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2019 IN BRIEF 
 
In 2019 the overall performance of the Fund was +14.15% and the return since inception is +4.70% per year. In absolute terms the overall return 
from the investment activity since inception amounts to 674.96 M€. This is the gain which the Fund would have obtained at the end of 2019 if the 
assets would have been sold at market values. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Financial markets started 2019 with little confidence given the gradual deterioration of the global economic growth and persistent high 
geopolitical uncertainty and tensions. While most predicted another year of low returns for 2019, financial markets returned very large gains for 
both bonds and equities. As a result, the stellar +14.15% performance of the Fund in 2019 more than outweighs the -4.47% loss incurred in 2018.  
 
2019 has been particularly marked by the endless discussions on the Brexit outcome leading to several postponements of the formal withdrawal 
date and an escalation of the trade war between the US and China, the latter significantly impacting global trade and the manufacturing sector. 
The prospect of a recession has prompted monetary authorities to reconsider their stance in terms of monetary policy, fuelling investors’ confidence 
that interest rates would remain low and liquidity abundant.  The perception of a higher risk of recession has contributed to increase demand for 
“safe haven” government bonds (reducing the bond government yields to historically low levels), and the low interest rates/yields have increased 
the risk appetite for equities, in turn allowing for higher valuations. Such a synchronized positive performance of both bonds and equities is 
inexplicable without reference to the significant intervention of central banks. In order to further optimise the diversification of the portfolio and 
effectively reduce the investment risks, the PFSB has selected a new fund in global aggregate bonds and implemented the first investment in early 
August 2019.    
 
The actuarial valuation (IAS 19) of the defined benefit obligation (DBO) in 2019 has significantly increased in 2019 (+27%.) The significant drop in 
yields on bonds (from 1.90% nominal last year to 1.05% this year) explains the sharply higher valuation of the DBO.  Despite the exceptional 
investment returns in 2019, the stronger increase of the liabilities has resulted in a deterioration of the funding ratio (40% compared to 43% in 
2018).  

                                                
1 Computed according to the Projected Unit Credit Method prescribed by IAS 19. 
2 This differs from the total DBO in that it includes no assumption about future compensation levels beyond 31.12.2019. 
3 The contribution rate was raised on 01.01.2019 to 26.25%. 

 31.12.2019 31.12.2018 
Financial position 
Assets A 1,822 M€ 1,555 M€ 
Defined Benefits Obligation (DBO)1 B 4,561 M€ 3,597 M€ 
Accumulated Benefits Obligation (ABO) 2 C 3,021 M€ 2,383 M€ 
Funding ratio (DBO) A/B 40% 43% 
Funding ratio (ABO) A/C 60% 65% 
 Funding ratio PBO (DBO)  38% 38% 
Funding ratio PBO (ABO)  52% 53% 
Funding ratio Future Services (DBO)  42% 47% 
Funding ratio Future Services (ABO)  67% 76% 
 Contributions/transfers received D 98 M€ 97 M€ 
Benefits paid E 53 M€ 48 M€ 
Difference: contributions received and benefits paid D-E 45 M€ 49 M€ 
Return from investments of the year  +222 M€ -69 M€ 
 Contributions 
Contribution rate charged3   26.25% 25.50% 
PBO annual instalment   39.68 M€ 39.21 M€ 
 Beneficiaries  838 760 
Contributors  2100 2,087 
 Investment return 
Return from the investment since inception (unrealised profit)  675 M€ 453 M€ 
Annualised return since inception  +4.70% +4.05% 
Return of the period  +14.15% -4.47% 
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MESSAGE FROM THE CHAIRMAN OF THE 
PENSION FUND SUPERVISORY BOARD 

 
 
The Pension Fund Supervisory Board (PFSB) of EUROCONTROL is pleased to present the EUROCONTROL Pension Fund Annual Report for the year 
2019. 
 
The Pension Fund was established by the Permanent Commission on 01.01.2005 to finance over the long term the pension benefits as provided for 
in the statutory provisions related to the pension scheme of the EUROCONTROL Agency, for active staff on that date and for future staff. 
 

2019 overall return 

 
Financial markets started the year 2019 with a very strong 
rebound after the sharp correction in the last quarter of 
2018.  Negative news such as slowdown of the world 
economy, unsettled trade negotiations between US-China, 
uncertainty around Brexit and looming geopolitical 
tensions have been by-and-large ignored by the financial 
markets. 
 
Of course, during the year 2019 there have been regular 
episodes of high volatility, most of them related to the 
intensification of the trade war between US and China, that 
could have led to a market correction. However the 
accommodative monetary policies from the US Federal 
Reserve and the European Central Bank (ECB) with an 
environment of low interest rates, high liquidity and low 
inflationary pressures, have significantly increased 
investors’ confidence in financial markets. Positive 
developments at the end of the year have been supportive 
for financial markets as the UK general election has reduced 
the threat of a Brexit-related trade shock and the Phase 
One trade deal between the US and China has helped to 
reduce downside risks to the outlook for the economy. 
 

 

 

 

2019 has been an exceptional year for the performance of the Pension Fund which returned +14.15%.  This is the best year ever since the inception 
of the Pension Fund in 2005. The strong gain in 2019 more than outweigh the loss incurred in 2018 so that the average nominal return for 2018 and 
2019 taken together is around +4.84% which is above the long term target return of the Fund (for the 2018-2022 period, the expected average 
annual return was set at 2.5% + inflation). In fact, the average annual return since inception of the Fund has rebounded to +4.70% thanks to the 
exceptional performance of 2019. 
 
The investment strategy of the Pension Fund with its savvy and efficient diversification should allow the portfolio to ride through the inevitable ups 
and downs (i.e. volatility) of the financial markets while generating an average return which ensures a balanced pension scheme over the long term. 
Based on the latest market predictions, return expectations for the coming years should be significantly lower than in 2019. 
 

Market value of the assets 
 
This brought the market value of the assets to +8.45% above their target value. Over the year, the Fund’s assets increased from 1,554.7 M€ to 
1,822.5 M€ as a result of the contributions and transfers received amounting to 98.2 M€, the investments producing a gain of 222.4 M€, less the 
benefits paid to beneficiaries corresponding to 52.8 M€. 
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The (unrealised) profit from the investment activity since inception amounts to 674.96 M€. This represents a saving for the Member States 
compared to the former budgetary financing and shows that the capitalisation scheme implemented as of 01.01.2005 is meeting its purpose. 
 
 
 
2019 Returns by asset class 
 
Equities, which are considered as a riskier asset class than bonds, have exceptionally 
performed in 2019, returning +23.11%. Investors’ strong appetite for riskier assets was 
mainly driven by more accommodative monetary policies and generally robust earnings 
prospects, especially for those corporations less affected by the economic slowdown 
induced by the US-China trade war. To note that this year the euro zone equities were the 
leader performer in the Fund’s portfolio.  

 
Bonds, which are considered more defensive than equities, also rallied in 2019 posting a 
return of +7.51%. A twin rally of this magnitude is rather unusual. The main driver for the 
strong performance of bonds is the significant decrease of interest rates and bond yields, 
propping up bond prices. Emerging market bonds have performed particularly well in 
2019, benefiting from lower US$ interest rates and laxer monetary conditions.  

 
Real estate also performed very well in 2019 (+15.63%), with a return ranging between 
equities and bonds. Unlisted real estate performed closer to bonds while listed real estate 
performed similar to equities.  This is a clear benefit from the savvy diversification of the 
Fund’s portfolio. 

 

Asset category 
Funds’ investments 

performance 
01.01.2019 - 31.12.2019 

Equities +23.11% 

Bonds +7.51% 

Real estate +15.63% 

Cash +0.00% 

Overall performance +14.15% 

 
Again, such a synchronized positive performance of all asset classes is inexplicable without reference to the significant intervention of central banks. 

 
The allocation of cash in the overall portfolio remained relatively high in 2019. Despite market euphoria, there was a desire to follow a prudent 
approach in case of sudden market correction. Despite predominant negative interest rates for short term deposits, the Fund managed to avoid a 
financial penalty on cash. 
 
Governance matters 
 
In 2018, the PFSB established a routine reporting line to the Standing Committee on Finance (SCF) to inform the Member States on asset 
management and pension-related issues. This arrangement has successfully continued in 2019 allowing Member States to have more transparency 
and improved common understanding on Pension Fund matters such as the actuarial position and funding of the Past Projected Benefit Obligations 
(PBO) and high level benchmarking results with several other International Organisations’ Pension Funds. 
  
In 2019, after due consultation process, the PFSB proposed several amendments to the Regulations of the Pension Fund with a view to strengthen 
the governance arrangements and set-up, based on the experience since the inception of the Pension Fund, the EUROCONTROL Permanent 
Commission approved the modifications on 6.11.2019 and the revised Regulations of the Pension Fund will enter into force on 01.01.2020. 
 
 
Investment Strategy 
 
In the wake of the PFSB adoption of the refinements to the Pension Fund Investment Strategy on August 2018, the PFSB has  implemented in 2019 
its first priority (i.e. selection of a new fund in global aggregate bonds) with the first investment in the new fund made early August 2019.  This 
tactical adjustment seeks to reduce the volatility of the bond portfolio with an increased geographical diversification.  The PFSB has also launched 
an open call for tenders (CfT) in September 2019 for the selection of a global infrastructure solutions partner/manager. The selection of the 
successful partner/manager is expected to take place in the first half of 2020 which should allow the Pension Fund to make commitments on new 
infrastructure (equity) funds. 
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Actuarial studies 
 
The PFSB has examined the results of the latest actuarial study based on the Aggregate Cost Method (ACM) at 31.12.2019 that is used to determine 
the level of contribution to the pension scheme for both the Past Projected Benefit Obligations (PBO) and Future Services (FS). The results of the 
study show that the present value of the PBO deficit as at 31.12.2019  is equal to -123.1  M€ compared to a deficit of -164.5  M€ resulting from the 
actuarial study at 31.12.2018. The main driver for the reduction in the actuarial value of the PBO deficit is the exceptionally strong performance of 
the Fund in 2019. The results of the ACM study at 31.12.2019 for the FS sub-account concluded that to guarantee the long term balance between 
assets and liabilities, the contribution rate by the Employer (Agency) and by its staff should equal 28.56%, compared to 26.25% charged since 
1.01.2019. 
 
PFSB meetings in 2019 
 
In 2019 the PFSB met in March, May and October. Beyond the regular issues considered at each meeting (review of the asset allocation and 
investment performance, risk management, statutory reporting, contract and procurement actions), several strategic topics were also discussed 
and examined such as the Regulations of the Pension Fund, the implementation of the Investment Strategy, the performance of our Socially 
Responsible Investment (SRI) funds and the approach towards a global custodian for the Pension Fund. 
 
Changes in the EUROCONTROL Pension Fund team occurred at the end of the year 2019. I take this opportunity to warmly thank Mr Jean-Philippe 
MACHTELINKX and welcome Mr Mattia LACAGNINA as the new deputy Fund Executive Officer. 
 
 
 

 
 
Francesco DEL DONNO 
Brussels, 15.06.2020 
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1. REPORT OF THE PENSION FUND SUPERVISORY 
BOARD 
 
1.1 INTRODUCTION 
 
The EUROCONTROL Pension Fund was established on 01.01.2005 by Decision No. 102 of the Permanent Commission. The Fund finances the 
obligations in respect of pensioners who retired from 01.01.2005 and staff granted the invalidity allowance from 01.01.2005.  It constitutes a 
separate category of assets of the Organisation and does not have its own legal identity. 
 
A brief description of the pension scheme is provided below in Note 1 to the annual accounts of the Fund, a description of the funding policy in 
Note 2 and details on the structure of the Fund (sub-accounts) in Note 3. 
 
The present report is published in accordance with Article 7.1(d) of the Regulations of the Pension Fund. 
 
 
1.2. GOVERNANCE AND ADMINISTRATION 
 
Pension Fund Supervisory Board (PFSB) 
 
As per Article 4 of the Regulations of the Pension Fund, the body responsible for the Pension Fund is the Pension Fund Supervisory Board, reporting 
to the Provisional Council and assisted by the Fund Executive Officer. The Board is independent from the Agency and reports to the governing body 
of the EUROCONTROL Organisation. 

 
It is composed of four members representing the Member States, four members representing the Agency staff and one member representing the 
Director General (with no voting rights).  

 
The Permanent Commission renewed the Board membership by Measure No. 18/235 (September 2018). Members are appointed for a period of 
four years. In order to ensure continuity, half of the members are renewed every two years.  The next renewal is scheduled for August 2020. The 
Board membership at end 2019 was as follows: 

 MEMBERS ALTERNATES 

Representatives of the Members States 

Mr  Francesco DEL DONNO --- Chairman Mr Josef ROSENTHALER 

Mr Luboš HLINOVSKY Mr Roland PAPP 

Mr Raoul VERSCHUEREN Mr Aleksandar VASILEV 

Mr Patrick ROUX Mrs Itziar LÓPEZ 

   

Staff representatives 

Mr Dimitri SERFIOTIS --- Vice ---Chairman Mrs Nathalie GIRE 

Mrs Agnieszka WEGNER Mr Ive VAN WEDDINGEN 

Mr Frederic DELEAU Mr Burkhart VON ERLACH 

Mr Ross WALTON Mr Mattia LACAGNINA 

   
Representative of the Director General Mr Adriaan HEERBAART Mr Irakli DAVITADZE 

 
To note that Mr LACAGNINA has resigned with effect on 1.01.2020 given his appointment as deputy Fund Executive Officer. 
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Fund Executive Office 
 
The Pension Fund Supervisory Board is assisted by the Fund Executive Officer (FEO), the deputy Fund Executive Officer (DFEO) and a back-office 
support for accounting and administrative tasks, comprising the Fund Executive Office. 
  
The Fund Executive Officer (FEO) is an Agency official. Since September 2016 Dr Giovanni NERO was assigned to this duty by the Director General, 
in agreement with the Pension Fund Supervisory Board, pursuant to Article 8 of the Regulations of the Pension Fund. The responsibilities of the 
FEO are stated in Article 9 of the Regulations of the Pension Fund.  
 
