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Report of the Secretary-General

1. The present report ts ~ubmitted in pursuance of annex I, paragraph 10, of
General Assembly re~olution 41/213 of 19 December 1986, which states:

"A comprehensive sollltion to the problem of all additional expenditures,
including those deriving from inflation and currency fluctuation, is also
necessary. It is desirable to accommodate theFe expenditures, within the
overall level of the budget, either as a reserve or as a sep~rate part of the
conti~gency fund set up in paragraph 8 above. The Secretary-General should
examine all aspects related to the question and report, through the Advisor.y
Committee on Admin is trat ive and Budgetary Quest ions and the Commi.t tee for
Programme and Co-ordination, to the General Assembly at its fort-.y'·second
sess ion'."

The report also addresses the auestion of the contingency fund, wt,ich, under the
new bUdget process and in accordance with paragraph 8 of the samp annex, will be
included in the progr~nme budget to accommodate additional expenditures derived
from legislative mandates not provided for in the proposed programme hudget or from
revined estimates exclUding those relating to unforeseen and extraordinary expenses
and those relating to fluctuation~ in the rateA of inflation and exchange. In this
connection, a procedure that could be followed for the administrati0n of Euch a
fund i& outlined, and a level that might be appropriate for the forthcoming
biennium is proposed •
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2. The circumstances that give risp to adjustments in the level of resources
submitted by the Secretary-General in his proposed programme budget - adju~tments

that usually, but not always, tend to be additions - and the stages at which such
adjustments are made are outlined in the following paragraphs.

I. NATURE AND LEVEL OF ADJUSTMENTS IN CURRENT
AND PREVIOUS PROGRAMME BUDGETS

3. The Secretary-General sUbmits his proposed programme budget in April of the
year preceding the beginning of a biennial period (e.g., in April 1~85 for the
biennium 1986-1987). The proposed programme budget lists the activities that would
be covered and the services that would be provided during the biennium, together
with estimates of the financial resourc~s required. The proposed programme budget
also contains a provision for inflation but makes no provision for currency
fluctuations. Provision for inflation is made on the basis of the best assumptions
availa~le at the time of the preparation of the proposed programme budget regarding
cost increases, where anticipated, in respect of non-salary-related items, and of
standard cost parameters, that is, salaries of the General Service and related
categor ies, post adjusthlent& of the Professional and higher categor ies and the
related common staff co~ts. No provision is made for the effects of movements of
rates of exchange in view of the unpredictable nature of currency fluctuations.
The rates of exchange used for converting, into United States dollars, anticipated
expenditures in o~her currencies are tnose that had been approved by the General
Assembly on th~ basis of the first programme budget performance report for the
previous biennium.

4. The proposed programme budget is reviewed first by the Committee for Progt'amme
and Co-ordination ~nd the Advisory Committee on Administrative and Budgetary
Questions and subsequently by the Fifth Committee. Consideration of the proposed
programme budget by the Fifth Committee begins with a general dehnte, during which
Member States have an opportunity to express their views on the programme budget as
a whole and on such issues as the overall level of resources and the overall
policies established by the Secretary-General. The Committee then proceeds to an
examination of the budget ~~ction by section and, taking into consideration the
estimates proposed by the Secretary-Gen~ral and the related recommendations of the
Advisory Committee on Administrative and Budgetary Questions and the Committee for
Programme and Co-ordination, approves an amount of resources for each section.
This section-by-section review and approval is commonly referred to as the "first
reading" •

5. The Committee also considers and takes action on a number of reporLs that
require changes in the level of reso~rces approved on first reading. These reports
may be broken down into the follo~ing categories:

(a) Statements of the progra~e hudget implications of draft resolutions,
that is, activities being considered directly by the plenary or O!'l the
recomm~ndatlon of a Main Committee, for which resource~ were not included in the
proposed programme bUdget and Which, if approved, would require additional
resourcesJ
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(b) Revised estinl8tes submitted by th,! Secretary'-General relating tOl
(i, items not included in the proposed programme budget owing to the unavailability
of information at the time of the preparation of tne proposed programme budget,
(ii) items that were included in the proposed programme budget but were not acted
on at first reading pending submission of further information, and
(iii) developments that took place after the preparation of the proposed programme
budget,

