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RAFP oR ERAFP?

Article 76 of the 21 August 2003 pension reform law created 
a mandatory public service additional pension scheme – 
known as “Retraite Additionnelle de la Fonction Publique”, 
or RAFP – in the 18 June 2004 decree No. 2004-569. 

RAFP therefore generically describes the Scheme created 
through this law, but not the legal entity itself. 

ERAFP, or “Etablissement de Retraite Additionnelle de la 
Fonction Publique”, is the public-sector administrative entity 
charged with the Scheme’s management.

LEGAL REFERENCES

  Article 76 of the French pension reform law 2003-775  
of 21 August 2003

  Decree 2004-569 of 18 June 2004 on the French Public 
Service Additional Pension Scheme

  Statutory order of 26 November 2004 implementing 
Decree 2004-569 of 18 June 2004 on the French Public 
Service Additional Pension Scheme
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Due to the delays that arose in its renewal, 
the new Board of Directors did not begin to 
operate until towards the end of the year 
when tensions in the market were running 
very high. the recently created Board “Bu-
reau” will in this respect provide the conti-
nuity that was lacking previously and will 
facilitate eRAFP’s response when market 
tensions arise.

the new Board’s term of office has opened 
against a background of continuing crisis. 
the euro zone countries’ growing indebte-
dness, and indeed that of most developed 
countries, has left governments with no 
choice but to implement determined poli-
cies to bring public finances under control 
even if these do contain some measures to 
stimulate growth. It is therefore against a 
background of moderate growth and strong 
fiscal adjustments that the Scheme will be 
investing over the coming years. It will conti-
nue to invest prudently and with the aim of 
diversifying its investments. Proposals in 
this respect will be submitted to the super-
visory bodies in 2012.

It is important that the Scheme should enter 
the present difficult period with the deter-
mination to maintain, as its primary mission 
requires, a sound financial balance and, in 
particular, a high coverage ratio of its com-
mitments. Only in this way can eRAFP sail 
smoothly through this new phase.

_

Jean-François Rocchi,  
chairman of the Board of Directors

the activity review performed at the end 
of the second term of office of EraFP’s 
Board of directors shows the progress 
made since the Scheme’s inception.

the merit goes above all to the board members whose invol-
vement and commitment have helped ensure its active gover-
nance. eRAFP’s staff should also be thanked for this success. 
they have consistently supplied the information, analyses and 
proposals that have enabled the Scheme to move forward. Also, 
ever since eRAFP was created, the caisse des depôts et consi-
gnations has provided the necessary support for its administra-
tive management. the quality of this relationship is of primary 
importance and has facilitated the renewal of the objectives and 
management agreement (“convention d’objectifs et de gestion” 
– cOG).

In keeping with its charter and the values it advocates, the 
Scheme has continued to develop a socially responsible invest-
ment policy that is both rigorous and realistic. Its realism is 
reflected in the choice of an approach that “rewards”, within the 
different business sectors, those businesses that have under-
stood the need to take into account social requirements, good 
governance values and respect for the environment. this type 
of best in class policy is increasingly widely accepted but we no-
netheless observe that it often focuses excessively on thematic 
investments or funds that exclude certain types of investments 
whereas eRAFP’s approach accepts the world’s complexity and 
rises to the challenge of encouraging progress in the practices 
of all issuers. this narrow focus is a pity and we must endeavour 
to highlight the originality of our approach.

eDItoRIAl
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For EraFP’s staff, 2011 saw significant 
progress made in several areas despite 
the challenging environment.

the first european equity management mandates were re-
newed and transferred to the new investment managers in 
good conditions. this was a remarkable achievement given the 
amounts transferred and the fact that this was the first opera-
tion of its kind for eRAFP. With regard to the Scheme’s invest-
ment policy, the Board of Directors took another major step 
forward in terms of diversifying its asset allocation by appro-
ving at its meeting on 19 May the principle of a first investment 
in real estate assets. the purchase of a first building will be an 
opportunity for eRAFP to widen its knowledge of an asset class 
that is new for it and to define SRI principles adapted to this 
asset class. the Board also specified that this first building 
could house eRAFP’s head office and services if appropriate.

2011 also marked the third consecutive year of the public debt 
crisis. In August, the stress in the bond markets led the ecB to 
implement an unprecedentedly large-scale bank refinancing 
programme or long term Refinancing Operation (ltRO).

this restored a precarious period of calm, with only Greece 
continuing to suffer a severe deterioration in its situation. In 
keeping with its commitment to socially responsible invest-
ment, and unlike some investors whose sales contributed to 
tip the country into default, the Scheme did not sell its Greek 
sovereign bonds. Greece’s debt swap in March 2012 has meant 
a loss of €218 million for eRAFP. this loss should be viewed 
against total assets amounting to €11.239 billion (unaudited 
estimated net figure); the estimated impact on the Scheme’s 
coverage is around 2.1%. the impact should also be viewed 
in the light of the high yields provided by these securities ever 
since they were added to the Scheme’s portfolio.

Deleveraging is set to continue among economic agents of 
developed countries for several years to come. Given the las-
ting decline in returns on assets in developed countries, it is 
increasingly important to continue to diversify the Scheme’s 
asset allocation. the returns offered by the sovereign bonds 

of the most strongly rated euro zone countries 
are too low. conversely, doubts regarding 
the true situations of some of the peripheral 
countries have fuelled investor uncertainty, 
thereby significantly pushing up the yields on 
sovereign bonds issued by these countries as 
investors consider them to carry significantly 
more risk than those of the so-called “core” 
countries (Germany in particular). In view of 
this environment, the Scheme has continued 
to work so as to be able to invest in new asset 
classes as from 2012. the aim is to be able in 
the near future to invest in convertible bonds 
and infrastructure financing (waste treatment, 
water supply, upgrading of electricity supply 
networks, etc.).

the growth enjoyed by the Scheme and its 
original investment approach have attracted 
the interest of other major pension funds. At 
the Institutional Investors Roundtable, eRAFP 
developed relations with several other ins-
titutional investors. the possible terms and 
conditions and means of collaborating or co-
investing with such entities will be examined. 
By joining forces, large investors and in parti-
cular pension funds can ensure that the inte-
rests of their beneficiaries are better taken into 
account. With this in mind, eRAFP’s staff will 
draw up a proposal in 2012 for the principles 
of a policy of active engagement that will be 
actively expressed by the managers of eRAFP’s 
equity management mandates at shareholders’ 
general meetings from the spring of 2012. this 
move by eRAFP will only be fully effective if it 
contributes to increased cooperation between 
large investors.

_

Philippe Desfossés,  
chief executive Officer of eRAFP
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 a unique Scheme, in operation since 2005.

  Close to 4.6 million contributors in 2011  
who will benefit from additional pension benefits.

  Around 45,000 public-sector employers  
making contributions on a regular basis.

  €1.7 billion in contributions in 2011,  
based mainly on bonuses.
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the Public Sector Additional Pension Scheme (RAFP) is an original pension 
scheme that has been in operation since 2005.

a leading player in public service retirement savings
Nearly 4.6 million contributors will benefit from an additional pension. 
Some 45,000 public-sector employers paid in regular contributions – 
totalling €1.7 billion in 2011 – based essentially on bonuses. 

the inter-generational equity requirement
As the only mandatory French pension fund, RAFP has made 
inter-generational equity a core component of its governance 
and management. this commitment is reflected in particular through 
the implementation of a points-based system with a single purchase value.

ongoing development
After an initial period focused on the challenges of creating a new Scheme, 
the Board of Directors has initiated new measures on behalf of beneficiaries. 
It has therefore made adjustments in the asset allocation to favour greater 
diversification. Similarly, the Board plans to increase the Scheme’s visibility 
not only with active contributors but also the wider public through new 
communication and public relations initiatives, particularly as regards 
the implementation of the SRI charter.

45,000
public sector 
employers

€1.7 billioN

iN coNtributioNs  
iN 2011

RAFP AND THE FINANCIAL CRISIS
Like all institutional investors, RAFP has been affected by the financial crisis. 
The Scheme has nevertheless been supported by:  
+ prudent asset and liability management; 

+ ongoing diversification of the asset allocation; 

+ a Socially Responsible Investment (SRI) policy consistent with a long-term view 
and a commitment to looking beyond immediate financial gain.

The Scheme’s commitments to active contributors and pensioners are well covered. 
This ample coverage is noteworthy because the Scheme calculates the likely present 
value of these commitments using a relatively low, and therefore very conservative, 
discount rate. 

Finally, for RAFP, the crisis confirms the relevance of its SRI approach. 
Indeed, the SRI filter makes it possible to better assess risk and identify sectors 
and companies that will be the growth drivers of tomorrow.
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the WORk OF the BOARD OF DIRectORS IN 2011

At its meeting on 31 March 2011, the Board of Directors reviewed:
+  the draft decree on the age of entitlement to a full pension;
+  proposed changes to the annuity payments or lump sum payout received 

by Scheme beneficiaries who retire after the age of 60, in line with the 
changes to the legal retirement age, including the application of the 
current premium on the basis of the service value of a point at age 60.

At the final meeting of its term of office, held on 19 May 2011, the Board 
authorised Management to launch a tender for the purpose of an initial 
investment in real estate in the form of the purchase of an office building, 
which will be used as eRAFP’s headquarters and registered office. 
this project is in line with eRAFP’s SRI charter, and will integrate the key 
principles which will subsequently serve as the basis for its SRI policy 
on real estate investments.
In line with its prudential approach, the Board of Directors also decided 
that the tPG93 life-expectancy table would no longer be used and would 
be replaced by the tGh05 and tGF05 tables currently used by insurance 
companies and mutual societies.
lastly, at the same meeting the chairman of eRAFP presented a report 
on the 2008-2011 term, which was particularly eventful:

Events affecting general operations 
+  a new objectives and management agreement was signed  

with the caisse des dépôts et consignations;
+  a new generation of “equities” mandates were awarded to investment 

management companies;
+  a compliance charter applying to all eRAFP staff came into effect.

Events affecting asset management 
the Scheme stood up well through the 2008 financial markets crisis, and the 
subsequent eurozone sovereign debt crisis.

FiRst REAl EstAtE 
invEstmEnt
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Events affecting the Scheme
Several developments have had an impact on the Scheme:

+  legislative change, such as the November 2010 retirement reform;

+  regulatory change: introduction of the right to pay a pecuniary equivalent 
of time accrued in a time savings account for local, regional and central 
government civil servants; the Scheme is now entitled to invest in real 
estate; reform of the accounting rules.

the members of the new Board of Directors were announced in the decree 
and application decree of 7 and 8 November 2011.

the new Board took up office on 2 December 2011 after a six-month vacancy 
period. On 15 December 2011, the Board decided to symmetrically increase 
the purchase and service values of a point by 1.7%.

the same meeting also examined the diversification of asset allocation, 
and the Board voted:

+  to define a target allocation, to include convertible bonds within a limit of 
1% of the assets;

+  to continue to diversify into equities, with a view to equities accounting 
for 21% of assets in 2012;

+  to gradually diversify into real estate, which will represent 1% of the 
assets;

+  to introduce a multi-asset mandate, which will represent 1% of the assets, 
in order to improve the flexibility of the current investment policy.

lastly, at the same meeting, the Board decided to appoint a Bureau with 
authority to monitor eRAFP’s affairs between two Board meetings. the chief 
executive Officer will report to the Bureau on his management.  
The Bureau has nine members.

MEMbERS  
oF THE buREAu

+  THE CHAIRMAN

+  THE DEPUTy 
CHAIRMAN*

+  THE CHAIRMEN 
OF THE SPECIALISED 
COMMITTEES

+  THREE BOARD 
MEMBERS APPOINTED 
TO THE BUREAU  
By THE BOARD

*  Philippe Soubirous was appointed 
Deputy chairman of eRAFP by 
virtue of a Presidential decree 
dated 20 March 2012

10



AtteNDANce At BOARD OF DIRectORS’ MeetINGS

QUALIfIED PERSoNS

Jean-François Rocchi

4

4

4

Alain Dorison

Jean-Jacques Marette / Pierre Mayeur

EMPLoYERS’ REPRESENTATIVES

4

4

4

4

3

2

1

4

Fédération hospitalière de France 2

Fédération hospitalière de France 1

Association des régions de France

Assemblée des départements de France

Association des maires de France

la Poste

MINeFe

Ministère de la défense

REPRESENTATIVES  
of ACTIVE CoNTRIBUToRS

4

4

UNSA

SOlIDAIReS

FSU

FO

cGt

cFtc

cFe-cGc

cFDt

3

4

4

4

4

3

01 A leADING PlAYeR IN PUBlIc SeRVIce RetIReMeNt SAVINGS

11



SCHEME  
GoVErNaNCE

  the BOARD OF DIRectORS
After a six-month vacancy period, 
a new Board of Directors was 
appointed pursuant to the decree 
and application decree of 7 and 
8 November 2011. the new Board 
took up office on 2 December 2011.

It has 19 members:

+  eight representatives of active 
contributors, drawn from the 
representative trade unions;

+  eight representatives of 
employers, including three for 
the French State, three for the 
local and regional authorities 
and two for the public hospitals 
sector;

+  three qualified persons.

Jean-François Rocchi is 
the chairman of eRAFP 
and Philippe Desfossés is  
chief executive Officer.

  SPecIAlISeD cOMMItteeS
Four specialised committees 
assist the Board with 
preparations and follow-up 
of its work, with particular 
responsibility for asset and 
liability management, audit, 

collections (committees created 
by the decree of 18 June 2004) 
and investment policy monitoring 
(committee created by a decision 
of the 8 June 2006 meeting  
of the Board of Directors).

  ActIVItY RePORt
the Board met four times in 
2011. Attendance levels were 
once again very high. the Board 
considered matters falling 
within the remit of its regulatory 
responsibilities:

+  determination of asset 
allocation;

+  assessment of the Scheme’s 
commitments;

+  determination of the amount 
of reserves required to cover 
these commitments;

+  purchase and service values 
of points;

+  management entity’s budget;

+  financial statements, etc.

  19 directors: 
 8 representatives 
of active contributors; 
 8 employers’ 
representatives; 
 3 qualified 
persons.

  4 specialised 
committees.

  4 Board meetings 
and 13 meetings 
of the specialised 
committees in 2011.

  1 Bureau of the 
Board of Directors, 
composed of the 
chairman, the 
Deputy chairman, 
the chairmen of the 
4 committees and 
3 Board members.

12



  SPecIAlISeD cOMMItteeS 
OF the BOARD 
OF DIRectORS
asset and liability management 
committee
this committee prepares the 
Board of Directors’ decisions 
concerning the assessment of 
commitments towards Scheme 
beneficiaries, the determination 
of purchase and service values 
of points and general aspects 
of the investment policy. It is 
assisted by an independent 
actuary, who submits annual 
reports on the Scheme’s financial 
and technical perspectives. the 
Asset and liability Management 
committee was chaired by Michel 
Moujart during the first term. 
Alain Dorison was then appointed 
chairman in 2008 and his 
appointment was renewed in 2011.

audit Committee
this committee verifies that 
the Scheme’s management 
rules are correctly applied and 
proposes measures to improve 
management. It has broad 
investigative powers, wich it can 
exercise though delegates, into 
the administrative management 
body referred to in article 32 of the 
decree of 18 June 2004, who are 
responsible for carrying out the 
tasks defined in the agreement 
referred to in the same article. 
the Audit committee was chaired 
by christian Parent during the 
first term, and by Jean-louis 
Rouquette during the second 
term. Gilles Oberrieder is 
the current chairman.

Collections Committee
this committee prepares 
collection statements and 
reports to the Board of Directors. 
the statements show the list 
of outstanding receivables, the 
reasons for non-collection and 
actions taken to obtain payment. 
Jean-Marie Poirot chaired the 
collections committee during 
the first and second terms. 
Marc chrétien is the current 
chairman.

investment Policy Monitoring 
Committee
this committee was set up by 
the Board of Directors in order 
to monitor decisions relating 
to the socially responsible 
investment policy defined 
by the Board of Directors. 
the committee was chaired 
by Bernard lhubert and then 
by chantal labat-Gest during 
the first and second terms. 
eric loiselet is the current 
chairman.

CSAP
Asset ANd liAbility 
mANAgemeNt 
committee

CSA
Audit committee

CSR
collectioNs 
committee

CSPP
iNvestmeNt policy 
moNitoriNg 
committee

01 A LEADING PLAYER IN PUBLIC SERVICE RETIREMENT SAVINGS
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additioNal  
PENSioNS  
iN 10 KEY PoiNtS

  A mandatory, points-based 
scheme created for civil 
servants working in the 
French central government 
(civilians and military), 
local and regional authorities 
and the public hospitals sector, 
and members of the judiciary.

  An additional retirement benefit 
that takes into account bonuses 
and ancillary remuneration.

  4.6 million contributors in 2011.

  A contribution basis comprised 
of all types of remuneration not 
included in the calculation of 
the basic pension – bonuses, 
overtime hours, allowances 
and in-kind benefits.

  An overall contribution rate set 
at 10% of the basis amount, 
split evenly between the 
employer (5%) and the civil 
servant (5%).

  contributions that are credited 
to an individual retirement 
account, which can be viewed 
online at www.rafp.fr

  Investments in bonds, equities, 
listed assets and real estate.

   Prudential rules are applied 
when investing the assets: 
 at least 65% of the assets 
invested in bonds; 
 assets invested in equities 
or UcItS limited to 25%; 
 assets invested in real estate 
limited to 10%; 
 securities issued by a single 
entity limited to 5%, etc.

14



1.  A PUBlIc PeNSION FUND
the public sector additional 
pension is based on the fully 
funded, pay-as-you-go model, 
thus combining the advantages 
of a pay-as-you-go system 
with those of a funded system. 

comparable to collective 
funding, the system hinges on 
the obligation that the Scheme 
must at all times cover all of 
its commitments with financial 
assets. this means the rights 
vested by each beneficiary 
over the course of their career 
are fully guaranteed over time 
through the establishment 
of financial reserves, which 
themselves generate income.