Professional advisors 

 
To ensure optimal investment results and control of risks the Pension Fund Supervisory Board is also assisted by independent professional advisors. 

 

Investment advisors  
Willis Towers Watson 
Aon  

  
Actuary Aon   

 
Auditors 
 
The Fund is subject to internal audit by the Agency’s Internal Audit Service, reporting to the Director General and to external audit by the Audit 
Board, reporting to the Permanent Commission via the Provisional Council. 
 
The Audit Board gives an opinion on the annual accounts.  As of September 2017, it is assisted in this task by the audit firm PWC. The Audit Board 
may also perform any audit deemed appropriate on the Fund. 
 
Secretary 
 
Mr Nicola AMENDOLA is the Secretary of the Pension Fund Supervisory Board. 
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1.3 INVESTMENTS 
 
1.3.1. Overview 

 
The Fund's assets reached 1.822,46 M€ at the end of 2019. The assets increased by some +267.79 M€ during the year, 222.39 M€ represent the 
net return from the investment during the year as shown in Table 1 below: 
 
Table 1: Changes in assets values 
 

ASSETS OF THE FUND AS AT 31.12.2018 1.554,67 M€ 
 

   

 EXPENDITURES  

- Pensions paid 52.80 M€ 
 

+ Return on investments 222.39 M€ 
 

ASSETS OF THE FUND AS AT 31.12.2019 1.822,46 M€ 
   
1.3.2. Investment Strategy & Strategic Asset Allocation 

 
BALANCED PROFILE, TO ENSURE THAT LONG TERM GROWTH OF ASSETS IS SUFFICIENT TO MEET LIABILITIES. 

 
The long-term aim of the management of the Fund’s assets is to maintain the stability of the pension scheme and proper funding. 
 
As foreseen in Article 7.1(g) of the Regulations of the Pension Fund, the Board shall at least once every five years review the Fund’s Investment 
policies and goals. To this effect, the PFSB has commissioned in 2017 two independent ALM (Assets & Liabilities Management) studies performed 
by AON and by BNP Paribas. 
 
The studies determined that the existing strategic asset allocation for the four asset classes (see “target allocation” column in Table 2 below), was 
efficient in terms of risk/return combination. 
 
Table 2: Investment Strategy 
 

ASSET CATEGORY                                                                                                                                                                                                                                        LOWER LIMIT TARGET ALLOCATION UPPER LIMIT 

EQUITIES 40% 45% 50% 

BONDS 38% 44% 50% 

REAL ESTATE 8% 10% 12% 

CASH 0% 1% 10% 

TOTAL  100%  

 
However, both ALM studies concluded that the return expectations for the coming years would be significantly lower than in previous years due 
to the low yielding environment on bonds, a direct consequence of the accommodative monetary policy set by the ECB in the aftermath of the 
economic and financial crisis of 2008-09. Both studies concurred that an average annual return target for 2018-2022 at 2.5% (real terms) + 
inflation should be expected in order to gradually reach the required balance, while considering a prudent asset allocation so as to not exceed an 
acceptable degree of risk. 
 

 INCOME  

+ States contributions for past obligations (< 2005) 39.68 M€ 
 + Agency contributions calculated on salary 38.02 M€ 
 + Staff contributions levied on salaries 18.92 M€ 
 +  Transfers of pension rights 1.58 M€ 

 TOTAL INCOME 98.20 M€ 
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The PFSB adopted the Pension Fund Investment Strategy in August 2018 as provided for by Article 7.1(b) of the Regulations of the Pension Fund. 
While retaining the current strategic asset allocation, the PFSB considered to make few tactical adjustments in order to reduce the volatility of the 
portfolio and further increase diversification. Table 3 below displays the breakdown of the refined strategic asset allocation with the diversification 
within the asset classes.  
 
Table 3: Breakdown of the Strategic Asset Allocation 
 

ASSET CLASSES/CATEGORY LOWER LIMIT TARGET ALLOCATION UPPER LIMIT 

EURO ZONE EQUITIES 5% 10% 15% 

DEVELOPED MARKETS NON-EURO EQUITIES 5% 10% 15% 

EMERGING MARKETS EQUITIES 5% 10% 15% 

GLOBAL LOW VOLATILITY EQUITIES 3% 5% 10% 

INFRASTRUCTURE  10%  

EQUITIES 40% 45% 50% 

EURO GOVERNMENT BONDS 5% 10% 15% 

EURO INVESTMENT GRADE BONDS 5% 10% 15% 

EMERGING MARKETS BONDS 5% 10% 15% 

GLOBAL AGGREGATE BONDS 8% 14% 20% 

BONDS 38% 44% 50% 

REAL ESTATE 8% 10% 12% 

CASH 0% 1% 10% 

TOTAL  100%  

 
The reduction of the portfolio volatility and increased diversification is achieved by adding a global aggregate bonds fund and reducing the euro 
zone bonds exposure correspondingly, and increasing the infrastructure allocation while reducing the euro zone equities as indicated in Table 3 
above.  By the summer 2019 the PFSB has implemented its first priority (i.e. selection of a new fund in global aggregate bonds) with the first 
investment in the new fund made early August 2019.  Investments in the new global aggregate bonds fund are planned to be made gradually until 
the summer 2020 in order to reduce the price risk. The PFSB has also launched an open Call for Tenders (CfT) in September 2019 for the selection 
of a global infrastructure solutions partner/manager. The selection of the successful partner/manager is expected to take place in the first half of 
2020 which should allow the Pension Fund to make first commitments on new infrastructure (equity) funds as of the second part of 2020. 
 
It is important to recognise that with a target allocation of 35% in listed equities (i.e. excluding infrastructure) it is likely that a certain level of 
volatility in the value of the portfolio will be experienced; there will be years during which the return on equities will be negative (like in 2018), 
but there will also be years during which the return will exceed the long-term growth target (like recently in 2017 & 2019). Experience has shown 
that over a long period, the volatility of equities is offset by a higher return than other asset classes such as bonds. This is a strong investment belief 
that is maintained. 
 
As the Fund’s global receipts will exceed the pensions paid for the years to come – in principle until 2024, the Fund will not have to sell any 
investment over that period and it is in a position to accept this volatility in order to take advantage of the higher expected return of equities over 
the long term. In addition, one should also recognise that in the current market environment with very low interest rates/yields and upside 
potential, there is also volatility in “less” risky asset classes, such as bonds, as disappointingly experienced in 2018. 
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1.3.3. Asset allocation 
 
A DIVERSIFIED PORTFOLIO 

 
Within the four asset classes of the Investment Strategy, the PFSB gradually allocated the assets to various categories through funds chosen via 
several open Call for Tenders (CfTs) made in 2009. Since that year, the PFSB has continuously sought to diversify the asset mix in order to reduce 
the risk profile and seek the most effective risk/return combination. For example, dedicated infrastructure funds have been added since 2011. 
Similarly, specific funds considering the SRI / ESG4 factors have been added so as to optimise the diversification and reduce risks.  
 
More recently, in 2019, a 21st mandate was added with the signature of a contract for a global aggregate bonds fund as a result of refinements to 
the Investment Strategy. New mandates will be gradually added in the forthcoming years with additional infrastructure funds and a global low 
volatility equities fund in order to implement the Investment Strategy indicated in Table 3 above. 
 
As the Funds’ assets have been growing in value and as the Investment Strategy was requiring additional diversification to optimise the portfolio 
and generate superior risk-adjusted returns, the number of specific mandates has also significantly increased over time.  Undoubtedly, compared 
to the early days of the Fund, the day-to-day operational complexity has increased, which has required the development of robust internal 
processes, tools, and control mechanisms, in order to effectively manage the different operational risks. 

 
CURRENT ASSET ALLOCATION AT END 2019 
 
At the end of the year 2019 equities accounted for 42.78% of the assets (including infrastructure), bonds for 39.90%, real estate for 10.66% and 
cash for 6.66% as indicated in Figure 1 (see the left-hand side pie chart). All asset classes were within the lower and upper range defined by 
the Investment Strategy (see Table 2 above). Compared to 2018 the relative weights have changed given the relative performance of each asset 
class and the new investments allocations (see the right-hand side chart).                                        

 

 
 

Figure 1: Actual asset allocation at end 2019 

 
Equities: the equity weight during 2019 increased by +1.21 p.p. from 41.57% to 42.78% mainly owing to the significantly stronger performance 
of equities relative to bonds and real estate.  

 
Bonds: its relative weight decreased during 2019 by -1.82 p.p. from 41.72% to 39.9% of the portfolio. The bond portfolio remained “underweight” 
during 2019 owing to the low yielding environment and asymmetric interest rate risks and also the relatively stronger performance of equities. 
Over the year, the weight of euro government bonds decreased from 16.55% to 12.5% owing to the redemptions (i.e. sales) in this asset category 
in favour of investments (i.e. purchases) of global aggregate bonds.  Euro Investment Grade bonds (corporate bonds with high credit rating) also 
decreased from 15.25% to 12.17% as a result of global aggregate bonds purchases. The weight of emerging market bonds slightly decreased from 
9.93% to 9.53% due to the relative stronger performance of other asset classes, as virtually no new purchases or redemptions occurred in 2019. 
Finally, the first investment in global aggregate bonds took place in August 2019 and by the end of the year the allocation reached 5.71%. 

 
Real estate: investments in unlisted real estate are made mainly via two funds investing in European unlisted real estate properties, representing 
6.20% of the total assets as of 31.12.2019. In addition, 4.47% of the assets are invested in a fund investing in European listed real estate companies. 
Overall, as shown in the right-hand side of Figure 1 (see above), the relative weight of real estate remained mostly flat from 10.47% (end 2018) 
to 10.66% (end 2019), owing to the relative performance of the asset class as well as additional purchases. 

                                                
4 Socially Responsible Investment / Environment, Social and Governance. 
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Cash: its relative weight slightly increased by +0.42 p.p. from 6.24% at the beginning of 2019 to 6.66% at the end of the year. The cash 
accumulation is driven by a certain degree of prudence maintained during 2019 in the wake of geopolitical risks and economic slowdown, and also 
the objective to keep cash for the forthcoming infrastructure commitments. No negative interest rates were applied in 2019. 
 
Current asset allocation as at 31.12.2019 versus target allocation  
 

 
 
The chart on the right side shows a breakdown by 
category of investments as at 31.12.2019. 
 
To be noted that the top 3 asset categories, namely 
Euro-zone equities (16.3%), Global developed market 
equities (12.8%), and Euro Government Bonds (12.5%), 
account for 41.6% of the Fund’s portfolio. This is 
significantly less than at the end of 2018 (47.1%) owing 
to the greater asset diversification with the addition in 
2019 of the Global aggregate bonds asset category in 
the Fund’s portfolio.            

Figure 2: Breakdown of actual asset allocation at end 2019 

 
Table 4: “Active” positions by category of investment5 
     

 

 
 
Table 4 shows the extent of the “active” positions by category of assets at 
31.12.2019. 
 
The main variance lies with the underweight in global aggregate bonds (-8.29 
p.p.). This reflects the gradual approach to increase the allocation of investments 
in this new asset category since August 2019. In counterpart of this temporary 
underweight, all the euro bonds asset categories tend to be overweight (see the 
first three asset categories in Table 4). 

 
 
Other significant “active” positions include: 

Cash (+5.66 p.p.): the overweight reflects the cautious approach taken during the year in a context of geopolitical risks and economic 
uncertainties in 2019, but also to meet commitments on the existing infrastructure funds (call-ups) and new forthcoming infrastructure 
investments. In counterpart of the cash overweight, the infrastructure asset category is underweighted (see below). 
 
 

                                                
5 To note that in Table 4  there is no reference to the new asset category “global low volatilities equities”, which is the third refinement identified in 
the Investment Strategy (see Table 3), and which is planned to be implemented in the 2020-2021 timeframe. 
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Infrastructure (-3.59 p.p.): owing to the capital distribution already received from some funds and the time needed to launch a CfT for a global 
infrastructure fund(s) which could have all the relevant characteristics to achieve an optimal risk  diversification. Infrastructure is a more complex 
asset class and as such presents specific challenges related to its illiquid nature but also offers opportunities as a good source of diversification and 
rather predictable returns.  Given that the steps to launch the CfT have been taken in the second part of 2019, the allocation to infrastructure is 
planned to gradually increase as of 2020 onwards. 

 
It is noteworthy that, although there are variances with respect to the strategic target allocation, the current asset allocation is within the upper 
and lower thresholds allowed by the Investment Strategy, as identified in Table 2 above. 
 
Geographical asset allocation as at 31.12.2019  
 
Some 40.5% of the assets of the Fund are from three countries: France, Germany and the US as identified in Figure 3 below. To note that the 
relative exposure to France (the top country) has slightly reduced in 2019 owing to the new allocation in the global aggregate bonds fund which 
brings more geographical diversification. It is now 15.6% compared to 17.3% at the end of 2018. The top 10 countries account for 64.6% of the 
Funds’ assets, while the top 20 countries comprise 75.6%. The category “others” in Figure 3 comprises marginal amounts of assets spread over 
more than 25 other countries. The Investment Strategy includes specific principles in order to protect the portfolio against currency fluctuations, 
as a result the adopted asset allocation is mainly in euro or euro-hedged to limit the currency risk. Note that when the Euro depreciates, the currency 
risk equally represents a potential benefit for unhedged investments denominated in other than euro currencies (e.g. US$, UK£, or local emerging 
markets).  
 

 
Figure 3: Geographical distribution of investments 

 
1.3.4. Performance  

 
RETURN SINCE INCEPTION OF THE FUND 
 
Since inception of the Fund on 01.01.2005 to 31.12.2019, 1,147.50 M€ have been invested (see green line in Figure 4 below). The market value 
of these investments at 31.12.2019 was 1,822.46 M€ (see blue line). This corresponds to an annualised return of +4.70%, meaning that the value 
of the assets has been well preserved and has significantly increased over the 2005-2019 period. As indicated in Figure 4  below, as of 
31.12.2019, the market value of investments (1,822.46 M€) is 674.96 M€ above their acquisition value, which is an appreciable investment gain6, 
demonstrating the added-value over the long term of setting a pension fund. Due to the exceptional performance in 2019, the market value is well 
above the target value (1,680.48 M€) (see purple line in Figure 4).  
 