(c) The consolidated statement of conference-servicing COStSI that is,
during the course of a se8sion of t~e General A8aembly, in the consideration of
draft resolutions that call for the convening of meetings not provided for in the
proposed programme budget, statements of programme b1ldget implic& tions are
sUbmitted in wnich the conference-servicing costs for additional conference
activities are provided for on the basis of full costing, that is, on the
assumption that no part of the conferenoe-servicing requirements would be met from
existing resources, such statements do not, however, contain a request for
additional resources in respect of these costs, instead, an indication is provided
that towards the close of the session, a consolidated statement would be prepared,
outHning the net financial impact of the various aaditional conference activities
requested during the session in the ~nntext of the overall conference-servicing
work-load for the following year, and the related additional resources woulj be
requested,

(d) The recasting of the resources appro"ed on first reading and of
subsequent adjustments, based on tne latest available operational rates of
exchange, the latest information regarding rates of inflation and adjustments to
standard costs.

6. Prior to this consideration by the Fifth Committee, the reports enu~4rat9d in
paragraph 5 above are examin8d by the Advis01Y Committee on AdminiRtrative and
Budgetary Questions, which SUbmits its recommendations to the Fifth Commiltee.

7. The amounts approved on first reading, to which are added the adjustments
approved under (a), (b), (c) and (d), are approved on second reading and become the
initial appropriations that the General Assembly approves for the biennium.

8. Whe~ approving the initial appropriations, the General Assembly also makes
provision, by a separate resolution, for unforeseen and extraordinary expenses that
may arise at some point in the biennium when the Assembly is not in session. This
resolution spells out the condition& under Which the Secretary-General mey enter
into commitments in the biennium to meet unforeseen and extraordinary expenses
arising either dlll1ng or subsequent to that biennium.

9. The initial appropriations vot6d by the General Assembly, in the year
immediately preceding the biennial budget period, are revised at the end of the
first year of th~ biennial period. At the session falling in the first year of the
biennial period, the Fifth Committee considers and takes actions onl
(a) statements of programme budget implications, (b) revised estimates, (c) the
consolidated statement of conference-servicing costs, and (a; the first performance
report.
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10. The first performance report outlines the adjustments required to the inieial
appropriations as a result of, (a) changes in rates of exchange and inflation and
adjustments to standard costs, (b) unforeseen and extraordinary expenses incurred,
and (c) other changes (adjustments deemed unavoidable and, to a large extent, of a
non-recurrent nature) that, for all intents and purpoees, constitute a form of
revised estimates. Adjustments (incre~~eo or decreases) to standard costing
parameters used for calCUlating salary and common staff costs provisions,
consisting of average payroll charges by grade and duty station, turnover rates and
common staff costs rates as a percentage of salaries, formerly were included under
the heading of inflation. Since the biennium 1984-1985, they have been separately
identified in performance reports as part of continuing efforts to refine the
elaboration of standard costs and in order to provide gre&ter transparency. Though
separately identified, they remain inflationary in nature.

11. Adjustments are also made to the programme budget implications and revised
estimates on the basis of Changes in rates of exchange and inflation and
adjustments to s~andard costs approved in the context of the first performancp
report.

12. The initial appropriations approved ',y the Ge:.eral Assembly, as modified by
adjustments approved in respect of the statementa of pro1ramme budget implications,
the revised estimates, the consolidated statement or conterence-servicing costs,
the first performance report and the recosting, are then ~pproved by the Fifth
Committee and become the revised appropriations that ate submitted to the General
Assembly for approval.

13. Prior to this consideration by the Fifth Committee, the reports enumerated
above are examined by the Advisory Committee on Administrative and Budgetary
Questions, which submits its recommendations to the Fifth Committee.

14. During the second year of the biennium, the second performance report is
submitted and reviewed by the Fifth Committee. The second performance report lists
the adjustments proposed in respect of' (a) changes in rates of exchange and
inflation and adjustments to standard costs, (b) any unforeseen and extraordinary
~xpenses that may have been incurred, and (c) an assessment of the resources
actually required on t~e basis of expenditure incurred during the first 18 months
of the biennium. The adjustments approved by the Fifth COmmittee are submitted to
the General Assembly and become the final appropria~ions for the biennium.

