
qualified plans. The paradox there is this -- unless IICA
meets the minimum requirements of the Employee Retirement
Income Security Act, the plan would have to be considered
nonqualified under present law. This is inconsistent with
Section 116(c) of the Internal Revenue Code as amended by
Public Law 291.

Be that as it may, however, we still have to live
with the problem.

From a practical standpoint, nonqualification would mean
a loss of %% to 1% on investment earnings depending upon
internal company pension reserves.

Therefore, in order to reap the maximum benefit out of

any separate plan, we feel that it would be necessary to

liberalize the present eligibility and vesting requirements.

Minimum standards as established by ERISA say that a plan
will not qualify if it requires that an employee has a period
of service with the employer which extends beyond (a) one year
of service or (b) the date the employee reaches age 25,
whichever occurs later. However, a plan which provides from
100% vesting after three years of service can defer partici-

pation until an employee has put in three years of service.
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At this point, it must be mentioned that apparently the
OAS has come to the same conclusion.

By referring to the transitory provisions under Article 8,
it is interesting to note that the organization is considering
reducing the participation requirement from four years to
three years, two years and one year respectively. Obviously,
this is an attempt to come in line with the ERISA requirements.
Insofar as vesting is concerned, Chapter 9, Article 21 pro-
vides that an individual participant would have 100% vesting
of his contribution if his participation in the plan is less
than five years and a full 100% vesting of the institutional
contribution after he has participated in the program for 15
years. This is perfectly within the minimum requirements
established by ERISA and therefore there is no transitory
provision to change this.

Obviously the OAS is planning to opt towards bringing
the requirements in line with ERISA.

In establishing its own plan, IICA would have more flexi-
bility as to its options.

Again it is not the intent of this report to detail the
specifics. This can only be handled after a decision has been
made to proceed and an internal pension committee has been

established.
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Suffice it to say for now that it is our opinion that
the minimum requirement of ERISA must be met in order to
maximize full and complete investment return under the program.

Establishing a separate plan does not happen overnight.
Much forethought and work must go into the initial plan docu-
ment that will serve as a basic text for the operation of the
program. This document is submitted to the Internal Revenue
Service in order to receive a determination of qualification.
This ultimately decides whether investment monies accumulate
tax free.

The plan document should be devised before any discussion
with a carrier occurs. This document is a basic guarantee
of pension rights and provisions and it is on such that an
insurer would present his offer.

The plan document should be the final results of the
combined efforts of management and staff to establish a pro-
gram that is viable for all. Accordingly, a committe should
be established in order to draft such a document.

Some of the issues that must be handled by such a committee
would be as follows:

1. The purpose of the Retirement and Pension Fund

2., The management of the Fund

3. The participation, contributory service and

contributions to the Fund
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4, Eligibility for the Plan

5. Vesting Rights

6. Discontinuation of participation in the Fund as

it relates to death and disability

7. A decision as to whether a permanent retirement and

pension committee should be appointed.

In the beginning, it is normally advisable that the
committee consist of the Treasurer of the organization, a
representative from the personnel department, the external
laison if any, and one staff member at large.

Once the plan is completed, it would be incumbent upon
IICA to submit it along with other pertinent data to various
carriers for a bid. Once the bids are collected, it would
be up to the committee to award the management of the fund
to the company that provided the best offer.

At that point in time, the plan document would be sub-
mitted to the Internal Revenue Service in order to receive
a letter of qualification.

When summarizing this section, it seems that the establish-
ment of a separate retirement system by IICA is practical only
to the point that IICA wishes to adhere to those items
enumerated in this section.

Liberaliziqg the vesting and eligibility requirements of

the plan would not, in our judgement, jeopardize the financial
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stability of the organization. Besides, there would be a
number of alternatives available in order to adjust to the
situation. Moreover, based upon the transitory provisions
of the Draft Statutes, it certainly appears the Organization
of American States will liberalize the eligibility require-
ments downward to the minimum requirement of ERISA. Accord-
ingly, it would then appear that IICA ﬁill be stuck with
this contingency in any event without any alternative to
subsequently liberalize or restrict its own vesting or

participation requirements.

IV. ALTERNATIVE ACTIONS FOR
TRANSFER OF FUNDS

Obviously, the larger the potential value of the fund,
the better will be the offer from a financial organization.