                                                
6 Mostly unrealized capital gains, since the assets have not been sold. 
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Figure 4: Trends in assets market value versus acquisition value and target value 

Thanks to its Investment Strategy and diversification which suit the Fund long term time horizon, the Fund weathered several economic cycles 
since 2005, with some negative years in 2008/09 (Global Financial Crisis), followed by a significant global economic recession and the euro crisis in 
2011, and a significant global market correction in 2018, while nevertheless increasing overtime the value of the assets. History has shown that 
after each steep market downturn, there is usually a strong positive rebound, which has again been the case in 2019. Table 5 below shows the 
annual returns7 since inception of the Fund, the annualised average return for the whole period, in nominal and real terms (i.e. without inflation) 
and the expected target returns8. 
 
Table 5: Annual returns since inception 

 
Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2005-19 

RETURN 0.83% 2.54% 2.31% -1.47% 12.35% 5.72% -4.89% 13.32% 7.51% 7.80% 2.56% 5.64% 9.00% -4.47% 14.15% 4.70% 

INFLATION 
(EZ 18) 

2.20% 2.20% 2.10% 3.30% 0.30% 1.60% 2.70% 2.50% 1.40% 0.40% 0.00% 0.20% 1.50% 1.70% 1.20% 1.55% 

NET RETURN -1.37% 0.34% 0.21% -4.77% 12.05% 4.12% -7.59% 10.82% 6.11% 7.40% 2.56% 5.44% 7.50% -6.17% 12.95% 3.15% 

TARGET RETURN NET 1.13% -0.87% -0.97% 4.35% 4.35% 4.35% 4.35% 4.35% 3.42% 3.42% 3.42% 3.42% 3.42% 2.50% 2.50% 2.86% 

                            
DEFICIT/EXCESS 

(p.p.)9 
-2.50 +1.21 +1.18 -9.12 +7.70 -0.23 -11.94 +6.47 +2.69 +3.98 -0.86 +2.02 +4.08 -8.67 +10.45 +0.29 

 
The overall performance of the Fund investments over the year 2019 amounts to +14.15% (+12.95% in real terms). As a result, the net excess 
return over the target for the year 2019 is +10.45 p.p. 
 
When considering since inception, the average real annual return (+3.15%) is above (+0.29 p.p.) the average target real annual return 
(+2.86%). Note that investment returns in Table 5 are calculated according to GIPS, stating that returns from each period should be weighted 
equally to calculate the investment return over a certain time horizon, no matter how much value is in the portfolio at the time. On the other hand, 
the evolution of target and market values in Figure 4 above weights returns from each period differently, depending on the value of the portfolio 
at the time. In later years with more assets in the Fund higher returns were achieved than in the early years with fewer assets in the Fund. This 
different approach should be considered when comparing the figures in the last column of Table 5 and Figure 4. 
                                                
7 GIPS: Global Investment Performance Standards, recalculated from 2005 and 2013.  
8 Jan 05–Nov 05 Euribor; Dec 05–Dec 07 20%/80% MSCI Global equity / Barclays Government bonds; since 2008 returns from ALM studies result. 
9 p.p. stands for percentage point. 
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FOCUS ON 2019 PERFORMANCE 
 

 
 

Figure 5: 2019 Performance per asset category 

When looking into the drivers for the performance in 2019, Figure 5 indicates that the overall excellent performance of the Pension Fund 
portfolio is the result of almost all asset categories achieving strong positive returns.  The positive performance achieved at the end of June (see 
blue bars in Figure 5) continued to expand until the end of the year 2019 (see orange bars in Figure 5). The rally in the second part of the 
year has been more pronounced for the equities and listed real estate. Developments at the end of the year have been supportive for risky assets 
as the UK general election has reduced the threat of a Brexit-related trade shock and the Phase One trade deal between the US and China has 
helped to reduce downside risks to the outlook for global trade. 

 
Noteworthy, bonds generally performed less well in the second part of the year coinciding with the bottoming-out of interest rates in the summer 
2019. Since the first investment in the global aggregate bonds took place in August 2019, the performance (-0.97%) displayed in Figure 5 
 cannot be readily compared to the performance of the other bonds asset categories.  
 

 
In the first quarter of 2019, the performance of the Fund strongly rebounded (+6.30%) 
after the sharp Q4 2018 sell-off (-4.81%).  The performance continue to increase by some 
2% each quarter until the end of the year.  
 
 

 
 
 
                                                
10 Computed according to Global Investment Performance Standards (GIPS). 

2019 
 Q1 

2019 
  Q2 

2019   
  Q3 

2019 
Q4 

201910 

Global 

+6.30% +2.04% +2.20% +2.91% +14.15% 
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The Equity portfolio (including infra.) yielded a strong net-of-fees return of +23.11%: 
 Euro-zone listed equities were the best performers this year with a positive return of +26.38%, cancelling by far the -11.87% loss from 

2018. The rally started right at the beginning of 2019 after the US Federal Reserve clearly reassured investors confidence that the tightening 
cycle of the monetary policy would be put on hold to prevent a recession risk given global economic slowdown in the wake of the difficult 
US-China trade negotiations. The more accommodative monetary conditions in the US also raised expectations that the ECB would restart a 
quantitative easing program to reduce interest rates and provide additional liquidity, fuelling the appetite for risky assets such as equities. At 
the end of June the euro zone equities already performed +17.10% (see blue bar in Figure 5 above). Despite lower economic growth and 
poor prospects given lack of clarity about the BREXIT outcome and trade protectionism measures with new US tariffs to China imports and 
retaliation measures, euro zone equities have continued to perform well until the end of 2019. The clear majority of the UK parliamentary 
vote in December removed a critical uncertainty for the stock markets. 

 The Fund investments in listed developed markets equities, hedged in Euro, returned +24.74%. Developed markets equities followed a 
similar pattern than the euro zone, with in particular US stocks indices setting all-time high records in December 2019 owing to the 
announcement of a Phase 1 trade deal between US and China and despite impeachment proceedings against the US President.   

 The investments of the Fund in emerging markets equities, unhedged, also experienced a positive return in 2019 (+21.11%) contrasting 
with the lacklustre performance of -11.82% in 2018. In fact, capital inflows returned to emerging market in 2019 in the wake of lower US$ 
interest rates, making for global investors US$ investments less attractive on a risk-adjusted return basis. The economic outlook for these 
markets has also improved with the expected de-escalation of trade protectionism measures between US and China.  

 Infrastructure has continued to hold very well its performance (+11.99%) bringing a sound diversification and strong medium-term risk-
adjusted return to the Fund’s portfolio. Infrastructure as an asset class experiences a continuous growing interest from investors. 
Infrastructure investment is an important tool to boost economic growth and global competitiveness. The low interest rates environment 
and the supportive national and EU policies for infrastructure projects continued to provide a good momentum for this asset category. 

 
The Bond portfolio recorded a net-of-fees return of +7.51%: 
 The Euro government bonds returned a robust gain (+6.77%), broken down by the inflation-linked bonds (+6.89%) and the “classic” 

euro government bonds (+6.51%). Lower inflation expectations, economic slowdown and the significant drop of interest rates in the euro 
zone from January to August boosted the performance of core Euro bonds (when the yield on bonds drops, its return is pushed up).  In fact, 
early September yields of core euro zone government bonds fell well below zero (for a German 10-years bond, the yield was -0.74%, reaching 
the lowest yields on records). 

 Euro investment grade (corporate) bonds returned +5.53% in 2019, which is less than the euro government bonds.  In a context of high 
global uncertainties and economic slowdown, the corporate bonds did not experience a demand as strong as the “safe heaven” core 
government bonds.  

 Global aggregate bonds are the only asset category with a negative performance at the end of 2019 (-0.97%). As the first investment 
coincided with the bottoming-out of bond yields in the summer 2019 (i.e. in Q4 yields have then slightly increased) the performance of the 
global aggregate bonds cannot be readily compared to the performance of the other bonds asset categories held during the entire year.  

 Emerging market bonds experienced a very positive year (+11.70%) after a poor performance in 2018 (-8.18%). Emerging markets bonds 
benefited from the lower US$ interest rates and relative stability of the US$ compared to the local currencies so that capital inflows were back 
for this asset category, despite a number of idiosyncratic financial/political events in key EM like Turkey, Hong Kong, Argentina, etc., resulting 
in higher risk premia required by investors. 

 
Real estate recorded a positive result of +15.63%: 
 Unlisted real estate yielded +6.49%. This asset category continued to hold well its performance given that in 2017 it returned +6.16% 

and +5.58% in 2018, a very difficult year for financial markets. To note that one of the two mandates is in liquidation process since 2015. The 
complete liquidation is due in 2020. 

 Investments in listed real estate (a fund comprising companies listed on stock markets) experienced a strong rebound in 2019 since the 
return was +29.67%, contrasting with the negative performance in 2018 (-6.45%). Noteworthy, this asset category very much behaved like 
the euro zone listed equities which also had a stellar performance in 2019 (+26.38%). The economic environment of low interest rates 
provides a strong boost to this asset category.  

 
Cash returned +0.00%: 
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 The euro money market environment in 2019 continued to be 
characterised by ultra-low interest rates and negative rates on most 
cash accounts and short term deposits. In fact it was exacerbated with 
ECB decision to lower its key rate in September 2019 from -0.40% to -
0.50%. Thanks to accommodating relations with the Fund’s banks, the 
cash holdings of the Fund have not suffered from the policy of 
negative interest rates applied by most commercial banks. A cautious 
approach was taken towards after Q1 in a context of the strong 
rebound and looming geopolitical risks and economic uncertainties, 
hence the increased cash in Q2 and Q3. The slight cash decrease in Q4 
is driven by the increased allocation to the unlisted real estate and 
global aggregate bonds (see Figure 6). Figure 6: Trend of cash position during 2019 

 
For the sake of comparison, Table 6 below displays the actual performance of all asset categories in 2019 versus 2018. 
 
Table 6: Comparison per asset category of actual 2019 performance versus 2018 
 

ASSET CATEGORY 
FUND’S INVESTMENTS 

01.01.2019 – 31.12.2019 
FUND’S INVESTMENTS  

01.01.2018 – 31.12.2018 

EURO-ZONE EQUITIES +26.38% -11.87% 

GLOBAL EQUITIES (€ HEDGED – DEVELOPED COUNTRIES) +24.74% -9.32% 

EMERGING-MARKET EQUITIES +21.11% -11.82% 

INFRASTRUCTURE +11.99% +16.85% 

EQUITIES +23.11% -8.10% 

EURO GOVERNMENT BONDS +6.51% +0.92% 

EURO INFLATION-LINKED BONDS +6.89% -1.41% 

EURO INVESTMENT-GRADE BONDS +5.53% -0.73% 

EMERGING-MARKET BONDS +11.70% -8.18% 

GLOBAL AGGREGATE BONDS -0.97% N/A 

BONDS +7.51% -2.49% 

UNLISTED REAL ESTATE +6.49% +5.58% 

LISTED REAL ESTATE +29.67% -6.45% 

REAL ESTATE +15.63% +0.36% 

CASH 0.00% 0.00% 

OVERALL PERFORMANCE +14.15% -4.47% 

 
Obviously, the 2019 picture is very different than in 2018 given that nearly every asset class and asset category performed very strongly in 2019, 
while most of the returns where negative in 2018 (see Table 6).  Table 6 also shows that the diversification had a beneficial effect not only across 
asset classes but also within the different categories.  Noteworthy, both equities and bonds had a very positive performance in 2019 (showing 
again a positive correlation). Such a synchronized positive performance of all asset classes is inexplicable without reference to the massive 
intervention of central banks. 
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COMPARISON WITH THE BENCHMARKS 
 
An effective way to gauge how the Fund has performed is to compare its performance to the one of recognised benchmarks. Table 7 below shows 
performance per asset category against their benchmark, as well as performance per asset class (equities, bonds...) and overall performance 
compared to composite benchmarks. The latter are weighted averages of the individual benchmarks for the various asset categories based on their 
target and current (as at 31.12.2019) weight in the asset allocation. An excess performance (i.e. a positive p.p.) means that the specific asset 
category performed better than its benchmark, for example thanks to the active selection of stocks by the specific asset manager. Note that under 
a passive management strategy, the excess/deficit is expected to be marginal since the investment objective is to “replicate” the composition and 
performance of the benchmark index.  Note that for alternative asset categories like equity infrastructure and unlisted real estate there are no 
readily available benchmark index. 

