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I.  INTRODUCTION 

1. Following an extensive review, at its 83rd session (Rome, 21 September 2017), the Finance 

Committee recommended the adoption of important compensation and social security reforms, 

including the pension scheme proposed by the International Service for Remunerations and Pensions 

(ISRP) (F.C. (83) 9, Item No. 9). At its 76th session (Rome, 7 December 2017), the General Assembly 

adopted those reforms, together with the necessary revisions to the UNIDROIT Regulations. The 

General Assembly further provided the Secretariat with flexibility in the implementation of the new 

pension system, which would be reviewed by the Finance Committee (A.G. (76) 7 rev.; A.G. (76) 

10).  

2. The Finance Committee and the General Assembly were updated on the social security 

reforms in 2018 (F.C. (84) 4; F.C. (85) 7; A.G. (77) 8). In 2019, the Finance Committee and the 

General Assembly were informed that the Secretariat had signed a Memorandum of Agreement with 

the ISRP effective as of 1 September 2019, thereby completing the process of implementation of the 

new pension scheme (F.C. (87) 7; A.G. (78) 10).  

3. Since the activation of the new pension scheme in 2019, the Secretariat has continued to 

provide the Finance Committee with regular updates. In 2020, the proposal of the Committee for the 

Administration of Funds (CAF) regarding the investment of the Institute’s pension fund was approved. 

This approach entailed that the fund would be invested in two stages: Initially, the incoming 

contributions to the Fund would be kept in treasury (i.e., preservation of capital), and in a second 

stage, when the Fund reached a threshold amount of € 500,000, the assets would be moved towards 

a portfolio invested in financial markets (F.C. (90) 7).  
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https://www.unidroit.org/english/governments/financecommitteedocuments/2018-85session/fc-85-07-e.pdf
https://www.unidroit.org/english/governments/assemblydocuments/2018-77session/ag-77-08-e.pdf
https://www.unidroit.org/english/governments/financecommitteedocuments/2019-87session/fc-87-07-e.pdf
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4. During its 93rd meeting in May 2022, the Finance Committee was informed of important 

changes in the estimation of the administrative costs for UNIDROIT’s Pension Reserve Fund (PRF)1, 

largely due to an expected signifant increase in fees for the custodian bank2. As a direct result of the 

increase in administration costs, the ISRP revised the minimum threshold for the PRF to be invested 

in the markets from € 500,000 to € 900,000. The Finance Committee was informed that, in 

consultation with the ISRP, several possible solutions were being considered to contain this dramatic 

increase in custodian fees: (i) switching to another custodian bank with lower fees; (ii) having the 

ISRP perform the custodian function in-house; (iii) joining the assets of several pension funds of 

different organisations (F.C. (93) 4). 

 

II.  UPDATE 

• Pension Fund: The ISRP underlined that UNIDROIT is not directly affected by the increase in 

custodian fees since it has not yet reached the threshold for investment. The minimum fees of 

the current custodian bank (SGSS) would increase gradually in three steps: (i) € 7,500 from 1 

July 2022; (ii) € 15,000 from 1 January 2023; and (iii) € 25,000 from 1 January 2024. The ISRP 

is looking into possible solutions (including changing custodian bank) and will discuss this during 

the next meeting of the CAF in November 2022 since it affects all organisations in different ways. 

Furthermore, the Secretariat has contacted the International Development Law Organization 

(IDLO) to discuss the possibility of joining pension funds. However, the IDLO informed the 

Secretariat that it found an alternative solution that did not involve the ISRP.  

• Report of the CAF: Further details regarding the management of the pension fund are available 

in the Report of the ISRP – CAF (Annexe I). The Secretariat wishes to highlight the following 

points:  

o The PRF’s total assets increased to € 660,858 by end-August 2022. 

o A first leaving allowance was paid to a departing official end-September 2022 (around € 

100,000). 

o A slighty higher interest rate was negotiated for the savings account at Crédit Industriel 

et Commercial (CIC); the rate increased from 0.10% to 0.30% as from 15 September 

2022. Considering the current high inflation, the Seretariat in cooperation with the ISRP 

is considering further ways for obtaining a higher interest rate. Specifically, the 

Secretariat is looking into the option of opening an account with another bank (Société 

Générale) and placing a substantial part of the funds in a longer-term deposit account.3 

• Health Insurance: The Insurance Policy obtained with AXA, in effect as of September 2019, has 

been renewed for a further year. 