This brings up the point as to the withdrawal of IICA's
funds from the OAS Retirement and Pension Fund.

The Preliminary Draft Statutes provide for the withdrawal
of a participant under Chapter 5 Article 7. It states '"'When
an affiliated entity, on recommendation by the committee or
on its own initiative, terminates its membership in the Fund,
it shall be given, out of total assets of the Fund up to the
date of termination the pért it proportionately contributed

to the formation of that total. This payment shall be for
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the exclusive benefit of the members of its staff who are
participants in the Fund on such date pursuant to an arrange-
ment mutually agreed upon by the entity and the committee'.
It further states in Subparagraph (b) of said Article '"'The
proportionate share and its amount shall be determined by

the committee on the basis of an actuarial evaluation of the
ligbilities and assets of the Fund on the date of termination
of the entity, it being understood that no part of the assets
that are in excess of liabilities (actuarial surplus) shall
be included in that share".

On one hand, Article 7 provides withdrawal of funds at
the initiative of the entity. On the other hand, the payment
is based upon an actuarial evaluation of both the liabilities
and assets of the fund with no actuarial surplus going to the
affiliated entity.

This could pose a problem.

As of July 30, 1977, IICA will have accumulated $5,405,522
in the Retirement and Pension and Provident Funds respactively.
How much of that will be returned to IICA is questionable as
it depends upon the actuarial evaluation of the entire fund
made at the time of termination.

Unfortunately, Article 7 is "wide open'". Subparagraph (b)
pasically leaves it in the hands of the Committee. It is

extremely possible that the 'proportionate share" might not
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have any relevance whatsoever to the actual amounts of money

accumulated in the fund. The proportionate share may well turn
out to be the actuarial present dollar value of future liabili-
ties of all IICA participants as it relates to the future
liabilities of all participants as a whole.

It is unfortunate to say that this cannot be determined
at the present time. It can only be determined at such time
that IICA serves notice of its intention to withdraw from the
retirement and pension fund.

The last thing that we want to do is to jeopardize benefits
of present IICA participants.

It has already been determined in Section II of this re-
port that a defined contribution fund is more beneficial as it
is consistent with the goals and desires of the organization.
However, the transitory articles under Article 24 provide that
""at the request of an employee who was a'participant in the fund
before the date in which these statutes go into effect and who
meets the conditions set forth in Article 24.a, the committee
may replace the life pension by delivery of the personal credit,
the office credit, and the interest earned on those credits up
to the date of liquidation of the account, without his being
entitled to a life pension'.

In other words, at this point in time, present participants

still have the advantage of a savings fund inasmuch as they can

WRIGHT & CO.
INSURANCE BROKEF
CONSULTANTS
ADMINISTRATORS






PROTECTION Page 19
. INTERAMERICAN INSTITUTE OF AGRICULTURAL SCIENCES

withdraw both the personal and office credits along ﬁith
interest. It appears that this particular provision will only
stay in effect for a certain period of time being terminated

if and when the final statutes of the staff retirement and pen-
sion fund are approved by the permanent counsel.

This buys us some time.

It would be our judgement that we would need some time to
evaluate the disposition of the retirement and pension fund as
it relates to present participants. It would be beneficial
and practical to request an actuarial evaluation of IICA's
portion.

Simultaneously, IICA should request a separate account
listing on all present participants. Not only would this pro-
vide practical information for individual accounts under a new
plan, but it would also determine the manner under which the
committee would evaluate present assets and liabilities.

A separate actuarial evaluation done by IICA would also be
helpful. It would serve as a comparison base against any re-
port prepared by the OAS's actuarial firm.

These steps should be followed before we would make any
recommendation on a transfer of present funds.

On the other hand, none of this would preclude IICA from
still moving forward in establishing its own program. Insurance

companies could still bid on new deposits with the condition
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that the present fund would be forthcoming pending the out-
come of the actuarial report. Funds could still be deposited
in the fiscal year 1978 with a transfer of the other monies
coming at some future time. Of course, IICA would still have
the alternative of waiting for the outcome of the actuarial
study before any transfer or deposits were made.

In summarizing the alternatives, it does not appear that
there are too many. Basically, they are as follows:

1. A complete transfer of present funds with continuing

deposits as of July 1, 1978.