 
Table 7: Actual performance against the benchmarks (listed category) 

ASSET CATEGORY 
FUND’S INVESTMENTS 

01.01.2019– 31.12.2019 
BENCHMARK INDEX 

01.01.2019– 31.12.2019 
EXCESS/DEFICIT 

(p.p.) NOTE 

EURO-ZONE EQUITIES +26.38% +25.47% +0.91 (1) 

GLOBAL EQUITIES (€ HEDGED – DEVELOPED 
COUNTRIES) 

+24.74% +24.58% +0.16 (2) 

EMERGING-MARKET EQUITIES +21.11% +20.60% +0.51 (3) 

EQUITIES11 +24.53% +23.88% +24.15% +0.65 +0.38 (4) 

EURO GOVERNMENT BONDS +6.51% +6.34% +0.17 (5) 

EURO INFLATION-LINKED BONDS +6.89% +6.61% +0.28 (6) 

EURO INVESTMENT-GRADE BONDS +5.53% +5.39% +0.14 (7) 

GLOBAL AGGREGATE BONDS -0.97% -1.06% +0.09 (8) 

EMERGING-MARKET BONDS +11.70% +10.61% +1.09 (9) 

BONDS +7.51% +7.09% +7.22% +0.42 +0.29 (4) 

LISTED REAL ESTATE +29.67% +27.82% +1.85 (10) 

CASH 0.00% -0.40% +0.40 (11) 

OVERALL PERFORMANCE12 +14.27% +14.26% +14.10% +0.01 +0.17 (4) 

 
Notes: 
(1) MSCI EMU Index (net dividends reinvested). 
(2) MSCI World Free Index – euro hedged (net dividends reinvested). 
(3) Composite and weighted index, MSCI Emerging Markets Investable Market Index, MSCI Emerging Markets Index (net dividends reinvested). 
(4) Weighted benchmark based on the strategic target allocation (left figure) and current asset allocation (right figure) for the period. 
(5) Barclays Capital Global Aggregate Euro Government Float Adjusted Bond Index.  
(6) JP Morgan ELSI Index. 
(7) Composite and weighted Barclays Capital Global Aggregate Euro Non-Government Bond Index and iBoxx Corporate Bond Index. 
(8) Bloomberg Barclays Global Aggregate Float Adjusted and Scaled Index Hedged. 
(9) Composite and weighted index: 50% JP Morgan EM Bond Index Global Diversified / 50% JP Morgan Government Bond Index - EM Global Diversified, US$ unhedged. 
100% JPM EMBI Global Diversified Index (US$). 100% Barclays EM Local Currency Government Index (with 10% country capped). 
(10) Petercam European Property Shares (PEPS) Index calculated by Global Property Research (GPR). IPD Pan-European Property Fund Index (PEPFI) Balanced Funds. 
(11) Euribor 1 month. 
 

                                                
11 Excluding infrastructure for which no straightforward benchmark is available. 
12 Excluding infrastructure for which no straightforward benchmarks are available. 
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The following points are noteworthy: 
 Within the equity asset class, all the returns are higher than the benchmark. Some of the active management strategies have performed 

particularly well for the euro equities and emerging markets equities. 
 Within the bonds asset class, all the returns are exceeding the benchmark for all asset categories, in particular the active management 

strategy of an emerging market bonds in hard currencies. 
 For the listed real estate category, the return is significantly better than the benchmark. 
 Cash holdings of the Fund have also outperformed the benchmark in 2019 thanks to favourable conditions with the Fund’s commercial banks. 
 
1.3.5. Asset categories and asset managers  
 
Asset managers are selected by way of open CfTs in compliance with the Contract Regulations of the Organisation. Table 8 below shows the list of 
asset managers and vehicle used per asset category. The Vanguard Global Bond Index Fund is a new addition as of August 2019. 

 
Table 8: List of asset managers and funds as at 31.12.2019 

 
ASSET CATEGORY ASSET MANAGER FUND NAME 

EURO ZONE EQUITIES 
BNP Paribas 
KBC 

Segregated account replicating the MSCI EMU. 
KBC SRI Euro Zone. 

DEVELOPED MARKET EQUITIES – 100% HEDGED Vanguard Vanguard Global Stock Index Fund. 

EMERGING MARKETS EQUITIES – 100% UNHEDGED 
Candriam 
BlackRock 
State Street 

Candriam Equities L Emerging Markets Fund. 
BlackRock Emerging Markets Index Sub-Fund. 
SSgA Emerging Markets SRI Enhanced Equity Fund. 

INFRASTRUCTURE 

AXA 
Macquarie 
Meridiam 
First State 

AXA Infrastructure III. 
Macquarie European Infrastructure Fund 4. 
Meridiam Infrastructure Europe II. 
European Diversified Infrastructure Fund (EDIF). 

EURO GOVERNMENT BONDS Vanguard Vanguard Euro Government Bond Index Fund. 

EURO INFLATION-LINKED BONDS KBC KBC Bonds - Inflation Linked Bonds Fund. 

EURO INVESTMENT GRADE BONDS 
Vanguard 
KBC 

Vanguard Euro Investment Grade Bond Index Fund. 
KBC SRI Corporate Bonds Fund. 

GLOBAL AGGREGATE BONDS - HEDGED EUR Vanguard Vanguard Global Bond Index Fund. 

EMERGING MARKETS BONDS 
BlueBay 
UBS 
Petercam 

Blue Bay Emerging Market Select Bond Fund. 
UBS Emerging Economies Global Bonds Fund. 
Petercam L Bonds Emerging Markets Sustainable. 

LISTED REAL ESTATE Petercam IAM Real Estate Europe Fund. 

UNLISTED REAL ESTATE 
UBS 
LaSalle 

UBS Real Estate Euro Core Fund (in liquidation since 2015). 
Encore+ Fund. 

 
At end 2019, Vanguard is the largest asset manager for the EUROCONTROL Pension Fund, with assets under management worth some 651 M€, i.e. 
some 1/3 of the total portfolio. 

 
1.3.6. Asset management fees 
 
In 2019, the management fees paid by the Pension Fund to external managers are the following: 
 

Gross amount Rebates granted Net fees 

6.82 M€ 2.81 M€ 4.01 M€ 
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These fees also include custody and other fees (when applicable) and are either deducted from the NAV of the fund or paid directly to the asset 
manager. When compared to the average asset value of the Pension Fund13, it corresponds to a net average expense ratio of 0.25%, which 
comprises passive management funds with low management fees and active management funds (e.g. infrastructure) with higher fees. 
 
1.4 MEMBERS AND BENEFICIARIES OF THE FUND 
 
The number of staff members contributing to the Fund slightly increased in 2019 from 2,087 to 2,100.  On the other hand, the number of 
beneficiaries from the Fund increased more significantly from 760 to 838. This increase is mainly due to staff retiring in the course of 2019. 
 

CATEGORY 31.12.2019 31.12.2018 

Contributing members 2100 2,087 

Pensioners paid by the Fund 838 760 

 
As shown in Figure 7, the number of contributing members has gradually decreased between 2009 and 2016. The slight increase in 2017-2019 
was mostly due to the recruitment of ATCOs and Contractual Staff. 

 
 Figure 7: Contributing members 

 

As shown in Figure 8, the number of beneficiary members has constantly increased since the creation of the Fund in 2005. See also the detailed 
breakdown of beneficiaries in Table 9 below. 

 
Figure 8: Beneficiaries 

 
 
 

 

 

                                                
13 Cash excluded. 
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Table 9: Breakdown of the beneficiaries of the Fund 
 

CATEGORY 31.12.2019 31.12.2018 

Retirement pensions 673 613 

Surviving spouse pensions 52 45 

Orphan pensions 26 23 

Invalidity allowances 
 
 
 
 
 
 

81 73 

Invalidity pensions14 6 6 

TOTAL 838 760 

 
 
1.5 BENEFITS PAID 
 
 
In 2019, benefits paid by the Fund amounted to some 52.80 M€. Table 10 shows the distribution of this amount by type of benefit paid. 

 
Table 10: Breakdown of the benefits paid by the Fund 
 

CATEGORY AMOUNT PAID IN 2019 
(IN K€) 

% 

Retirement pension 45,084 85.4% 

Invalidity allowance/pension 4,911 9.3% 

Widow(er) pension  2,102 4.0% 

Severance grants 210 0.4% 

Orphan pension 490 0.9% 

TOTAL 52,797 100% 

 
 
 
 
 
1.6 ACTUARIAL POSITION 
 
1.6.1 Actuarial studies: 

 
The actuary consultant, currently Aon, performs two actuarial studies, based on different methodologies and meeting different purposes:  
 The first study intends to determine the required level of contributions to the Fund (for the FS+ATC accounts) to achieve a long-term balance 

and is based on the so-called “Aggregate Costs” method, as required by the Staff Regulations.  
 The other study aims at determining the total DBO at year end and the elements explaining its actuarial variation over the year in order to 

prepare the annual accounts. This second study is based on the so-called ‘projected unit credit’ (PUC) method as required by the International 
Financial Reporting Standards (IFRS 19). For completeness sake, this study also computes the Accumulated Benefit Obligation which differs 
from the PUC method in that it includes no assumption about future compensation levels15. Annex I sets out an executive summary of this 
study.  

 
Noteworthy, the Regulations of the Pension Fund require the PFSB to give an opinion on a regular basis on the actuarial balance. This opinion is 
presented hereafter and is based on the “Aggregate Cost” study at 31.12.2019. 
 

                                                
14 Staff recognised as invalids between 1.1.05 and 30.6.05. The statutory provisions of the pension reform were adopted on 1.7.05. Therefore the 
former invalidity provisions apply to these staff and they receive an invalidity pension until their death. As from 1.7.05 invalids receive an allowance 
until the retirement age and then a retirement pension. 
15 Detailed notes on the actuarial valuations of the total DBO and the Accumulated Benefit Obligation are included in Part II of this Annual Report. 
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1.6.2. Pension rights acquired before 2005 (“PBO”) 
 
In 2004, the Permanent Commission approved Measure No. 04/107, by which the Member States committed to pay the past service liabilities 
relating to pension rights acquired at 31.12.2004 by staff in post at that date, in the form of annual instalments, over a period of 20 years as from 
01.01.2005. The Measure states that the yearly instalments shall be updated annually in accordance with the results of actuarial studies. The PBO 
contributions are set and approved annually by the Permanent Commission with the Budget of the Agency. In December 2011 the Commission 
approved Measure No. 11/179 allowing the adjustment of the PBO instalments not only in terms of their amount but also the number of 
instalments.  

 
For recall, the actuarial study as at 31.12.2018 showed an actuarial deficit of -164.5 M€ in present value, which was weighed down by structural 
elements such as a change in the mortality tables used to calculate the liabilities (as part of the five-yearly review of the actuarial assumptions) and 
the negative performance of the Fund in 2018, which is a typically more volatile element. 
 
The results of the Aggregate Costs study at 31.12.2019 show an actuarial deficit of -123.1 M€ in present value (see Figure 9 below). The drivers 
for the decrease in the actuarial value of the PBO deficit are twofold as follows: 

• the exceptional positive performance of the pension fund in 2019; 
• the slight increase in the rate16 used to discount the liabilities from 2.9% to 3.0% (real) 17. 

 
 
 
 
 
Figure 9, based on the PBO pension obligation 
calculated in the latest actuarial study at 
31.12.2019, shows a deficit of -123.1 M€ assuming 
that the annual contributions (instalments) are 
kept at the current level, the number of annual 
instalments limited to 20 instalments until 2024, as 
initially planned, and a yearly indexation of +1.2%. 
 
 

Values at 31.12.201918 

 

Figure 9: Actuarial value of PBO obligation at 31.12.2019 

Several options are available to reach an actuarial balance for the PBO account: 
A. increasing the PBO contributions to 75.2 M€ as from 2021, compared to expected contributions of 40.2 M€ in the 2020 Budget, in order to 

reach a balance by 31.12.24 as initially foreseen; 
B. increasing the annual indexation rate from 1.2% to 23.2%; this would also be aimed at reaching a balance by 2024; 
C. maintaining the annual increase at +1.2% and compensating the deficit at the end of the 20 annual instalments; this would represent an 

amount of 155.2M€; 
D. extending the contribution period by an additional four [4] annual instalments, until 2028 included, in order to keep the contribution and 

indexation level stable; 
E. any combination of the options (A)-(D) above. 

                                                
16 The method of calculation of the discount rate for the purpose of the Aggregate Cost Method is prescribed by Article 10 of Annex XII of the Staff 
Regulations of the Agency. It is based on the observed average annual interest rates (yields) on the long-term public debt of Member States of the EU 
as published by the Commission. The effective annual rate to be taken into consideration for the actuarial calculations shall be the average of the real 
average interest rates for the 30 years preceding the current year. Until 2016 it was computed over 12 years, a phased approach has been considered 
to gradually reach the 30 years period. The actuarial study at 31.12.2019 has taken into account the 28 years preceding the current year.  
17 Equivalent to 4.70% in nominal terms. 
18 Note that the PBO deficit as at 31.12.2024 is equal to -155.2 M€ compared to a deficit of -217.3 M€ resulting from the actuarial study at 21.12.2018.  
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The PFSB advises the Provisional Council, via the SCF, to consider the options above, with a particular focus on option (D) allowing for a smoothing 
of the funding impact. 
 
1.6.3. Pension rights acquired as from 1.1.05 (“Future Services”) 

 
REQUIRED CONTRIBUTION RATE AS CALCULATED IN THE ACTUARIAL STUDY (AGGREGATE COSTS METHOD) 
 
The actuarial study at 31.12.2019 concluded that to guarantee the long term balance between assets and liabilities, the contribution rate by the 
Employer (Agency) and by its staff should equal 28.56%, compared to 30.07% computed in the previous year actuarial study (at 31.12.2018). 
Similarly to the PBO results, the main driver for the decrease is the exceptional positive performance of the pension fund in 2019. 
           
The 2011-2020 series is reported in Table 11 below. 

 
Table 11: Contribution rate for the Future Services sub-account (according to ACM) 

 
 

31-12-
2011 

31-12-
2012 

31-12-
2013 

31-12-
2014 

31-12-
2015 

31-12-
2016 

31-12-
2017 

31-12-
2018 

31-12-
2019 

2020 

Required rate per actuarial study 32.03% 32.97% 35.82% 34.64% 33.11% 24.08% 26.25% 30.07% 28.56% N/A 

Actual contribution rate paid 30% 30% 30% 30% 30% 30%/25.5% 25.5% 25.5% 26.25% 26.25% 

 
 

During the period 2011-2015 the rate required according to the actuarial study has tended to exceed the actual rate paid, while for 2016, the 
required rate per actuarial study (24.08%) was below the actual rate paid since the implementation of the Administrative Reform (25.5%). At the 
end of 2017 the rate required according to the actuarial study (26.25%) again exceeded the actual rate paid which has prompted the Director 
General to increase the FS contribution rate to 26.25% with effect as of 01.01.2019. 
 
The latest actuarial result (28.56%) indicates that in order to ensure a proper funding of the Pension Fund the currently charged contribution rate 
(26.25%) should further increase overtime in order to account for the structural changes such as the mortality table adapted in 2018 that have a 
long term impact on liabilities.  

