ILO-ITU Staff Health Insurance Fund

Report on the operations of the Fund in 2005






The present report is hereby submitted to
the executive heads of the ILO and the ITU
and to the insured persons, pursuant to
article 4.7.1(1) of the Regulations.

1. Composition of the Management
Committee in 2005

1.1. Pursuant to article 4.1 of the
Regulations, the Management Committee was
composed of the following titular (T) and
substitute (S) members. An asterisk (*) next to
the name indicates that this committee member
also served on the Standing Subcommittee
(established under article 4.7.2 of the
Regulations).

Representing insured persons

ILO

Mr. Philippe Egger * (T)

Ms. Mireille Ecuvillon (T)

Mr. J. Frangois Santarelli * (T)
Ms. Ursula Kulke (S)

Ms. Xenia Scheil-Adlung (S)
Ms. Irene Cross (S)

ITU

Mr. Jacques Bacaly * (T) — Chairperson
Mr. David Broadhurst (S)

Representing the Executive Heads

ILO

Ms. Keiko Kamioka (T) — Vice-Chairperson
Mr. Charles Agbavwe (T)

Ms. Chantal Pelvey (T) until 28 April 2005
Mr. Satoru Tabusa (T) as of 29 April 2005
Mr. Luca Bormioli (S) as of 29 April 2005
Mr. Tilmann Geckeler* (S)

Ms. Anne Drouin (S)

ITU

Mr. M. Rolland (T)
Ms. M. Wilson* (S)

2. Financial situation

2.1. Assets and liabilities

2.1.1. As at 31 December 2005, the Fund
had assets valued at US$37,862,137 and

liabilities of US$9,765,374, of which 96.2 per
cent is accrued liability for claims incurred but
not received (IBNR). More details on IBNR are
provided in section 2.5 of this report.

2.1.2. The Assets and liabilities statement
is attached as Annex L. It provides details on
assets, liabilities and the balance of the
Guarantee Fund at the end of 2005 together with
comparative figures for 2004.

2.2. Results of operating activities

The Income and expenditure statement is
attached as Annex II.

m  The first part of Annex II reflects the
Fund’s operating transactions. Total
contributions received in 2005 amounted to
US$31,850,691. Total benefits paid
in 2005 amounted to US$36,260,292. The
net operating  deficit  amounted  to
US$4,903,039. This deficit includes a
US$590,000 increase in accrued liability
claims incurred but not received (IBNR).

m  The second part of Annex II, under the
heading “Investment transactions”, reflects
the result of the Guarantee Fund
investments. In 2005, the Fund recorded a
net loss from investment transactions of
US$534,456 including losses on currency
trading of US$1,981,112. More details on
investment performance are provided in
section 2.3 of this report.

m  The year-end exchange rate of the Swiss
franc to the US dollar moved from 1.14 in
2004 to 1.31 in 2005, representing a
149 per cent variance. This had a
significant impact on the Fund’s 2005
financial result.

m  The net deficit of US$5,437,495 from
operating and investment activities was
compounded by a revaluation loss of
US$5,614,212, bringing the total net loss
for 2005 to US$11,051,707.

m  The average contribution per contributing
member (excluding voluntarily covered
dependants) in 2005 was US$4,694.74, up
3.14 per cent from US$4,551.88 in 2004.

m The average amount of benefits
paid per contributing member (excluding
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voluntarily covered dependants) was
US$5,394.37 in 2005, down 1.18 per cent
from US$5,458.66 in 2004.

2.3. Investments

2.3.1. Management of the SHIF’s
investment portfolio remained the sole
responsibility  of  Crédit  Suisse  Asset
Management Ltd. (CSAM) throughout 2005.

2.3.2. The portfolio is composed mainly of
medium- and long-term fixed income securities
and is 100 per cent hedged to the Swiss franc,
although investments are held in a variety of
currencies.

2.3.3. As at 31 December 2005, the book
value of the portfolio was US$35,545,537
(including US$538,836 of accrued interest),
whilst its market value was US$35,663,724.

m  The investment-base currency is the Swiss
franc although the accounting currency for
the Fund is the US dollar. The dollar figure
quoted for externally managed portfolios
therefore depends on the exchange
rates used to convert year-end balances
(USS$1 = CHF 1.31 at 31 December 2005).

m  Investment performance for the year 2005
based on market values and expressed in
Swiss francs was approximately 2.86 per
cent. Management fees charged were a
fixed percentage of the market value of the
portfolio, paid quarterly in arrears.