15. Prior to this consideration by the Fifth COmmittee, the reports enumerated
above are examined by the Advisory Committee on Administrative and Budg~tary

Questions, which SUbmits its recommendations to the Fifth Committee.

16. Adjustments to the proposed programme bUdget as submitted by the
Secretary-General are therefore'made at three points in the biennial cycle:
(a) prior to its adoption and the beginning of the biennium, (b) at the end of the
first year of the biennium, and (c) at the end of the second and final year of the
biennium. The estimates contained in the proposed programme budget for the
biennium, together with the subsequent adjustments resulting from the procedure
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described in the preceding paragraphs, are outlined in a~nex I, covering the
bienniume 1980-1981, 1982-1983 and 1984-1985 and up to the first year of the
biennium 1986-1987.

17. Thette adjustments can also be broken d,:>Wn in to seven categor ies'
Ca) adjustments made at the time of the first reading, Cb) those resulting from the
stAtements of programme budget implications, Cc) those resulting from the
consolidated statement of conference-servicing costs, Cd) those resulting from
revised estimates, Ce) those resulting frem unforeseen and extraordinary expen~es,

Cf) those resulting from changes in the rates of inflation and exchange and
adjustments to standard costs, and (g) those resulting from! reassessment, towards
the end of the biennium, of the level of appropriations required. Annex 11
provides a breakdown of the level of resources resulting from such adjustments on a
biennial basis, both in dollar terms and as a percentage of the proposed programme
budget in respect of the last three bienniums !or wh ich complete data are
available, namely 1980-1981, 1982-1983 and 1984-1985. Parti~l information relating
to the cur~ent biennium is also provided.

Adjustments made at first reading

18. Adjustments made at first reading inva~iably result in reductions of the
proposed programme bUdget submitted by the Secretary-General. This is due to the
fact that the reductiqns recommended by the Advisory Committee on Administrative
and Budgetary Questions following its examination of the proposod programme budget
tend t~ be accepted by the Fifth Committee. These reductions fall into three broad
c3tegoriesl

Ca) The resources reauested are not sUfficiontly justified and/or stricter
controls and more efficient management could lead to economies, for example, in the
consideration of the proposed programme budget for the biennium 1984-1985, the
resources requested for the Department of International Economic and Social Affairs
in respect of consultants and ad hoc expert groups were reduced by $134,900, on the
basis of a review of expenditure patterns in previous years - a reduction that had
been recommended by the Advisory Committee on Administrative and Budgetary
Questions in its report - 1/ and those required for utilities at the Vienna
International Centre were reduced by $330,8~O on the basis of the recommendation of
the Advisory Committee on Administrative and Budgetary Questions, ~/ as economi~s

were felt possible with strict monitoring of consumption,

(b) The costing parameters on which the estimates were based need to be
modified, for example, the estimates in respect of Professional ?Osts at the
Economic and Social Commission for Asia and the Pacific (ESCAP) in the proposed
programme bUdget for the biennium 1984-1985 were based on the assumption of a
turnover deduction of 5 per cent, in the iight of the v~cancy rate then prevailing
at ESCAP, the Advisory Committee on Administrative and Budgetary Questions
recommended that the turnover deduction should be incre6sed from 5 per cent to
8 per cent, 1/ acceptance of this recommendation resulted in a reduction of
$613,200 in the estimates proposed for ESCAP,

I . . I
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(c) ~ review of the estimat~s needs to be deferred pending tne submission of
further information, for example, in the context of the proposed programm~ budget
for the biennium 1984-1985, the resources requested for the continuation of
activities in the field of population at the regional lev~l, ~7ll,400, were not
acted on at first reading pending the su~mission of a report by the
Secretary-General on alternative courses of action to enable the continuation of
such activities. ~I

19. Reductions effected under (a) above are not normaHy the sUbject of ~urther

requests in the course of the biennium. Those effected under (b) may be adjusted
in the context of the performance reports, should experience in the course of the
biennium so warrant. Those effected under (c) are usually temporary in nature and
are reconsidered uuting the biennium on the basis of further reports, and resources
subsequently approved are treattid as revised estimates. TO the extent that these
red3ed estimates do not exceed the level of resources that was initially included
in the proposed programme budget but not considered on firs":. reading, they may ilut
be termed additional expenditures.