 
Consequently, the PFSB advises the Director General to consider gradually incrementing the FS contribution rate from the current 26.25% level 
over a time frame which allows for a smooth and predictable implementation in line with the Single European Sky RP3 (2020-2024) reference 
period. 
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2. PENSION FUND ACCOUNTS 
 
2.1 AUDIT BOARD’S REPORT 
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2.2 ANNUAL ACCOUNTS AS AT 31.12.2019 
 
A. Balance sheet (in euro) 
 

ASSETS Notes 2019 2018 
 
Net assets available for benefits 
 

Securities 5 1,700,155,616 
 

1,456,673,428 

Cash & short term deposits 6 121,336,689 
 

97,016,195 

Accrued income 7 967,051 977,265 

Inter sub-accounts payable/receivable 8.1 0 
 

0 

Accounts receivable 8.2 942 0 

Accounts payable 8.3 0 0 

TOTAL  1,822,460,298 1,554,666,887 
 

LIABILITIES Notes 2019 2018 
 

DBO for retirement pensions 9.1 4,522,893,628          3,563,305,716 

DBO for existing invalidity allowances 9.2 38,421,081 34,178,416 

Total Defined Benefit Obligation 9.3 4,561,314,709 3,597,484,133 

Deficit 11 -2,738,854,411 
 

-2,042,817,245 

TOTAL  1,822,460,298 1,554,666,887 
 
B. Statement of changes in net assets available for benefits (in euro) 
 

 Notes 2019 2018 

Net assets available for benefits – 1 January  1,554,666,888 1,574,424,437 

Employer contributions 13 77,702,572 
 

75,317,439 

Employee contributions 13 18,922,055 
 

17,938,339 

Investment income 14 229,213,290 -62,996,167 

Management fees (gross) 14 -6,823,175 -6,249,380 

Transfer from other pension schemes 15 1,575,984 
 

4,112,388 

Settlement of benefits 16 -52,796,757 -47,879,271 

Transaction costs 14 -559 -898 

Net assets available for benefits – 31 December  1,822,460,298 1,554,666,887 
 
C. Statement of changes in the present value of the defined benefits obligation (in euro) 
 

 Notes 2019 2018 

Present value of the obligation – 1 January  -3,597,484,133 
 

-3,261,370,402 

Interest cost 9.3 -70,129,163 
 

-60,343,890 

Current service cost 9.3 -118,695,423 
 

-114,552,492 

Actual benefits paid 16 52,796,757 
 

47,879,271 

External transfers 15 -4,805,054 
 

-6,701,682 

Actuarial gain (loss) during the year 9.3 -822,997,693 
 

-202,394,938 

Present value of the obligation – 31 December  -4,561,314,709 -3,597,484,133 
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2.3 NOTES TO THE ACCOUNTS 
  

NOTE 1: DESCRIPTION OF THE PLAN 

 

Name of the employer and of the employee groups covered 

 
The EUROCONTROL Pension Fund was set up on 01.01.2005 to finance the pensions (retirement, survivors’ and orphans’ pensions) of EUROCONTROL 
Agency staff retiring as from 01.01.2005, the severance grants of staff leaving the Agency as from 01.01.2005, and the invalidity allowances of 
staff recognised invalid as from 01.01.2005. 

 
At its 21st Session, held on 4 and 5 November 2004, the Provisional Council agreed on a reform of the EUROCONTROL Agency’s Pension Scheme 
which included the creation of a Pension Fund, and the revision of the pension scheme as regards participation and benefits (new retirement age, 
implementation of country cost-of-living factors, new scheme for staff recruited after July 2005, etc.). The Permanent Commission approved the 
creation of the Pension Fund in its Decision No. 102 and the reform of the Pension Scheme in Measure No. 05/109. 

 
The EUROCONTROL Pension Fund was established on 01.01.2005 following Decision No. 102 of the Permanent Commission on 05.11.2004, by 
adding Article 17bis to the Statute of the Agency. It is managed as provided for under an Appendix to the Statute of the Agency entitled 
“Regulations of the EUROCONTROL Pension Fund”. The Fund does not have its own legal identity, for legal and tax reasons, but it constitutes a 
separate category of assets held by the EUROCONTROL Organisation. The Pension Fund Regulations require that the Fund’s assets be used 
exclusively to pay pension scheme benefits to scheme members in accordance with the Staff Regulations. Any use to cover other obligations of 
the Organisation is prohibited.  

 
Number of participants receiving benefits 

 

As at 31.12.2019, there were 838 beneficiaries of the Pension Fund, compared to 760 beneficiaries as at 31.12.2018. 

 
Type of plan and description of the retirement benefits promised to participants 

 
The EUROCONTROL pension scheme is a defined benefit plan. The detailed provisions relating to pension scheme benefits are laid down in the Staff 
Regulations and General Conditions of Employment, as approved by Measure No. 05/109 of the Permanent Commission.  
 
In summary, staff recruited before 01.07.2005 acquire pension rights amounting to 2% per year of service. For staff recruited as from 01.07.2005, 
the pension rights acquired amount to 1.9% and 1.8% for staff recruited as from 01.07.2016, which is the date of implementation of the last 
reform. The total pension rights acquired is limited to 70%. The pension equals the salary at the date of retirement multiplied by the percentage 
of pension rights acquired. The Fund finances net pensions, and the adjustment for national tax is financed by the Agency Budget. 
Family allowances (household, dependent child and school allowances) are paid to pensioners under the same conditions as for active staff, but 
these are paid from the Agency Budget. Staff recruited before 01.07.2005 benefit from a cost-of-living adjustment to their pension, depending on 
their country of residence and their age at 01.07.2005. For staff recruited after 01.07.2005, there is no cost-of-living adjustment to the pension.  
 
The pension scheme also includes invalidity benefits. A staff member is entitled to an invalidity allowance in the event of total permanent invalidity 
rendering him incapable of performing the duties corresponding to a post in his grade. The invalidity allowance is equal to 70% of the official’s last 
basic salary. It is subject to contributions to the pension scheme calculated on the basis of that allowance. 
 
Staff may request a transfer of the capital value of pension rights acquired prior to their service at EUROCONTROL. The Agency determines the 
number of pensionable years of service which shall be credited under its pension scheme on the basis of the capital transferred, the official’s basic 
salary and age and the exchange rate on the date of application of the transfer, by means of actuarial coefficients set out in Rule of Application 
No 28 of the Staff Regulations. 
 
In the event of the liquidation of the Fund, pension benefits are jointly guaranteed by the Member States under Article 83 § 1 of the Staff 
Regulations of the Agency and the General Conditions of Employment governing servants at the EUROCONTROL Maastricht Centre. 
 
In 2010 a new Early Termination Scheme (ETS) was introduced. Staff members were offered to benefit from this scheme during a limited period in 
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2010. 204 officials opted for ETS and stopped working for the Agency between 31.12.2010 and 31.12.2012. During the ETS period they continue 
to contribute to the pension scheme and to acquire pension rights. As at 31.12.2019 there were 39 beneficiaries of the ETS scheme, compared to 
59 beneficiaries as at 31.12.2018. 
 
As from 01.07.2016, a new revision of the pension scheme affecting participation and benefits (new retirement age, new contribution rates, new 
method for the calculation of the discount rate which is used to determine the contribution rates, etc.) entered into force. 

 
Participation in the pension plan 

 
As at 31.12.2019, 2,100 Agency staff members were contributing to the pension scheme, compared to 2,087 as at 31.12.2018. The contribution 
rates for the employer and employees amounted respectively to 17.5% and 8.75% of the basic salary, corresponding to a total of 26.25%. 

 

NOTE 2: DESCRIPTION OF THE FUNDING POLICY 

 

The financing of the pension scheme can be summarised as follows: 

 
Payments to pensioners existing as at 01.01.2005 are financed through Part X of the Agency Budget (Pensions paid by the budget and PBO), as are 
ancillary allowances (family allowances and employer’s contributions to the Sickness Fund) and the national tax compensation of pensions paid to 
both existing pensioners, as at 01.01.2005, and new pensioners, as from 01.01.2005; 

The Pension Fund finances obligations related to pensioners retired as from 01.01.2005. 
a. The Member States finance the past service liabilities accrued before 01.01.2005 (Projected Past Benefits Obligations at that date – 

P.B.O) for active staff as at that date, by means of annual payments into the Pension Fund as from 01.01.2005. The first such payment 
in 2005 was set at M€ 35.37. The Member States committed to review the number and/or amounts of instalments on a regular basis, in 
the light of the outcome of actuarial studies; 

b. Pension rights accrued after 01.01.2005 are financed by contributions from the Agency (employer) and the staff in the following 
proportion: 2/3 for the employer and 1/3 for the staff.  
 

 
 
 

 
* Following a Pension Fund Supervisory Board decision, transfers of pension rights are allocated to the PBO or to the Future Services sub-account (see Note 3 below for structure 

of accounts), depending on the date of recruitment. For staff recruited before 01.01.2005, transfers are allocated to the PBO sub-account and for staff recruited as from 
01.01.2005, transfers are allocated to the Future Services sub-account, as their pension will be paid only from this sub-account. 
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NOTE 3: SUB-ACCOUNTS 

 
The Fund is made up of three sub-accounts, each with their own characteristics described hereafter, followed by a detailed explanation of each 
sub-account. 

 
 Sub-Account relating to benefits accrued prior to 01.01.2005 “Projected Past Benefits Obligations” (PBO) 

 
This sub-account relates to pension rights accrued before 01.01.2005 by staff in post at that date. It is financed only by the Member States 
via special contributions, in annual instalments. The amount and/or number of these instalments is reviewed periodically in the light of 
the conclusions of actuarial studies. 

 
 Sub-Account relating to benefits accrued as from 01.01.2005 “Future Services” 

 
This sub-account relates to pension rights accrued after 01.01.2005 by staff in post at this date and by staff recruited after this date. It is 
financed by staff contributions (1/3) and Member States’ contributions (2/3). Until 30.06.2016, the pension contribution rate for the 
employer and the employees was 20% and 10% of basic salary respectively. The contribution rates were adjusted from 01.07.2016 
following implementation of the pension reform and stand at 8.50% for staff and 17% for the employer. 
  
In accordance with Article 83a of the Staff Regulations of the Agency, the contribution rate is set by the Permanent Commission on a 
proposal from the Director General. Additionally, in accordance with Article 7.1 d) of the Regulations of the Pension Fund, the Pension 
Fund Supervisory Board carries out on a regular basis, but at least once every five years, a thorough review of the actuarial assumptions 
and of the contribution rates, and reports its findings and makes recommendations to the Provisional Council. 
 
 

 Sub-Account relating to specific benefits accrued through an ATC allowance “Maastricht ATC Allowance” 
 
A number of operational staff at the Maastricht Upper Area Control Centre (MUAC) are entitled to specific pension benefits, which are 
based on ATC allowances granted during their career pursuant to the General Conditions of Employment governing servants at the MUAC 
(Article 69 c). These benefits are financed by this sub-account, via the contributions of the staff and the four States involved in MUAC 
operations. 
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PBO SUB-ACCOUNT AS AT 31.12.2019 
 
A. Balance sheet (in euro) 
 

ASSETS 2019 2018 
 
Net assets available for benefits 
 

Securities 694,343,755 596,537,756 

Cash & short term deposits 3,354,471 4,657,471 

Accrued income 390,284 394,844 

Inter sub-accounts payable -96,560 -4,547 

Accounts receivable 942 0 

Accounts payable 0 0 

TOTAL 697,992,892 601,585,523 
 

LIABILITIES 2019 2018 
 

DBO for retirement pensions 1,853,149,245 1,575,632,912 

Deficit -1,155,156,353 -974,047,389 

TOTAL 697,992,892 601,585,523 
 
B. Statement of changes in net assets available for benefits (in euro) 
 

 2019 2018 

Net assets available for benefits – 1 January 601,585,523 
 

622,699,820 

Employer contributions 39,684,000 
 

39,213,000 

Investment income 94,162,052 -26,060,250 

Management fees (gross) -2,761,271 -2,532,120 

Transfer from other pension schemes 168,109 
 

268,409 

Settlement of benefits -34,845,289 -32,002,990 

Transaction costs -232 
 

-346 

Net assets available for benefits – 31 December 697,992,892 601,585,523 
 
C. Statement of changes in the present value of the defined benefits obligation (in euro) 
 

 2019 2018 

Present value of the obligation – 1 January -1,575,632,912 
 

-1,475,679,837 

Interest cost -29,629,749 
 

-26,283,675 

Actual benefits paid 34,845,289 
 

32,002,990 

External transfers -581,407 
 

72,695 

Actuarial gain (loss) during the year -282,150,466 
 

-105,745,086 
 

Present value of the obligation – 31 December -1,853,149,245 -1,575,632,912 

 
  

 

 
 
 
 



  