2.  RecONcIlING 
the ScheMe WIth 
PRUDeNtIAl RUleS
each year, the Board of Directors 
assesses the Scheme’s 
commitments and determines 
the amount of the provision 
required to cover them. the 
challenge is clearly to maintain 
a prudent policy as regards the 
rate of return within the context 
of economic crisis in order to 
maintain the Scheme’s long-term 
equilibrium. 

the amount corresponding to 
funded contributions is invested 
in bonds, equities, listed assets 
and real estate. 

In addition to the requirement 
that its commitments be fully 
covered, the Scheme is subject 
to prudential investment rules: 
25% limit on assets invested in 
equities or UcItS; 10% limit on 
assets invested in real estate;  
5% limit on investments in 
securities issued by the same 
entity, etc.

RAFP is a mandatory, points-based scheme benefiting civil servants working in 
the French central government (civilians and military), local and regional authorities 
and the public hospitals sector, as well as members of the judiciary. Under the Scheme, 
civil servants can receive an additional retirement benefit along with their basic pension, 
which takes into account the bonuses and ancillary remuneration they receive during 
their careers.

A fully-fuNded,  
pAy-As-you-go model

strict prudeNtiAl 
rules

01 A LEADING PLAYER IN PUBLIC SERVICE RETIREMENT SAVINGS
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3. BeNeFIcIARIeS
In order to acquire additional 
pension rights, beneficiaries 
must satisfy three conditions: 

+  be a civil servant in one of the 
three public sectors (French 
central government, local 
and regional authorities or 
the public hospitals sector), 
a member of the judiciary, 
a person in the military or 
working for the military on a 
contractual basis;

+  contribute to the French 
State’s civil or military pension 
scheme or the scheme for 
local and regional civil servants 
(caisse Nationale de Retraites 
des Agents des collectivités 
locales);

+  receive eligible remuneration.

4.  BASIS AND cONtRIBUtIONS
the contribution basis consists 
of all types of remuneration not 
included in the basic pension 
calculation, such as bonuses, 
overtime hours, allowances and 
in-kind benefits. however, this 
basis may not exceed 20% of the 
gross basic salary received by the 
civil servant in the course of a 
calendar year. 

the “Individual Purchasing Power 
Guarantee” (GIPA), created in 
2008, is an exception to this 
principle. Accordingly, the full 
amount is eligible under the 
Scheme(1). 

the cap is also waived for time 
savings days accrued under a 
time Savings Account (cet) and 
convertible into RAFP points. 

20%
of the gross bAsic 
sAlAry received 
by the civil servANt 
iN A cAleNdAr yeAr

GIPA
iNdividuAl 
purchAsiNg power 
guArANtee

CET
time sAviNgs AccouNt

Since 1 January 2005, bonuses and ancillary remuneration are included in the contribution 
basis within the limit of 20% of the annual gross basic salary. this type of contribution entitles 
the civil servant to an additional retirement benefit over and above the basic pension.

*Bonuses, allowances, overtime hours, in-kind benefits

youR REmuNERATioNS

Gross basic salary Bonuses,  
allowances, etc.

youR CoNTRiBuTioNS

RAFP cAlcUlAtION BASIS

cIVIl SeRVANt

+5% 5%

20%

source — ERAPF Communications Department

BASIS

eMPlOYeR
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the overall contribution rate is 
set at 10% of the basis amount, 
split evenly between the employer 
(5%) and the civil servant (5%). 
each euro paid in to RAFP by 
the civil servant is matched by 
an employer contribution (with 
the exception of converted time 
savings days). contributions are 
usually paid in monthly.

5.  INDIVIDUAl RetIReMeNt 
AccOUNtS
In the first quarter of each year, 
the employer sends caisse des 
Dépôts a summary statement 
of all contributions paid in 
during the previous year for all 
its participating civil servants. 
the sum of the amounts indicated 
in these statements must be 
equal to the sum of the amounts 
effectively paid in. 

converted into points, the 
contributions are credited to 
the civil servant’s individual 
retirement account, which may 
be viewed online at www.rafp.fr

the number of points is 
determined by dividing the total 

amount of contributions paid 
in during a year by the purchase 
value of a point for the given year.

6.  POINt VAlUeS
Point values are set each year 
by the Board of Directors: 

+  the purchase value makes 
it possible to calculate the 
number of points vested during 
the year. this value is identical 
for all contributors, regardless 
of their age. It thus represents 
a form of intergenerational 
solidarity between age 
categories. 

+  the service value is applied 
to the total number of points 
vested to calculate the 
additional benefit.

(1) Decree no. 2008-964 of 16 September 2008.

IMPoRTANT
+  The “Individual Purchasing Power Guarantee” (GIPA) is excluded from the cap. 

This means the full amount is eligible for application of the 10% contribution rate, 
irrespective of the relative level of ancillary remuneration.

+  Likewise, days accrued under a Time Savings Account that are directly converted 
into RAFP points in accordance with Decree 2009-1065 of 28 August 2009 
and Decree 2010-531 of 20 May 2010 are excluded from the cap. The amount 
corresponding to converted Time Savings Account days is transferred to the 
Scheme after deduction of the mandatory social security and related contributions, 
and the standard 10% contribution rate is not applied.

€1.05620
purchAse vAlue  
of A poiNt iN 2011

€0.04304
service vAlue  
of A poiNt iN 2011

01 A LEADING PLAYER IN PUBLIC SERVICE RETIREMENT SAVINGS
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7.  techNIcAl RetURN AND 
VAlUe OF A POINt IN 2011
Derived by dividing the service 
value by the purchase value, 
the technical return is 4.075%. 
On 15 December 2011, the 
Board of Directors decided to 
symmetrically increase the 
purchase value and the service 
value of a point by 1.7%.

8.  PeNSION lIqUIDAtION 
AND PReMIUM
 See also Appendix 1

Upon reaching the legal 
retirement age and provided the 
beneficiary qualifies for pension 
benefits under the basic pension 
scheme, the beneficiary may 
apply for the additional pension 
benefit. the age at which the 
additional pension benefit 
becomes available was previously 
set at 60 and has been gradually 
raised to 62, in line with the 
change in the legal retirement 
age (Retirement Reform law of 9 
November 2010). 

Application of the premium avoids 
the need to change the current 
rates, designed for retirement 
at age 60, and re-establishes 
actuarial equity between 
beneficiaries.

9. BeNeFIt PAYMeNtS
the annual amount of the 
additional benefit is obtained by 
multiplying the number of points 
vested in the retirement account 
by the service value of the point.

lump sum payments
Before 2008, all additional pension 
benefits were paid out in a lump 
sum. At present, the liquidated 
benefit is paid out in a lump sum, 
calculated on the basis of an 
actuarial table, if the number of 
vested points is less than 5,125. 

annuity 
the liquidated benefit is paid out 
in the form of a monthly annuity 
if the number of vested points is 
equal to or greater than 5,125. 
the first annuity payments began 
in 2009. 5,957 annuities were in 
payment as at 31 December 2011.

10.  ReVeRSION
 See also Appendix 2

If the rights holder dies, 
a reversionary benefit is 
paid to the surviving spouse 
and orphaned children until 
they reach the age of 21.

5,125
the miNimum Number 
of poiNts required 
to receive ANNuity 
pAymeNts

5,957
ANNuities iN pAymeNt 
As At 31 december 2011
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SCHEME  
oPEratioNS
  GeNeRAl OPeRAtION 
OF the SYSteM
the Scheme, which was created 
by the law of 21 August 2003, 
is managed by a public-sector 
management entity operating 
under the oversight of the 
French State. the application 
decree(2) entrusts administrative 
management to caisse des 
dépôts et consignations, under 
the authority and control 
of the Board of Directors. 
the management of financial 
assets is partially outsourced to 
investment management firms.

  eRAFP – cAISSe DeS 
DéPôtS: cONtRActUAl 
cOMMItMeNtS
the main administrative 
management services provided by 
caisse des Dépôts are set forth in 
the Objectives and Management 
Agreement (“convention 
d’objectifs et de gestion”) entered 
into by the two institutions.

the first Agreement covered 
the period from 2006 to 2010. A 
second Agreement, for 2011 to 
2015, has been approved by the 
Board of Directors. 

In addition, eRAFP’s Public 
Accountant entrusted 
pre-litigation collection of 
contributions from legal entities 
and individuals to caisse des 
Dépôts under agreements signed 
in May 2009 and July 2010.

  eRAFP – FReNch StAte: 
A SPecIFIc SeRVIce
In addition to its role as the 
institution’s supervisory authority, 
the French State, through the 
Directorate of Public Finance’s 
regional pension centres, pays 
out the additional pension 
benefits to retired central 
government civil servants along 
with the basic pension benefits. 
this service is billed separately, 
in accordance with a bi-partite 
agreement.

(2) Decree 2004-569 of 18 June 2004

  A Scheme managed 
by a public-sector 
management entity 
operating under 
the oversight of the 
French State.

  Administrative 
management 
provided by caisse 
des dépôts et 
consignations (cDc), 
under the authority 
and control of the 
Board of Directors.

  Management of 
financial assets 
partially delegated 
to investment 
management firms.

  Direct management 
by eRAFP of 
government bonds 
and government-
backed securities.

  Management 
costs for 2011: 
€21.8 million.
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  PARtIAllY OUtSOURceD 
FINANcIAl MANAGeMeNt
Since 2005 and as authorised by 
the applicable regulations, eRAFP 
directly manages its investments 
in government bonds and 
government-backed securities. 

however, the financial 
management of the Scheme’s 
equity and corporate bond 
portfolios is delegated to 
specialised firms. the investment 
managers selected undertake 
to optimise the financial return 
of the funds whilst remaining 
in compliance with eRAFP’s 
SRI charter. the allocation of 
the equity portfolios between 
a number of different firms 
diversifies the financial risks 
across several service providers 
and reflects a prudent asset 
management approach on behalf 
of the beneficiaries. 

each of these companies has 
created a dedicated investment 
fund, in which eRAFP invests 
depending on market conditions, 
always on the basis of an entirely 
proprietary investment process. 
Investments into each fund 
are made according to their 
respective overall performance 
and eRAFP’s investment strategy. 

In 2011 all the “eurozone 
equities” portfolio management 
agreements were renewed. 
A second corporate bond 
investment management 
agreement, which had previously 
been on standby, was activated 
in 2011. Following the regulatory 
changes that came into force 
on 30 December 2010, eRAFP 
awarded an investment 
management agreement for real 
estate assets in the autumn of 
2011.

  cONtROlleD 
ADMINIStRAtIVe cOStS
the operating budget for the 
Scheme and its management 
entity is financed directly from 
amounts withheld from receipts. 
the budget is voted by the Board 
of Directors annually.

In 2011, administrative costs 
totalled €21.786 million.

source — ERAFP

ADMINIStRAtIVe cOStS (in millions of euros)

17

2005 2006 2007 2008 2009 2010 2011

15.6

17.9 18.1
18.4

19.8

21.7
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eRAFP’s Public Accountant 
entrusted pre-litigation collection 
of contributions from legal 
entities and individuals to caisse 
des Dépôts under a service 
agreement signed with eRAFP.

  MORe thAN 
45,000 eMPlOYeRS…
Some 45,000 employers paid 
RAFP contributions to caisse des 
Dépôts in 2011. the vast majority 
are local and regional authorities 
and public-sector hospitals. 
the majority of French central 
government employers are public 
treasury departments, ministries 

and commissioners to the armies 
registered with the Scheme.

It should be noted that 96.6% 
of employers paid in all the 
requisite contributions in 2011. 
Furthermore, the number of 
payment incidents caused 
by incorrect references has 
gradually decreased over the past 
few years and only concerned 
4.9% of all payments received in 
2011.

(3)  except for the payment of benefits to retired 
central government civil servants, which is 
the responsibility of the Directorate of Public 
Finance.

  Approximately 
45,000 employers 
paid contributions 
to caisse des Dépôts 
in respect of the 
Scheme in 2011.

  €1.7 billion collected 
in 2011.

  4.6 million 
contributing civil 
servants in 2011.

  More than 
110,000 pension 
liquidations 
and 158,000 
revisions in 2011.

  More than  
€230 million paid 
to beneficiaries 
in benefits.

  Approximately 
6,000 annuities 
in payment.

raFP’S  
adMiNiStratiVE  
MaNaGEMENt

the Scheme’s administrative management has been entrusted to 
caisse des dépôts et consignations pursuant to article 32 of the 
Decree of 18 June 2004 on additional pensions for civil servants. 
caisse des Dépôts is responsible for the following tasks under the 
authority and supervision of the Board of Directors: collection of 
contributions, maintenance of beneficiaries’ individual retirement 
accounts, liquidation of rights, payment of benefits(3), the Scheme’s 
accounting and operational communications. It accordingly acts as 
the Scheme’s single interface for employers, retired beneficiaries 
and active contributors with regard to their right to information. 
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  … MORe thAN 
€1.7 BIllION cOllecteD…
the Scheme collected more than 
€1.7 billion in 2011. employers 
with at least 10 employees pay 
contributions on a monthly, 
aggregate basis. those with 
less than 10 employees pay 
contributions annually. In the 
event of a late payment, a penalty 
is added to the contribution. In 
2010, 1,250 employers had to pay 
penalties. 

  … AND 4.6 MIllION 
cONtRIBUtING cIVIl 
SeRVANtS IN 2011
each year, employers send 
caisse des Dépôts a statement 
summarising for each of their 
civil servants the contributions 
paid in during the previous 
year. the deadline for reporting 
contributions collected during 
2010 was 31 March 2011. 

Rights are accrued to the 
contributors’ individual accounts 
provided the amounts reported 
match the contributions received. 

eRAFP and caisse des Dépôts, 
working closely with the 
supervisory authority, have 
implemented actions to raise 
awareness among employers of 
their regulatory commitments 
and the rights of their civil 
servants. caisse des Dépôts 
contacts employers, by telephone 
or in writing, whenever a 
discrepancy between the reported 
amount and the amount received 
is observed. the significant 
improvement in the updated 
rates for contributors’ accounts 
since 2009 (99.2% accrual rate 
for contributors’ accounts as at 
31 December 2011) is indicative 
of an increased awareness and 
understanding of the Scheme, 
which is partly due to caisse 
des Dépôts’ actions to raise 
awareness among employers.

99.2 %
of iNdividuAl 
coNtributors’ 
AccouNts updAted  
At 31 december 2011

7.9%

85%
97.4%

2008

source — Caisse des Dépôts, mutual management department production data

eMPlOYeR AccOUNtS AND INDIVIDUAl RetIReMeNt AccOUNtS

 Payment incidents   Fully paid-in employer accounts   Fully accrued individual accounts

2009

8.4%

93.3%
99.1%

5,9%

95,2% 99,4%

2010

4.9%

96.6% 99.2%

2011
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  A StIckING POINt: 
MUltIPle eMPlOYeRS
Some civil servants receive 
remuneration from several 
employers. this may occur 
when a civil servant is assigned 
to another employer on a 
temporary basis. In such 
cases, the primary employer is 
responsible for obtaining data 
on contributions and bonuses 
from the “secondary” employers, 
to ensure compliance with the 
aggregate cap of 20% of the gross 
basic salary, and to calculate 
the amount of contributions to 
be paid by each employer. this 
system, which was introduced 
by the applicable regulations, 
is complex to implement for 
employers, and compliance 
with the 20% cap is impossible 
in practice, because amounts 
paid in respect of the Individual 

Purchasing Power Guarantee 
(GIPA) or as converted time 
Savings Account days are 
excluded from the cap on the 
contribution basis.

  MORe thAN 110,000 
PeNSION lIqUIDAtIONS 
AND 158,000 BeNeFItS 
ReVISIONS IN 2011
A total of 110,066 pensions were 
liquidated in 2011, and 158,450 
revisions were made. In all, more 
than €230 million was paid out 
to beneficiaries in the year. this 
amount includes reversionary 
benefits paid out to deceased 
beneficiaries’ spouses and 
children under 21.

more  thAN 

€230 MILLIoN

pAid out to 
beNeficiAries iN 2011

110,066
peNsioN liquidAtioNs 
iN 2011

158,450
beNefits revisioNs

source — CDC, Administrative manager

lIqUIDAtIONS AND ReVISIONS, 2008 tO 2011

 liquidations   Revisions

103,713 2008

2009

2010

2011

102,665

130,648

158,450

136,304

93,999

109,992

110,066

01 A LEADING PLAYER IN PUBLIC SERVICE RETIREMENT SAVINGS

23



  RISING PAYMeNtS
Despite the drop in the number of 
liquidations, due to the later legal 
retirement age for individuals 
born after 1 July 1951, overall 

benefit payout amounts increased 
by 5% in 2011 compared to the 
previous year.

source — CDC, Administrative manager

BeNeFIt PAYOUt AMOUNtS (in millions of euros)

220 230.1

2010
2011

122.9

2008

166.4

2009

source — CDC, Administrative manager

ANNUAl ANNUItY PAYMeNtS

 quantity   Amount

€33,364
€181,650

€815,446

216 1,247 4,087

2009 2010 2011

source — CDC, Administrative manager - Reduction in number of lump sum payouts,  
increase in total sum paid

ANNUAl lUMP SUM BeNeFIt PAYOUtS

2008 2009 2010 2011

a122,896,475
€166,380,626

a219,840,210
a229,285,822

197,712
212,347

260,043
238,474

 quantity   Amount
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  ANNUItY PAYMeNtS 
tAke OFF
At 31 December 2011, 5,957 
anuities were being paid. the 
sharp increase in the total 
number of annuities in payment 
(up from 1, 247 annuities in 2010) 
can be explained by the gradual 
development of the Scheme since 
its inception in 2005. every year, 
there are more beneficiaries who 
have accrued throughout their 
careers a total number of points 
in excess of the minimum 5,125 
necessary to receive annuity 
payments. 