2.4. Guarantee Fund

2.4.1. Article 3.8 of the Regulations sets
the level of the Guarantee Fund at between one-
sixth (= six months) and one-half (= 18 months)
of Fund expenditure over the previous three
financial years.

m  The Guarantee Fund balance amounted to
US$28,096,763 at year-end 2005 compared
with US$39,148,470 at year-end 2004
(see Annex III). The level of the
Guarantee Fund at 31 December 2005
remains above the statutory minimum level
of US$17,201,393. At US$9,390,000,
accrued liability for claims incurred but not
received (IBNR) increased by US$590,000
over the 2004 figure.

Figure 1. SHIF Guarantee Fund) (US$ million)
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2.5. Accrued liability for claims incurred but
not received (IBNR)

2.5.1. Accrued liability for claims incurred
prior to or during 2005 but not received by
31 December appears under item 2 of liabilities
in the Assets and liabilities statement (Annex I)
as “Accrued liability for unsettled claims”.

2.5.2. The table hereunder provides details
concerning the accrued IBNR liability amount
shown in Annex I as “Accrued liability for
unsettled claims”. The method of IBNR
calculation was audited by the SHIF’s External
Auditors for the year 2004. This method
remained unchanged for the year 2005.

Figure 2. Summary of benefits paid in 2005 and 2006
for claims incurred in previous years

Insurance year Benefits paid in 2005 (US$)

Years prior to 2003 6514
2003 174 661
2004 8303 508
IBNR at year-end 2005 8484 683
(actual)

IBNR at year-end 2005 8800000
(forecast)

Variance actual IBNR 315 317
versus forecast

IBNR at year-end 2006 9387615
(forecast)

IBNR increase 587 615
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3. Trends in membership

3.1. Overall trend

3.1.1. The total number of persons insured
on 31 December 2005 (excluding voluntarily
covered dependants) was 12,681 compared with
12,442 on 31 December 2004.

Figure 3. Number of insured persons 1985-05
(excluding voluntarily covered dependants)
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3.1.2. This membership was composed of
6,351 contributing members and 6,330
automatically covered dependants (sce Annex V
for details). The percentage of distribution of
insured persons between the ILO and ITU was
respectively 76.7 per cent and 23.3 per cent. The
proportion of members who are retired persons
grew by one percentage point to 41.7 per cent of
all contributing members in 2005.

Figure 4. Composition of contributing
members (relative shares)
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3.2. Automatically covered dependants

3.2.1. The number of dependants stood at
6,330 in 2005 as against 6,204 in 2004. The
number of automatically covered dependants per
active contributing member was 1.32 in 2004
and 1.34 in 2005, whereas the 2005 figure for
retired contributing members was 0.52 versus a
2004 figure of 0.53.

3.3. Voluntarily covered dependants

3.3.1. The number of voluntarily covered
dependants was 704 at the end of 2005
compared with 740 at the end of 2004. The
704 total at year-end 2005 was composed of
110 spouses, 572 children and 22 parents and
parents-in-law.

3.3.2. A summary of the annual and
cumulative results of this group for the years
1997 to 2005 is set out in Annex IV. Under
article 3.5 of the Fund’s Regulations,
contribution rates in respect of voluntarily
covered dependants have to be set so as to make
this group self-supporting, with no contribution
being paid by the organizations for this category
of insured persons. The increase in the
contribution rates effective 1 July 2005
translated into a year-end ratio of benefits to
contributions of 98.3 per cent, a significant
improvement over the 2004 year-end ratio of
benefits to contributions of 108.9 per cent.

4. Benefits statistics

4.1. Trends in expenditure

4.1.1. The total benefits paid in 2005
amounted to US$36,260,292, up 0.98 per cent
from US$35,907,731 in 2004. Benefits paid in
reimbursement of costs incurred in Switzerland
represent almost two-thirds of the total, as
reflected in figure 5.
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Figure 5: Distribution by providing country for
reimbursements made in 2005
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In 2005 the benefits paid per contributing
member (excluding voluntarily covered
persons) amounted to US$5,394. The
benefits paid per insured person (excluding
voluntarily covered persons) amounted to
US$2,702.