EUROCONTROL Pension Fund Annual Report 2019  32 

 
FUTURE SERVICES SUB-ACCOUNT AS AT 31.12.2019 
 
A. Balance sheet (in euro) 
 

ASSETS 2019 2018 
 
Net assets available for benefits 
 

Securities 984,879,544 842,208,329 

Cash & short term deposits 116,620,081 91,557,015 

Accrued income 563,462 569,195 

Inter sub-accounts receivable 103,189 18,512 

Accounts receivable 0 0 

Accounts payable 0 0 

TOTAL 1,102,166,276 934,353,051 
 

LIABILITIES 2019 2018 
 

DBO for retirement pensions 2,617,042,295 1,947,862,902 

DBO for existing invalidity allowances 38,421,081 34,178,416 

Total Defined Benefit Obligation 2,655,463,376 1,982,041,319 

Deficit -1,553,297,100 
 

-1,047,688,268 

TOTAL 1,102,166,276 934,353,051 
 
B. Statement of changes in net assets available for benefits (in euro) 
 

 2019 2018 

Net assets available for benefits – 1 January 934,353,051 
 

933,001,822 

Employer contributions 37,292,119 
 

35,426,944 

Employee contributions 18,561,174 
 

17,602,832 

Investment income 132,262,090 -36,215,923 

Management fees (gross) -3,973,062 -3,636,086 

Transfer from other pension schemes 1,407,875 
 

3,843,979 

Settlement of benefits -17,736,722 -15,670,021 

Transaction costs -249 
 

-497 

Net assets available for benefits – 31 December 1,102,166,276 934,353,051 
 
C. Statement of changes in the present value of the defined benefits obligation (in euro) 
 

 2019 2018 

Present value of the obligation – 1 January -1,982,041,319 
 

-1,749,574,882 

Interest cost -39,701,388 
 

-33,371,931 

Current service cost -116,422,466 
 

-112,349,119 

Actual benefits paid 17,736,722 
 

15,670,021 

External transfers -4,223,647 
 

-6,774,376 

Actuarial gain (loss) during the year -530,811,278 
 

-95,641,031 

Present value of the obligation – 31 December -2,655,463,376 -1,982,041,319 
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MAASTRICHT ATC ALLOWANCES SUB-ACCOUNT AS AT 31.12.2019 
 
A. Balance sheet (in euro) 
 

ASSETS 2019 2018 
 
Net assets available for benefits 
 

Securities 20,932,317 17,927,343 

Cash & short term deposits 1,362,137 801,709 

Accrued income 13,305 13,226 

Inter sub-accounts payable -6,629 -13,964 

Accounts receivable 0 0 

TOTAL 22,301,130 18,728,314 
 

LIABILITIES 2019 2018 
 

DBO for retirement pensions 52,702,088 39,809,902 

Total Defined Benefit Obligation 52,702,088 
 

39,809,902 

Deficit -30,400,958 
 

-21,081,589 

TOTAL 22,301,130 18,728,314 
 
B. Statement of changes in net assets available for benefits (in euro) 
 

 2019 2018 

Net assets available for benefits – 1 January 18,728,314 
 

18,722,795 

Employer contributions 726,453 
 

677,495 

Employee contributions 360,881 
 

335,507 

Investment income 2,789,148 -719,995 

Management fees (gross) -88,842 
 

-81,174 

Settlement of benefits -214,746 -206,260 

Transaction costs -78 
 

-55 

Net assets available for benefits – 31 December 22,301,130 18,728,314 
 
C. Statement of changes in the present value of the defined benefits obligation (in euro) 
 

 2019 2018 

Present value of the obligation – 1 January -39,809,902 
 

-36,115,683 

Interest cost -798,026 -688,284 

Current service cost -2,272,957 
 

-2,203,373 

Actual benefits paid 214,746 206,260 

External transfers 0 
 

0 

Actuarial gain (loss) during the year -10,035,949 
 

-1,008,822 

Present value of the obligation – 31 December -52,702,088 -39,809,902 
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NOTE 4: ACCOUNTING PRINCIPLES 

 
Basis of preparation 

 
In accordance with Article 10 of the Pension Fund Regulations (Commission Decision No. 102), the Pension Fund Accounts have been prepared in 
accordance with the International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB). More 
specifically, the accounts of the Pension Fund are established applying the requirements of IAS 26 “Accounting and Reporting by Retirement Benefit 
Plans”. 
 
Unit of account 

 

The unit of account is the €. All contributions are paid in €. All pensions paid are recorded in € in the Fund’s accounts. 

 
Foreign currency transactions (if any) are recorded at the exchange rate prevailing on the date of the transactions. Assets and liabilities 
denominated in foreign currencies (if any) are translated at the exchange rate on the date of the Balance Sheet as published by the ECB. 
 
Investments in securities 
 
Investments in securities are recorded at fair value. The fair value of investments that are actively traded in organised financial markets is 
determined by reference to quoted market bid prices at the close of business on the financial position date. For investments where there is no 
active market, fair value is determined using valuation techniques. Such techniques include discounted cash flow analysis or other valuation 
models. 
 
Realised and unrealised gains or losses are recognised directly in statement of changes in net assets available for benefits as ‘investment income’. 
 
Dividends earned on investments are recognised in the statement of changes in net assets available for benefits as ‘investment income’ when the 
right of payment has been established. 
 
Defined Benefits Obligation 
 
The Organisation operates a Defined Benefit pension plan that requires contributions to be paid to a separately administrated bank account within 
the Organisation. However, as this bank account is not legally separated from the Agency, the plan is considered as unfunded.  
 
The cost of providing benefits under the defined benefit plan is determined using the projected unit credit method. 
 
The Agency actuary consultant performs valuations of the Defined Benefits Obligation. Actuarial gains and losses are recognised directly in the 
statement of changes in the present value of the defined benefits obligation when incurred. An actuarial valuation using the Accumulated Benefits 
Obligation Method is presented in Note 10. 
 
The past service cost is recognised as an expense on a straight line basis over the average period until the benefits become vested. If the benefits 
are already vested immediately following the introduction of, or changes to, a pension plan, past service cost is recognised immediately. The 
defined benefit liability comprises the present value of the defined benefit obligation using a discount rate based on high quality corporate bonds 
less past service cost not yet recognised. 
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NOTE 5: INVESTMENTS IN SECURITIES 

 

The following tables show the valuation of the investments of the Fund in securities by sub-account as at 31.12.2019: 

 
Value of investments 

 
Table 1a: Sub-account PBO: Statement of investments as at 31.12.2019 compared to 31.12.2018 (in €) 
 

Fund name 
Number of units 

at 31.12.2019 
Number of units 

at 31.12.2018 

Last published Net 
Asset Value (NAV) at 

31.12.2019 (€) 

Market value  
as at 31.12.2019 

(€) 

Market value  
as at 31.12.2018 

(€) 

BNP Paribas Securities Services (Custodian)19  - - - 91,723,502 75,519,199 

Vanguard Global Bond Index Fund- 
Institutional Euro Hedged Shares 310,166.30 0 106.643800 33,077,313 0 

Vanguard Global Stock Index Fund –  
Institutional Euro Hedged Shares 

5,295,534.19 5,274,270.98 21.697900 114,901,971 91,917,358 

State Street Emerging Market SRI 2,002,278.2661 1,924,602.9783 12.124889 24,277,401 19,625,403 

BlackRock Emerging Markets ISF USD Flex 2,054,102.68 2,054,102.68 15.643627 32,133,617 26,630,175 

AXA Infrastructure Fund III 180,288.00 282,240.00 7.863279 
 

1,417,655 3,413,920 

Macquarie European Infrastructure Fund 4 452,889.21 487,534.12 16.801751 7,609,332 8,021,072 

First State Infrastructure 5,665,728.40 5,665,728.40 1.545100 8,754,117 9,620,407 

Meridiam Infrastructure Europe II 312,962.41 302,003.73 34.174186 10,695,236 9,698,265 

Vanguard Euro Government Bond Index Fund – 
Institutional Euro Shares 

181,576.00 221,273.61 237.622300 43,146,507 49,497,181 

KBC Bonds Inflation-Linked Bonds Fund 351,000.00 375,748.00 156.050000 54,773,550 55,114,717 

KBC SRI Corporation Bonds I CAP 17,313.00 17,313.00 1,090.300000 18,876,364 17,875,673 

Vanguard Euro Investment Grade Bond Index Fund – 
Institutional Euro Shares 

333,385.91 374,922.06 225.399900 75,145,151 80,334,625 

BlueBay Emerging Market Select Bond Fund – I Shares 186,493.636 185,129.076 140.240000 26,153,868 23,620,619 

UBS Emerging Economies Global Bonds Fund 235,580.5180           235,580.518 123.300000 29,047,078 25,697,123 

Petercam Sustainable L Bonds Emerg. Mkts 103,558.194 100,354.551 139.470000 14,443,261 12,532,276 

UBS (Lux) Real Estate – Euro Core Fund – Euro Zone 196,691.452 321,242.572 123.300000 1,992,878 2,924,271 

LaSalle Encore Plus FCP 44,834,379.159 39,599,855.287 0.968416 43,418,330 36,852,972 

Petercam IAM Real Estate Europe Fund 107,754.868 109,704.516 323.592211 34,868,643 27,377,217 

KBC SRI Euro Equities 3,753.00 3,125.00 3,381.520000 12,690,844 8,225,406 

Candriam 13,077.8690 13,077.8690 1,162.050000 15,197,137 12,039,879 

Sub-total PBO    694,343,755 596,537,756 

 
 
 
 

                                                
19 The investments in this fund are expressed solely in terms of the monetary value of the total amount invested and not the value of individual shares. 
In 2019, €84,326 was withdrawn from this fund and reinvested in the KBC SRI Euro Equities fund. 
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Table 1b: Sub-account Future Services: Statement of investments as at 31.12.2019 compared to 31.12.2018 (in €) 
 

Fund name 
Number of units 

at 31.12.2019 
Number of units 

at 31.12.2018 

Last published Net 
Asset Value (NAV) at 

31.12.2019 (€) 

Market value  
as at 31.12.2019 

(€) 

Market value  
as at 31.12.2018 

(€) 

BNP Paribas Securities Services (Custodian)20  - - - 126,806,805            104,361,061 

Vanguard Global Bond Index Fund- 
Institutional Euro Hedged Shares 

654,247.48 0 106.643800 69,771,437 0 

Vanguard Global Stock Index Fund –  
Institutional Euro Hedged Shares 

7,376,273.90 7,346,848.98 21.697900 160,049,653 128,037,211 

State Street Emerging Market SRI 3,058,756.0472 2,950,883.7018 12.124889 37,087,077 30,090,509 

BlackRock Emerging Markets ISF USD Flex 2,915,969.83 2,915,969.83 15.643627 45,616,345 37,803,751 

AXA Infrastructure Fund III 263,671.20 412,776.00 7.863279 2,073,320 4,992,858 

Macquarie European Infrastructure Fund 4 662,350.47 713,018.65 16.801751 11,128,648 11,730,817 

First State Infrastructure 8,286,128.78 8,286,128.78 1.545100 12,802,898 14,069,847 

Meridiam Infrastructure Europe II 461,619.55 445,455.48 34.174186 15,775,472 14,304,941 

Vanguard Euro Government Bond Index Fund – 
Institutional Euro Shares 

209,204.38 302,626.38 237.622300 49,711,626 67,695,161 

KBC Bonds Inflation-Linked Bonds Fund 493,450.00 556,471.00 156.050000 77,002,873 81,623,166 

KBC SRI Corporation Bonds I CAP 25,296.00 25,296.00 1,090.300000 27,580,229 26,118,120 

Vanguard Euro Investment Grade Bond Index Fund – 
Institutional Euro Shares 432,464.53 512,295.35 225.399900 97,477,462 109,769,627 

BlueBay Emerging Market Select Bond Fund – I Shares 274,208.259 272,201.898 140.240000 38,454,967 34,730,240 

BlueBay Emerging Market Select Bond Fund – B 
Shares 

4,545.101 4,510.079 110.350000 501,551 452,992 

UBS Emerging Economies Global Bonds Fund 331,526.6300 331,526.63 123.300000 40,877,233 36,162,925 

Petercam Sustainable L Bonds Emerg. Mkts 156,863.191 152,439.847 139.470000 21,877,709 19,036,688 

UBS (Lux) Real Estate – Euro Core Fund – Euro Zone 303,456.945 495,615.275 123.300000 3,074,626 4,511,586 

LaSalle Encore Plus FCP 64,183,351.317 56,311,670.536 0.968416 62,156,184 52,405,555 

Petercam IAM Real Estate Europe Fund 140,822.736 143,909.031 323.592211 45,569,135 35,913,087 

KBC SRI Euro Equities 5,355.00 4355.00 3,381.520000 18,108,040 11,462,926 

Candriam 18,395.2960 18,395.2960 1,162.050000 21,376,254 16,935,261 

Sub-total Futures Services    984,879,544 842,208,329 

 
 
 
 
 
 
 
 
 
 
                                                
20 The investments in this fund are expressed solely in terms of the monetary value of the total amount invested and not the value of individual shares. 
In 2019, € 3,132,009 was withdrawn from this fund and reinvested in the KBC SRI Euro Equities fund. 
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Table 1c: Sub-account ATC: Statement of investments as at 31.12.2019 compared to 31.12.2018 (in €) 

 

Fund name 
Number of 

units at 
31.12.2019 

Number of units 
at 31.12.2018 

Last published Net 
Asset Value (NAV) at 

31.12.2019 (€) 

Market value  
as at 31.12.2019 

(€) 

Market value  
as at 31.12.2018 

(€) 

BNP Paribas Securities Services (Custodian)21  - - - 2,764,181 2,274,900 

Vanguard Global Bond Index Fund- 
Institutional Euro Hedged Shares 

11,236.42 0 106.643800 1,198,295 0 

Vanguard Global Stock Index Fund –  
Institutional Euro Hedged Shares 

135,051.53 134,473.23 17.4275 2,930,335 2,343,532 

State Street Emerging Market SRI 63,512.9266 61,272.8564                          10.197118 770,087 624,807 

BlackRock Emerging Markets ISF USD Flex 64,701.47 64,701.47 12.964384 1,012,166 838,815 

AXA Infrastructure Fund III 6,760.80 10,584.00                     12.09580499 53,162 128,022 

Macquarie European Infrastructure Fund 4 16,983.34 18,282.53 16.4523287 285,350 300,790 

First State Infrastructure 212,464.82 212,464.82 1.6980 328,279 360,765 

Meridiam Infrastructure Europe II 7,824.06 7,550.09 32.113064 267,381 242,457 

Vanguard Euro Government Bond Index Fund – 
Institutional Euro Shares 

4,629.09 6,084.54 223.6922 1,099,975 1,361,064 

KBC Bonds Inflation-Linked Bonds Fund 11,165.00 12,089.00 146.6800 1,742,298 1,773,215 

KBC SRI Corporation Bonds I CAP 524.00 524.00 1,032.50 571,317 541,030 

Vanguard Euro Investment Grade Bond Index Fund – 
Institutional Euro Shares 

9,500.98 10,811.69 214.2702 2,141,520 2,316,623 

BlueBay Emerging Market Select Bond Fund – B Shares 7,769.629 7,709.759 100.44 857,379 774,368 

UBS Emerging Economies Global Bonds Fund 7,197.2460 7,197.2460 109.08 887,420 785,076 

Petercam Sustainable L Bonds Emerg. Mkts 3,747.563 3,654.928 124.88 522,673 456,427 

UBS (Lux) Real Estate – Euro Core Fund – Euro Zone 6,177.555 10,089.375 9.103 62,591 91,844 

LaSalle Encore Plus FCP 1,541,056.348 1,355,166.519 0.930634 1,492,384 1,261,164 

Petercam IAM Real Estate Europe Fund 3,124.259 3,164.021 249.55410696 1,010,984 789,593 

KBC SRI Euro Equities 138.00 111.00 2,632.13 466,650 292,166 

Candriam 402.6430 402.6430 920.63 467,890 370,685 

Sub-total ATC    20,932,317 17,927,343 

 
TOTAL SECURITIES    1,700,155,616 1,456,673,428    

 
 

                                                
21 The investments in this fund are expressed solely in terms of the monetary value of the total amount invested and not the value of individual shares. 
In 2019, € 88,533 was withdrawn from this fund and reinvested in the KBC SRI Euro Equities fund. 
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NOTE 6: CASH & SHORT TERM DEPOSITS 
 
Cash & short term deposits are broken down into short term deposits and cash on current bank accounts. At the end of the year the level was higher 
than at the end of 2018, mainly due to: 
 
 the prospect of the infrastructure fund managers calling up capital, given that the capital still to be called up stands at € 5,219,458. 

 the need to keep a prudent investment approach given several large uncertainties in financial markets during 2019. 
 