2. A freezing of present funds pursuant to the outcome
of an actuarial evaluation with new deposits going
to an insurance carrier beginning July 1, 1978.

3. Maintenance of the status quo both on present funds
and future deposits until an actuarial evaluation can
be completed.

Alternative #1 is totally impractical and not beneficial
to present participants. We already mentioned the necessity
of determining the present status of IICA's proportionate share.

Alternative #2 and #3 are viable. The only difference
between the two is the timing on the new deposits.

At this point, it would be premature to recommend any single
alternative. It can only be done at the committee level and

depends on such factors as the present evaluation of the
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fund, the final plan document, and insurance company offers --
just to name a few. Trying to predict these factors at this

time would be idle speculation.
V. CONCULSION AND SUMMARY

When we began this report, we mentioned that three
questions should be answered concerning a separate pension
program.

1. Is it beneficial?

2. Is it practical?

3. What are the alternatives?

We sincerely hope that these questions have been answered
satisfactorily.

It has been determined that it is beneficial to establish
a separate pension plan that meets the goals of management
and staff. A defined contribution plan does just this. It
is purely and simply a savings fund. It provides safety of
principal and reasonable growth through interest guarantees.
Moreover, it maximizes earnings through experience credits. It
provides flexibility at retirement by providing alternatives
of a lump sum cash payment, a gﬁaranteed monihly income or a

combination of the two.
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The establishment of a separate pension plan is practical
provided that managéhent wishes to pérform the proper functions
necessary in order to achieve it. A committee must be
established for purposes of writing the plan document, fol-
lowing through on the actuarial evaluation, filing the necessary
papers and overseeing management of the fund as a whole.

Frankly speaking, there afe not too many alternatives
open on the transfer of the funds. Present participants must
be protected. Accordingly, an actuarial evaluation must be
made. Alternatives may become more crystalized as further
study is done.

All in all, it is our complete feeling that a separate
pension plan should be pursued. It is indeed feasible.

Accordingly, we would recommend that a pension and retire-
ment committee be established as soon as possible. The pur-
pose of this committee would be to oversee all of the work
necessary in providing for a separate program. A target date
should be established for the completion of the committee's
work. The committee should have full authorization from
management to make the necessary decisions as the work progresses.

Wright & Co. would offer its services and act as
consultant to the committee. We would assist in preparing
the plan document, obtaining actuarial services, preparing

specifications, analyzing various offers from insurance carriers
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and performing any other work that might be required by the
committee.

Much work would have to be completed before the end of
this fiscal year. We do not feel that this is an unreasonable
deadline.

We look forward to working with you further if you
decide to proceed. 1If not, it has been a pleasure to prepare
this report and IICA should feel free to contact us at any

time if we can be of any future assistance.
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PRELIMINARY DRAFT STATUTES FOR THE STAFF RETIREMENT
AND PERSION FUND OF THE ORGANIZATION OF AMERICAN STATES

CHAPIER I

PURPOSE OF THE RETIREMENT AND PENSION FUND
Article 1

The Staff Retirement and Pension Fund of the Organization of

American States has been established in order to provide the benefits
set forth in these statutes, not only to the staff members of the
General Secretariat participating in the Fund but also to participating
staff members of other affiliated organizations or entities, or to their

beneficiaries or heirs.

CHAPTER II
RETIREMENT AND PENSION COMMITTEE
Artigle 2
1. The Retirement and Pension Committee is responsible for applying
these statutes and is composed of five members, as follows:
a. A principal representative and an alternate representative
of the Permanent Council, elected from among the represen-
tatives of the member states on that body;
b. A principal and an alternate representative of the General
Secretariat, designated by the Secretary General from among

the staff members thereof;
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c. A principal representative and an alternate fepresentative of
the other affiliated agencies, selected by common agreement
among them, who mey be staff members of the General Secretariat;

d. A principal representative and an alternate representative
elected by the members of the staff of the General Secretariat.

e. A principal representative and an alternste representative of
the staff members of the other affiliated agencies, who may be
members of the staff of the General Secretariat;

2. The representative of the Permanent Council shall be Chairman of

the Committee.

3. 'i'he alternate representatives shall serve in the absence af the

corresponding principal representatives.