III.  ACTION TO BE TAKEN 

The Finance Committee is invited to take note of this update regarding the pension scheme applicable 

to UNIDROIT staff. The Finance Committee is also requested to take note of the update provided in 

the Report of the ISRP – CAF (Committee for the Administration of Funds) (Annexe I). Specifically, 

 

1  The estimation provided by the ISRP in 2019 was € 25,251; the revised estimation in 2022 totalled 

€ 40,036. 
2  The fees of the custodian bank (SGSS) were expected to increase from € 800 per year to € 25,000 

per year.  
3  Société Générale offered a 0.75% interest rate on a savings account and 1% on a 1 month term 

account. At the time of writing, the Secretariat is waiting to hear whether UNIDROIT’s funds would meet the 

eligibility requirements for longer-term deposit options, and the applicable interest rate in such case. 

https://www.unidroit.org/wp-content/uploads/2022/05/FC-934-Update-CAF.pdf
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the Finance Committee is invited to approve the transfer of a substantial part of the pension funds 

from the current savings bank account to a longer term account (likely at another bank) with a view 

to obtaining a higher interest rate.
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ANNEXE I 

ISRP – CAF (COMMITTEE FOR THE ADMINISTRATION OF FUNDS)  

UNIDROIT – BI-ANNUAL REPORT TO THE GENERAL ASSEMBLY 
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COMMITTEE FOR THE ADMINISTRATION OF FUNDS 
UNIDROIT  

BI-ANNUAL REPORT TO THE GENERAL ASSEMBLY 
 
 

INTRODUCTION  

1. UNIDROIT externalised the administration of its Pension Reserve Fund (PRF) assets to 
the International Service for Remunerations and Pensions (ISRP) and joined the Committee 
for the Administration of Funds (CAF) on 1 September 2019. 

2. UNIDROIT’s PRF is a new Fund with zero assets at inception (30 September 2019) and 
very few participants. UNIDROIT’s Staff, the beneficiaries of UNIDROIT’s pension scheme, 
hold fixed-term renewable contracts in the Organisation. This implies that the evolution of 
the PRF’s assets during the first few years of existence could be very sensitive to staff 
turnover, and hence might be subject to relatively significant outflows in the form of leaving 
allowances. Therefore, the CAF proposed that the General Assembly and Governing Council 
of UNIDROIT proceed with the Fund’s investments in two stages: First, investing the Fund’s 
incoming contributions in treasury until the Fund reaches a certain amount, in order to 
protect the Fund from the risk of depletion. Avoiding market exposure during the Fund’s 
first few years of existence will increase the possibility of the Fund reaching its projected 
size. This will also lead the Fund to grow to a more favourable level, so as to produce a 
return that outweighs the administration costs. Secondly, the assets will be moved to a 
portfolio invested in financial markets.  

3. Pursuant to Article 3.4 of the Statute of the PRF, the Secretary General of UNIDROIT 
shall report annually to the General Assembly on the status of the Fund. This Bi-Annual 
Report to the General Assembly for 2022 presents the situation of the PRF’s performance 
at 31 August 2022 and summarizes the work carried out by the CAF since its inception. 

I. PRF ASSETS AT 31 AUGUST 2022 

4. Beginning with zero assets, the ISRP progressively invested the PRF’s staff and 
employer contributions in treasury starting 30 September 2019, depositing these funds in 
the Crédit Industriel et Commercial (CIC) savings account. CIC is a French bank that allows 
non-profit organisations to open a savings account called "Compte sur Livret Association" 
(CLA), which guarantees the deposited capital and pays a discretionary interest rate. CIC’s 
current rating by S&P, Fitch Ratings and Moody’s is ‘A+’, ‘A+’ and ‘Aa2’, respectively. 
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INFLOWS: 

5. At 31 August 2022, the value of the PRF’s total assets in the CLA at CIC amounted to 
EUR 660 858. With the addition of one new contributor in March 2022, a total of 10 officials1 
are currently making monthly contributions to the Fund. In total, the pension contributions 
represent 37% of UNIDROIT’s payroll, 16.7% of which are staff contributions, and 20.3% 
contributions made by UNIDROIT. These contributions are transferred to the savings 
account on a monthly basis. 

6. GRAPH 1 below shows the evolution of the Fund’s assets held at CIC from inception 
of operations on 30 September 2019 up to 31 August 2022: 

GRAPH 1 – EVOLUTION OF UNIDROIT’S PRF’S ASSETS 

 

Source: ISRP, CIC. 

OUTFLOWS: 

7. Leaving allowances – the lump sum given to officials leaving the Organisation with less 
than 10 years of service – are to be paid from the PRF’s assets. The contracts signed 
between officials and the Organisation have finite periods, but they can be renewed2. The 
first leaving allowance (approximatively KEUR 100) will be paid to a departing official end of 
September 2022, generating the first outflow from the Fund. To date, another leaving 
allowance is foreseen in 2023, for an estimated amount of KEUR 38. 