Programme budget implications

20. Activities that give rise to rrogramme budget implications ten~ to vary from
year to year, except for a core of &.1ch ac"~vities that have become known as
"perennials", "perenn~aA.s" are characte4 ized by the fact that they are pr imar fly of
a political nature and their mandates ~re renewed by the General Assembly on an
annual basis. Annex ..... '::ont'41in8 a list of resources .1dded to the programme bUdget
as a result of the c~nsideration of programme bUdget i~plications, broken down by
biennium, General Assombly sesq10n and three main functional categories:
(a) perennials, (b) special conferences, international years and anniversar.ies and
decades, including preparatory and follow-up work, and (c) other hctivities that do
not fit into either of the first two c~tegories.

21. On a biennial basis, the o~erall amount of resources added lS a result of the
consideration of statem~nts of programme budget implications decl~ned both in
dollar terms and as a oercentage of the resources contained in the proposed
pr()l.... amme budget. TheL'f: has, howeve r, beer. a sign! f icant Rh 1ft among the thr ee
categories, with the "p~~onnials" assuming an ever-increasing share of the
resources added as a result of the consideration of statements of programme budget
implications, as may be seen in annex IV.

The consolidated statement of conference-servicing costs

22. The
meetings
action.
tendency

amounts added through the consolidated statement are a reflection of
added to the "regular" calendar of conferences through leqislative
There have been sizeable variations in the amounts so added and the
has been towards a reduction over the last three bienniums.

the

Revised estimates

23. The SUbjects cover~ through revised estimates and the ~mount of resources
added as a result of consideration of revised estimat~s are outlined in annex V.

I . •.
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'n'ley are so vu ied the\: tt\":- do not lend themselves to any sort of meaningful
classificawion. The only revised estimates recurring with regularity are those
resulting from decisions of the Economic and Social council.

Unforeoeen and extraordinftry expenses

24. The amount of resources added as a result of the provisions contained in the
resolutions concerning unforeseen and extraordinary expen.es has always been
modest.. Such expenses do not sizeably affect the level of resources, and they
constitute a mechanism th~t has proven its essential value ovar the years.

Currency, inflation and stand.lr:d costs adjulltments

25. Adjustments £.lling in thia category have the largest impact on the level of
the budget, aa may be seen in annex 11. Unlike tnoae resulting from programme
bUdget impUcatiolu., the consolidated statement, revised estimates or unforeseen
and extraordinary expenses, the:, do not have a programmatic basis and do not affect
the scope or content of the aotivities contained in the programme budget. They are
technical adjustments reflecting the revised level of resources (be it an increase
or a decrease) necessary to maintain the approved level of programmatic activities.

Changes arising from a reassessment, toward the end of the biennium, of the level
of appropriations

26. This category consists of the residual amounts contained in the performance
report submitted at the end of the bieranium, that is, tho.. wh ich do not resul t
from changes in rates of exchange and inflation or from unfore.een and
extraordinary expenses but are due to r3ctors that have turned out to be different
from those anticipated in the programme bUdget. Examples ar_ the reduction of
$356,100 i.n the biennium 1984-1985 b~cause fewer members than anticipated took part
in the sessions of the International Law Commission and the reduction of $64,900 in
respect of the Trusteeship Coun~il in the same biennium because only one mission
was dispatched to the Trust Territory of the Pacific Islands rather than the two
missions usually carried out by the Council during I biennium.