CHAPTER III
MANAGEMENT OF THE FUND
Article
a. The Fund shall be mansged in accordance with these statutes and
with the administrative rules. The Retirement and Pension Cam-
mittee shall inform all the participants of those rules.
The mahsgement of the Fund is the responsibility of the Retirement
and Pension Committee, which shall, among other things, do the following:
b. Serve as custodian of the essets of the Fund;
c. Set the policy to be followed with regard to investments and
endeavor to obtain advice, not only from firms of the host

country of the General Secretariat, but also from those of
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other member states, with a view to geographic diversification
and most advantageous investment of funds;

Regarding investment of the resources of the Fund, the Commit-
tee shall try to obtain, at the very least, a positive, real
interest rate that will cover inflation rates in the member
states where the funds are invested;

Set the interest rate applicable to the transactions of the
Fund as proposed in the pertinent article of these statutes;
and declare the supplementary dividends made possible by the
income of the Fund;

Approve the annual budget for the activities of the Fund;
Propose to the Secretary General the appointment of the Secretary-
Treasurer of the Fund;

When necessary, decide upon the benefits to which participants
in the Fund are entitled upon their retirement, in accordance
with these statutes;

Provide for periodic actuarial studies in accordance with the
provisions of these statutes;

Present an annual report to the Permanent Council and to the
participants, which shall include a statement of the balance

of accounts of the Fund, a report of the external auditors who
have verified the accounts, statistics on persohs pensioned, a
list of the investments, and a report on other activities car-
ried out by the Committee and the Secretary;Treasurer, including
the latest actuarial study made. This report shall be presented

no later than March 31 of each year;
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Adopt its internal rules of procedure and also the administrative
rules of the Fund, which it shall prepare in accordance with these
statutes. These administrative rules must be reported to the
Permanent Council.
The Secreiary Treasurer shall inform the participants annually
and whenever they so request as to the status of their individual
accounts and as to any other matter related to their participation
in the Fund.
Article L

Actusrial Services
The Committee shall engage & specielited firm to provide it with
actuarial services.
The Committee sh&ll order an actudrial evaluation of the Fund to
be made at least once every three years. |
The report on that evaluation must indicate the rate of interest,
mortality tables, dianility tables, and, in general, all bases
for the calculation. The report must also describe the method
of eveluation used, explain the results thereof, and, if appro-
priate, recommend measures it would be advisable to take.
In the light of that report, the Committee, when it deems it
necessary, shall recommend to the Permanent Council the measures
it deems advisable. It shall also set the maximum rate of in-
terest that may be applied in all calculations required. in c;n-
nection with these statutes. This rate may not be higher than

that used as a basis in the actuarial study.
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CHAPTER IV
SECRETARIAT AND TREASURY
Article

a. On the recommendation of the Committee, the Secretary General

shall appoint a full-time Secretary-Treasurer of the Fund, who
shall hold no other position.

The Secretary-Treasurer shall be the principal executive officer
of the Fund, shall perform his functions under the authority of
the Committee, and shall exercise the powers and functions of
administration and management of the Fund, in accordance with
the standards established by the Committee and these statutes.
The financial responsibility of the Secretary-Treasurer shall be

guaranteed by a bond, the amount of which shall be determined

by the Committee.

CHAPTER V
AFFILIATED ENTITIES

Article 6
The entities affiliated with the Fund on the date on which these
statutes enter into force are the General Secretariat of the Cr-
ganlization of American States and, after approval on their part,
the following:
The Inter-American Indian Institute
The Inter-American Institute of Agricultural Sciences

The Pan American Institute of Geography and History
The Inter-American Defense Board.
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Any other of the specialized organizations to which Article 130
of the Charter of the Organisstion of Amserican States refers,
and glso any inter-Aasrican entity that has a system of sala-
rias; allowances, and other conditions of employment equivalent
to that of the General Secretarist of the Organizsticnm, may ef-
filiate with the FPund.
Admisgion to the Fund as an affiligted entity shall be by deci-
sion of the Permanent Council, an the affirmative recommendation
of the Committee, after acceptance by the organization concerned
of these statutes and agreement reached with the Camittee as to
the conditions that shall govern its admission and 1ts possible |
disaffiliation.