II. INVESTMENT PLAN 

8. UNIDROIT initially approved investing the incoming contributions in a CLA that yields 
a relatively low return but bears no financial market risk. The objective was to preserve the 

 
1 Nine up to mid-March 2022 when one new official started contributing. 
2 For the P-Staff and G-Staff, the contract renewal periods (which can occur multiple times) are for the same amount of time; for 

example, if a P-Staff has a one-year contract, it can be renewed for an additional year; if it is a three-year contract, then it can be 
renewed for an additional three years, and so on. For the D1 and D2 positions, the contract periods are renewable for a similar 
period of five years.  
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nominal value of the contributions so that the Fund accumulates them in order to reach a 
certain size. 

9. In a second stage, when the Fund has reached a minimum threshold (currently 
estimated above EUR 900 000), the assets may be moved towards a portfolio invested in 
financial markets, according to a strategic asset allocation (SAA) which meets UNIDROIT’s 
objectives. This may be implemented through select mutual funds.  

10. In 2019, a EUR 500°000 minimum threshold was determined as the level of assets for 
which the long-term expected return of a strategic asset allocation3 would begin to offset 
the estimated costs for administering the Fund. At this level, costs and returns would be 
more or less equivalent, and despite having a relatively low level of assets, the Fund would 
benefit from favourable terms and conditions when selecting mutual funds, which would 
lead to suitable diversification and faster development of its asset base.  

11. This investment plan was approved in September 2019, and the principle of the two-
stage investment is still in effect on the reporting date. The threshold may need to be 
reviewed in view of the evolution of the estimated expected return and administration 
costs. 

12. With the updated assumptions and estimations as of 2022, the threshold that would 
lead the expected investment result to equal the estimated administration costs would be 
above EUR 900 000 [CF CAF/WD(2022)04]. The main impact of this change comes from the 
increase in the custodian bank fees, which may still evolve, and, to a lesser extent, a lower 
expected return. Therefore, in view of the high uncertainty around changing the custodian 
bank and related fees, the decision regarding the long-term investments in financial 
markets has been postponed. It should be noted that, as long as the PRF remains invested 
in savings or deposit accounts, there is no need for a custodian and therefore the custodian 
bank fees do not apply (i.e. the PRF does not pay them). 

13. Furthermore, a detailed expected cashflow analysis may be needed in the future in 
order to assess a return achievable in line with the liquidity needs of the PRF. 

III. PERFORMANCE OF THE PRF 

14. When the low-risk savings account at CIC was opened in September 2019, the interest 
rate was 0.30%. As per the general evolution of interest rates, CIC’s interest rate was 
reduced to 0.15% starting 1 November 2019, and then to 0.10% starting 1 February 2020 
onwards. The account is currently remunerated at a discretionary interest rate of 0.10%4. 
Interest earnings are calculated on balances every 15 days, and only funds deposited on the 
first day of the period are entitled to remuneration. Interest is accrued during the year and 
is effectively credited at the end of the year.  

15. The historical nominal interest rates that applied to the PRF’s investment are 
presented in TABLE 1 below.  

 
3 The SAA in place for other CAF Funds.  
4 The Secretariat negotiated with CIC an increase in the applicable rate to 0.30% as from 15 September up to 31 December 2022. 
The Secretariat is continuously reviewing the banks’ offering and is in the process of considering other options such as longer-term 
deposit account to obtain more favourable conditions on a share of PRF’s assets.  
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TABLE 1 – HISTORICAL NOMINAL INTEREST RATES APPLIED TO THE PRF INVESTMENT 

Source: ISRP, CIC and Morningstar for data on the Short-Term Euro Money Market Funds’ average performance.  

16. The benchmark or performance reference for UNIDROIT’s investment at this stage is 
the €STR (euro short-term rate). It is the new5 benchmark for interbank interest rates widely 
used in the financial industry to assess the return of money-market instruments with very 
low risk and high liquidity. The €STR is calculated on the basis of interest rates obtained 
directly by the European Central Bank.  

17. The nominal performance of the PRF is also measured including the impact of the 
timing of the investments of net contributions on the evolution of the Fund's performance. 
This leads to the actual or effective return of the Fund, also referred to as the internal rate 
of return (IRR). Taking into account accrued interest in 2022, the nominal IRR has been 
0.10% since the start of the investment.  

18. In real terms, the annualised return of the PRF since inception is negative of -3.83%, 
as a consequence of the current inflationary environment (3.93% annualized inflation in the 
euro area for the period October 2019 – August 2022. While inflation has been high, causing 
the real return of the PRF to be negative, the Fund was not negatively impacted by the 
recent negative financial market returns, meeting the objective of the investment plan to 
preserve the Fund’s value. In addition, inflation may feed into somewhat higher interest 
rates, which may enable investing the assets at more favourable conditions until the 
minimum break-even threshold is reached.  