I I. THE N~ BUDGET PROCESS

'n'le con t i ngencv ~~~nd

27. Paragraph ts "f annex I of Gener~l Assembly resolution 41/213 provides that the
programme budget &hall include a contingency fund expres~ed as a percentage of the
overall budget level, to accom~ate ad~itional expenditures relating to the
biennium derived from legislative mandates not provided for in the proposed
programme bUdget or frem revised estimates, exclUding those arising from the impact
of extraordinary expenses and from fluctuations in rates -f exchange and
inflation. Par~graph 9 of the annex provides that if additional expenditures, as
defined in paragraph d, are proposed that exceed resources available within the
contingency fund, such additional expenditures can only be included in the budget
through redeployment of resources from low-priority areas or modifications of
existing activities. Otherwise, they will have to be deferred to a later biennium.
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28. In terms of practical appli~ation, it is envisaged that the fund would be
utilized to provide for additional resources that may be required as a result of
the consideration of statements of programme bUdget implications and revised
estimates a8 defined in pac~graph 8 of annex 1. of General Assemblv resolution
41/213, in the yeac preceding the biennium and in the first year of thd biennium.
As cegards revised estimates dealing with activities that had been included in the
proposed programme bud~et but were not acted on at first reading pending t~e

SUbmission of additional infocmation, it would seem reasonable that only the amo~nt

cequested over and above that included in the pr~posed programme budget, if any,
should be met from the contingency fund.

29. The fund would not be used to meet unforeseen and extraordinacy expenses
covered by the resolution on unforeseen and extraordinary expenses adopted each
biennium, such expenses would continue to be dealt with as heretofore. It would
also not be necessary to appropriate resources for the contingency fund. General
Assembly action that would seem to be required in respect of the fund ~ould be as
follows,

(a) In the off-budget year (i.e., in 1988 for the bienni~m 1990-1991), the
Assembly would decide on the size of the fund in accordance with the provisions of
annex I of General ~ss~mbly resolution 41/213,

(b) During the budget year (i.e., in 1989 for the biennium 1990-1991), the
Assembly would decide on the actual amounts to be utilized from the fund on the
basis of statements of programme budget implications and revised estimates approved
ducing the session and would appcopriate such &mounts in the context of the initial
appropriations under the relevant sections for which they would be required,

(c) The balance of the fund, that is, the diffecence between the amount
originally apPCOVed for the contingency fund undec (a) above and the amounts
approved in the context of the initial appropriations under (b), would be available
to accomodate additional expenditures that might arise during the next session of
the Genecal Assembly (i.e., in 1990 for the biennium 1990-1991),

(d) At that session, the Assembly would decide on the further amounts to be
utilized from the fund foe the second year of the biennium, SUbject to the
availability of cesoucces cemaining in the fund, on t~e basis of statements of
progcamme bUdget implications and revised eBtimates approved during that session
ano would appcopciate such amounts ur.Jer the relevant sections for which they would
be reqUired,

(el Should expenditures be proposed that would ~y 4ed resources available in
the fund, the provisions of annex I, paragraph 9, of General Assembly resolution
41/213 would be applied,

(f) Any unutilized balance would, following the approval of the revisen
appropriations, be cancelled.

30. As regards the level of such a fund, a review of additional expenditures that
have arisen over the last few bienniums ceveals no common factors from bienniurn to
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biennium that would permit the establishment of a continge~cy fund on an historical
basis, except that the types of activities that are now to be provided for through
the contingency fund have always led to addit~onal expenditures. The inclusion of
resources for "perennials" and the introduction of full budgeting for
conference-s6rvirin~ costs in the future proposed programme budget should, to some
extent, reduce t~e need for addlt1~nal expenditures.

31. As pointt'{~ (.,ut in paragraph 21 above and as may be f:'een in annexes III and IV,
there has been a d~wnward trend in the amount of additional resources obtained
through programme budget implications, with a sharp reduction in the current
biennium due to the fact that the number of programme budget implications, other
than those relating to "perennials", decreased from 23 in respect of the 1984-1985
biennium to four in respect of the current biennium, including none at the
forty-first session of the General Assembly, and the related additional
expenditures declined from $12.4 million to $1.9 million.