The 2005 ratio of benefits to contributions
for the active staff category of insured
person was 78.3 per cent, versus 84.8 per
cent in 2004. That for the retirees’ category
was 162.2 per cent, versus 165.6 per cent
in 2004.

Medical care provided in hospitals was the
single largest item of expenditure,
accounting for 32.3 per cent of the 2005
total. Medication constituted the second
largest item of expenditure, accounting for
13.4 per cent of the total. The next largest
items of Fund expenditure were doctors’
fees and dental care, respectively
accounting for 13.4 per cent and 10.7 per
cent of the total.

The detailed expenditure items are
presented as per the Schedule of Benefits in
Annex VI. The amount of benefits paid
sorted according to the three major
categories of expenditure (inpatient care,
outpatient care and dental care) is
presented in figure 6. Figures for the year
ending 31 December 2005 confirm the
upward trend of expenditure for inpatient
care over the past five-year period.

The inpatient category comprises the
benefits for all types of institutional care.

This relates in particular to hospitalization
for treatment, examination or diagnosis,
nursing care, post-operative convalescence
and cures, including accommodation and
medical care.

The outpatient category comprises doctors’
fees, psychiatry and psychoanalysis, medical
imagery, laboratory tests, prescribed
medications and physiotherapy.

Figure 6. Relative share of costs by
major category (% of total)
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4.2. Supplementary benefits

4.2.1. Pursuant to article 2.5 of the
Regulations, the Fund pays supplementary
benefits to members who have incurred
expenditure above a US dollar threshold per
family per year. The amount of supplementary
benefits paid in 2005 was US$2,419,431
compared with US$2,357,505 in 2004.
Supplementary benefit expenditure in 2005
represented 6.6 per cent of total benefits paid in
2005, versus 6.5 per cent in 2004.

4.2.2. The level of supplementary benefit
expenditure is impacted by the exchange rate of
the US dollar against other currencies. A weak
US dollar makes it possible for a larger number
of insured persons to reach the USS$-based
threshold for supplementary benefits, whereas
that threshold will be reached by fewer insured
persons when the US dollar is strong.
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4.3. Maximum annual liability and most
expensive claims

4.3.1. At year-end 2005, 1,104 families
had submitted claims with approved medical
expenses totalling over US$10°000, compared
with 1,059 families in 2004. At 23, the number
of families submitting claims with approved
medical expenses exceeding US$100,000
remained level with the 2004 number.

4.3.2. In 2005, the Fund’s maximum
annual liability per family remained set at
US§150,000.

4.3.3. In 2005, the Fund’s maximum
annual liability per family was exceeded in four
cases, versus seven in 2004. The Management
Committee approved all expenditures in excess
of the Fund’s maximum annual liability per
family.

5. Administration

m  Fund secretariat — Mr. Clifford Kunstler
was recruited as Executive Secretary,
beginning 1 February 2005.

m  Medical Adviser — Based on a proposal
submitted by the secretariat and pursuant to
article 4.13 of the Fund’s Regulations, as
from 4 July 2005 the Management
Committee appointed Dr. S. Bossy as the
Fund’s Medical Adviser, in replacement of
Dr. J. Hardiman. Dr. Bossy was recruited
as an ILO external collaborator with the
prior approval of the Executive Heads of
the ILO and the ITU

m  Audit — In accordance with terms of
reference agreed in August 2005 and
pursuant to article 4.14 of the SHIF
Regulations, the United Kingdom National
Audit Office and the Swiss Federal Audit
Office, jointly appointed as the SHIF’s
External Auditors, carried out the audit for
the 2004 financial year.

The External Auditor’s opinion is as
follows:

In our opinion, except for the
corresponding figures relating to 2003, which
were un-audited and occurred prior to our

appointment as External Auditors in January
2006:

m These financial statements present fairly in
all material respects, the financial position
at 31 December 2004 and the results of
operations and cash flows for the period
then ended in accordance with the United
Nations System Accounting Standards and
the stated accounting policies of the Staff
Health Insurance Fund, set out in Part II of
the general notes to the financial statements;
and

m In all material respects the transactions of
the Fund, which we have tested as part of
our audit, have in all significant respects
been in accordance with the Regulations
and Administrative Rules of the Staff
Health Insurance Fund and legislative
authority.

The 2005 External Audit was not
completed at the time of publishing. The
figures included in the present report are
therefore un-audited.