Arvicle
When an affiliated entity, on recommendstion by the Committee .or

on its own initiative, terminates its mambership in the Fund, it

shall be given, out of the totel assets of the Fund at the date
of termination, the part it proportionally contriduted to the
formation of that total. This payment shall be for the exclusive

benefit of the members of its staff who were participants in the

Fund on such date, pursuant to0 sn arrangement mutually agreed

upon by the entity and the Committes,

The proportionate share and its amount shall be determined by the

Committee on the basis of an actuarial evaluation of the liabili-

ties and assets of the Fund on the date of termination of the sf-

s

fillation of the entity, it being understood that no part of the

e - —

- e e

assets that are in excess of the liabilities (actuarial surplug)

-—

shall be included in that share.




CHAPTER VI
PARTICIPATION, CONTRIBUTORY SERVICE, AND CONTRIBUTIONS
Article 8
Participation

a. There shall be two types of participation: full participation
in the Retirement and Pension Fund and limited participation in
the Provident Fund.

b. Every employee who provides services to any of the affiliated
entities shall obligatorily participate in the Retirement and
Pension Fund starting on the date of his permanent appointment
or of his contract for a fixed term, provided he meets one of
the following conditions:

i. That his permanent appointpent is for a term of more than four
years,

ii. That his fixed term contract is for a term of more than four
years, or that he completes more than four years of service
without interruption;

iii. That his temporary contract has been renewed, without inter-

ruption, during a period of more than four years;

c. Participarion in the Retirement and Pension Fund shall be obliga-
tory in the case of subparagraph (i); in the cases of subpara-
graphs (ii) and (iii), the employee shall participate in that
Fund if at the time that he joins the staff of the affiliated

agency he chooses to do so.



Trans 1teg Provisions

1.

2.

With respect to the¢ minirmm mumber of years of service required
for participation in the Retirexmept and Pension Fund, as provided
in Article 8.b, the Gensrsl Assexdly, based on the detailed inform-
ation that the Retirement and Pe.nsioxi Caxmittee xust present to the
Preparatory Cormittee on the tmdget implications of the measure,
shall consider, at its seventh, elghth, and ninth regular sessions,
the possibility af reducing the requirement from four years to
three yeara, Yo years, &nd ope year, respectively.

At the time this Flan goeg into affect, of those employees on fixed

term or temporary contiqcts : only thepe who meet ope of the fol-

lowing conditions may participate in the Retirement and Pension

Fumd.

i, They are po mare than fifty yeers of age and have had more
than four years of seryvice without intermuption, in the af-
filiated entity; and

il. They are at least fifty years of age and began to work in the
affiliated entity at least four years before reaching that age.

Only in this second cage, the affiliated entity shall validate the

period of service rendered after the employee reached fifty years

of age, provided he pays t0 the Retirement and Pemgion Fund the

corresponding persomnal contributions.
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Article

Medical Examination
Every participant in the Fund shall subtmit to the Cormittee,
within the first month of his employment in an affiliated entity
the results of a medical examination made by the affiliated en-
tity that has employed him or by a medical authority recognized
by the Fund, in the event that the affiliated entity does not
provide the examination. The costs of this examination shall not
be charged to the Fund.
On the basis of that medical examination, the Committee may res-
trict the rights the participant may have to disability benefits
during the first five years of his participation in the Fund.

Article 10

Contributory Service

The period during which the Fund receives contributions shall be
considered contributory service.

Contributory service may accrue during leave without pay if con-
tridbutions are received by the FPund in accordance with subpara-
graph (b) of Article 13. |

Additional contributory service may accrue to a p#rticipant ir

prior service is validated or restored in accordance with Article 13.
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b.
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Article 11
Contributions

Contributions at the rate of 7 percent of his pensionable remu-
neration by the periicipant and at the rate of 1k percent of his
pencicnable remmperation by the employing affiliated entity
ghall dbe payadble to the Fund concurrently.

Pensionable remunerstion shall mean the remuneration, or its
equivalent in United States dollars, of & participant, upon which
the calculation of the above cantributions to the Fund is dbased,
which shall be, for the period prior to July 1, 1972, his basic
salary, or the amount, however it be called, upon which the
calculation of his coantritution and that of the employing af-
filiated enctity were based; and, for time subsequent to that
date, pensionable remuneretion shall meen the basic salary of

& participant plus an smount that shall dbe calculated in accord-
ance with the formuls used for this purpose by the United Nations
Joint Staff Pension Fund, which is appended to these statutes,

to be approved by the Permanent Council.

