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            Brussels, 28 September 2004
A rapid career for everybody!!

(Not really, but that is what your pension contribution will be based upon)

The new Staff Regulations foresee an annual verification of the actuarial balance of the pension system as well as five-yearly actuarial assessments.

These tasks are entrusted to Eurostat, together with an independent actuarial expert. This year the first five-yearly report will see the light.  It is worth noting that the independent actuarial expert (Ernst & Young) entered a general reservation in its report with regard to the relevant information (only “some relevant information”). R&D would like to see and verify ALL calculations used.

R&D has seen the first results and was astonished by some of the assumptions Eurostat worked with. Some assumptions result directly from Annex XII of the Staff Regulations, such as the use of a 12-year period for the discount rate, but others are not. 

R&D was especially shocked by the assumptions for individual annual salary progression as Eurostat worked with a percentage of over 2.4%. They applied this assumption to the entire population, meaning that each and every staff member should obtain an annual salary increase of 2.4%.  The consequences are enormous.  The table below sets out what pension contributions would be, based on varying assumptions as to individual annual salary progression:




Old career structure (1,78%
)


 9,62%



Everybody 2,00% (KPMG 1998)

 9,93%



Everybody 2,20%



10,17%

Everybody 2,40%



10,42%

New career structure



10,43%

As you know, pension paid out on retirement is based on your end salary.  However, pension contributions are not a simple percentage of your current salary, but are determined as a result of actuarial forecasts.  If the assumptions used in actuarial studies are manifestly incorrect, we pay higher contributions for a lower pension.
The new career structure might give some salary acceleration for young and still-to-be-recruited colleagues (who, as you know, are recruited at the lowest possible entry level for their function). However,  it is difficult to believe that, at 31.12.2003, for all the current population (colleagues “in transition” and competing for meagre priority points) the new Staff Regulations would lead to an improvement - of the individual salary progression in the order of 34.5% (1,78 ->2,40%) more than under the previous Staff Regulations.      
Did Eurostat take Mr Kinnock’s word on the strength of his blue eyes alone when effectively reducing our salaries by almost 1%, with further reductions during the five-year transition period?
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� All figures in the table come from the Estat report.  If the average salary progression under the old career structure were used, you would need a pension contribution of 9,62%.  Applying the same formula, if you use 2.0 the result is 9.93, 2.2 gives 10.17, etc.


� The formal figure is 1,88%; However, recalculated not on an « everybody basis »,  the comparable figure is below 1,78%.
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