Claims settlement — During the period
under review, the Fund’s claims processing
units continued to operate on a no-backlog
basis. The Fund’s Claims Adjusters
processed 47,687 claims (ILO, ITU and
TURIN combined) in 2005 totalling
142,932 invoices, up 6.2 per cent from
134,625 invoices examined in 2004.

IRIS implementation — The secretariat
was actively involved in the 2005 IRIS
deployment, in particular with respect
to the IRIS-HIIS interfacing. Following
IRIS implementation in March 2005,
adjustments to the initial mapping of
payment processing was required to ensure
timeliness.

Activities of the Management
Committee — The Management Committee
met eight times in 2005. It monitored the
functioning of the secretariat and the
Fund’s financial situation. The following
issues are worth highlighting in view of
their importance:

—  Financial equilibrium: The
Management Committee continued to
closely monitor the Fund’s financial
situation and examined a number of
measures to propose to the Members
and the Organizations in preparation
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for the 2008-09 and 2010-11 biennia.
As a result of operating deficits, to
pay claims, the SHIF began
liquidating Guarantee Fund assets in
2004 and continued doing so in 2005.
An increase in contribution rates
became effective 1 January 2006.
A further increase in contributions
is required from 1 January 2008
to ensure a balanced operating result
and reconstitute Guarantee
Fund reserves. The Management
Committee continued considering
the introduction of dependant
contributions as an alternative to an
increase in the contribution base rate.

Actuarial study: The Management
Committee commissioned a new
actuarial study to provide further
understanding of the SHIF’s financial
outlook to 2014 and of the impacts of
measures for implementation as from
the 2008-09 biennium aimed at re-
establishing the SHIF’s financial
equilibrium and strengthening
solvency reserves. The preliminary
findings of this actuarial study served
as a basis for the Management
Committee’s financial assessment of
measures under consideration for
achieving financial equilibrium.

Schedule of benefits: Supplementary
benefit thresholds were increased by
25 per cent from Ist January 2006.
The Management Committee also
undertook revision of Codes 6
(“Transport  Costs”)  and 1.7
(“Psychiatry,  Psychoanalysis  or
Psychotherapy”) of the Schedule of
Benefits.

voluntarily covered dependants were
reviewed. The Management Committee
decided to increase the contributions as
from 1 July 2005. Monthly
contributions were increased from
US$170 to US$190 for children, from
US$360 to US$400 for spouses and
from US$700 to US$1,000 for parents
and parents-in-law. The Management
Committee resolved to apply another
rate increase from 1 July 2006 should
the 2005 rate increase prove
insufficient to comply with article 3.5
of the Regulations.

— Agreements with health-care
providers (at headquarters): The
Fund’s secretariat continued to foster
cooperation with its counterparts at
CERN, UNOG and WHO i
negotiating with healthcare providers.
Agreement with Hopital de la Tour was
renewed for 2006 with improvements
over earlier agreements. The agreement
with Clinique Beaulieu, also up for
renewal, was renewed for the period
2006-07.

5.1. Activities of the Standing Subcommittee

Special cases: Special cases correspond to
situations which require interpretation of
the Regulations and Administrative Rules,
or which call for exceptions thereto, in
accordance with articles 1.7 or 2.2(3) of the
SHIF Regulations. They are studied by the
Standing Subcommittee, which reports to
the Management Committee. The Standing
Subcommittee met twice in 2005 and dealt
with 19 special cases.

Fraud: During the period under review, no
members were found to have submitted

—  Voluntarily covered dependants: fraudulent insurance claims
Contribution rates in respect of

Satoru Tabusa, Clifford Kunstler,
Chairperson. Executive Secretary.

Geneva, 6 November 2006.
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ANNEX |

ILO-ITU Staff Health Insurance Fund
Assets and Liabilities Statement as at 31 December 2005

(in US Dollars)

ASSETS

1. Cash

2. Debtors

3. Investments

LIABILITIES

1. Creditors

Term deposits

Advances and other Accounts Receivable

Held with CSAM

TOTAL

Prepaid contributions

Other creditors

2. Accrued liability for unsettled claims

TOTAL

EXCESS OF ASSETS OVER LIABILITIES

SHIF Guarantee Fund

Balance brought forward from previous year

Total Surplus/(Deficit) for the year

Balance of GUARANTEE FUND at 31 December 2005

ILO ITU Total 2005 | | Total 2004
1667509 443767| 2111276 199 497
199 614 5710 205 324 134 224