A total of €815,446 was paid out 
under annuities in 2011, which 
is 4.5 times more than in the 
previous year (€181,650).

  INFORMING eMPlOYeRS
More than 21,000 telephone calls 
from employers were handled in 
2011 (90.4% of all calls received). 
this figure is lower than in 
previous years, which suggests 
that employers now have a better 
awareness and understanding 
of the Scheme and its rules. In 
addition, approximately 1,000 
e-mails from employers were 
processed. caisse des Dépôts 
also organised information 
sessions for employers.

employers also used the 
dedicated “e-services” website 
to view their accounts, with over 
87,000 connections in 2011. 
Again, this figure is lower than in 
2010, due to improvements in the 
quality of data sent by employers.

source — CDC, Communications department/call centre

NUMBeR OF telePhONe cAllS FROM eMPlOYeRS

27,36028,536 27,784 21,173

2009

2008 2010
2011
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  INFORMING RetIReD 
BeNeFIcIARIeS
+  More than 61,000 telephone 

calls from retired civil servants 
were handled in 2011 (97.3% of 
all calls received). In addition, 
more than 12,800 items of 
correspondence (letters and 
e-mails) were processed in 2011.

+  More than 425,000 beneficiaries 
have signed up for the on-line 
services available to active and 
retired civil servants (compared 
to 357,000 in 2010).

  INFORMING ActIVe 
cONtRIBUtORS
1,078,892 documents relating 
to RAFP were sent out to active 
contributors by the various 
schemes in compliance with 

contributors’ rights to information 
(individual statements and 
general indicative estimates for 
pensions). In the course of 2011, 
RAFP took over responsibility for 
informing active civil servants in 
the absence of a primary scheme. 
As a result, more than 155,000 
of the 1,078,892 documents were 
sent out directly by RAFP.

Furthermore, caisse des Dépôts 
also handled more than 17,800 
telephone calls from active 
contributors under their “right 
to information” (88.1% of calls 
received), as well as more than 
2,600 letters and e-mails.

source — CDC, Communications department/call centre

NUMBeR OF telePhONe cAllS FROM ActIVe cONtRIBUtORS (RIGht tO INFORMAtION)

20092008 2010 2011

2,980
5,360

8,016

17,867

source — CDC, Communications department/call centre

NUMBeR OF telePhONe cAllS FROM RetIReD cIVIl SeRVANtS

55,168

41,629 41,862

61,018

2008 2009 2010 2011
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  A stable team with two 
financial and institutional 
communication officers.

  A strong desire 
to improve awareness 
and understanding of 
the Scheme through local 
meetings with employers 
organised in conjunction 
with caisse des Dépôts.

  Spotlight on the Scheme’s 
SRI policy through  
the on-line quiz on 
the www.rafp.fr website 
during SRI Week.

  Press coverage of 
the Scheme and its 
investments with 
approximately 50 articles 
in the mainstream and 
specialist press.

  Plans to redesign the 
Scheme’s visual identity 
and communication 
tools on the basis of 
an awareness survey.

eRAFP’s communications 
strategy reflects its desire not 
only to raise awareness of the 
Scheme, but also to improve 
the level of trust and confidence 
beneficiaries have in their 
Scheme. this will be achieved 
by demonstrating its usefulness 
as a long-term investor and its 
relevance, in particular through 
its commitment to prudential 
investment rules and to public 
service values (100% SRI).

Seven years after inception 
of the public service additional 
pension scheme, the need to 
continue to raise awareness 
and understanding among 
all participants – be they 
contributors, employers or 
institutions - remains a vital 
and strategic objective.

SCHEME  
iNForMatioN aNd 
CoMMUNiCatioNS

01 A LEADING PLAYER IN PUBLIC SERVICE RETIREMENT SAVINGS

27



4,6 millioN

civil servANts 
registered with 
the scheme

100
AverAge Number 
of AtteNdees 
At regioNAl 
iNformAtioN  
meetiNgs

  ActIVe cONtRIBUtORS: 
the lINchPIN 
OF the SYSteM
Although RAFP is a mandatory 
scheme and represents a huge 
step forward for the 4.6 million 
civil servants it covers, it is still 
not well known. Awareness of 
the Scheme needs to be improved 
and the goodwill and trust 
afforded it needs to be further 
strengthened.

  PUBlIc SectOR 
eMPlOYeRS: IN NeeD 
OF INFORMAtION
Building on the positive feedback 
from initiatives organised in 2010, 
and as part of the actions to raise 
awareness of the Scheme among 
employers, two new regional 
information meetings with 
public sector employers were 
held in 2011, one in Strasbourg 
in January and one in toulouse 
in April. Both were attended by 
approximately 100 employers.

the half-day meetings were 
hosted by Jean-François Rocchi, 
chairman of eRAFP’s Board 
of Directors, accompanied by 
representatives from caisse 
des Dépôts. they provided an 
opportunity to enter into direct 
contact with employers, answer 
their questions and listen to 
their concerns. each meeting 
was followed up by a satisfaction 
survey. two main lessons were 
learned:

+  there is a greater awareness 
of the Scheme;

+  there is a need to provide 
precise and practical 
information on topics such as 
the introduction of the time 
Savings Account or problems 
associated with multiple 
employers.

  INStItUtIONS: 
POteNtIAl cONVeYORS 
OF INFORMAtION
Contact with  
the public authorities
With a view to raising the 
Scheme’s profile and consolidating 
its position in the public sector, 
eRAFP is now in regular contact 
with the Ministry of the civil 
Service, and also attended the 
annual “Rencontres acteurs 
publics” conference for public-
sector players in July 2011.

the Scheme also shared caisse 
des Dépôt’s stand at the Salon 
des Maires, an exhibition for 
mayors and local authorities, 
which took place between 22 and 
24 November 2011.28



Media relations
eRAFP cultivates its relations 
with the media, seeking to 
capitalise on every opportunity 
presented by a new call for 
tenders to raise the profile 
of the Scheme.

Press
RAFP and eRAFP were 
mentioned in over 50 articles 
in 2011. this impressive result 
is due in particular to media 
coverage following our press 
releases announcing the award of 
six asset management mandates 
and the award of the first real 
estate investment mandate.

the chief executive Officer has 
also been interviewed by around 
a dozen specialist French and 
english language publications 
and has taken part in a number of 
conferences and seminars.

the website: a central 
communication tool
the Scheme’s website, www.
rafp.fr, has played a growing 
role in 2011, thanks to a dynamic 
on-line communication policy 
designed to bring awareness of 
the Scheme to a wider public. 
An on-line presence is essential 
to improve off-line information 
and communication. the main 
on-line event was the website’s 
SRI quiz during SRI Week (10 to 
16 October 2011), designed to 
provide information on socially 
responsible investment by 
pension funds.

the website’s most frequent 
users are the Scheme’s active 
contributors (52% of all visits), 
who are seeking practical 
information about the Scheme. 
the majority of the queries 
concerned the calculation of 
points vested. For the second 
consecutive year, the most 
visited areas were the “points 
calculator” and “your personal 
situation” areas.

the website currently allows 
beneficiaries to obtain detailed 
information about the Scheme 
and to view their individual 
retirement accounts using 
applications developed by 
caisse des Dépôts. 

however, we will be looking at 
how we can further improve this 
valuable tool, and plan to launch 
a newly designed site within 
the next three years which will 
confirm eRAFP’s determination 
to prioritise a dynamic on-line 
communication policy.

oVER 50
press Articles 
meNtioNiNg rAfp 
ANd erAfp

52 %
of www.RAFP.FR 
users Are Active 
coNtributors
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The Scheme’s socially responsible investment policy 
underscores its approach as a long-term investor. It is initially 
reflected in:

+  a particularly conservative approach in terms of defining 
the technical parameters;

+  an asset allocation designed to ensure the Scheme’s 
equilibrium over the long term.

the Scheme’s annual report describes the way in which the Sri 
system functions, while providing background information that 
better reveals the system’s originality.

this is followed by an analysis of the asset portfolio’s compliance 
with the Sri criteria and of any deviation observed together with 
the measures taken to reduce such deviations. the changes in the 
portfolio in the light of the Sri approach since the end of 2007, and 
in particular during 2011, are also examined.

lastly, the final section of the report raises the issues of the impact 
of Sri on financial management during crisis periods and EraFP’s 
engagement policy.

02



ERAfP,
A SoCIALLY- 
RESPoNSIBLE  
INVESTOR

31

02 ERAFP, A sociAlly-REsPonsiblE invEstoR



ERAFP KEY FIGuRES*

an estimated regulatory 
coverage ratio of around 

109.35%
Net assets of around 

€11,239 million

* Valuation at end-2011.

Non-technical reserves 
established since 2010 of 

€960
million

technical reserves of around 

€10,268 
million

** Gross discount rate of management 
fees, valued using a method that takes 
into account re-investment risk.

1.70%
discount rate **
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a PrUdENtial FraMEworK

ThE SChEmE’S FiNANCiAL EquiLiBRium
RAFP is subject to strict prudential regulation stipulating that: 
+  the Scheme’s commitments to its beneficiaries must be at least fully 

covered by assets,
+  the likely present value of these commitments must be calculated using a 

conservative discount rate (i.e. consistent with the conservatively estimated  
return on the Scheme’s assets).

the Board of Directors is responsible for ensuring this financial equilibrium.

  A DeFINeD StRAteGIc 
FRAMeWORk
the central pillar of the 
Scheme’s asset and liability 
management is its obligation 
to cover commitments. this 
goal is complemented by that 
of maintaining the purchasing 
power of annuities. Finally, the 
strategic framework is rounded 
out by the goal of maintaining 
adequate solvency to deal with 
the Scheme’s risk exposure.

  A chAlleNGING 
eNVIRONMeNt…
RAFP began investing in 2005, 
when nominal interest rates 
offered on French sovereign 
bonds were particularly low. 

the Scheme also entered the 
euro zone equity markets in 2007 
when they were at a relatively 

high level (with the cAc 40 
around 6,000 points). thanks to 
a constant allocation throughout 
the crisis, however, the Scheme 
was also able to invest in equities 
during periods when valuations 
became particularly attractive. 

Given the downward yield 
trends for bonds issued by 
the “core” euro zone countries, 
the bond portfolio’s average 
yield declined slightly. In these 
difficult conditions, the Scheme 
maintained its capacity to cover 
its commitments. the coverage 
ratio stood at 109.35% (estimated 
unaudited ratio) at the end of 
2011.
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  … BUt A POSItIVe 
OUtlOOk
As a recently established 
Scheme, RAFP will undergo 
a long period of growth as it 
gathers steam. With substantial 
net cash inflows, the Scheme 
is not hampered by short-term 
management constraints and is 
therefore able to hold portfolio 
securities for the long term.

  A cONSeRVAtIVe 
APPROAch
Although the economic 
environment remains uncertain, 
the Scheme benefits from a solid 
base. 

the Board of Directors has in 
effect opted for a conservative 
definition of the Scheme’s main 
parameters, resulting in an initial 
technical return of 4% that has 
since risen at a modest rate 
(4.075% in 2011).

At the same time, the Scheme’s 
discount rate is set at a very 
conservative level compared with 
the practices of other european 
pension funds. 

Since publication of the statutory 
order of 28 December 2011 
(Article 1) amending the statutory 
order of 26 November 2004, RAFP 
has used the tGh05 and tGF05 
generation tables which are more 
closely in line with usual market 
practices than the tPG93 tables 
formerly used.

lastly, the Scheme’s target 
portfolio reflects its conservative 
management policy. It includes 
a substantial portion of 
sovereign debt, weighted by 
gradual diversification into new 
asset classes. the Scheme 
has therefore increased its 
investments in corporate bonds. 
continuing from its investments 
in inflation indexed sovereign 
bonds (within the limits of a 
fairly restrictive universe as 
France, Italy and Germany are 
the three countries that offer 
such instruments(4)), the Scheme 
seeks to invest in assets offering 
a degree of protection against the 
threat of inflation. this is one of 
the reasons for its diversification 
into real estate assets.

(4)   Other countries also issue but not 
denominated in euros.

source — ERAFP technical and Financial management department

POINt PURchASe AND SeRVIce VAlUeS

ANNée 2005 2006 2007 2008 2009 2010 2011 2012

Purchase  
value  1 1.017 1.03022 1.03537 1.04572 1.05095 1.05620 1.07420 
(€)

change - 1.70% 1.30% 0.50% 1% 0.50% 0.50% 1.70%

Service  
value  0.04 0.0408 0.04153 0.04219 0.04261 0.04283 0.04304 0.04378 
(€)

change - 2.00% 1.80% 1.60% 1% 0.50% 0.50% 1.70%

technical  
return 4.00% 4.01% 4.03% 4.08% 4.08% 4.08% 4.08% 4.08%

At 31 December 2011
source — ERAFP technical 
and Financial management 
department

PORtFOlIO cOMPOSItION 
(by asset class, as a %)

 38.3% 5-15 years 
 2.1% less than 5 years
 1.7% more than 20 years
 11.6% 15-20 years
 4.3% cash
 15% Indexed
 12.1%  euro-denominated 

equities
 5.2% International equities 
 9.8%  euro-denominated  

fixed-income 
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  ScheMe PARAMeteRS
each year, the Board of Directors 
sets the Scheme parameters: 

+ purchase value, and

+  service value of a point.

When it adopted the new point 
values for 2012, the Board chose 
to take a prudent approach by 
keeping the technical return at 
4.075% while raising the purchase 
and service values of the point by 
1.7%. 

  AUDIteD FINANcIAl 
StAteMeNtS
In 2011 as in all the previous 
years, the Board of Directors 
only began deliberations on 
the previous year’s financial 
statements in the second half.

this time lag is closely related 
to the system for processing 
and verifying data submitted by 
employers, which ends on 30 
June. the time lag will be reduced 
over time as employers become 
more familiar with the system. 

After auditing the valuation 
process for reserves, the 
independent auditors again 
certified the fairness and accuracy 
of the 2010 financial statements 
without any reserves. 

  WhOllY cOVeReD 
cOMMItMeNtS
Despite the unprecedented 
conditions linked to the 
crisis, eRAFP’s conservative 
management policy enabled it 
to record an estimated coverage 
ratio of 109.35% at end-2011. 
In compliance with regulatory 
obligations, the Scheme maintains 
comfortable reserves and, given 
the difficult economic conditions, 
ensures satisfactory coverage of 
its commitments.

source — ERAFP technical and Financial management department

BReAkDOWN OF eqUItIeS BY ecONOMIc SectOR  
MARket VAlUe At 31/12/2011

 cash  Finance  Utilities  energy  Industrials  telecommunications  
 consumer discretionary  consumer staples  healthcare  Materials 
 It

2%

6.8%
8.7%

11%

5.9%

13.1%
10.7%

8.6%

5.6%

10.5%

17.2%

source — ERAFP technical and 
Financial management department

BReAkDOWN OF  
eqUItIeS BY cOUNtRY 
MARket VAlUe At 31/12/2011

Germany 18.79%

Australia 1.05%

Austria 0.67%

Belgium 0.86%

canada 1.08%

Denmark 0.40%

Spain 6.10%

United States 14.45%

Finland 1.48%

France 27.58%

Greece 0.38%

hong kong 0.63%

Ireland 0.41%

Israel 0.03%

Italy 8.20%

Japan 2.16%

luxembourg 0.05%

Norway 0.03%

New Zealand 0.00%

Netherlands 7.38%

Portugal 0.59%

United kingdom 3.52%

Singapore 0.06%

Sweden 0.82%

Switzerland 1.29%

Cash 1.99%

source — ERAFP technical and 
Financial management department

BReAkDOWN OF  
DIRectlY-MANAGeD  
BONDS BY cOUNtRY 
MARket VAlUe At 31/12/2011

Germany 8.5%

Austria 10.7%

Belgium 5.7%

canada 0.8%

Spain 4.6%

Finland 0.5%

France 41.3%

Greece 0.9%

hungary 0.2%

Ireland 4.4%

Italy 9.1%

luxembourg 5.1%

Netherlands 6.2%

Portugal 1.2%

Switzerland 1.0%
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tHE  
FiNaNCial PoliCY

In accordance with the strategic 
allocation, euro-denominated 
bonds accounted for around 
70% of investment flows while 
equities accounted for around 
25% in 2011. the remaining 5% 
was invested in cash assets. 
Against a background of low 
interest rates for bonds issued by 
“Northern” euro zone countries 
(interest rates at end-September 
of respectively 2.60% and 1.89% 
for French and German 10-year 
government bonds) and increased 
sovereign risk for peripheral 
european countries, corporate 
bonds were given preference over 
sovereign bonds. Accordingly 39% 
of bond investments concerned 
sovereign bonds while 61% 
concerned corporate bonds.

the portion of eRAFP’s total 
assets invested in corporate 
bonds virtually doubled, 
increasing from 4.81% at end-
2010 to 9.39% at end-2011, while 
the portion of directly-managed 
assets invested in sovereign 
bonds fell from 75% to 67%.

At the same time, action was 
taken to restructure and reduce 
bond portfolio risk, particularly 
as from May 2011. eRAFP, which 
had ceased to invest in the 
sovereign debt of the peripheral 
countries as from 2010 (2009 in 
the case of Greece), reduced its 
exposure to Portuguese, Spanish 
and Italian sovereign debt. the 
proceeds from these sales were 
invested mainly in French bonds.

+   eRAFP’s investment policy aims to reconcile financial performance, risk management 
and socially responsible commitment within the strategic allocation approved by the 
Board of Directors. 

+   More than €1.7 billion was received in contributions in 2011. As a long-term investor, 
eRAFP seeks to optimise the return on its portfolio while keeping the Scheme’s risk 
exposure to an acceptable level. 