Ay change in the formula mentioned in subparegreph (b) for deter-
mining the pensicnadle remneretion must be approved by the
Permanent Council, taking into account the resources that would
be availadble for that purposs.

Contributions may be peid fur the purpose indicated in paragraph
(c) of Article 12 with respect to a period of leave without pay
provided that leave has not been granted for the performance of
military service. The contribution of 21 percent of the




a.

b.
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pensionable remuneration shall be payable in the form of 7
percent by the participent and 14 percent by the employing entity
These contributions may be paid during the leave without pay in
the form indicated in (a) or, with the interest determined by the
Committee within 12 months after the resumption of participation

in pay status.

Contributions for the purpose of validation of service during

which contributions were not paid shall be paid in accordance with

subpafagraph (c) of Article 13.

Article 12
Renewed participation in the Fund

A former participant who has ceased in his services without having
been retired and who rejoins an affiliated entity may request re-
validation of his prior contributory service within six months
following his return.

A participant in the Retirement and Pension Fund who is transferred
for a fixed term or who temporarily renders services in an American
intergovernmental entity or to the govermment of a member state of
the OAS, at its express request, shall have the right to continpue
to pay his personal contridbutions and to have the office contri-
butions paid. T.e time during which the participant reders serv-
ices under those conditions shall be credited to him in the Retire-

ment and Pension Fund. When such & period is more than one year,

the Committee must specifically authorize the participant.
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Far the purpase of having all his mrior service credited, the
foymer participant mist reimburse t¢ his acocount the mmount he
received frop the Fund oqp aceenat ef his previous perticipetion,
Rlus the interesy that {1t woyld haye earned up to the date of
reisourromEt, in secordancs vith paragraph (4) of tiig srticle.
The amount paid in acoerdgnoe with peragraph (c) of this article
may be peid at the time of rejoinimg the Fund, og with such additjemal
interest as the Committee may determine, within twelwve months
following the resumption of partieipation or withip such period
as the Committee shall determine, Any part of the office contri-
bution that the participant did not receive at the time of
ceasing employment shall be credited t6 him by the Pund plus

the interept it would have edrned during the time he was not in
service,

For the purpese pf the retirement of a former participant, the
time of his separatipa shall nat be computed under the conditions
established in the pregeding sybpgragraph. |

If a person who has been retired an account of disadllity is .
reerployed by an affiliated agency, the status he had before
retirement shall be regtored, with no credit uvu for sercice
during the time his status wag that of a retired employee. '

AumS __Summs.. NN
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Article 1
Validation of noncontributory service

A participant may request, within one year of the commencement

of his participation or of the date on which these Statutes

become effective, to validate prior service d.nri.ng vhich he was

not eligible under these Statutes for participation, provided that:

i.

ii.

iis.

iv.

Participation succeeded the epding of such service within

two years;

The service was the most recent prior to his participation
a.nd' had not been interiupted by a break of more than one year;
Participation had not during such service been expressly
excluded by terms of his appointment, except in the case of
those who had participeted in the Provident Fund;

The totality of the period open to validation is elected.

Validgfion shall be subject to receipt by the Fund of contribu=-

tions.

The contributions for welidation referred to in this article must

be paid, with interest, by the participant and by the entity in

which he rendered service in the amounts that each one, respectively

should have paid if the participant in the Fund had been participat-

ing during that period, in accordance with the percentages in

effect during the period he desires to have validated.

Except as provided in Article 12,f., no participant who has beea

retired may participate again in the Fund.
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Avticle 1b
Calculstion of ystrs of service and age

For the purpose of application of the provisions of these Statutes:
£) A pariod of coatributory service of less than six months shall
be considered R8s One helf year and & period of six months or
zore shall be considered ag Dne year.
11) The ege of a participant shall be calculated as of the firit day
of the month following that ih which his birthday occurs.

CHAPTER VII
ASSETS AND INVEBTMENTS
Articie 13
Astets
The £ssets shall be the property of the Mund and shall be acquired,
deposited, and held separately from the other funds of the Organization
of American Btates, on behalf of the participants of the Fund and their

beneficiaries.




1.

Article 16

Assets of the Fund

The assets of the Fund shall be derived from:

8.

b.

Ce

. The contributions of the participants;

The contributions of the affiliated entities;
The yield from the investments of the Fund;
Contributions and/or income received from any other

source.