25 493 240( 10 052 297| 35545 537| | 48 290 888
27 360 363| 10 501 774| 37 862 137| | 48 624 609
354 821 - 354 821 322 590

19 456 1097 20 553 353 550
6724 800 2665200 9390000 | 8800000
7099 077| 2666297 9765374 | 9476140
20 261 286| 7835477 28096 763| | 39 148 470
27 804 337| 11 344 133| 39 148 470| | 36 157 194
(7 543 051)| (3 508 656)| (11 051 707)| | 2991275
20 261 286 7835477| 28096 763| | 39 148 470

THESE FIGURES ARE SUBJECT TO AUDIT
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ANNEX IT

ILO-ITU Staff Health Insurance Fund
Income and Expenditure Statement for the year ended 31 December 2005

(in US$)
OPERATING TRANSACTIONS ILO ITU Total 2005 Total 2004
1. Contributions Active Staff including Experts 6236 787 2232743 8 469 530 8 156 393
received Organizations 6 136 250 2 188 894 8325144 7 907 268
Retired/survivors 3206 580 1135134 4341714 4110 317
Organizations 6 409 626 2270 268 8679 894 8 220 633
Voluntary 1411797 622 612 2034 409 1704 414
TOTAL CONTRIBUTIONS 23 401 040 8 449 651 31 850 691 30 099 024
2. Benefits paid Active Staff including Experts 9183 630 3958 782 13 142 412 13 626 435
Retired/survivors 15 482 563 5634 644 21117 207 20424 717
Voluntary 1503 297 497 376 2000673 1856 579
TOTAL BENEFITS 26 169 490 10 090 802 36 260 292 35907 731
3. Net surplus/(deficit) in contributions income
over benefits paid (2 768 450) (1641 151) (4 409 601) (5808 707)
4. Increase/(decrease) in accrued liability for
unsettled claims 424 800 165 200 590 000 -
5. Exchange gains/(losses) 68 613 27 949 96 562 (129 966)
6. Net operating surplus/(deficit) (3 124 637) (1778 402) (4 903 039) (5938 673)
INVESTMENT TRANSACTIONS
7. Interest & other income received 1068 450 419 135 1487 585 1367 702
8. Capital gains/(losses) on investment sold 37077 14 416 51493 (280 357)
Sub-total 1105 527 433 551 1539 078 1087 345
9. Gains/(losses) on currency trading:
On purchase and sales (1096 532) (884 580) (1981 112) 2227 314
Sub-total (1,096 532) (884 580) (1981 112) 2227 314
Total investment income 8 995 (451 029) (442 034) 3314 659
10. Expenditure:
Investment management fees 65 926 25639 91 565 154 698
Sundry expenses 857 - 857 3783
Total investment expenditure 66 783 25 639 92 422 158 482
11. Net income/(loss) on investments (57 788) (476 668) (534 456) 3156 177
12. Net surplus/(deficit) (3 182 425) (2 255 070) (5 437 495) 2 782 495
13. Revaluation gain/(loss) on assets & liabilities (4 360 626) (1 253 586) (5614 212) 5773770
NET RESULT FOR THE YEAR (7 543 051) (3 508 656)| |(11 051 707) 2991 275

THESE FIGURES ARE SUBJECT TO AUDIT
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ANNEX IV

Voluntarily covered dependants (VCD): Summary of annual

and cumulative results 1997-2005

Personnes a charge volontairement protégées (PVP):
Récapitulation des résultats annuels et cumulatifs 1997-2005

Année / Nombre de Cotisations / Prestations Solde Résultats Prestations versées
Year PVP/ Contributions Benefits Operational Cumulatifs/ par dollar cotisé /
Number of VCD (US$) (US$) Balance Cumulative Benefit paid per

(US$) result dollar contributed

1997 551 980 454 818 123 162 331 162 331 0.83

1998 583 1072 319 865 139 207 180 369 511 0.81

1999 637 1086 552 957 017 129 535 499 046 0.88

2000 661 1145744 1301 601 (155 857) 343 189 1.13

2001 723 1249596 1320989 (71 395) 271794 1.05

2002 706 1315628 1391197 (75 569) 196 225 1.05

2003 736 1415079 1702492 (287 413) (91 188) 1.20

2004 740 1704 414 1856 579 (152 165) (243 353) 1.08

2005 704 2034409 2000673 33736 (209 617) 0.98
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