39 %
of boNd iNvestmeNts 
coNcerNed sovereigN 
boNds

61%
of boNd iNvestmeNts 
coNcerNed corporAte 
boNds
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As the equity purchases for the 
year had already been made and 
it was not good management 
policy to invest in securities with 
a return that was lower than the 
liabilities discount rate nor in 
securities with high default risk, 
in the fourth quarter the Scheme 
increased its cash position, which 
ended the year at €479 million.

At 31 December 2011 the 
portfolio’s average effective 
return came to 4.26%(5), down 
slightly from 4.38% at the end 
of the previous year.

Against the background of 
the european debt crisis, the 
performance of the equity 
portfolio suffered in the same 
way as the benchmark indices. 
eRAFP’s overall equity portfolio 
was down by 13.35% at the end 
of 2011. the overall annual 
performance of the euro zone 
equity portfolio was negative by 
16.60% while the international 
equity portfolio shed 5.5%.  
As a result, the portfolio’s 
unrealised capital losses 
increased to €330.9 million  
at the end of 2011.

4.26%(5)

AverAge  
effective returN  
At 31 december 2011

source — ERAFP technical and Financial management department

chANGe IN ASSetS

 2010   2011

161
479

cash

6,216
6,118

Fixed-rate 
government 

bonds

1,285
1,794

Inflation 
indexed 

government 
bonds

479
1,105

euro zone 
corporate 

bonds

1,383
1,729

euro-
denominated 

equities

440 545

International 
equities

7,501
7,912

total 
government 

bonds

7,980

9,017

total  
bonds

11,771

9,964

total  
assets

2,274
1,823

total  
equities

(5)  assuming inflation of 2%.
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At the end of 2011, equities 
accounted for 19.32% of eRAFP’s 
portfolio. During the year, eRAFP 
renewed the managers of the 
euro zone equity funds whose 
management mandate expired. 
the renewal of the mandates 
resulted in the creation of six 
dedicated investment funds:

+  five “large cap” investment 
funds;

+  one “small and mid cap” 
investment fund.

With regard to large cap equity 
investments, eRAFP put in place 
three types of management:

+  passive management;

+  benchmarked active 
management;

+  non-benchmarked active 
management.

With regard to small and mid cap 
equity investments, eRAFP opted 
for passive management.

the international equities portfolio 
is managed by two management 
companies appointed in 2009 and 
whose mandates will come up for 
renewal in 2012. 

the asset diversification is 
scheduled to continue in 2012, in 
particular into convertible bonds.

Following the regulatory changes 
introduced on 30 December 2010, 
in the autumn of 2011 eRAFP 
granted a real estate asset 
management mandate. Given the 
time required to identify suitable 
real estate, investment under this 
mandate will not be made until 
2012.

19.32%
of erAfp’s portfolio 
coNsists of equities

source — Datastream, stoxx, nomura, Russel, s&P

BReAkDOWN OF eqUItY PeRFORMANceS BY INVeStMeNt StYle (PRIce PeRFORMANceS)

 2005 2006 2007 2008 2009 2010 2011

Size factor 

european large caps 22.5 15.3 1.4 -45.0 25.1 6.2 -10.0
european mid caps 28.3 27.7 -7.2 -47.5 41.3 20.0 -17.0
european small caps 27.3 31.2 -5.7 -50.5 49.1 22.0 -17.5
US large caps 3.0 13.6 3.5 -38.5 23.5 12.8 0.0
US mid caps 11.0 13.5 4.1 -42.6 37.7 23.5 -3.1
US small caps 3.3 17.0 -2.8 -34.8 25.2 25.3 -5.5
Japanese large caps 42.8 5.0 -11.0 -43.5 5.7 -1.0 -20.5
Japanese mid caps 46.0 -2.5 -10.8 -40.9 8.6 -0.7 -17.1
Japanese small caps 55.8 -14.5 17.1 -34.5 6.8 2.2 -9.0

yield stocks and growth stocks 
european growth stocks 22.9 15.5 5.3 -43.1 24.1 17.4 -9.6
european yield stocks 23.2 18.4 -2.8 -48.5 32.7 -2.0 -15.7
US growth stocks 2.6 10.0 9.0 -36.9 33.1 14.7 0.4
US yield stocks 6.9 17.0 -0.9 -40.5 19.3 15.8 -2.1
Japanese growth stocks 45.6 0.4 -12.9 -45.3 1.8 -1.2 -16.6
Japanese yield stocks 43.4 3.6 -11.0 -39.2 10.2 0.2 -20.7
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tHE SoVErEiGN 
dEBt CriSiS iN 2011

the ongoing european sovereign debt crisis was the most significant economic  
event in 2011. the financial markets were also affected by other major developments,  
often closely linked to political events such as the revolutions in the Middle east,  
disasters such as Fukushima and drastic trend breaks such as the downgrading  
of the US rating which calls into question the very idea of such a thing as  
a risk-free asset.

the crisis intensified. Interest 
rate spreads within the euro zone 
widened further, affecting even 
the triple-A countries. Despite 
the determination shown by the 
authorities, who stepped up the 
role of the european Financial 
Stability Facility (eFSF), the crisis 
took on a new dimension. Since 
then, Spain and Italy have also 
become the targets of speculative 
attacks.

the resulting rise in interest 
rates on these countries debt 
worsened the situation. Faced 
with this generalised distrust, 
the european central Bank (ecB) 
decided to take action by putting 
in place extraordinary liquidity 
measures to lessen the tensions 
in the interbank market and by 
restarting its Securities Markets 
Programme (SMP). this brought 
a precarious calm back to the 
markets out to the end of the 
year.
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Between 19 May 2011 when 
the last meeting of the former 
Board of Directors took place 
and 2 December 2011 when the 
present Board of Directors was 
installed, the management took 
the following measures:

 JUlY 2011
 Review of events
In europe, an agreement was 
reached with regard to Greece 
and the use of financial stability 
mechanisms (extension of eFSF). 
After much discussion, on 21 July 
the governments agreed a new 
bailout plan for Greece totalling 
€109 billion, with as a principle 
the involvement of private 
investors. the only constraint 
set by the Greek treasury was a 
minimum participation of 90% of 
investors.

 Actions taken by management
As from May 2011, action was 
taken to restructure and reduce 
risk in the bond portfolio. 
exposure to Portugal was 
reduced by close to €70 million at 
the end of May while exposure to 
Spain was reduced by €94 million 
in May and by a further €23 
million in June. the divestment 
proceeds were invested mainly in 
French debt and to a lesser extent 
debt issued by the Netherlands.

In parallel, management 
launched a tender procedure to 
select a manager with a view 
to a first investment in office 
real estate. the procedure 
implemented was a restricted call 
for tender in two phases. It was 
launched on 7 June 2011. the 
procurement committee met on 
28 July 2011 to issue its opinions 
on the candidates accepted to 
make a bid.

  aUGUSt – oCtoBEr 2011
 Review of events
On 5 August, Standard & 
Poor’s downgraded the United 
States’ AAA rating in view of 
the difficulties encountered in 
reaching an agreement on raising 
the debt ceiling. this triggered 
an immediate upsurge in risk 
aversion. the stock markets 
slumped, paving the way for an 
explosion in interest rates and 
spreads within the european 
Union.

this environment provided the 
background for speculative 
attacks on Spanish and Italian 
debt, pushing the 10-year rates 
for these two countries up to 
6.40%. French debt also came 
under attack following rumours 
of a possible rating downgrade. 
these conditions therefore 
greatly benefited “core” country

AUGUST – 
OCTOBER

iNvestmeNts 
iN corporAte 
boNds ANd equities

NOVEMBER – 
DECEMBER

reduciNg exposure 
to the sovereigN 
debt of peripherAl 
europeAN couNtries

5 DECEMBER

refusAl to iNvest 
iN securities:

+  with A lower returN 
thAN the returN 
oN liAbilities

+  with A high risk 
of defAult

2011
JULY

restructuriNg 
boNd portfolio 
ANd reduciNg risk
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bonds and particularly 
German bonds, whose rates 
dropped to record lows (1.89% 
at end-September) due to the 
flight to quality.

In these conditions, the ecB 
was forced to reactivate its 
asset purchase programme 
and extend it to Italy and 
Spain (€55 billion over the 
month). It also reintroduced 
extraordinary liquidity 
measures.

  Action taken by 
management

the moves made to reduce the 
bond portfolio’s risk, initiated 
in May, continued through July 
and August with the sale of 
nearly €150 million of Italian 
bonds.

the Scheme favoured 
investments in corporate 
bonds rather than sovereign 
debt, with €435 million 
invested in the “credit” 
mandates between May 
and December 2011.

At the same time, the 
procurement committee met 
on 11 October 2011 to allocate 
the first real estate asset 
management mandates.

the Scheme took advantage 
of the fall in the equity 
markets during the summer 
to invest the remainder of the 
budget allocated to equity 
investments.

   NoVEMBEr –  
dECEMBEr 2011
 Review of events
Policymakers’ failure to 
reassure investors weighed 
on the markets. In line with 
market expectations, the ecB 
decided to lower its key rates. 
On 1 November, Mario Draghi 
took over as head of the ecB 
and started his mandate with 
a 25bp rate cut. New technical 
governments took up their 
positions in Greece and Italy.

 Action taken 
by management
the Scheme continued to 
reduce its exposure to the 
sovereign debt of peripheral 
european countries by selling 
€81 million of Italian bonds, 
in order to strengthen its 
positions in French bonds and 
more marginally in Austrian 
bonds.

  5 dECEMBEr 2011
 Review of events
S&P threatened to downgrade 
the ratings of all european 
countries. On 8 December the 
ecB once again cut its key 
rates by 25bp and introduced 
various measures to shore 
up the banks. the upsurge 
in risk aversion following 
the european summit on 
9 December added to the 
downward pressure on the 
yields of the safest bond 
assets. 

the flight to quality resulted 
in a fall in the German 10-year 
rate, bringing it to 1.82% at 
the end of December.

Following the summit, the 
French government bond yield 
curve came under pressure. 
Fitch downgraded France’s 
rating outlook and put the 
ratings of six other euro zone 
countries on negative credit 
watch.

the creation of the european 
Stability Mechanism was 
brought forward by one 
year and it was agreed 
to strengthen the IMF’s 
capacity to intervene.

 Action taken 
by management
As there could be no question 
of investing in securities 
whose yield was lower than 
the rate of return on liabilities, 
or in securities with high 
risks of default, the Scheme 
increased its cash position, 
which stood at €479 million 
at the end of 2011.
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source — ERAFP technical and Financial management department

10-YeAR RAte – 2011

12/2010 12/2011

7,5

7

6,5

6

5,5

5

4,5

4

3,5

 Belgium  Italy  Spain  

source — ERAFP technical and Financial management department

10-YeAR RAte GReece – 2011

12/2010 12/2011

34

29 

24 

19 

14

9

4

%

source — ERAFP technical and Financial management department

10-YeAR RAte – 2011

12/2010 12/2011

4

3,5

3

2,5

2

1,5

 Germany  France  Netherlands  Austria

 Greece42



aN oriGiNal Sri  
aPProaCH

ThE SRi ChARTER
In a resolution adopted on 10 November 2005, eRAFP’s Board of Directors decided to 
implement an investment policy that consistently and permanently factors in the pursuit 
of the public interest. Adopted in March 2006, the SRI charter specifies the orientations, 
content and resources needed to apply this policy of socially responsible investment.

  the ScheMe’S SRI 
APPROAch IS UNIqUe 
IN SeVeRAl WAYS:
+  the Board of Directors 

oversees the SRI approach 
internally; while the Board 
and management entity 
naturally rely on outside service 
providers such as consultants 
and rating agencies, the Board 
itself defined the approach 
to satisfy the demands and 
values of the Board members, 
and permanently monitor its 
application;

+  the policy’s content is “100% 
SRI”, i.e. the SRI charter 
applies to all of the Scheme’s 
investments and takes into 
account the specificities of each 
asset class.

  the ScheMe’S SRI 
APPROAch IS GlOBAl 
AND INteGRAteD:
+  it applies not only to all the 

Scheme’s investments but 
also to all investment phases, 
from the stock-picking process 
to monitoring the securities 
or assets held following the 
investment;

+  it is based on a broad range 
of values applied across all 
investments, instead of an array 
of theme-specific criteria;

+  it factors in links between 
different challenges and 
among various issuers instead 
of addressing each situation 
separately.

2006
sri chArter 
is Adopted
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  It IS theReFORe 
NOteWORthY, FOR 
exAMPle, thAt: 
+  the analysis of a company’s 

environmental performance is 
incomplete if it does not take into 
account the impact of its products;

+  it makes no sense to exclude 
certain economic sectors when 
the portfolio includes issuers 
from other sectors with close 
ties to the excluded sectors.

+  Rule of law and human rights

Fight against discrimination in all 
forms, particularly gender bias.

Freedom of conscience and 
expression.

Human rights in the workplace.

Fight against corruption  
and money-laundering, etc.

+ Social progress

Compliance with fundamental 
rules of labour law,

Contribution to employment growth,

Implementation of forward-looking 
employment strategies,

Quality of contractual guarantees,

Ratio of employee earnings 
to shareholder remuneration 
(for companies), etc.

+ Democratic labour relations

Respect for freedom of association 
and the rights of trade unions and 
employee representatives.

Promotion of collective bargaining.

Existence and role of participative 
and advisory bodies.

Improvements to health, safety and 
security conditions in the workplace 
and creation of health and safety 
committees (for companies), etc.

+ Environment

Preventing environmental impact 
(water, air, waste, etc.).

Management of environmental risks 
(pollution, management of life-cycle 
impacts of products or services).

Limitations of greenhouse gas 
emissions.

Preservation of biodiversity, etc.

+  Good governance 
and transparency

Good governance (balance of powers 
and effectiveness of decision-making 
and executive bodies, effectiveness 
of audit and control mechanisms, 
method for determining executive 
remuneration, etc.).

Proper application of legal and 
tax rules.

Compliance with ethical rules 
(rejection of tax havens, fight 
against money-laundering, etc.).

Open approach to relations 
with all stakeholders.

Transparency about business 
operations and financial 
performance, etc.

THE FIVE VALuES oF THE CHARTER
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tHE Sri  
EValUatioN SYStEM
  the RAtING MethOD
the SRI guidelines, adopted in 
March 2007, outline in detail and 
“make operational” the values 
and implementation principles 
set forth in the charter. each 
value is broken down into 
separate criteria, and each 
criterion is associated with 
indicators.

the ratings are assigned: 

+  based on criteria, 

+  and then totalled for each 
value, with weightings ranging 
between 1 and 3 for each 
criterion.

the final issuer rating is the 
simple average of the ratings 
assigned for the five values, 
with each value given the same 
weighting.

  exclUSION cRIteRIA
the charter sets out three 
criteria that if not fulfilled result 
in the automatic exclusion of 
State-issued securities, and 
in some cases local authority 
issues, from investment.

these criteria are: 

+  rejection of the death penalty;

+  rejection of the use of child 
soldiers;

+  rejection of the practice 
of torture.

  A DYNAMIc BEst in ClAss 
APPROAch
the charter uses a best-in-
class approach reflected in the 
guidelines through quantitative 
rules that define the scope of 
eligible investments. these rules 
are detailed for each asset class 
in order to foster progress. this 
implies: 

+  not excluding certain business 
sectors but promoting the most 
responsible issuers within each 
sector and, more generally, 
within comparable issuer 
groups,

+  rewarding progress by awarding 
bonus points to issuers that 
have made efforts to improve,

+  monitoring and working with 
issuers that are making steady 
progress.

3 
ExCLuSIoN 
CRITERIA

DynAmiC BEst in ClAss 
APPRoACh
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source — ERAFP technical and Financial management department

ORGANISAtIONAl MODel FOR the SYSteM

control

4
SRI rating

2
Reporting

3
SRI policy

1

ERAFP

SRi rating agency

FOR DIRect BOND MANAGeMeNt

DeleGAteD MANAGeMeNt 

control

4
SRI policy

1

Reporting

3

Asset management companies

SRI policy

1

SRI rating

2

3

ERAFP

SRi rating agency

1 SRI POlIcY
+  Definition of investment policy

+  Ruling on differences 
of interpretation

+  Decisions on changes to 
the charter and guidelines

2 SRI RAtING
+  SRI data for the management 

entity

 ( ) Red flags

3 RePORtING
+  quarterly reporting

+  Regular updates

4 RePORtING
+  Oversight of SRI policy 

implementation, controls 
and requests for investment 
adjustments

+  Study of annual reports 
(managers, agencies,  
committees, etc.)

Reporting
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rolES oF  
tHE VarioUS BodiES
  BOARD OF DIRectORS
the Board of Directors:

+  sets the general direction 
for the SRI policy. to be truly 
responsive, the Board needs 
to be consistently and fully 
informed, not just brought up to 
date after the event. Additional 
measures assure this close 
relationship, notably regular 
meetings of the Investment 
Policy Monitoring committee 
(comité de suivi de la politique 
de placements – CsPP);

+  oversees implementation of the 
SRI policy, notably through the 
work performed by the cSPP;

+  makes decisions on any 
changes to the guidelines based 
on the preparatory work by the 
cSPP.

 the MANAGeMeNt eNtItY
the management entity plays 
several roles:

+  directly implements the SRI 
policy for bond investments 
managed in-house, which 
under the Scheme’s current 
regulations concerns sovereign 
and similar bonds;

+  verifies application of the 
SRI policy by external asset 
management companies, 
taking any necessary measures 
to ensure compliance;

+  ensures that the contracts 
signed with external rating 
agencies are properly executed;

+  reports to the Board of 
Directors and the cSPP 
on the implementation 
of SRI policy and provides 
support for preparatory work 
performed by directors.
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  RAtING AGeNcIeS
the rating agencies – currently 
Vigeo and its partner Oekom – 
are responsible for analysing 
the asset portfolio on a quarterly 
basis and providing detailed 
reports to eRAFP. 