Article 17

Reserve

The Fund shall have a reserve account, into which the

following resources should be entered:

Q.

d.

The portion of the office credit to which a staff mem-
ber who is not entitled in accordance with the pro-
visions of these Statutes.

The balance of the account of anmy retiree who dies be-
fore receiving the total amount calculated for the pay-
ment of his pension, provided he has no legal heirs of
the kind defined in Article 23.

Any income derived from the application of Article 19
of these Statutes;

The income derived from investment of the resources.
described in subparagraphs (a), (b), and (¢) of this

article.
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2. The reserve fund shall be used:

a. To cover any differences that may occur when the credits
in the account of a retiree are not sufficient to provide
the bepefits to which he has a right;

b. To reimburse office credit in cases of renewed partici-
pation

3. The administrative expenses incurred by the Committee

in applying these Statutes and the operating costs of the

Fund shall be paid by the Fund itself.

L. If the reserve mccount does not make it possible to meet

the obligations indicated in paragrephs 2 and 3 above,

the Committee shall immediately inform the Permanent

Council, which shall take such measures as it may

deem advisable.

Article 18
Except to compensate for any errors of calculation, no part
of tkhe contributions of the affiliated entities to the Retirement
and Pension Fund or of the increment thereon shall revert to the

gencrul funds of those entities or be used for amy other purpose

than the exclusive benefit of the employees or their beneficiaries.
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Article 190

Contributions to cover actuarial deficit

&.

b.

Ce

In the event that two consecutive actuarial evaluations

of the Fund_show thatiits sssets may not be gufficienmt
to meet its liabilities under these Statutes, there aha:u

necessary to make good the unacceptable actuarial deficit.

Each affiliated entity shall, subject to subparagraph (c)

—————

below, contribute to this sum an amount proportionate to

the total contributions that each has paid in accordance

with Article ll.a during the three years preceding the

date of the second evaluation.

The contributions of entities that have become affi-
liated less than three years prior to the date of the

second evaluation shall be determined by the Ccmmittee.




CEAPIRR VIII
ACCOURTS (F THE PARTICIPANTS
Article 20

1. For the purposes of dstermining the benefits to which

8.

b.

the participants in the Fund are entitled, the Secre-

. tariat thereof ghall maintain individual accounts, to

which the following shall be credited:

Personal credit, which shall include:

i. 7 percemnt deducted from the pensionadble remumnera-
tion of the participant; and

ii. the semiannual ﬁrtemt earped on that credit;

Office credit, which shall include:

i. 14 percent of the pensiomadble remmeration of the
participant, contributed by the affiliated entity;
and

1i. The sexianmual interest earned on that credit.

2. The interest credited to the plrt:lg:ipmt'a aceount

shall dbe calculated as of June 30 and December 31 of

each year on the awemage balance of each account during
the half yeer. In the event of liquidation of the account,
the interest shall be calculated up to the date of liquida-

tion.
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CHAPIER IX
Article 21
DISCONTINUATION OF PARTICIPATION PRIOR TO RETIREMENT
a. A settlement on account of cessation of employment shall be
paid to every participant who, when he is voluntarily sepe-
rated fram the service, is not entitled to a retirement
benefit.
b. The settlement shall consist in the following:

i. In the case of a participant wheose Period of partici-
petion is less than five years, the amount standing
to his personal credit;

11. In the event that the period of participation is of
five years or more, the amount standing to his per-
sonal credit and 10 percent of that standing to his
office credit for each year of participation follow-

ing the fifth yea., up to a maximum of 100 percent.

Article 22
When a participant is involuntarily separated from service
before hé Lhas met the conditions required for retirement, ne
shall be entitled to the full amount of his personal and office

credit, unless he has committed serious misconduct.

Article 23
In the event of the death of a participant while in service,

the following persoms, in the order established below, shall be



—20-

entitled to the total amount of the personal and office credits,

plus the interest earmed up to the date of liguidstion of the

account:

8.

c.

d.

The surviving spouse, according to the register of the
Fund, or in the absence of a surviving spouse,

The children, accoidi.ng to the register of the Fund,
or in the absence of children,

The other beneficiary or beneficiaries named by the
deceased in the corresponding form used by the Fund
for these purposes, or in the absence of such a bens-

ficiary,
The estate of the dsceased.




a.

d.