Table 2: Cash & short term deposits (in €) 

 

Category 2019 2018 

Cash and deposit 121,336,689 97,016,195 

TOTAL 121,336,689 97,016,195 

 
 
NOTE 7: ACCRUED INCOME 

 
Accrued income represents interest on deposits and current accounts to be received in 2020 in relation to deposits made in 2019, as well as 
dividends and rebates on management fees to be received from asset managers in 2020 in relation to amounts invested in 2019. 

 
NOTE 8: ACCOUNTS PAYABLE / RECEIVABLE 
 
8.1 INTER SUB-ACCOUNTS 
 
The receivables and debts between sub-accounts are largely related to end of year operations for which the compensation between sub-accounts 
were not done at end-year. A transfer will therefore be made to the future services bank account in respect of the following:  
 
Table 3a: Intersub accounts (in €) 
 

 2019 2018 

PBO accounts payable to other sub-accounts -96,560 -4,547 

FS accounts receivable from other sub-accounts 103,189 18,512 

ATC accounts receivable to other sub-accounts -6,629 -13,964 

 
 
8.2 ACCOUNTS RECEIVABLE 
 
There was no accounts receivable at the end of year 2019. 
 
Table 3b: Accounts receivable (in €) 
 

Category 2019 2018 

Short-term receivable from UBS Emerging Economies Global 
Bonds Fund 

0 0 

Short-term receivable from Agency Budget 942 0 

TOTAL 942 0 
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8.3  ACCOUNTS PAYABLE 
 
Table 3c: Short-term debts (in €) 
 

Category 2019 2018 

Short-term payable to the Agency Budget 0 0 

TOTAL 0 0 

 
 
 
NOTE 9: ACTUARIAL VALUATION OF THE DEFINED BENEFITS OBLIGATION 

 
The actuary has evaluated the DBO based on financial and demographic assumptions and on the plan’s characteristics using the Projected Unit 
Credit Method. The principal financial and actuarial assumptions used are disclosed in the following table: 

 
Table 4: Financial Assumptions 

 
Valuation Date 31.12.2019 31.12.2018 

Discount rate 1.05% 1.90% 

Salary increase 
Rate of salary increases due to 

grade or step changes in addition 
to inflation 

Rate of salary increases due to 
grade or step changes in addition 

to inflation 

Inflation 1.70% 1.80% 

Cost of living adjustment22  
On an individual basis depending 
on the nationality or the country 

of residence 

On an individual basis depending 
on the nationality or the country 

of residence 

Invalidity assignment rate 0.4258% 0.4092% 

Mortality tables ICSLT 2018  Static ICSLT 2018 Static 

Salary scale 01.07.2019 01.07.2018 

 
In the actuarial study at 31.12.2019, the rate used for discounting the liabilities of the Fund is based on their duration of 21.7 years and reflects the 
rate for high-quality corporate EUR bonds of this duration. As at 31.12.2019 this rate amounted to 1.05%, compared to 1.90% as at 31.12.2018. 
The graphic below shows the yield curve of AA corporate bonds as at 31.12.2018 and 31.12.2019, the latter being significantly lower. 

                                                
22 When applicable. 
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9.1 DBO for retirement pensions 

 
The amount of € 4,522,893,628 represents the present value of future retirement benefits as at 31.12.2019 for pensions taken as from 01.01.2005, 
i.e. by staff who have retired since 01.01.2005, and by staff who at 31.12.2019 were either active, in receipt of an invalidity allowance, on unpaid 
leave or were no longer working for EUROCONTROL but were entitled to a deferred pension. This amount is broken down as follows per sub-account. 

 
Table 5: Defined Benefits Obligation for retirement pensions at 31.12.2019 and 31.12.2018 (in €) 

 
Sub-account 2019 2018 

PBO 1,853,149,245 1,575,632,912 

Future Services 2,617,042,295   1,947,862,902 

ATC 52,702,088 39,809,902 

TOTAL 4,522,893,628   3,563,305,716 

 
 
9.2 DBO for existing invalidity allowances 

 
The amount of € 38,421,081 represents the present value of future invalidity allowances as at 31.12.2019 to be paid to staff recognised invalid 
between 01.01.2005 and 31.12.2019, until they reach the retirement age and benefit from a retirement pension. This amount is broken down as 
follows per sub-account.  

 

Table 6: Defined Benefits Obligation for invalidity allowances paid to staff at 31.12.2019 and 31.12.2018 (in €) 
 

Sub-account 2019 2018 

Future Services 38,421,081 34,178,416 

TOTAL 38,421,081 34,178,416 
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9.3 Total DBO  

 
The total DBO financed by the Pension Fund is the sum of the DBO for future retirement pensions, future invalidity allowances to existing invalids 
and possible future invalidity allowances to active staff. It is broken down as follows per sub-account. 
 
Table 7: Total Defined Benefits Obligation financed by the Pension Fund at 31.12.2019 and 31.12.2018 (in €) 

 

Sub-account 2019 2018 

PBO  1,853,149,245    1,575,632,912 

Future Services  2,655,463,376    1,982,041,319 

ATC  52,702,088    39,809,902 

TOTAL  4,561,314,709    3,597,484,133 

 
The main reasons for the variations observed between the 2018 DBO and the 2019 DBO (overall increase of M€ +963.8) are the following (also 
summarised in Table 8 below): 
 
Interest cost 
 
The interest cost is the increase during a period in the present value of the DBO which arises because the benefits are one period closer to settlement. 
In 2019, this cost produced an increase in the DBO of M€ +70.1, largely concerning the PBO sub-account (M€ +29.6) and the Future Services sub-
account (M€ +39.7). 
 
Current service cost 
 
The current service cost represents the increase in the present value of the DBO because of rights acquired by staff during the reporting period. In 
2019 the current service cost increased the DBO by M€ +118.7. The increase is mainly in the Future Services sub-account, with an impact of M€ 
+116.4. 
 
Settlement of benefits 
 

Benefits paid in 2019 reduced the DBO by M€ -52.8 with an impact mainly on the PBO sub-account (M€ -34.8) and on the Future Services sub-

account (M€ -17.7). 
 
Transfers from other pension plans 
 
The transfers of pension rights from other schemes (M€ 1.57 received in 2019) contributed to an increase in the DBO of M€ +4.8 (see Note 15). 
 
Actuarial gains and losses 
 
The actuarial gains and losses correspond to the change in the obligation due either to a reality that differs from the assumptions (e.g. pensioners 
live longer or less long than assumed in the mortality tables, salaries and pensions increase more or less than assumed, etc.), or to changes in the 
assumptions compared to the previous year. At 31.12.2019, the DBO is higher than the expected DBO at end 2019, due to an actuarial loss of M€ 
822.9 mainly explained by the following five factors: 
  
1. Changes in the discount rate 
 

The rate used to discount the post-employment benefit obligations decreased from 1.90% at 31.12.2018 to 1.05% at 31.12.2019 which results 
in an increase of the DBO of M€ +759.6. 
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2. Gains and losses due to experience 
 
The changes in other assumptions lead to an increase of the DBO by M€ +114.3. The main driver for this increase relates to the amendments to the 
General Conditions of Employment approved by the MUAC States, increasing the DBO of M€ +70. 
 
3. Changes in the cost of living adjustment assumption 

  
The change in the cost of living adjustment assumption(using since 2018 an individual probability to reside in a country, applied on the individual 
DBO instead of an average based on the headcounts), accounts for an increase of the DBO of  M€ +30.8. 
 
4. Changes in retirement age  
 
The change in the average retirement age assumption based on experience and the 2018 modelling of potential complementary rights for officials 
remaining in service after their normal retirement age, leads to a DBO decrease of M€ -4.7. 
 
5. Changes in the inflation rate 
 
The decrease of the inflation rate from 1.80% to 1.70% will induce that the yearly increase of salaries and pensions will be lower compared to last 
year’s assumption, which implies a reduction of the DBO for all sub-accounts (M€ -77.4). 

 
Table 8: Factors explaining the evolution of the DBO from 31.12.2018 to 31.12.2019 (in €) 
 

  
PBO 

SUB-ACCOUNT 
FUTURE SERVICES 

SUB-ACCOUNT 
ATC  

SUB-ACCOUNT 
TOTAL 

DBO AS AT 31.12.2018  1,575,632,912     1,982,041,319     39,809,902     3,597,484,133    

INTEREST COST  29,629,749     39,701,388     798,026     70,129,163    

SERVICE COST  -       116,422,466     2,272,956     118,695,423    

BENEFITS PAID -34,845,289    -17,736,722    -214,746    -52,796,757    

EXPECTED DBO AS AT  31.12.2019  1,570,417,372     2,120,428,451     42,666,139     3,733,511,962    

TRANSFERS FROM OTHER SCHEMES  581,407     4,223,647     -       4,805,054    

CHANGE IN RETIREMENT AGE -2,179,042    -2,555,848    -2,373    -4,737,263    * 

CHANGE IN THE MORTALITY ASSUMPTION  -       -       -       -      * 

CHANGE IN DISCOUNT RATE (1.05% INSTEAD OF 1.90%)  263,180,851     485,368,502     11,064,960     759,614,312    * 

CHANGE IN INFLATION RATE (1.7% INSTEAD OF 1.8%) -27,207,905    -49,057,014    -1,114,569    -77,379,489    * 

CHANGES TO COST-OF-LIVING ADJUSTMENT   14,777,245     15,638,579     338,396     30,754,221    * 

CHANGES IN OTHER ASSUMPTIONS -61,114     474,707     22,618     436,212    * 

GAINS/LOSSES DUE TO EXPERIENCE  33,640,431     80,942,352    -273,083     114,309,700    * 

DBO AS AT 31.12.2019  1,853,149,245     2,655,463,377     52,702,088     4,561,314,709    

 
As a recap, the total increase in the DBO in 2019 amounted to M€ 963.8 (M€4,561.3 minus M€3,597.4). The actuarial loss amounted to M€ 822.9 (*). 
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To note that there is no change in the mortality assumptions as the same mortality table (International Civil Servant Life Table ICSLT-2018 
published by the OECD in early 2019) was used at 31.12.2019 (see also Table 4 above). The Life Table has been applied in a static approach. For 
transparency purposes, would the ICSLT-2018 be used in a prospective manner, it would result in an additional increase of the BDO of M€ +354.1, 
which can be considered as the maximum exposure to longevity risk. 
 
Sensitivity of the DBO to a change in the discount rate 
 
Empirically it was verified that a -0.50% reduction in the discount rate causes a mechanic increase in the DBO of around +12%.   
 
Sensitivity of the DBO to a change in the mortality 
 
An increase of +1 year in the life expectancy leads to an increase of around +4% of the DBO. 
 
 
 
NOTE 10: ACCUMULATED BENEFITS OBLIGATION 

 
The Accumulated Benefits Obligation represents the actuarial present value of benefits allocated using the pension benefits formula to employee 
services provided before a specified date, and based on the employee services and compensation prior to that date. The Accumulated Benefits 
Obligation differs from the Projected Benefits Obligation in that it does not include assumptions about future compensation levels. 

 
Table 9: Comparison Accumulated Benefits Obligation 2019 and 2018 (in €) 

 

Sub-account 
ACCUMULATED  

BENEFITS OBLIGATION 31.12.2019 
ACCUMULATED  

BENEFITS OBLIGATION 31.12.2018 

PBO  1,340,468,014    1,131,617,475    

Future Services  1,647,230,224    1,227,387,789    

ATC  32,898,757    24,479,825    

TOTAL  3,020,596,995    2,383,485,089       

 
 
Table 10: Comparison Accumulated Benefits Obligation 2019 and (Projected) Defined Benefits Obligation 2019 (in €) 
 

Sub-account ACCUMULATED  
BENEFITS OBLIGATION 31.12.2019 

PROJECTED DEFINED 
BENEFITS OBLIGATION 31.12.2019 

PBO  1,340,468,014     1,853,149,245    

Future Services  1,647,230,224     2,655,463,377    

ATC  32,898,757     52,702,088    

TOTAL  3,020,596,995     4,561,314,709    
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NOTE 11: DEFICIT 

Table 11 shows a breakdown of the total deficit per sub-account and is followed by an explanation of how the deficits are expected to be covered. 