  ASSet MANAGeMeNt 
cOMPANIeS
the management of asset classes 
other than sovereign and similar 
bonds has been delegated to 
asset management companies.

Up to 2011, four companies 
managed equities of large, listed 
euro zone companies, each with 
an identical mandate.

Following a tender procedure 
launched in 2010, these 
management companies, whose 
mandates expired in 2011, were 
replaced.

currently:

+  five companies manage equities 
of large, listed euro zone 
companies, each with a distinct 
mandate;

+  one company manages listed 
euro zone small and mid caps.

the tender, which is innovative 
in several ways, is described in 
greater detail in the last section 
of this report. 

In addition:

+  two companies manage equities 
of large, listed international 
companies (excluding emerging 
countries), each with identical 
mandates;

+  two companies manage 
investment grade euro-
denominated bonds, each 
with identical mandates.

 

VIGEo  
& oEKoM
sri rAtiNg AgeNcies
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 to reduce the number of 
cases of non-compliance with 
the SRI policy, eRAFP meets 
regularly with asset managers 
and interacts directly with 
issuers. 

 SOVeReIGN BONDS
these securities are 
managed directly by eRAFP. 
they account for the large 
majority of the Scheme’s 
assets and generally obtain 
higher SRI scores than 
the benchmark index. All 
countries represented in 
the portfolio are eligible 
as regards eRAFP’s SRI 
policy. the portfolio’s SRI 
outperformance increased in 
2011, resulting in part from a 
reduction in eRAFP’s positions 
on some countries whose SRI 
ratings were on average lower 
than those of other euro zone 
countries. 

  lOcAl AUthORItY 
BONDS
the Scheme holds bonds 
issued by local authorities 
whose SRI ratings have up 
to now been relatively low, 
due largely to their lack of 
participation in the rating 
process initiated by the rating 
agencies operating in this 
area. eRAFP works with 
these local authorities to 
encourage them to participate 
actively in the rating process. 
these discussions have 
revealed local authorities’ 
growing awareness of the 
expectations of “responsible” 
investors in the area of eSG(6) 
criteria, as well as the need 
for these investors to adapt 
their assessment tools to the 
specificities of such issuers. 
these efforts have borne fruit; 
on average the SRI ratings of 
the local authority issuers in 
the portfolio improved in 2011.

 cORPORAte BONDS
the good SRI results achieved 
since 2009 were confirmed in 
2011, as the portfolio further 
outperformed the benchmark 
index. the outperformance is 
greatest for this asset class.

  eqUItIeS
In terms of its investments 
both in euro zone and 
international equities, 
eRAFP’s portfolio has higher 
overall SRI ratings than the 
benchmark index. this trend 
remained stable in 2011 for 
euro zone equities whereas 
the SRI outperformance of 
international equities declined 
slightly. 

According to the rating 
agency, the weight in the 
portfolio of companies that 
do not comply with the SRI 
system decreased in 2011. 
to minimise the weight of 
non-compliant companies, 
eRAFP regularly meets the 
asset managers to compare 
their viewpoints with the Vigeo 
ratings. 

the asset managers have also 
implemented active voting 
policies.

(6)  environmental, social and governance.

oVErViEw
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BoNd  
PortFolio

  SOVeReIGN BONDS
Sovereign bonds accounted for 
more than 60% of the Scheme’s 
bond portfolio at 31 December 
2011. they include fixed-rate and 
inflation-indexed bonds issued by 
euro zone States as well as bonds 
guaranteed by these States, such 
as bonds issued by Kreditanstalt 
für Wiederaufbau, the German 
public-sector development bank.

All issuers in the portfolio satisfy 
the eRAFP eligibility filter, based 
on the Oekom rating. Indeed, as 
regards the overall SRI rating, 
all States whose bonds are 
included in the eRAFP portfolio 
have received an average rating 
of above 50/100. In addition, 
the average rating of eRAFP’s 
portfolio is 1.4 points above that 
of the benchmark index. this 
non-negligible outperformance(7)  
increased further in 2011. the 
SRI rating difference between 
the portfolio and the benchmark 
index is positive for each of 
the five values of eRAFP’s SRI 
approach.

In contrast, over a four year 
period, the outperformance has 
declined as it stood at 2.2 points 
in December 2007. In absolute 
terms, however, the portfolio’s 
average rating has improved by 

0.8 points over this period. the 
deterioration in the portfolio’s 
relative SRI performance despite 
this increase is due to the marked 
improvement in the average 
rating of the benchmark during 
this period. 

From 2007 to 2009, the gradual 
reduction in the average 
difference between the 
portfolio’s SRI rating and that 
of the index resulted from the 
portfolio’s diversification towards 
issuers(8) satisfying eRAFP’s 
SRI requirements but which 
nevertheless: 

+  have average SRI ratings lower 
than those of the other euro 
zone countries,

+  offer higher returns along 
with better overall portfolio 
diversification.

to some extent, a positive 
correlation is observed between 
the financial solidity of the States 
and their SRI rating(9). this point 
will be discussed in greater detail 
in the last section of this report. 

 

MoRE  
THAN 60% 
of scheme’s portfolio 
iN sovereigN boNds 
At 31 december 2011
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the more marked reduction 
in the average SRI rating 
between the portfolio and 
benchmark index in 2010 
also reflects mainly the 
reduced weighting in the 
index of certain countries 
whose SRI performance 
was below the euro zone 
average and whose financial 
ratings were downgraded. 
For these States shaken by 
the financial crisis and whose 
bonds were overweighted 
in eRAFP’s portfolio at the 
end of 2010, transparency 
problems were mentioned on 

several occasions. this issue 
is reflected in particular in the 
portfolio’s underperformance 
relative to the index in the 
area of Good governance and 
transparency at the end of 
2010. As eRAFP gradually 
reduced its positions on 
some of these States in 2011, 
the SRI rating difference 
between the portfolio and its 
benchmark index increased 
again during the year.

(7) A 1-point outperformance is non-
negligible to the extent that significant 
overlap exists between the benchmark 
index universe and eRAFP’s investment 
universe following the application of its 
SRI filter. 

(8) eRAFP’s initial investments in sovereign 
bonds involved French government bonds 
with a high SRI rating. consequently, any 
diversification towards government bonds 
of less highly rated countries necessarily 
decreases the portfolio’s average SRI 
rating. 

(9) the Irish example nevertheless 
illustrates that the two cannot be 
considered equivalent, since the country’s 
SRI rating is relatively high and before the 
crisis the country was considered to be in 
a healthy financial position.

source — vigeo

cOMPARAtIVe tReND IN PORtFOlIO AND BeNchMARk INDex  
At 31 December 2011

2007 2008 2009 2010 2011

69.2
67.0

69.2
70.6

68.569.5
68.0

69.866.067.9

+ 2.2 + 1.9 + 1.8 + 1.0 + 1.4

 Portfolio rating  Index rating  Difference

source — vigeo

eUROPeAN SOVeReIGN BOND PORtFOlIO – At 31 December 2011

Rule of law and human rights 65.7 63.2 2.5 1.9

Social progress 49.8 46.9 2.9 1.7

Democratic labour relations 83.2 82.1 1.1 0.6

environment 65.2 65.0 0.2 0.9

Good governance and transparency 89.3 88.5 0.8 -0.1

overall rating 70.6 69.2 1.4 1.0

PORtFOlIO  INDex  DIFFeReNce 
Average rating

SUMMARY RAtINGS

DIFFeReNce  
At 31/12/10
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  lOcAl AND ReGIONAl 
AUthORItY BONDS
the lack of liquidity in the local 
and regional authority bond 
market is not a dissuasive factor 
for an investor such as eRAFP, 
which is structured to hold bonds 
until they mature. this portfolio 
was valued at some €362 million 
at end-2011, or 3% of the total 
portfolio. At 31 December 2011, 
eRAFP’s portfolio contained nine 
bond lines from 15 issuers, one 
of the lines being jointly issued by 
seven German federal states. 

eRAFP innovated by launching a 
tender for a rating agency on this 
asset class. So far, the Scheme 
appears to be the only investor 
to systematically incorporate 
SRI analyses in its investment 
process for this asset class.

local and regional authorities 
are not used to the requirements 
of non-financial rating agencies 
and do not yet appear to have the 
resources and structures needed 
to participate actively in the rating 
process established by Vigeo.

Meanwhile, non-financial ratings 
agencies have only limited 
demand from investors for 
SRI assessments of local and 
regional authorities. As a result, 
they have limited resources 
available to develop research and 
ratings processes that are ideally 
adapted to the specificities of 
these types of issuers. 

In markets with only limited 
liquidity, RAFP can provide an 
incentive for the respective 
authorities to participate in the 
ratings process so as to improve 
the relevance of the ratings. 
thus in 2008 eRAFP initiated an 
engagement process with the 
local and regional authorities it 
was most likely to invest in:

+  in 2008, eRAFP worked with 26 
rated authorities to explain its 
investment policy; 

+  in 2009 it informed the 
authorities whose SRI ratings 
were not satisfactory that it 
would not be able to invest 
further in their securities 
unless they improved their 
ratings;
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PORtFOlIO  INDex  DIFFeReNce 
DIFFeReNce  
At 31/12/10

PORtFOlIO  INDex  DIFFeReNce 
DIFFeReNce  
At 31/12/10

+  in 2010, eRAFP, with the 
support of Vigeo, continued 
its efforts by writing to and 
establishing direct contact 
with all rated authorities 
in the portfolio whose SRI 
ratings were deemed less 
than satisfactory. these 
discussions confirmed the 
growing awareness among 
local and regional authorities 
of responsible investors’ 
expectations regarding eSG 
transparency issues.  
they also confirmed a 
certain mismatch between 

some aspects of the eRAFP  
guidelines and the ratings 
methods of the agencies on the 
one hand and the  specificities 
of this type of issuer on the 
other;

+  in 2011, discussions were 
stepped up with three local or 
regional authorities included in 
eRAFP’s portfolio. the impact 
of these discussions was 
particularly positive, with one 
authority achieving a significant 
improvement in its average SRI 
rating.

ESG
eNviroNmeNtAl, 
sociAl ANd 
goverNANce issues

source — vigeo

lOcAl AND ReGIONAl AUthORItY BOND PORtFOlIO – At 31 December 2011

Rule of law and human rights 49.9 50.2 -0.3 -6.0

Social progress 38.2 29.4 8.8 -1.2

Democratic labour relations 53.1 51.8 1.3 2.1

environment 56.0 49.3 6.7 -0.9

Good governance and transparency 60.6 63.7 -3.1 -11.7

overall rating 52.8 50.4 2.4 -3.5

Average rating

SUMMARY RAtINGS

source — vigeo

cORPORAte BOND PORtFOlIO – At 31 December 2011

Rule of law and human rights 58.2 50.1 8.1 6.3

Social progress 45.5 37.1 8.4 6.9

Democratic labour relations 49.9 42.3 7.6 8.5

environment 51.2 43.1 8.1 4.6

Good governance and transparency 49.2 44.7 4.5 4.2

overall rating 50.8 43.5 7.3 6.1

Average rating

SUMMARY RAtINGS
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Another authority expressed 
its decision to participate 
more actively in the SRI rating 
process without this having as 
yet any noticeable impact on its 
SRI ratings.

the third authority explicitly 
refused to participate in the SRI 
rating process. As the market 
conditions were favourable, this 
authority’s bonds were sold.

this process is part of a policy 
of engagement with issuers.  
It enables the local authorities 
to familiarise themselves 
with the expectations of SRI 
investors, of which there are 
not many for this asset class 
but whose influence is sure 
to grow steadily in the years 
ahead. For eRAFP, these 
discussions are also part of 
a continuous improvement 
process in the implementation 
of its SRI approach. In 2011, 
eRAFP worked with its SRI 
research providers to better 
adapt the ratings methods and 
tools to the specificities of local 
authorities. 

In the light of the average 
SRI ratings of eRAFP’s local 
and regional authority bond 
portfolio, this engagement 
approach has had a positive 
impact. On average, the SRI 
ratings of eRAFP’s portfolio are 
significantly higher than those 
of the index. this improvement 
is due not only to a better 
understanding of the ratings 
process by some authorities 
whose securities are held in 
eRAFP’s portfolio but also 
to the bonus system for SRI 
ratings of issuers which have 
made progress from one year 
to the next. 

  SUPRA-NAtIONAl 
BONDS
eRAFP’s portfolio contains 
bonds of only one “supra-
national” institution, the 
european Investment Bank 
(eIB), which satisfies eRAFP’s 
SRI filter, according to Oekom.

  cORPORAte BONDS
In 2009, an investment 
mandate was awarded for 
euro-denominated investment-
grade bonds. In 2011, a 
second mandate with identical 
characteristics was activated. 
these mandates do not include 
sovereign bonds or bonds 
receiving an explicit State 
guarantee, bonds issued or 
explicitly guaranteed by local or 
regional authorities and supra-
national bonds.

Issuers whose bonds may be 
purchased pursuant to this 
mandate may fall into four 
categories:

+  financial companies;

+  non-financial companies;

+  collateralised bond issuers;

+  government agencies, 
which are private- or public-
sector entities more or less 
controlled by States or local 
or regional authorities.

On average this bond portfolio 
has ratings well above those 
of the benchmark index for 
all eRAFP’s SRI values. the 
increase in its outperformance 
relative to the benchmark 
index in 2011 reflected the very 
good SRI performance of the 
mandate activated during the 
year.
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PORtFOlIO  INDex  DIFFeReNce 
DIFFeReNce  
At 31/12/10

tHE EqUitY  
PortFolio
  eURO ZONe eqUItIeS
the SRI analyses presented 
in this report for listed 
large- and mid-cap euro 
zone equities begin as from 
31 December 2007, when 
Vigeo was first able to provide 
analyses across the full scope 
of eRAFP’s guidelines.

Vigeo’s research now covers 
97.1% of the companies 
included in the MScI eMU(10) 
index, which represent 98.8% 
of the index’s value. the 
analyses presented below 
may, therefore, be considered 
as representative of the entire 
portfolio.

Based on Vigeo’s analysis 
at 31 December 2011, the 
portfolio’s average rating is 
substantially above that of 
the benchmark index for all 
eRAFP’s SRI values. Since 
the end of 2010, the average 
difference has remained 
unchanged at 3.5 points.

At 31 December 2011 42% of 
the portfolio was invested in 
companies rated in the first 
quartile of eligible companies, 
i.e. companies that received 
the highest ratings in their 
sector (in red in the chart 
below), which demonstrates 
the proper application of the 
best in class principle by the 
asset management companies 
to which eRAFP has delegated 

the management of its equity 
investments. 

the application rules for 
the best in class principle 
defined by eRAFP for equity 
investments require exclusion 
from the portfolio of:

+  any company whose rating 
for one or more of eRAFP’s 
SRI values is less than half 
the average rating for the 
sector;

+  companies that qualify 
under this first filter but 
whose overall SRI ratings 
place them in the bottom 
quartile in their sector.

(10)  the MScI eMU is an index that 
measures the stock market 
performance of euro zone equities.

source — vigeo

cONSOlIDAteD eURO ZONe eqUItY PORtFOlIO – At 31 December 2011

Rule of law and human rights 57.5 54.0 3.5 4.1

Social progress 44.6 42.0 2.6 3.8

Democratic labour relations 49.8 45.1 4.7 3.0

environment 51.6 47.8 3.8 4.0

Good governance and transparency 50.7 47.8 2.9 2.4

overall rating 50.8 47.3 3.5 3.5

Average rating

SUMMARY RAtINGS
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Based on Vigeo’s analysis, the 
companies represented in the 
euro zone equity portfolio that 
failed to pass through at least one 
of eRAFP’s two SRI filters (in dark 
red and light red respectively in 
the chart on the opposite page) 
accounted for 6.5% of the total 
portfolio at the end of 2011. While 
further progress is needed, this 
is nonetheless an improvement 
as such companies represented 
7.5% of the portfolio value  
at end-2010. 

Over a longer period, the 
portfolio’s average SRI rating has 
improved but the improvement 
was not continuous (see chart on 
page 57). While in absolute terms 
the increase in the portfolio’s 
average SRI rating partially 
reflects the improvement in 
the practices of companies in 
the investment universe (the 
index’s average SRI rating 
also increased), the widening 
difference between the portfolio 
and the index can be attributed 
to:

+  the investment choices  
of the fund managers;

+  the effective allocation of 
investments amongst the 
various investment funds 
decided by eRAFP.