CHAPTER X

" Retirement Benefits

Article 2
A life pension shall be paid to every participant who has ceased
to serve at the age of sixty-five years and whose period of partici-
pation has been 15 years or more, or ‘at an age of between 60 and 65
and whose period of participation has been 30 years or more.,
The annual amount of that life pension shall be calculated by
multiplying 2 percent of the final average remuneration in the
last five years of the retiree's participation in the Fund by the
total mnﬁber of years of his participation up to a maximm of 30
years. | ,_
Final average remmeration shall mean the average anmual pensionable
remuneration.
At the request of the participant, the Committee shall replace the
life pension by:
i. One third of the actuarial equivalent of it in cash and the rest

in a life pension;

ii. A life pension payable in accordance with the order established

in Article 25; or

iii. A combination of the two preceding methods.

For the purposes of this subpara.gré.ph, the total value of the benefits

granted should correspond to the actuarial equivalent of the life pension of

the participant.




Transitory Articles
At the request of an employee who was a participant in the Fund before

the date on which these Statutes go into effect and who meets the conditions
set forth in Article 2i.a, the Committee may replace the life pension by
delivery of the personal credit, the office credit, and the interest earned
an those credits up to the date of liquidation of the account, without his

being entitled to a life pension.
Until the Committee determines, with actuarial advice, that the Fund is

—

in a position to fulfill the obligation set forth in Article 24.b, s participant
who meeta the conditions established in Article 2i.a and desires to have a

e = an

life pension may commute the cash amount of hie account into a life pensiom,
wbich shall be calculated on the basis of the actuarial tadles of life ex-

—————— . e e o —h et e AR SR S

pecta.ncy a.ppraved. by the Camzittee.
Early Retirement
Article 25 .
l. When a participant has attained age 55 or more, he shall have the right
to request and obtain advanced retiremant if he has participated in the

Fund for at least 15 years.

2. In this case, the retires shall be entitled to a minimum life pemsion
celculated in accordance with the provisions of paragraph b of Article
a4, and adjusted to its equivalent actuarial value, according to the
number of years by which his retirement is advanced. The Retirement
and Pension Committee shall adopt the corresponding tadle, which shall
be drawn up with the assistance of the necessary actuarial expertise.
In adopting any changes in the table to determine a2vanced retirement,
account shall be taken of the resources the Fund has available.,
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2.
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Article 2%

Retirement on Account of Disability

Any participant unable to continue performing his duties because of an
injury or illness that is, or is presumed to be, of a permanent nature
or of long duration, shall be retired for disability, at his own request
or that of the Secretary General, after the appropriate verification.
The conditions required to be elegible for disability pension shall be
set forth in thé respective Rules of Procedure of the Fund.

The Committee may determine the circumstances under which the disability

pension may be reduced, as well as the extent to which that may be done.

When a person retired for disability recovers his capacity and is not

reemployed by an affiliated entity, he aball be entitled to a residual

liquidation in accordance with Article 22, deducting the sums that have
been paid to as a pension.

A disabled p;rticipant shall be entitled to the following benefits:

a. TFor service of less than five years, a single payment of the amount
of his accunulated personal and office credits;

b. For servicc ranging from 5 to 15 years: a pension equal to a percentage
ol his highest average salary in the course of five consecutive years.
This percentage shall be 30 pércent plus 1 percent for each year of
service in excess of two years and up to a maximum of five years, and
1/2 perc=nt for each year of service in excess of 5 up to a maximm
of 15. The pension shall be paid throughout the period of disability

or for a period equal to the number of years of service, whichever

is less.



c. For 15 yea 3 or more of services, & pensicn of 38 percent plus 1

d.

521-I

percent for each year of service in excess of 15 years, up to a
maximum of 12 additional years, of the highest average salary in
the course of five comsecutive years, for the period of disability.
The pension shall be paid during the period of disadbility. |
Minimm: the amount to which the employee would be entitlsd by
coverting the amount accumilated in his account to a narmeal life
pension at the date of the disability. |

If the disebility ends in death before the retiree reaches 65 years
of age, the balance of the retirement account at the time of the
beginning of the disability shall be paid, deducting the payments
already made under the penziﬁn.




Digitized by G008[€



Digitized by G008[€