32. With regard to conference-servicing costs, it should prove possible to obviate
the need for an annual consolidated statement and for additional expenditures to be
met from the contingency fund by providing in the proposed programme bUdget an
amount of resources sufficient to cover the costs not only of meetings known at the
time of bUdget preparation but also of meeting~ that would be subsequently
authorized. Such a provision has been made in the proposed programme budget for
the biennium 1988-19a9, and it can reasonably be assumed that the resources would
be sufficient to enable the Organization to service a number of meetings and
conferences consistent with the pattern of meetings and conferences over the past
five years. At the same time, indications of meeting costs at full costs, where
applicable, will continue to be provided, for information purposes, in statements
of the programme bUdget implications of draft resolutions submitted to the General
Assembly and the Economic and Social Council, information will also continue to be
conveyed to the Committee on Conferences when it considers changes in the calendar
of conferences.

33. As regards levised estimates, no discernible trends can be identified. While
biennial comparisons may point to a downward trend (see annex 11), the amount of
additional expenditures a ising from revised estimates in 1986-1987, namely
~12,3a9,200, is misleading. This amount includes, as may be seen from annex V, a
r,~uction of $38,759,200 reaulting from the separation of the United Nations
lndustrial Development Organization, it also includes additional expenditures
resulting from revised estimates in respect of the Department of Administration and
Management, $23,253,800, of which only $266,600 can be termed additional
expenditures, as the balance of $22,9~7,200 was included in the proposed programme
bUdget but not acted upon at first reading.

34. Past experience in respect of programme budget implications and revised
estimates, while us~ful, cannot be used as the basis for determining the level of
the contingency fund. The establishment of such a level cannot be done on a
s~ientific basis and must, in the final analysis, be judgmental. As regards the
forthcoming bienni~m for which preparations are under ~ay, the new budget process
~ill not be followed in its entirety, in view of the date of its adoption.
Nevertheless, it would seem desirable tu establish a contingency fund. The

/ ...
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proposed programme budget for 1988-1989, whose preparation is nearing completion,
will amount to $1,681,372,400. It reflects the impact of the recommendations of
the Group of High-Level Intergovernmental Experts a8 adopted by the General
Assembly in its resolution 41/213, in terms of reduction in travel and consultant
funds and reduced provisions for staff costs in anticipation of the reductions in
the number of posts that are required. Such reductions, together with structural
and other changes that are being or will be eff~cted, will be the SUbject of a
report complementary to the proposed programme budget. In this period of
far-reaching changes, and While awaiting the outcome of intergovernmental studies,
it would not seem unreasonable to anticipate that legislative action requiring new
and arlditional activities will be at a lower level than has heretofore been the
case. It is al~ unlikely that there would be revised estimates involving
substantial additional expenditures. In the circumstances, a contingency fund
~mounting to 0.75 per cent of the budget, or $12,610,300, appears reasonable in
order to accommodate, at the forty-second and forty-third sessions of the General
Assembly, additional expenditures relating to the biennium 1988-1989 derived from
legislative mandates not providad for in the proposed programme budget or from
revised estimates exclUding those arising from the impact of extraorrlinary expenses
as well as fluctuations in rates of exchange and inflation.

Inflation and currency fluctuations

35. Adjustments reSUlting from inflation, in~luding adjustments to sta~dard costA,
and from currency fluctuations have, at times, led to reductions and at other times
to additional expenditures. These adjustments can be and have been SUbstantial.

36. The budgetary impact of these adjustments during the bienniums 1980-1981,
1982-1983 and 1984-198~ in dollar terms and as a percentage of the estimates
contained in the proposed programme bUdget is summarized below.

Increase (decrease) due to changes
in the rates of inflation and exchange

and standard costs adjustments
I
I Pe rcen tage 0 f

United States I the proposed
Biennium dollars I programme budget

I
1980-1981 51 680 400 I 4.3
1982-1983 (122 737 200) I (8.0)
1984-1985 (47 762 100) I ( 3.0)