In 2011, the portfolio’s average 
rating continued to improve while 
the difference relative to the index 
remained stable.  
the impact of the change of asset 
management companies and the 
new mandates put in place has 
therefore been neutral, or even 
somewhat positive, in terms of 
the portfolio’s SRI quality. All in 
all, the portfolio’s average rating 
is now higher than at the end of 
2007, at 50.8 compared with 49.8, 
and the difference compared 
with the index has increased 
to 3.5 points at the end of  
2011 compared with 3.3 points 
at end-2007. 50.8

portfolio’s AverAge 
sri rAtiNg
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source — vigeo

BReAkDOWN OF eqUItY PORtFOlIO BY SectOR AND SRI RAtING

 exclusion(1) (1st filter)  1st quartile of remaining securities  2nd quartile of remaining securities  3rd quartile of remaining securities  
 4th quartile of remaining securities

(1) eRAFP’s best in class approach to equities is applied based on the following rules: 
- companies whose rating for at least one eRAFP value is less than half the average rating of its business sector (first filter) are excluded, 
- All companies that pass this first filter are then ranked according to their overall SRI rating; the lowest-rated companies are then excluded.

consumer staples

consumer discretionary

energy

Financials

Industrials

Materials

healthcare

Utilities

Information technologies

telecommunications

0.8% 2.2% 1.0% 4.2%

1.9% 2.6% 2.6% 4.1%0%

0.6% 6.5%1.0%

3.0% 3.9%0.5% 0.4%

0.3% 1.5% 4.3% 4.0%0.5%

0.7% 2.8% 6.0% 6.2%0.1%

0.2% 0.2% 5.7%0.3%

2.1% 2.7% 3.7%0.5%

3.5% 1.2% 0.5%

1.9% 2.4%4.1%0,5%

source — vigeo

eURO ZONe eqUItY PORtFOlIO - Overall rating: comparative trends in portfolio and benchmark index 

+ 3.5+ 3.5+ 2.9+ 2.4+ 3.3

2007 2008 2009 2010 2011

47.347.0

50.850.5

47,247.5
49.8

44.3

45.146.5

 Portfolio rating  Benchmark index rating  Difference 57
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  INteRNAtIONAl eqUItIeS
In 2009, eRAFP allocated two 
new management mandates for 
international equities excluding 
emerging countries. the first 
analysis of this new portfolio was 
performed in December 2009, 
and as a result we now have a 
two-year track record to assess 
SRI performances. 

the average ratings are well 
below those of the euro zone 
equities portfolio, notably with 
regard to the social progress 
and democratic labour relations 

categories. the high proportion of 
US companies within the portfolio 
and the index(11) is one reason 
for the major difference with 
the euro zone equity portfolio. 
Aside from the substantial 
cultural differences in these 
areas compared with the euro 
zone countries most broadly 
represented in the equity market 
indices, the impact of the US 
regulatory framework also plays 
a major role.

source — vigeo

INteRNAtIONAl eqUItIeS PORtFOlIO – At 31 December 2011

Rule of law and human rights 43.9 40.9 3.0 2.0

Social progress 27.1 24.2 2.9 3.0

Democratic labour relations 28.3 26.8 1.5 2.0

environment 40.1 36.5 3.6 5.0

Good governance and transparency 43.8 42.8 1.0 3.3

overall rating 36.6 34.2 2.4 3.1

source — vigeo

cOMPARAtIVe tReNDS IN PORtFOlIO AND BeNchMARk INDex

2009 2010 2011

38.5
39.1

36.6
36.1

35.4
34.2

+3.1+3.1 + 2.4

 Portfolio rating  Index rating  Difference

PORtFOlIO  INDex  DIFFeReNce 
DIFFeReNce  
At 31/12/10

Average rating

SUMMARY RAtINGS
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For example, the United States 
has never signed any of the main 
International labour Organisation 
agreements(12) on freedom of 
association. 

Although this portfolio’s SRI 
ratings are relatively low 
in absolute terms, its SRI 
performance is very positive when 
compared with that of the index. 
Based on Vigeo’s analysis, the 
portfolio outperformed the index 
by 2.4 points at the end of 2011 in 
terms of SRI ratings.

After improving significantly in 
2010 due to the fund managers’ 
better understanding of social 
progress and democratic labour 
relations issues, the portfolio’s 
average SRI rating deteriorated 
significantly in 2011 and the 
difference relative to the index 
lessened. this was due largely 
to the emphasis placed on 
“engagement” by one of eRAFP’s 
two international equities asset 
management companies. Rather 
than sell the shares of a company 
whose eSG performance has 
deteriorated, the management 
company prefers to play its role 
as an active shareholder by 
urging it, through discussions, 
to improve its practices in these 
areas. however, it is hard to 
see any positive impact of this 
engagement in the short-term 
trends in SRI ratings of the 
companies concerned. these will 
need to be examined on a case 
by case basis to see whether this 
approach is really effective.

  exeRcISe OF VOtING 
RIGhtS
In 2011 eRAFP had not yet 
established a set of principles 
for the exercise of voting rights 
beyond those included in the SRI 
charter’s general principles, 
which in the area of governance 
recommend in particular:

+  the separation of duties of 
the company’s chairman 
and its chief executive Officer;

+  the diversity and 
complementary nature 
of experience and skills 
on the board of directors;

+  a significant proportion 
of independent members 
of the board of directors and 
its specialised committees;

+  respect for shareholders’ 
rights and fair treatment of 
shareholders;

+  when an officer leaves the 
company, predefined and 
limited retirement and/or 
severance packages.

the exercise of voting rights 
is delegated to the asset 
management companies. 

(11)  At 31 December 2011, securities 
issued by US companies 
accounted for 50.7% and 52.7% 
of the portfolio and index, 
respectively.

(12)   convention 87 on the Freedom 
of Association and Protection 
of the Right to Organise  - 
convention 98 on the Right 
to Organise and collective 
Bargaining - convention 135 on 
Workers’ Representation.
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they undertake to exercise the 
voting rights attached to the 
financial instruments held in 
the investment funds in the sole 
interest of eRAFP, based on its 
guidelines and in particular in 
accordance with its SRI charter.

the asset managers vote 
independently, but there 
is nonetheless a degree of 
convergence between the 
principles applied by the various 
institutional investors. eRAFP’s 
asset managers report on the 
implementation of their voting 
policy on a quarterly basis. In 
2011, in order to limit situations 
of potentially inconsistent voting 
amongst the various managers, 
eRAFP asked to be informed 
of their voting plans prior to 
the shareholders’ meetings 
of a number of companies. 
Given its limited resources and 
experience in the analysis of 
shareholder resolutions, eRAFP 
decided to concentrate initially 
on French companies whose 
shares were included in most 
of the investment funds at the 
time of the vote. 

 

this practice enabled eRAFP to:

+  ensure a consistent approach 
amongst the managers on the 
main topics to be voted upon 
by shareholders;

+  identify the topics that will 
require more in-depth 
analysis in the future with a 
view to possibly drawing up 
formal voting guidelines.

In 2011, eRAFP’s asset 
managers exercised their voting 
rights at 1,086 shareholders’ 
meetings. Some of the votes 
cast during these meetings 
were votes against resolutions 
or abstentions. 

Out of a total of 14,661 votes 
cast, 1,226, or 8%, were either 
against the resolutions or were 
abstentions. If we take solely 
the euro zone equity mandates, 
the opposition rate rises to 
11%. While this “opposition 
ratio” may appear low, it is 
twice as high as that of the 
average investor in France, 
which is around 5% according to 
Proxinvest. the lower opposition 
ratio in connection with 
international equity mandates is 
largely due to the fact that one 
of the portfolios, which is highly 
diversified, has a large number 
of investment lines, thereby 
making it difficult to perform 
an in-depth analysis of all 
resolutions put to shareholder 
votes.

As regards the smaller number 
of companies in respect of 
which eRAFP has asked to 
be consulted prior to the 
shareholders’ meetings, asset 
management company votes 
opposing the resolutions and 
abstentions typically fell into 
three categories: 

+  the appointment or renewal 
of a mandate of directors 
deemed non-independent, 
i.e. with ties to the company’s 
management, or with too 
many board appointments to 
be able to fulfil their duties in 
a satisfactory manner;

+  management remuneration 
(bonuses, stock options, 
retirement and/or severance 
benefits, additional pensions, 
etc.) deemed excessive and/or 
uncorrelated to the company’s 
performance;

+  the establishment of 
anti-takeover provisions, 
notably the possibility of 
significantly increasing 
the company’s share 
capital without preferential 
subscription rights for existing 
shareholders during the 
offering period.
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FiNE-tUNiNG, iMPlE-
MENtiNG aNd ENHaN-
CiNG tHE Sri SYStEM
the financial and economic crisis 
that began in 2007 and whose 
effects were still being felt in 
2011 has confirmed the relevance 
of the Scheme’s SRI policy:

+  maximisation of financial 
returns alone and complete 
reliance on the self-regulation 
of the financial markets have 
revealed their limitations;

+  major issues addressed in the 
charter but often ignored in 
the past, such as sharing value 
added and fighting against tax 
havens, have once again become 
central issues;

+  the Scheme’s SRI policy is part 
of a broader investment strategy 
based also on prudent asset 
and liability management, which 
enables it to stay the course in 
an uncertain financial market 
environment.

In 2011, the tender procedure 
staged to renew the euro zone 
equity management mandates 
provided an opportunity to 
draw up new mandates and 
management tools designed to 
facilitate the dissemination of SRI 
practices. In 2012, eRAFP will 
continue to develop its approach 
as a responsible investor, in 
particular by further developing its 
engagement policy.

thE FinAnCiAl AnD 
EConomiC CRisis hAs 
ConFiRmED thE 
RElEvAnCE oF thE 
sChEmE’s sRi PoliCy
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CoNSolidatiNG tHE 
SCHEME’S aPProaCH

  REAFFiRmiNG ThE 
SChEmE’S CoNviCTioNS
Given the regulations governing 
eRAFP’s investment universe, 
the sovereign debt crisis 
substantially restricted its 
investment opportunities. Despite 
this difficult environment, eRAFP 
managed to maintain a high 
coverage ratio of the Scheme’s 
liabilities, at 109.35%.

Financial market uncertainty 
nevertheless continues, and 
eRAFP intends to maintain an 
investment strategy that will 
enable it to stay the course 
during this turbulent period. this 
strategy is based on conservative 
asset and liability management, 
ongoing asset diversification 
and a Socially Responsible 
Investment (SRI) policy consistent 
with a long-term view and a 
commitment to looking beyond 
immediate financial gain.

the financial crisis has elicited 
two types of response: 

+  some have decided that it 
could justify a return to strictly 
financial considerations on the 
grounds that during difficult 
periods the priority should be 
given to maintaining returns in 
the short-term;

+  others have found that the 
crisis has revealed the 
limitations of such an approach, 
which favours a short-term 
investment horizon, excessive 
risk-taking, inflated estimates 
and/or demands regarding 
returns, and in some cases 
blindness to risks that cannot 
be assessed solely on the basis 
of financial data.

For the Scheme, the crisis 
confirms the relevance of its 
SRI approach. the Scheme’s 
commitment to its SRI policy 
is not motivated by hopes of 
immediate outperformance.  
the SRI filter nevertheless makes 
it possible to better assess 
medium- and long-term risks 
and identify the sectors and 
companies that will be the growth 
drivers of tomorrow.

109.35%
the scheme’s coverAge 
rAtio
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For the Scheme, and as part of 
its endeavours to optimise its 
financial return/SRI profile, the 
message included in the charter 
bears repeating: 

“the Board of Directors believes 
that investments based solely 
on the criterion of maximum 
financial return fail to account 
for their social, economic and 
environmental consequences. in 
contrast, by making investments 
on the basis of the values it has 
adopted (...), the Board intends 
both to promote the operations, 
companies, local authorities 
and states which respect these 
benchmark values and to exert 
influence to ensure that they are 
more widely applied.”

  LESSoNS LEARNED FRom 
ThE CRiSiS
Social values
the charter includes at least two 
criteria that are specific to the 
Scheme, namely the rejection of 
tax havens and relative trends in 
the remuneration of shareholders 
and of employees. the crisis has 
highlighted the extent to which 
both criteria have contributed to 
the imbalances that triggered it.

Environmental values
It could be feared that the 
financial crisis would call into 
question the commitments 
made by many governments to 
pursue ambitious environmental 
policies. After the relative failures 
of the copenhagen and cancun 
Summits in 2009 and 2010, 
respectively, the difficulties of 

getting governments to agree on 
the tough undertakings needed 
to limit global warming to 2°c 
were highlighted in 2011 at the 
17th UN congress on climate 
change in Durban. Although the 
agreement reached provides 
for continuing negotiations, no 
global agreement involving the 
United States, India and china 
is likely to be drawn up before 
2015. Although the kyoto Protocol 
will continue until then, several 
countries including Japan, Russia 
and canada have decided to 
withdraw their commitments.

In these conditions it would 
be unwise to see international 
negotiations as the sole 
response to the challenge of 
climate change. In that sense, 
through their investment choices 
and engagement as active 
shareholders, investors need to 
favour companies that, in their 
own way and on a voluntary basis, 
strive to fight against climate 
change.

Governance values
the present economic crisis, and 
in particular that of the financial 
system, can be largely attributed 
to governance deficiencies at 
financial institutions, with far 
from adequate linkage between 
remuneration, risk exposure and 
long-term earnings, deficient 
control systems, etc. the crisis 
can therefore only motivate 
investors to give more weight to 
such considerations.
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the current economic 
environment is a good time for 
reflection on strengthening 
the regulatory framework, 
and in particular the financial 
regulatory framework. Issuers 
that demonstrate sufficient 
innovative capacities to anticipate 
upcoming regulatory changes 
will gain a competitive advantage 
over time. In that regard, eRAFP’s 
best in class SRI approach makes 
perfect sense.

  the IMPAct OF SRI ON 
FINANcIAl MANAGeMeNt: 
FIRSt IMPReSSIONS
Given its limited history and the 
complexity of the subject, no 
hasty and definitive conclusions 
should be drawn. Nevertheless, 
one characteristic feature of an 
SRI approach is emerging in the 
context of this crisis, namely that 
it would appear to have a more 
defensive profile.

  SOVeReIGN BONDS
Before the crisis erupted, all euro 
zone States were paying nearly 
the same interest rates on their 
debt. the crisis changed this 
situation, and at the end of 2008 
rates diverged, with the least 
financially sound States having to 
offer creditors significantly higher 
rates.

A strong negative correlation 
exists between a State’s SRI 
rating and the cost of its debt 
(from a statistical standpoint, 
the SRI rating “explains” the vast 
majority of the return). these 
indicators can be complementary 
in assessing the “quality” of a 
State’s debt. thus, before the 
eruption of the sovereign debt 
crisis, the SRI ratings showed 
substantial divergences between 
certain euro zone countries 
currently in distress and the 
most economically sound euro 
zone States, whereas these 
divergences were much less 
evident in their respective interest 
rates. And yet asymmetries exist. 
For example, while it is clear that 
a poor SRI rating is in some ways 
a reflection of weakness that may 
be further revealed financially as 
a result of the crisis, a strong SRI 
rating does not per se guarantee 
sound management of public 
finances. the Irish example cited 
previously clearly demonstrated 
this point.
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  eqUItIeS
the performance attributions 
of companies to which eRAFP 
delegated its equity management 
show that in its current state, SRI 
research induces a bias in favour 
of large cap stocks, which post 
the most stable earnings and 
are clearly in a better position 
to implement and conduct SRI 
reporting.

During periods when markets 
decline, this bias in favour of 
large caps – which tends to give 
SRI portfolios a more defensive 
profile - can have a positive 
impact on their performance. 
After all, investors fall back on 
safer securities during crises, in 
particular equities of larger and 
therefore more diversified and 
stable companies. conversely, 
during periods of strong 
economic growth and rising 
markets, riskier securities are 
often the most favoured.  
A best in class SRI approach 
that focuses on the sustainable 
performance of companies may 
be penalised during bull markets, 
especially when they reach 
exuberant levels.

this line of thinking has found 
support in the findings of a recent 
study published by the eDhec-
Risk Institute(13). According to 
this study, the Aspi eurozone 
(SRI index constructed using 
the Vigeo methodology, which is 
akin to that of eRAFP), slightly 
underperformed a comparable 
non-SRI index over the 2002-2009 
period. the study goes on to show 
that after adjusting for several 
factors, including in particular 
the size bias, the ASPI index 
outperformed fairly significantly 
on average over the same period.

Accordingly, eRAFP’s decision 
to diversify its investments 
towards listed small- and mid-
cap shares, which took concrete 
form in 2011with the award of 
an SRI mandate focusing on 
these types of companies – is in 
particular designed to temper 
this bias at the level of its equity 
portfolio. the growing demand 
from investors for SRI research 
more adapted to the specificities 
of small- and medium-sized 
companies should also drive 
rating agencies to build up their 
own research in this asset class.

(13)  the performance of socially Responsible 
investment and sustainable development in 
France: an update after the financial crisis, 
september 2010.

THE SRI 
INDEx
coNstructed usiNg 
erAfp’s methodology 
ANd vigeo’s dAtA
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EraFP, aN iNVEStor 
aCKNowlEdGEd  
BY itS PEErS

In 2011, eRAFP participated 
in numerous SRI and general 
investment conferences in order 
to promote its SRI approach.

the Scheme’s determined and 
original SRI approach won further 
recognition in 2011 with several 
awards:

+  “Best use of equities” at the 
11th annual IPe (Investment 
& Pensions europe) awards.

+  “Best european investor in eSG” 
for the second year running at 
the 14th annual tBlI (triple 
Bottom line Investing) eSG 
leaders Awards.

For eRAFP, this communications 
policy is part of a strategy 
to promote its responsible 
investment approach and the 
values it adopts through its 
charter. In terms of external 
communications, the goal is 
to develop a participation and 
communications policy that in 
both form and substance goes 
beyond mere information on 
the operation of the Scheme 
and instead centres on the quest 
for effective implementation 
of the charter.

bEST uSE oF EquITIES,  
11th ANNuAl ipe 
AwArds

bEST EuRoPEAN 
INVESToR IN ESG,  
14th ANNuAl esg 
leAders AwArds
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this “engagement” approach may 
be taken with respect to: 

+  other investors: as part of the 
renewal of the euro zone equity 
investment mandates, eRAFP 
organised a tender consisting 
of several lots corresponding to 
various types of mandates. For 
several of these mandates, by 
taking on a significant portion 
of the non-financial analysis, 
eRAFP positioned itself to work 
with asset management firms 
that are not specialists in this 
area and for which collaboration 
with eRAFP would provide an 
opportunity to develop such 
skills. 
Moreover, by establishing 
indexed management mandates 
based on indices that satisfy its 
SRI needs, eRAFP aims to help 
disseminate tools that make 
it easier for other institutional 
investors to adopt a similar 
approach.

+  issuers: until recently, eRAFP’s 
actions targeted mainly the 
entities whose securities 
were directly held. Since 2008, 
eRAFP has worked with local 
and regional authorities in 
various ways.