19. Financial experts see inflation peaking in 2022, with expected inflation rates 
significantly decreasing at the end of 2022 and in 20236. The IMF expects inflation to return 
to near pre-pandemic levels by the end of 20247 and forecasts8 an inflation rate of 7.3% for 
2022 and 3.9% for 2023 in the euro area; while the ECB forecasts9 6.8% and 3.5%, 
respectively. The CAF will analyse the impact of this situation on investments, including in 
low-risk/low-yield investments, during its meeting in November 2022.  

 
5 Since 2 October 2019, it has gradually replaced the EONIA, which was discontinued on 3 January 2022. Since October 2019, only 

the €STR has been published; the EONIA was calculated as the new reference rate increased with a fixed spread of +8.5 bps. 
6 Based on the Consensus Forecasts (Surveys of International Economic Forecasts) published by Consensus Economics on 11 April 
2022. 
7 IMF World Economic Outlook published (July 2022). 
8 World Economic Outlook Update (July 2022). 
9 ECB staff macroeconomic projections for the euro area (June 2022). 

Average

(at 31/12)

Average

(at 31/12)

Average

(at 31/12)
Jan. Feb. Mar. April May June July Aug.

Average

(at 31/03)

Performance PRF investments 0.20 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

Benchmark: €STR -0.54 -0.55 -0.57 -0.58 -0.58 -0.58 -0.58 -0.58 -0.58 -0.51 -0.08 -0.51

Difference vs. benchmark 0.74 0.65 0.67 0.68 0.68 0.68 0.68 0.68 0.68 0.61 0.18 0.61

Short-term money market funds -0.48 -0.49 -0.52

Difference vs. Short-term money market 

funds 
0.68 0.59 0.62

2019 2021In % 

(annualised)

2020 2022
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IV. ACTIVITIES OF THE CAF 

20. The CAF is composed of representatives of five Organisations: The International 
Institute for the Unification of Private Law (UNIDROIT) 10; the European Union Satellite 
Centre (EU SatCen); the European Union Institute for Security Studies (EUISS); the Hague 
Conference on Private International Law (HCCH); and the Residual Administrative Tasks Unit 
of the former Western European Union (RATU). A Qualified Person acts as Chair of the 
Committee11, and the ISRP serves as the Committee’s Secretariat. 

21. Since its creation in September 2009 up to the reporting date, the CAF has held 
25 meetings, during which it made recommendations regarding: 

• the strategic asset allocations of EU SatCen, EUISS, HCCH and RATU, and the 
investment plan of UNIDROIT  

• the investment procedures of each Fund  

• the selection of the custodian bank and Asset Managers  

• the Funds’ treasury management plans 

• the reporting. 

22. The CAF has also monitored the performance and the costs of the Funds, approved 
their annual financial statements, met with their Asset Managers, was informed of and 
discussed the following topics: 

• the risk management framework of the Funds 

• socially responsible investments 

• the real estate sector 

• the euro-area sovereign debt crisis, the Covid-19 crisis and the Ukraine conflict 

• exchange-traded funds 

• late payment of contributions (the CAF noted the importance of the timely 
payment of Member State contributions for the operation of the Funds’ 
activities) 

• performance measurements 

• review of fixed-income portfolios - corporate bonds, global government bonds 
and emerging markets bonds 

• comprehensive reviews of EU SatCen, HCCH and EUISS’s PRFs. These reviews 
examined the evolution of the respective Funds over the last five years 
(normally) and defined the Funds’ investment policy and strategy for the future. 
The reviews gave the Organisations a clear picture of their pension debt and of 

 
10 UNIDROIT joined the CAF in September 2019 and in application of the Memorandum signed between the OECD and UNIDROIT 
[SIRP/MOA/UNIDROIT(2019)06]. Its contribution was EUR 20 409 for the Financial Year 2022.  
11 Mr Christian Cuenoud, former Chief Executive Officer of the CERN’s Pension Fund, was the Qualified Person since CAF’s inception 

until December 2021. He was then replaced by Mr Torres Trovik, a pension fund specialist with extensive experience in pension 
funds and International Organisations.  
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the Fund, and the opportunity to ask questions about and take decisions on 
several pension and asset management-related topics.  

• review of UNIDROIT’s investment plan and threshold for investments in financial 
markets 

• portfolio protection measures 

• the change in performance calculation provider 

• review of benchmarks 

• procedure for monitoring the asset managers and terminating their contracts 

• stress tests 

• analyses of the Funds’ liquidity 

• analysis of global direct real estate 

• investing the United Kingdom’s extraordinary contributions in EU SatCen, RATU 
and EUISS’s Funds.  

23. In light of the preceding information and in accordance with the provisions in the 
Statute of the PRF, the Secretary-General of UNIDROIT invites the General Assembly: 

• to take note of the information presented in this document.  