Table 11: Breakdown of the deficit by sub-account (in €) 

 
Sub-account 2019 2018 

PBO 1,155,156,353 974,047,389 

Future Services 1,553,297,100 1,047,688,268 

ATC 30,400,958 21,081,589 

TOTAL 2,738,854,411 2,042,817,245 

Under Article 83 of the Staff Regulations, the Member States jointly guarantee the payment of pensions. 

PBO 

When the Pension Fund was set up, the Member States committed to reconstitute the PBO assets by 20 annual instalments (the PBO contributions 
from 2005 to 2024 and to revise the amount of contributions on the basis of the results of actuarial studies. The 2006 actuarial study demonstrated 
that the level of PBO contributions was not sufficient.  

As a first step, the Permanent Commission approved an annual increase in PBO contributions of 1.2% as from 2007. The Member States’ 
commitment was further revised in December 2011 to allow an adjustment of the number of instalments (and not only their amount and extend 
them beyond 2024 if needed, until the PBO account is in balance). 

Pursuant to EUROCONTROL Commission Measure No. 11/179, dated 07.12.2011, it was decided that: 

"The past service liabilities, as fixed at 1 January 2005 relating to the services of staff in post at that date, shall represent the legal commitment of the 
Organisation and shall be paid into the Eurocontrol Pension Fund by Member States in the form of yearly instalments as from 1 January 2005. The 
amount and/or the number of yearly instalments shall be annually updated in accordance with the results of the actuarial studies.”  

The Permanent Commission decided to keep the 2015 PBO contributions at their 2014 level (with an annual indexation of 1.2% as applicable since 
2007) and expressed a preference for an extension in the number of instalments beyond 2024. 

In its Measure No. 11/179 dated 07.12.2011, the Permanent Commission also approved the allocation of unused budgetary credits from Part I of 
the Agency Budget to the PBO account for the period 2011-2014, subject to consultation of the Standing Committee on Finance. This contributed 
to a reduction in the under-financing of the PBO account (see Note 13). 

In its Measure No. 14/201 dated 05.12.2014, the Permanent Commission extended the allocation period of unused budgetary credits from Parts I 
and IX. These credits may be used in full or in part for the benefit of the past services liabilities obligation (as a special contribution to the PBO 
account, after consultation of the Standing Committee on Finance, for the budgets executed during the period 2015-2019.  

As at 31.12.2019, the commitment by the Member States to the PBO was calculated according to the actuarial method prescribed by IAS 19 and 
the result is shown in Table 12. 

Table 12: Member States commitment to reconstitute the PBO sub-account 2019 and 2018 (in €) 

 
 2019 2018 

Total benefit obligation relating to the PBO sub-account 1,853,149,245    1,575,632,912 

Fair value of assets relating to the PBO sub-account -697,992,892 -601,585,523 

Commitment of Member States to PBO 1,155,156,353 974,047,389 
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Future Services and ATC 

 
The deficit is explained by the use of the Projected Unit Credit method to calculate the DBO, which is a (projected) Defined Benefits Obligation 
based on career progression assumptions, while the assets reflect the contributions accumulated based on past salaries and make no assumptions 
about future return on assets and future increases in contributions due to career progression. Reference is made to Note 10, presenting the 
Accumulated Benefits Obligation and comparing it to the (projected) Defined Benefits Obligation, and to Note 12, showing the funding ratio based 
on the Accumulated Benefits Obligation instead of the (projected) Defined Benefits Obligation.  
 
The deficit under the Projected Credit Unit method will be funded via the future employer and employee contributions and the expected return on 
investments.  

 
 
NOTE 12: FUNDING RATIO 

 
The funding ratio expresses the relationship between the net assets available for benefits and the actuarial present value of promised benefits. 
Table 13 sets out the funding ratio on the basis of the (projected) Defined Benefits Obligation while Table 14 sets out the funding ratio based on 
the Accumulated Benefits Obligation. It is worth noting that the funding ratios based on the Accumulated Benefits Obligation method are higher 
than those based on the Defined Benefits Obligation. Similarly, it is worth noting that under the Accumulated Benefits Obligation the funding 
ratios for the Future Services and ATC sub-accounts are significantly larger than for the PBO sub-account. The assets of the PBO sub-account are 
built up progressively over time until an actuarial balance is reached, hence the present under-funding. 

 
Table 13: Funding ratio based on Projected Defined Benefits Obligation (in €) 

 

Sub-account 
ASSETS 

31.12.2019 
DEFINED BENEFITS 

OBLIGATION 31.12.2019 
FUNDING  

RATIO 2019 
FUNDING 

 RATIO 2018 

PBO 697,992,892  1,853,149,245    38% 38% 

Future Services 1,102,166,276  2,655,463,377    42% 47% 

ATC 22,301,130  52,702,088    42% 47% 

TOTAL 1,822,460,298 4,561,314,709       40% 43% 

 

 
Table 14: Funding ratio based on Accumulated Benefits Obligation (in €) 

 

Sub-account 
ASSETS 

31.12.2019 
ACCUMULATED BENEFITS 
OBLIGATION 31.12.2019 

FUNDING 
RATIO 2019 

FUNDING 
RATIO 2018 

PBO 697,992,892 1,340,468,014 52% 53% 

Future Services 1,102,166,276 1,647,230,224 67% 76% 

ATC 22,301,130 32,898,757 68% 77% 

TOTAL 1,822,460,298 3,020,596,995       60% 65% 
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NOTE 13: CONTRIBUTIONS TO THE PLAN 

 
In 2019, contributions were made up of the following elements: 

 
1. Member States annual instalment and contributions 
 
At its 26th Session in November 2006, the Provisional Council agreed to the recommendation of the Pension Fund Supervisory Board to increase 
the annual PBO contributions of all Member States by 1.2% per year. The annual instalment for 2019 for the PBO sub-account was therefore set at 
€ 39.684.000 as approved in Permanent Commission Measure No. 18/236, dated 29.11.2018. 

 
The Agency contribution rate to the Future Services and ATC sub-accounts was previously set at 17% of the basic salary. However, as from 
01.01.2019, the Agency contribution rate was raised to 17.5%. 

 
In total, the Member States contributed an amount of € 77,702,572 in 2019; this amount is broken down by sub-account in Table 15. 

 
Table 15: Member States/Agency contributions (in €) 

 

Sub-account 2019 2018 

PBO annual instalment 39,684,000 39,213,000 

Transfer of unused budgetary credits 0 0 

Total PBO  39,684,000 39,213,000 

Future Services 37,292,119 35,426,944 

ATC 726,453 677,495 

TOTAL 77,702,572 75,317,439 

 
 
2. Staff contributions 
 
In 2019, the employee contribution rate to the Future Services and ATC sub-accounts was set at 8.75% of the basic salary.  
 
An amount of € 18,922,056 was deducted from staff remuneration in 2019 and transferred to the Pension Fund, as detailed in Table 16. 
 
Table 16: Staff contributions (in €) 

 
Sub-account 2019 2018 

Future Services 18,561,174 17,602,832 

ATC 360,881 335,507 

TOTAL 18,922,055 17,938,339 
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NOTE 14: PERFORMANCE OF INVESTMENTS 
 
Table 17 compares the investment result in 2019 and the investment result in 2018. 
 
Table 17: Investment result (in €) 
 

Sub-account INVESTMENT GAIN/LOSS 2019 INVESTMENT GAIN/LOSS 2018 

PBO  91,400,548    -28,592,716 

Future Services  128,228,780    -39,852,506 

ATC  2,700,228    -801,223 

TOTAL  222,389,556    -69,246,445 

 
In 2019, investments posted a positive return of € 222,389,556. This represents a return of +14.15% compared to -4.47% in 2018. 
 
Tables 17a and 17b below present a breakdown of the investment return in 2019 and 2018 per investment type and per sub-account. 

 
Table 17a: Split of investment result per investment category and sub-account in 2019 (in €) 
 

Category PBO 
SUB-ACCOUNT 

FUTURE SERVICES  
SUB-ACCOUNT 

ATC 
SUB-ACCOUNT TOTAL 

Euro zone equities  19,183,830   26,559,606   592,892   46,336,328  

Global equities  22,815,512   31,780,624   581,794   55,177,930  

Emerging markets equities  12,585,064   18,257,887   395,232   31,238,183  

Infrastructure  1,012,727   1,491,035   28,056   2,531,818 

Euro government bonds  3,460,755   4,884,874   97,353   8,442,982  

Euro investment grade bonds  5,403,114   7,501,356   157,932   13,062,402  

Euro inflation-linked bonds  3,952,624   5,874,860   127,491   9,954,975  

Emerging markets bonds  7,617,198   11,111,859   247,642   18,976,699  

Global bonds  -317,099  -607,244  -11,505  -935,848 

Unlisted real estate  2,173,073   3,123,245   73,764   5,370,082  

Listed real estate  8,173,388   10,701,914   236,405   19,111,707  

Interest on cash deposits 0 0 0 0 
Rebates 1,139,715 1,633,835 35,220 2,808,770 
Dividends 6,962,151 9,948,239 226,872 17,137,262 
Unrecoverable debts 0 0 0 0 
TOTAL excluding costs 94,162,052 132,262,090 2,789,148 229,213,290 
Transaction costs -232 -249 -78 -559 
Management fees (gross) -2,761,271 -3,973,062 -88,842 -6,823,175 
TOTAL 91,400,549 128,288,779 2,700,228 222,389,556 
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Table 17b: Split of investment result per investment category and sub-account in 2018 (in €) 

 
 
NOTE 15: TRANSFERS FROM OTHER PLANS 

 
An amount of € 1,575,984 was transferred from other pension plans in 2019. Additional pension rights were granted to the relevant staff members 
in accordance with the Staff Regulations (Rule of Application No. 28), leading to a DBO increase of € 4,805,054.  
 
Tables 18a and 18b compare the amounts transferred from other schemes with the increase in the DBO in 2019 and 2018. 

 
Table 18a: Transfers from other plans in 2019 (in €) 

 

Sub-account 
AMOUNTS 

TRANSFERRED 
(A) 

ADDITIONAL 
 DBO 
(B) 

DIFFERENCE 

(A)-(B) 

PBO 168,109 581,407    -413,298 

Future Services 1,407,875 4,223,647    -2,815,772 

TOTAL 1,575,984 4,805,054    -3,229,070 

 
Table 18b: Transfers from other plans in 2018 (in €) 

 

Sub-account 

AMOUNTS 
TRANSFERRED 

(A) 

ADDITIONAL 
 DBO 
(B) 

DIFFERENCE 

(A)-(B) 

PBO 268,409 -72,695 341,104 

Future Services 3,843,979 6,774,376 -2,930,397 

TOTAL 4,112,388 6,701,682 -2,589,294 

 

Category 
PBO 

SUB-ACCOUNT 
FUTURE SERVICES  

SUB-ACCOUNT 
ATC 

SUB-ACCOUNT TOTAL 

Euro zone equities -13,981,613  -19,337,331  -423,879  -33,742,824  

Global equities -9,433,204  -13,144,367  -240,465  -22,818,036  

Emerging markets equities -7,612,187  -10,987,212  -235,103  -18,834,502  

Infrastructure  1,930,722   2,837,281   58,802   4,826,805  

Euro government bonds  476,158   652,630   13,394   1,142,182  

Euro investment grade bonds -666,350  -931,959  -19,541  -1,617,850  

Euro inflation-linked bonds -707,253  -1,014,870  -22,249  -1,744,372  

Emerging markets bonds -5,330,148  -7,788,755  -170,917  -13,289,819  

Unlisted real estate  1,361,854   1,944,177   46,157   3,352,188  

Listed real estate -1,863,823  -2,431,751  -52,831  -4,348,406  

Interest on cash deposits 0 0 0 0 
Rebates 1,100,544 1,576,690 33,439 2,710,673 
Dividends  8,665,051  12,411,806  293,197  21,370,054 

Unrecoverable Debts 0 -2,261 0 -2,261 
TOTAL excluding costs  -26,060,250  -36,215,923   -719,995   -62,996,167  
Transaction costs  -346   -497   -55   -898  

Management fees (gross)  -2,532,120   -3,636,086   -81,174   -6,249,380  

TOTAL -28,592,716  -39,852,506  -801,223  -69,246,445  
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NOTE 16: PAID BENEFITS 

 
Benefits paid in 2019 are made up of the following elements: 

 
Table 19: Split of benefits paid in 2019 compared to 2018 (in €) 
 

Type of benefit 2019 2018 

Retirement pensions  45,084,079 39,897,749 

Invalidity allowances  4,910,650  4,360,201 

Widow(er) pensions  2,102,076  1,927,232 

Orphan pensions  489,602  400,827 

Severance grant 210,350 1,293,262 

TOTAL 52,796,757 47,879,271 

 

Severance grants are lump sums paid to staff members leaving the Agency and not entitled to a retirement pension (less than 10 pensionable years 
of service within EUROCONTROL).  
 
NOTE 17: EVENTS AFTER THE REPORTING PERIOD (IAS 10) 

 
Evaluation of the assets of the Pension Fund are impacted by the Coronavirus (COVID-19) global outbreak at the time of preparing these Annual 
Accounts. 
 
The latest estimation of the value of the assets at 31.3.2020 shows a drop of some 213 M€, corresponding to circa -12% of the value of the fund as 
at 31.12.2019. The COVID-19 pandemic could also affect the various assumptions used to assess the liabilities (e.g. mortality tables, discount rate, 
etc.), however it is too early at this stage to quantify the impact. 
 
 
Prepared by the Fund Executive Officer (in accordance with Article 9 of the EUROCONTROL Pension Fund Regulations). 

 

G. NERO     

Fund Executive Officer 

 

 
 
Approved by the Pension Fund Supervisory Board (in accordance with Article 7 of the EUROCONTROL Pension Fund Regulations). 

 
F. DEL DONNO     

Chairman of the Supervisory Board 

 

Date: 27.05.2020 
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ANNEX: EXECUTIVE SUMMARY OF THE ACTUARY’S 
REPORT   
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