At the beginning of 2012, eRAFP 
decided to extend the scope 
of its engagement policy to 
listed companies by drawing 
up guidelines for shareholder 
engagement, and in particular 
a voting policy with respect 
to governance issues for 
implementation during the 
2012 season of annual general 
meetings.

in 2012, ERAFP DREW uP 
shAREholDER 
EngAgEmEnt guiDElinEs

67

02 ERAFP, A sociAlly-REsPonsiblE invEstoR



APPENDICES
1 Premium factor

2 annuity to lump sum conversion factor 

3  organisation of internal control  
and risk management

4  2010 financial statements independent  
auditor’s report (excerpt)

5 additional data

6 Members of the Board of directors 

Glossary

68



APPENDICES
RAFP beneficiaries can exercise 
their pension rights upon 
reaching an age of between 
60 and 62 depending on their 
date of birth. the purchase 
and service unit values are the 
same for all generations of RAFP 
contributors and pensioners. 
the application of a premium 
factor ensures actuarial fairness 
for all beneficiaries regardless of 
the age at which they are entitled 
to retire.

Pursuant to Article 8 of the 18 
June 2004 decree, this premium 
factor is set by the Board of 
Directors.

+  For example, the calculation of 
pension rights for a civil servant 
who has accrued 5,600 points 
in his retirement account and 
retires in 2011 at age 65 would 
be as follows:

5,600 x 0.04304 x 1.23 = 
€296.46 gross annual annuity.

+  After age 75, the right to a 
premium continues to apply.

the pension reforms in France 
have introduced changes in the 
legal retirement age. Application 
of the premium factor makes it 
unnecessary to adjust the current 
price (set for a retirement age 
of 60).

PrEMiUM FaCtor1
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 For orphaned child, at time of reversion:

AGe  lUMP SUM cONVeRSION FActOR

 0 18.33
 1 17.57
 2 16.80
 3 16.01
 4 15.22
 5 14.42
 6 13.60
 7 12.78
 8 11.94
 9 11.10
 10 10.24

AGe  lUMP SUM cONVeRSION FActOR

 11 9.37

 12 8.49

 13 7.59

 14 6.69

 15 5.77

 16 4.84

 17 3.90

 18 2.94

 19 1.97

 20 0.99

aNNUitY to lUMP SUM CoNVErSioN 
FaCtor
this factor applies to 
beneficiaries whose retirement 
accounts contain fewer than 

5,125 points at the time 
of liquidation. 

 For the original beneficiary

AGe  lUMP SUM cONVeRSION FActOR

 60 25.98

 61 25.30

 62 24.62

 63 23.92

 64 23.22

 65 22.51

 66 31.80

 67 21.08

AGe  lUMP SUM cONVeRSION FActOR

 68 20.36

 69 19.63

 70 18.90

 71 18.16

 72 17.43

 73 16.70

 74 15.97

 75 15.24

2
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orGaNiSatioN oF iNtErNal  
CoNtrol aNd riSK MaNaGEMENt 

Internal control is defined as 
the process implemented on a 
continuous basis within eRAFP 
that encompasses all controls, 
financial and other, making it 
possible to obtain reasonable 
assurance that the following 
objectives are achieved:

+  achievement of objectives set, 
in compliance and consistent 
with the orientations defined 
by the Board of Directors;

+  economical and efficient use 
of resources;

+  adequate control of risks 
incurred;

+  reliability and integrity of 
accounting and financial 
information, compliance with 
laws and regulations and with 
internal rules and procedures.

the internal control system 
is built on the following 
fundamental principles:

+  separation of functions: to 
reduce the risk of conflicts 
of interest and/or fraud, the 
commitment, settlement and 
control functions must be 
distinct;

+  control levels: distinction 
between first-level controls 
(which are executed by the 
operations staff themselves 
or by their management) 
and second-level controls 
(performed by dedicated 
internal control staff with 
separate reporting hierarchies 
from the operations staff being 
controlled). In eRAFP’s case, its 
small size can result in several 
tasks (execution and control 
of execution) being performed 
by a single employee;

+  implementation of appropriate 
tools, committees and 
procedures. these may concern 
the following items:

 Tools  
Incidents and discrepancies 
database, risk mapping, control 
plans, etc.

 Committees  
Audit committee, internal control 
and risk committee, new products 
committee, commitments 
committee, etc.

3
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 Procedures
Internal control charter, 
compliance charter, It security 
charter, committee internal rules, 
investment procedure for capital 
markets securities, delegations 
of authority, etc.

the control activities are 
performed within a “risk and 
internal control” department by:

+  a head of internal control and 
operational risk on the one 
hand, and

+  a head of financial risk and a 
credit risk analyst on the other. 

the Risk and Internal control 
department reports to eRAFP’s 
Deputy ceO. the controllers 
are therefore independent of 
the activities they control in 
the operational and functional 
departments.

the Risk and Internal control 
department is responsible for 
coordinating and supervising 
implementation of the internal 
control system. During 
the preparation phase, the 
procedures drafted by the various 
departments are submitted to 
it for its opinion. this second 
review ensures that these 
procedures clearly establish 
who does what, when and under 
which operational security 
conditions. It also ensures that 
the responsibilities of each party 
involved in the procedure are 
clearly established and that the 
first-level controls, even those 
exercised within the departments, 
exist and are formally 
documented. 

  eRAFP RISk UNIVeRSe
eRAFP distinguishes between 
financial, technical and 
operational risks. Financial risk 
includes:

+  credit risk (counterparty or 
default risk, settlement/delivery 
risk, country risk, etc.);

+  market risk (equity risk, interest 
rate risk, liquidity risk, currency 
risk, etc.);

+  asset-liability matching risk 
(also known as ‘overall interest 
rate risk’ in banking circles), 
which includes inflation risk.
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technical risk includes:
+  longevity risk, and more 

generally demographic risk 
(birth rates, marriage rates, 
etc.);

+  regulatory risk applying to 
pensions (change in Scheme 
parameters, such as the 
retirement age);

+  economic risk applying 
to pensions (changes in 
remuneration, employment 
policy at national or employer 
levels);

+  model risk applying to actuarial 
tables and discount rate 
calculations. 

operational risk includes:
+  risk related to human 

resources;

+  accounting risk;

+  legal and tax risk;

+  It systems security risk;

+  physical and environmental 
risk;

+  fraud risk;

+  administrative risk.

By extension, non-compliance 
and ethical risk are dealt with as 
a part of operational risk.

  ScOPe OF cONtROl
eRAFP’s organisation leads 
it to outsource a significant 
portion of its activities:

+  for non-fixed-income financial 
assets: to third-party asset 
managers,

+  for the Scheme’s administrative 
management: this is mandated 
by decree to the Pensions 
Department of caisse des 
Dépôts, which performs 
all large scale management 
processes (receipt of 
contributions, calculation of 
rights and pension liquidations, 
information to employers 
and retirees, etc.) on behalf of 
eRAFP. 

the scope of control therefore 
extends:

+  first: to eRAFP, i.e. its own staff, 
processes and systems 

+  second, and indirectly: 
to the risks and controls of 
service providers and external 
agents, and in particular the 
delegated managers and 
respective units of caisse des 
Dépôts’ Pensions Department:
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 Paris, for financial 
management support 
(middle office and reporting);

 Angers, for the employer 
client call centre;

 Bordeaux, for contribution 
collections processes, account-
keeping functions for individual 
retirement accounts, rights 
liquidations, payment of 
benefits, information provided 
to beneficiaries and Scheme 
accounting. 

In the first case, eRAFP’s internal 
control consists of ensuring that 
its own departments implement 
the processes in accordance with 
the internal control system.

In the second case, eRAFP 
extends its internal control 
system to these third parties to 
ensure that their own internal 
control systems fully meet its 
expectations and requirements 
in this area. For many of the 
activities, the first-level controls 
therefore consist of verifying 
the proper execution of the 
management mandates (financial 
and administrative) assigned to 
these legal entities.

  MAIN chANGeS 
RelAteD tO INteRNAl 
cONtROl IN 2011 
there were several changes 
to the organisation of internal 
control and risk management in 
2011, namely: 

+  regular Risk and Internal 
control committee meetings: 
this committee, which meets 
quarterly, comprises the 
members of the management 
committee, the internal 
controller and the financial risk 
controller along with, depending 
on the meeting agenda, any 
other persons involved in 
risk management and the 
organisation of controls. Its 
scope includes reviewing the 
effectiveness of the financial, 
technical and operational 
risk management systems, 
transaction compliance, It 
systems security and new 
products and activities. It also 
reviews key financial risk 
indicators. the committee met 
for the first time in January 
2011, when it approved its 
internal rules;
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+  launch of a project aimed 
at organising financial risk 
management. 

 the first step consisted 
of choosing a consultant 
to perform a diagnosis and 
propose target organisations. 
PriceWaterhousecoopers was 
chosen and carried out its 
assignment in the second half 
of the year. It presented its 
findings to the first Specialised 
Audit committee meeting in 
2011;

 launch of a selection process 
for choosing ex ante financial 
risk and financial performance 
measurement and analysis 
solutions;

+  launch of a project for updating 
operational risk maps with the 
help of an outside consulting 
firm. this project will be 
supplemented by the drafting of 
a control plan.

the Specialised Audit committee 
met three times in 2011. the 
following recurring items were 
included in the agenda of these 
meetings:

+  presentation of the draft budget 
for the following year and its 
approval;

+  presentation of eRAFP’s 
internal control and risk 
management report;

+  presentation of the annual 
financial statements and their 
approval.

the non-recurring items 
examined during committee 
meetings in 2011 included 
in particular:

+  Feedback on 
PriceWaterhousecoopers’ 
assignment  
> march 2011

+  ethics: updating list of  
eRAFP’s sensitive functions   
> March 2011

+  Report on compliance visits 
relating to the new mandates  
> may 2011

+  eRAFP’s status  
and that of its employees  
> December 2011

+  Renewal of independent 
auditors’ appointments  
> December 2011
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EraFP FiNaNCial StatEMENtS 2010

  BAlANce Sheet

4

investments 9,888,670,856.82 -111,506,876.07 9,777,163,980.75 7,969,685,129.12

Bonds, negotiable debt instruments  8,065,670,876.21 – 8,065,670,876.21 6,811,220,217.91
and other fixed-income securities

equities and mutual fund shares 1,822,999,980.61 -111,506,876.0 1,711,493,104.54 1,158,464,911.21

Active contributors and beneficiaries 51,968,053.91 -12,663,568.77 39,304,485.14 41,085,177.50

Active contributors  48,509,142.27 -12,663,568.77 35,845,573.50 40,521,473.53
and related accounts

Beneficiaries 3,458,911.64 – 3,458,911.64 563,703.97

other receivables 234.34 0.00 234.34 3,932.48

trade receivables,  234.34 – 234.34 3,932.48
advances and down payments

Other receivables – – 0.00 0.00

other assets 76,206,564.22 -17,855.73 76,188,708.49 68,112,862.13

Intangible assets – – 0.00 0.00

Property, plant and equipment 28,266.25 -17,855.73 10,410.52 14,557.26

cash and cash equivalents 76,178,297.97 – 76,178,297.97 68,098,304.87

Accruals – – 0.00 0.00

GENERAL ToTAL  10,016,845,709.29 -124,188,300.57 9,892,657,408.72 8,078,887,101.23

ASSetS (€) GROSS  Net Net

2010 2009

DePRecIAtION  
& IMPAIRMeNt
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Equity 0.00 0.00

Net income for the year 0.00 0.00

Scheme reserves 8,511,340,829.99 6,838,226,894.53

Accruing rights 8,474,584,852.11 6,814,263,217.93

Rights being exercised 36,755,977.88 23,963,676.60

Reserves for use of surpluses 1,370,260,227.35 1,206,601,219.09

Active contributors and beneficiaries 2,257,213.02 2,182,954.75

Active contributors 301,279.04 913,376.38

Beneficiaries and related accounts 1,955,933.98 1,269,578.37

other liabilities 8,799,138.36 31,876,032.86

trade and other payables 8,747,585.81 31,506,873.75

Staff and related accounts 0.00 0.00

Social security and other employment benefits 30,622.57 62,377.45

State – taxes and duties 11,577.00 9,332.00

Other creditors 9,352.98 297,449.66

Accruals 0.00 0.00

GENERAL ToTAL  9,892,657,408.72 8,078,887,101.23

lIABIlItIeS (€) 

2010 2009
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 INcOMe StAteMeNt

contributions 1,721,026,231.42 1,688,355,696.41

changes in impairment on contributions -706,494.55 3,082,877.11

late penalties 225,598.09 716,394.32

Other technical income – –

Technical income 1,720,545,334.96 1,692,154,967.84

Investment income 312,242,637.36 239,699,908.36

Income from realisation of investments 118,447.32 4,976,113.27

Other investment income 14,853,393.97 13,013,590.69

Reversals of impairment on investments 42,028,204.42  195,181,152.06

Gross investment income 369,242,683.07 452,870,764.38

expenses related to realisation 0.00 0.00
of investments

Other investment expenses -16,624,176.41 -11,593,299.37

Impairment charges on investments 0.00 0.00

investment expenses -16,624,176.41 -11,593,299.37

Net financial income 352,618,506.66 441,277,465.01

Benefits paid -216,471,458.39 -165,623,472.64

Other benefits (discounts of bonus factors) -49,691.21 -232,235.31

Benefits -216,521,149.60 -165,855,707.95

changes in Scheme reserves -1,836,772,943.72 -1,949,210,243.71

Technical expenses -2,053,294,093.32 -2,115,065,951.66

Scheme’s net current income 19,869,748.30 18,366,481.19

Reversals of depreciation and impairment 0.00 0.00

other non-technical income 0.00 0.00

Overall outsourcing -14,214,740.05 -14,046,221.86
of administrative management

third-party investment management expenses  -143,003.56 -14,193.84

Personnel expenses -1,369,816.10 -980,160.44

Other expenses -4,131,796.50 -3,317,108.00

Provision and depreciation charges -5,496.09 -5,434.65

Non-recurring income – –

Non-recurring expense -4,896.00 -3,362.40

Net non-recurring income (expense) -4,896.00 -3,362.40

operating expenses -19,864,852.30 -18,363,118.79

income tax – –

NET iNComE 0.00 0.00

(€) 
20092010
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ERAFP

Registered office: 67 rue de Lille, Paris 75007

Independent Auditors’ Report on the Annual Financial Statements

Year ended 31 December 2010

Dear Sir or Madam,

In accordance with the terms of our appointment by the Board of Directors, we hereby 
present our report on the financial year ended 31 December 2010 on:

• the audit of ERAFP’s annual financial statements, as attached to this report,

• the justification of our assessments,

• the specific verifications and information required by law.

The financial statements were prepared by the Board of Directors. It is our responsibility 
to express an opinion on these financial statements on the basis of our audit.

Opinion on the annual financial statements

We performed our audit in accordance with generally accepted French auditing standards; 
these standards require that we perform due diligence to determine with reasonable certainty that 
the annual financial statements do not contain significant discrepancies. An audit consists of verifying 
on the basis of sampling or other selection methods the items justifying the amounts and information 
presented in the annual financial statements. It also consists of assessing the accounting policies 
applied, the main estimates used and the overall presentation of the financial statements. We believe 
that the information we obtained provides a sufficient and appropriate basis for our opinion.

We certify that the annual financial statements are faithful and consistent with French 
accounting policies and that they provide a true and fair view of the management entity’s 
operating results for the year as well as its financial position and net assets at the end of that year. 

Without prejudice to the above opinion, we call your attention to the following points:

 -  Note 3.4 relating to financial conditions after the end of the reporting period.

 -   Note 3.5.3 relating to the reclassification under “Reserves for use of surpluses” of provisions 
for risks and charges, which had previously been recognised under “Non-technical reserves”. 
This note also provides the reasons underlying the accounting treatment used.

1
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Justification of our assessments

Pursuant to the provisions of article L.823-9 of the French Commercial Code relative 
to the justification of our assessments, we bring the following points to your attention:

As mentioned in Note 3.3.2 to the financial statements, ERAFP establishes reserves for 
the Scheme that are estimated in accordance with regulatory methods and using statistical 
data and actuarial techniques. As part of our assessment of the significant estimates used to 
prepare the financial statements and on the basis of currently available information, we reviewed 
the process established to assess these reserves and ensured the reasonable nature of the assumptions 
used in the calculation methods applied, notably taking into account the available data, the 
regulatory and economic environment and the overall consistency of these assumptions. 

As mentioned in Note 3.3.3 to the financial statements, ERAFP has a provisioning mechanism 
for lasting impairment of non-amortisable assets. As part of our assessment of the significant 
estimates used to prepare the financial statements, we reviewed the proper application of the 
principles and criteria used as described in the notes to the financial statements.

The resulting assessments form part of our audit of the annual financial statements taken 
as a whole, and therefore contributed toward the determination of our opinion expressed 
in the first part of this report.

Specific verifications and information

We also performed the specific verifications required by law in accordance with the professional 
standards applicable in France.

Concerning the information presented in the Board of Director’s Management Report, we have no 
observations to make regarding its accuracy or consistency with the annual financial statements. 

2
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  MAtchING OF ASSet AND 
lIABIlItY MAtURItIeS
Assuming that contributions 
cease as from 31 December 2010, 
the bond assets would cover 

benefit liabilities (payment of 
annuities and lump-sum benefits) 
for the next 15 years.

 Net cash flows = contributions – total benefits + redemptions and amortisation of fixed-income assets

source — ERAFP technical and Financial management department

Net cASh FlOWS (€ million)

1,999

1,726

1,913
1,776

2,120

1,800

2,213

1,789
1,971

2,168
2,274

1,737

2,409

1,711

1,423
1,584

1,297
1,506

1,117
950

1,411

846 798
879

1,643

2011-2012-2013-2014-2015-2016-2017-2018-2019-2020-2021-2022-2023-2024-2025-2026-2027-2028-2029-2030-2031-2031-2032-2033-2034-2035

source — ERAFP technical and Financial management department

ASSet/lIABIlItY MAtch (€ million)
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 total benefits  Redemption and amortisation of fixed-income assets + inflation-linked assets  Net cash flows 
 typically with 2% inflation + credit + cash and cash equivalents

additioNal data5
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  cASh FlOW  
PROJectIONS (BY YeAR)
eRAFP is a long-term investor. 
the duration of its liabilities 
is estimated at 30 years for 
mathematical reserves and 
15 years for financial cash flows. 