I

As regards the current biennium, such changes have eo far resulted in increases
totalling $49,993,600. The strengthening of other currencies vis-A-vis the United
States dollar since ~arly January 1987 will, if it continues, require a further
increase of $27 million in the second performance report for the biennium 1986-1987.
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37. Paragraph 11 of annex I of General A~sembly re.olution 41/213 states that the
Secretary-General should make efforts to absorb additional expenditures of this
nature, to the extent possible, through savings from the programme budget, without
causing in any way a negative effect on programme deli~ery and without prejudice to
the utilization of the contingency fund. It is evident that the impact of the.e
adjustments, caused primarily by the volatility of currencies, can be such as to
make any savings that could be effected in the course of the implementa~ion of the
budget totally inadequate to meet them. Even if it were to be agreed that
additional requirements arising from changes in the rates of inflation, inclUding
adjustments to standard costs, and exchange should be met through a reduction of
programme activities, the level of savings that might be required (and this could
not be known in advance) and the inability of the Organization to effect such
savings at short notice would force the adoption, on a continuous basis, of
measures such as those that have been taken in response to the currJnt financial
crisis.

38. The new budget process approved by the General ~ssembly in its resolution
41/213, providing a9 it does for greater participation by Member States fram the
early stages of the process, legislative decision by the General Assembly to guide
the Secretary-General in the preparation of the proposed programme budget, the
establishment of priorities and the establishment of a contingency fund, implies a
desire on the part of Member States to be in a position to know at the outset of a
biennium the likely level of expendit'ares and the related level of assessments.
The magnit~de of adjustments due to changes in the rates of inflation and currency
exchange and standard adjustments (changes that, on the one hand, are caused by
cirr.umstances beyond the control of the Secretary-General, and of the General
Asoembly for that matter, and, on the 'other, are impossible to forecast with any
degree of accuracy) is such as to make it a virtually impossible task to foresee
from the outset the level of exp&nditures in a biennium.

39. ~b ensure that the maximum level of expenditures is known at the outset would
require a provision for potential changes in the rates of inflation, including
standard costs adjustments, and currency exchange of a size sufficient to meet all
eventualities. On the basis of experience in the last few bienniums, a provision
of $125 million would not appear unreasonable.

40. Such a provision could be made by estab~ishing, at the beginning of a
biennium, at the time of the adop~ion of the proposed programme bUdget, a reserve
that would form part ef the appropriations as a ~eparate section and would be
assessed. Any increases during the biennium due to changes in the rates of
inflation, inclUding standdrd costs adjustments, and currency exchange, including
increases that might arise prior to the 3pproval of the proposed programme bUdget
and the initial appropriations, would be met from the reserve. At the relevant
appropriation stage, such additional reQuirements would be appropriated under all
the se~tions of the budget so affected, and the app~opriations for the section
relating to the reserve would be reduced commensurately. Where such changes would
result in reductions, these reductions would like~ise be reflected, at the
appropriation stage, in ~ections 80 affected, and the appropriations for the
section relating to the reserve would be increased accoldingly up to the level of
$125 million. Once the reserve had been replenished, further reductions would be
credited to Member States.

I ...
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41. The effect of .uch • procedure would be that incr.~se. during. bitnnium
re.ulting from chang.s in the rates of inflation, including standard costs
adjustments, and curr.ncy .xchang., would not r.sult in increase. in assessments,
they would have been providld for in advanc.. Should the need atise to replenish
the reserve at the beginning of • bi.nniua, how.ver, this could result in sizeable
incre••e. in tht lev.l of ••••••m.nt. Additional .xpenditure. that might arise
from change. in the rat•• of inflation, including .tandard costs adju.tments, and
cUfrency exchange, would th.r.for. continue to be appropriated and assessed, they
would, however, be asse.sed .very two y.arl rather than annually as is pre.ently
the case. In the circum.ta.1ce., U would appear that the current method of dealing
with such adjustments, that is, incrtaling the appr~~riatlon. and assessments
whenever they give ri .. to additional eXPenditure. and reducing the appropriations
and aS8es.ments whenever they giv. ri•• to r.ductions, might 8till be the lea8t
inconvenient way of d.aling wi~1 8uch chang.s.

Notes

1/ Official Record8 of the Gen.ral Assembly, Thirty-eighth Se8sion,
SUpplement No. 7 (A/38/7 and COrr.l), para. 6.6.

l/ ~., para. 28.186.

1/ ~., pata. 11.4.

i/ ~., paras. 27 and 28.
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