Barring recognition of any 
change in the purchase 
and service values of a point 
and in contributions, we obtain 
the following results. 

the contributions and bond 
cash flows (redemptions, 
interest payments) net of benefits 
generate substantial investment 
capacity over the long term. the 
securities acquired through these 
investments, whether bonds 
or equities, are intended to be 
held for a very long period. the 
accounting and prudential rules, 
which have an annual horizon, do 
not recognise this characteristic 
and are therefore inappropriate 
and have an adverse impact. 

source — CDC Administrative management

AVeRAGe INDIVIDUAl RetIReMeNt AccOUNtS

 cONtRIBUtIONS POINtS cONtRIBUtIONS POINtS cONtRIBUtIONS POINtS

central government €2,078 2,020 €1,721 1,672 €1,908 1,854 

Public hospitals €2,046 1,989 €1,842 1,791 €1,881 1,829

local/regional  €1,760 1,710 €1,528 1,485 €1,630 1,584
governments 

 mEN WomEN ovERALL

source — ERAFP technical and Financial management department
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Chairman

+  Jean-François Rocchi  
(decree of 16 June 2008)

Chairmen of the specialised 
committees:

ALM Steering Committeef 
+  Alain Dorison

Audit Committee 
+  Jean-louis Rouquette

Collection Committee 
+  Jean-Marie Poirot

Investment Policy Monitoring 
Committee  
+  Bernard lhubert, replaced 

by chantal labat-Gest 
(Board of Directors’ decision 
of 14 December 2010)

Representatives of active 
contributors

Union Générale des Fédérations 
de Fonctionnaires CGT 
+  Bernard lhubert, principal 

 Gilles Oberrieder, deputy

Union des Fédérations CFDT des 
Fonctions Publiques et Assimilés 
+  chantal labat-Gest, principal 

Michèle Nathan, deputy

Union Interfédérale des Agents 
de la Fonction Publique Force 
Ouvrière 
+  Gérard Nogues, principal, 

replaced by Philippe Soubirous 
(order of 4 March 2009) 
Brigitte Fidry, deputy

Fédération Syndicale Unitaire 
+  Régis Metzger, principal 

Anne Feray, deputy

Union Nationale des Syndicats 
Autonomes 
+  Jean-Marie Poirot, principal 

corinne Spehner, deputy, 
replaced by Marc chrétien 
(order of 4 March 2009)

Union fédérale des cadres des 
fonctions publiques CFE-CGC 
+  Robert laganier, principal 

Patrick Guyot, deputy

Interfon Confédération Française 
des Travailleurs Chrétiens 
+  xavier Delvart, principal 

Jacques Vannet, deputy

Union syndicale Solidaires 
fonctions publiques et assimilés 
+  Dorine Pasqualini, principal 

Philippe tijou, deputy

Employer representatives 

Representatives of all central 
government public service 
employers
+  Jacques Roudiere, General 

controller of the Armies, Ministry 
of Defence head of human 
Resources (DRh-MD), principal

+  General Daniel Daehn, Ministry 
of Defence Deputy Director of 
human Resources, General 
Policy Department head of 
human and civilian Resources, 
deputy replaced by Rear Admiral 
Jean casabianca, Ministry of 
Defence Deputy to the head 
of human Resources, General 
Policy Department head of 
human, Military and civilian 
Resources (order of 21 October 
2009)

+  Jean-louis Rouquette, Inspector 
General of Finances, Director, 
Deputy to Secretary General of 
the Minister of the economy, 
Industry and employment, 
principal

+  Michèle Fejoz, controller 
General, Delegate to executive 
Management, deputy

MEMBErS oF tHE Board oF dirECtorS (to 23 may 2011)6
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+  Marie-hélène lechevallier, 
General controller of the Risk 
Management Department, 
la Poste, principal

+  Foucauld lestienne, Deputy 
Director for human Resources, 
la Poste, deputy

Representatives of local 
and regional public service 
employers

On behalf of the Association 
des Maires de France 
+  Jean-Pierre Balligand, Mayor 

of Vervins, principal
+  Daniel leroy, Deputy Mayor 

of Moussy-le-Neuf, deputy

On behalf of the Assemblée 
des Départements de France 
+  Bernard Derosier, chairman 

of the conseil Général 
du Nord, principal
+  François Scellier, conseiller 

Général du Val d’Oise, deputy

On behalf of the Association 
des Régions de France 
+  Michèle Sabban, Vice chairman 

of the conseil Régional  
d’Île-de-France, principal
+  André Drouin, conseiller 

Régional d’Aquitaine, deputy

Representatives of the French 
public hospital sector employers

+  Michel Moujart, honorary ceO 
of the chU de tours, director 
of the centre hospitalier 
de chinon, principal

+  Jean-Pierre Gusching,  
ceO of the chU d’Orléans, 
deputy

+  Daniel Bouquet, General 
Manager of hôpitaux de Drôme 
Nord-Romans/Saint-Vallier, 
principal

+  Philippe Marin, directeur  
General Manager of the centre 
hospitalier de laval, deputy 
replaced by Maurice toullalan, , 
General Manager of the centre 
hospitalier d’Argenteuil (order 
of 21 October 2009)

members of the Board of 
Directors in the capacity of 
qualified persons

+  Jean-François Rocchi, 
Inspector General of the 
Administration

+  Alain Dorison, Inspector 
General of Finance

+  Jean-Jacques Marette, senior 
civil servant, ceO of the  
Agirc-Arrco economic  
Interest Group (GIe)

The following persons also 
attend Board of Directors’ 
meetings

CEO of ERAFP 
+  Philippe Desfossés  

(order of 28 May 2008)

Economic and financial control  
+  Pierre Brunet, economic and 

Financial controller, Insurance 
commissioner, replaced 
by Alain casanova, head 
of economic and Financial 
General control

Accounting manager 
+  Patrick hédé, Public Finances 

Administrator

Government Commissioner 
+  thierry Pelle, head of 

Pension Office at the Budget 
Department of the Ministry 
of the Budget, Public 
Accounts and civil Service 
replaced by Philippe Jarraud, 
head of the Pensions and 
Special Schemes Office at 
the Budget Department 
(decision of 17 June 2009)

Representative of Caisse des 
Dépôts Administrative Manager  
+  Gérard Perfettini, head 

of the Bordeaux agency 
(Pensions Department)
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By order dated 7 November 
2011 of the minister for the 
Budget, Public Accounts and 
State Reform, Government 
spokesperson, and of the 
minister for the Civil Service:

members of the Board of 
Directors of ERAFP representing 
the active contributors

Representing Union Générale des 
Fédérations de Fonctionnaires CGT 
+  Gilles Oberrieder, principal 

Francis Sahal, deputy

Representing Union des 
Fédérations CFDT des Fonctions 
Publiques et Assimilés 
+  Marcel lecaudey, principal 

Anne Meunier, deputy

Representing Union Interfédérale 
des Agents de la Fonction Publique 
Force Ouvrière 
+  Philippe Soubirous*, principal  

Brigitte Fidry, deputy

Representing Fédération  
Syndicale Unitaire 
+  Régis Metzger, principal 

erick Staëlen, deputy

Representing Union  
Nationale des Syndicats 
Autonomes 
+  Marc chrétien, principal 

Jean-louis Blanc, deputy, 

Representing Union Fédérale des 
Cadres des Fonctions Publiques 
CFE-CGC 
+  Jean-Paul thivolie, principal 

Jean-Yves Delannoy, deputy

Representing Interfon 
Confédération Française des 
Travailleurs Chrétiens 
+  Denis lefebvre, principal 

Awa Burlet, deputy

Representing Union Syndicale 
Solidaires Fonctions Publiques 
et Assimilés 
+  Dorine Pasqualini, principal 

Philippe Benjamin, deputy

members of the Board of 
Directors of ERAFP representing 
all central government public 
service employers

+  Jacques Roudiere, General 
controller of the Armies, 
Ministry of Defence head of 
human Resources (DRh-MD), 
principal

+  Alain Ferran, Ministry of 
Defence Deputy Director of 
human Resources, General 
Policy Department head of 
human, Military and civilian 
Resources, deputy

+  Michèle Fejoz, Director of 
human Resources, Deputy 
General Secretary to the 
Minister of economy, Industry 
and employment, principal

+  coralie Oudot, Assistant 
Director of human Resources 
at the Ministry of economy, 
Industry and employment, 
deputy

+  eric Poglio, Manager 
responsible for employee 
share ownership plans at the 
department of executives 
management and remuneration 
policy, la Poste, principal

+  Foucauld lestienne, Deputy 
Director of human Resources, 
la Poste, deputy

* Appointed Deputy chairman of eRAFP 
by virtue of a Presidential decree 
dated 20 March 2012
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members of the Board of 
Directors representing local 
and regional public service 
employers

Representing the Association des 
Maires de France 
+  Michel liebgott, Deputy Mayor 

of Fameck, principal

+  Michel tousaint, Vice-chairman 
of the Sud estuaire communes, 
deputy

Representing the Assemblée des 
Départements de France

+  claude Jeannerot, chairman of 
the conseil Général du Doubs, 
principal

+  François Scellier, Vice 
chairman of the conseil 
Général du Val d’Oise, deputy

Representing the Association des 
Régions de France

+  eric loiselet, conseiller 
Régional champagne-Ardenne, 
principal

+  corinne Bord, conseillère 
Régional Ile-de-France, deputy

members of the Board of 
Directors representing the 
French public hospital sector 
employers

+  Jean-Pierre Gusching, 
honorary ceO of the chU 
d’Orléans, principal

+  Daniel Bouquet, General 
Manager of hôpitaux de Drôme 
Nord-Romans/Saint-Vallier, 
deputy

+  Maurice toullalan, General 
Manager of the centre 
hospitalier d’Argenteuil, 
principal

+  Alain Amat, honorary Director 
of the centre hospitalier 
de la Rochelle, deputy 

members of the Board of 
Directors in the capacity of 
qualified persons

+  Jean-François Rocchi, 
Inspector General of the 
Administration, chairman of 
the Board of Directors by order 
of 8 November 2011.

+  Alain Dorison, Inspector 
General of Finance

+  Pierre Mayeur, Director of 
caisse Nationale d’Assurance 
Vieillesse des travailleurs 
Salariés

The following persons also 
attend Board of Directors’ 
meetings

CEO of ERAFP 
+  Philippe Desfossés (order of 28 

May 2008)

Economic and financial control 
+  Alain casanova, head of 

economic and Financial 
General control

Public Accountant 
+  Patrick hédé, public finances 

administrator

Government Commissioner 
+  Philippe Jarraud, head of 

the Pensions and Special 
Schemes Office at the Budget 
Department (order of 17 June 
2009) replaced by Sébastien 
Raspiller, head of Insurance 
Markets and Products at the 
treasury department of the 
Ministry for the economy, 
Finance and Industry  
(order of 2 December 2011)

Representative of the Administrative 
Manager, Caisse des Dépôts 
+  Gérard Perfettini, head of the 

Bordeaux agency (Pensions 
Department) until 16 January 
2012, replaced by Jean-Michel 
Bacquer.
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GloSSairE

b
BENCHMarK iNdEx
An index that is representative 
of the market(s) in which the 
fund is invested. 

BEST IN CLASS
Approach used in socially 
responsible investing that 
consists of selecting those 
issuers considered to be the 
most responsible within a 
group of comparable issuers. 
For equities, this approach 
means not excluding any single 
business sector peremptorily, 
but favouring the companies in 
each business sector that have 
made the most progress as 
regards environmental, social 
and governance criteria.

BoNd
A bond is a security evidencing 
a debt, issued by a State or by 
a company, and corresponding 
to a long-term loan. the 
bondholder receives income, 
also known as the coupon.

C
CaPitaliSatioN ratE
Interest rate that enables an 
amount invested at this rate 
to achieve a higher amount 
over a given time period. 

CSr
the concept of corporate Social 
Responsibility corresponds 
to the implementation of 
sustainable development 
practices at the company level. 
A socially responsible company 
integrates social, environmental 
and economic impacts in its 
decision-making mechanisms 
and strives to minimise these 
impacts.

D
dEFiNEd 
CoNtriBUtioN SCHEMES
Schemes in which only the level 
of the contributions is set.

diSCoUNtiNG
Method for calculating the 
present value of a future amount 
based on an interest rate (here 
known as the discount rate).

dorMaNt
A person who has taken 
retirement under the main 
pension scheme but who has not 
yet liquidated his/her additional 
pension rights.

E
ENGaGEMENt
this term describes the dialogue 
between an institutional 
shareholder (pension fund, 
investment firm, etc.) and an 
issuer, typically a company, for 
the purpose of having this issuer 
take into account environmental, 
social and governance risk 
factors.

ESG
Acronym referring to 
environmental, social 
and governance issues.

F
FUNdEd SCHEME
A funded retirement scheme 
invests the paid-in contributions 
in financial assets, which 
are liquidated at the time of 
retirement to pay the accrued 
rights either in an annuity or a 
lump sum. the payment depends 
on both the amount saved and 
changes in the value of the assets 
(typically equities and bonds) in 
which the funds were invested.

FCP (CollECtiVE 
iNVEStMENt FUNd)
A French FcP is a mutual fund 
managed by a management 
company on behalf of unit-
holders; the FcP is not a legal 
entity. 
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G
GENEral iNdiCatiVE 
EStiMatES For PENSioNS 
(FrENCH aCroNYM: EiG): 
Document sent to active 
contributors aged 55 and 
subsequently every five years. 
the eIG provides an estimate 
of the amount of their pension 
at the legal retirement age 
and at the full rate, relying on 
income projections prepared 
by the conseil d’orientation 
des retraites (Pension Steering 
committee).

GrEENHoUSE GaSES
gases that are a source 
of global warming.

GiP iNForMatioN rEtraitE
French public interest group 
that includes 38 compulsory 
retirement schemes (cNAV, 
MSA, AGIRc, cNRAcl, Ircantec, 
etc.) to create the individual 
information for beneficiaries 
on rights vested in all schemes 
in which they participate. GIP 
provides an online universal 
pension simulator (m@rel) that 
covers 95% of the population. 
RAFP is scheduled to integrate 
m@rel soon.

I
iNdiVidUal StatEMENt 
oF PoSitioN (FrENCH 
aCroNYM: riS)
Document sent annually 
to active contributors. the 
statements relating to RAFP 
are sent along with those of 
the main pension scheme. 
the RIS includes information 
on the beneficiary’s career, 
coverage periods and vested 
points. It can be prepared at 
the beneficiary’s request. 

iNtErGENEratioNal EqUitY
this concept aims to ensure 
an equivalent standard of living 
amongst individuals at a given 
point in time and relative 
to other generations at the 
same ages. 

L
liFE ExPECtaNCY taBlES 
the tGF05 and tGh05 
tables are forward-looking 
generational life expectancy 
tables. For each birth year, a life 
expectancy table is constructed, 
which allows lengthening life 
expectancy to be taken into 
account. All the tables have 
been drawn up based on an 
analysis of annuity holders’ life 
expectancy performed by the 
insurance companies using 

data from INSee. two sets 
of tables have been drawn up: 
one for women (tGF05) and 
one for men (tGh05). the life 
expectancy tables applied up 
to the end of 2006 had been 
drawn up in 1993. they were 
also forward-looking but had 
been constructed based solely 
on the life expectancy of French 
women. the change of tables 
was required by the increase 
in life expectancy which has 
on the whole been stronger 
than anticipated in 1993.

liqUidatioN
Set of procedures aimed 
at calculating and paying 
out benefits to a beneficiary. 

M
MarKEtaBlE SECUritY: 
Security traded on 
the financial markets and 
evidencing a negotiable 
claim or associated right 
(equities, bonds, etc.)
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P
PoiNt
Unit for calculating the pension 
in certain schemes. the 
contributions make it possible 
to acquire (vest) points. the 
amount of the pension is equal 
to the points acquired during 
the beneficiary’s professional 
life, multiplied by the value 
of a point at the time of 
retirement. Most additional 
pension schemes are based on 
point systems. Basic pension 
schemes tend to use the 
“quarter” system.

PrEMiUM 
Premium applied to the amount 
of the future pension of a 
beneficiary who has reached 
the legal retirement age but 
chooses to continue working, 
even though he or she has 
satisfied the coverage period 
needed to receive a full pension.

Pri
Principles for Responsible 
Investment, a charter drafted 
under the auspices of the 
United Nations and to which 
eRAFP adheres.

R
rEVErSioN
Attribution to a deceased 
beneficiary’s spouse (prior 
to or after the beneficiary’s 
retirement) of a portion of the 
pension. the reversionary 
pension is based on the 
resources of the surviving 
spouse in the French general 
scheme for employees (régime 
général des salariés) and 
ancillary schemes. 

rEtUrN
Ratio of the pension amounts 
received over the course of 
retirement and contribution 
amounts paid in during the 
beneficiary’s active working life. 

S
SHarE
Negotiable security that gives 
its owner fractional ownership 
of a company and certain 
rights: to oversee and control 
management, to receive a 
share of the distributed profit 
(dividend).

Sri
Socially Responsible Investing 
is an approach aimed at 
integrating environmental, 
social and/or governance 
criteria in investment decisions 
and portfolio management.

SUStaiNaBlE dEVEloPMENt
the Brundtland Report, 
published in 1987 by the UN 
World commission on the 
environment and Development, 
defined sustainable 
development as “development 
that meets the needs of the 
present without compromising 
the ability of future generations 
to meet their own needs.”

T
tECHNiCal rEtUrN
Ratio of the service value 
of a point to the purchase 
value of a point.
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