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Report of the Advisorv Conmittee on Administrative
and BudgeEarv ouestions

1. The Advisory Cormittee on Administrative aDd Budgetary ouestions has

consiclered tt o rePorts of the Secletary-Geaeral: one on the current financial
clisis of the united Nations (^/44/a57r, and the other on the financial ernergency

of Lhe united Nations (L/C.5/44/27').

2. In paragraphs 2 and 4 of his rePort on the curreDt financial crisis of the
united rations (^/44/857), the Secretary-General states that as at 8 December 1989'

S26L,9 million or 33.? per cent of this year's total regular budget assessments of
S7?7 rnillion rernained unpaitl. Arrears frorn prior years totalle't $267'3 rnillion;
hence, total assessed contributioos outstanding as at I Decenber L989 amounted to
$529.2 rnillion. of the total outstandiDg regular budget assessed contributions of
S529.2 ni1lion, S430.1 million, including alrnost $213'9 nillion of arrears in
respect of prior years, is orred by one Mernber State.

3. As shown in the Getreraf Fund cash floltr table contained in paragraph 5 of the
report of the secretary-GeneraL (A/44/857,' cash reserves conprising the working
Capital Fund and the Special Account, totalling $214.5 million, were rePlenished
once during the first quarter of 1989 and ltave since been drawa ilorrn ' (The cash

flow projections contained in that table superseale infornation provided in
anner vII of the rePort of the Secretary-General (A/C'5/44/2't) on the financiaf
emergenqy of the United Nations') Iu this connection, it is stated in ParagraPh 7

of the leport of the Secretary-General on the current financial crisis of the
United Nations (L/44/857) that this 1989 cash flow projection rnakes no alfowance
for any additional unforeseen and extraordinary exPenses for Peace-keeping
operations before the end of 1989i moreover, if actual receipts follow the
piojected pattern, at the etxd of 1989 the organization's reserves will' be
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CURRENT FINANCIAL CRISIS OF THE UNITED NATIONS

FINANCIAL EMERGENCY OF THE UNITED NATIONS

Report of the Advisory Committee on Administrative
and Budoetary Questions

1. The Advisory Committee on Administrative and Budgetary Questions has
considered two reports of the Secretary-General: one on the current financial
crisis of the United Nations (A/44/857). and the other on the financial emergency
of the United Nations (A/C.5/44/27).

2. In paragraphs 2 and 4 of his report on the current financial crlS1S of the
United Nations (A/44/857). the Secretary-General states that as at 8 December 1989.
$261.9 million or 33.7 per cent of this year's total regular budget assessments of
$777 million remained unpaid. Arrears from prior years totalled $267.3 million:
hence. total assessed contributions outstanding as at 8 December 1989 amounted to
$529.2 million. Of the total outstanding regular budget assessed contributions of
$529.2 million. $430.1 million. including almost $213.9 million of arrears in
respect of prior years, is owed by one Member State.

3. As shown in the General Fund cash flow table contained in paragraph 5 of the
report of the Secretary-General (A/44/857). cash reserves comprising the Working
Capital Fund and the Special Account. totalling $214.5 million. were replenished
once during the first quarter of 1989 and have since been drawn down~ (The cash
flow projections contained in that table supersede information provided in
annex VII of the report of the Secretary-General (A/C.5/44/27) on the financial
emergency of the United Nations.) In this connection, it is stated in paragraph 7
of the report of the Secretary-General on the current financial crisis of the
United Nations (A/44/857) that this 1989 cash flow projection makes no allowance
for any additional unforeseen and extraordinary expenses for peace-keeping
operations before the end of 1989; moreover, if actual receipts follow the
projected pattern, at the end of 1989 the Organization's reserves will be
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repleDished oaly by $48.1 nillion. f! paragraph ?, the Secretary-General also
estirnates that unpaid assessed cortributions wil-r total $456.1 nitlion by the end
of 1989.

4. The Secretary-Geleral ' s projections regardiag incorne and disbursenents in l99O
are contained in the annex to his report on the current financial crisis of the
united Natiotrs (^/44/857r. As indicated i! paragraph 9, those projections assune
that the payment of assessed contributions wirl pararlel the 1999 experience as to
both the tining aud amount of payments, includiag that of the major contributor.
sirnilarly, it is assumed that the disbursement pattern in r99o vill fo]tow that
of 1989. Furthertnore, in order to avoid insolveacy through the better part of
1990, those assunptions are predicated upoD the utilization of the organization,s
reserves to neet its cash requirements during the year. None the less, the
secretary-General projects, on the basis of those assumptions, that all reserves
wiLr be exhausted and cash depletion wilr occur ia the lasc quarter of 1990. rr
paragraphs l0 to 14 of that sane report, the Sec retary_General concludes,
inter a1ia, that the firanciat situation of the uDited Nations could deteriorate
eveD more rapidly and dratnaticaLly than foreseer should any additiorar demands be
placed upon those depleted reserves to meet the cash requiremeats for eristing or
nel' peace-keeping operations, or the legative impact of acute currency fluctuations
cr inflatio!.

l. The coflipositio! of lhe short-tern deficit is defined in paragraphs 3 to 5 0fthe secretary-General ' s report. on the fiaa'cial emergeacy of the united Nations(A/C.5/44/27). ID paragraphs 6 to 10 and allexes I and II, information is provided
on the extent ard rate of increase of the short-t.rn deficit. As defineat, the
short-t€rm tteficit, projected to 31 December 1989, is estinated at s315 milfion, as
cornpared \rith the correspondiag estimate of 8326,4 nirLion in 1988, showins a
decrease fron 1988 to 1989 that is exptained in paragraph 6.

6. rnformatio! on unpaid debts to those Member states which have participated in
peace-keePiag oPerations under agreerneats with the United Nacions that provided for
rei.rnbursenent for the services rendered, aDd on uithholatings by Menber 

-States 
frornpeace-keepirg activities, projected to 31 Decernber 1989, is provided in

paragraphs 9 antl 24 respect.ively of the sa$e report.

7. Paragraphs tr to 14 of the report contain inforrnation on the pa!rynent of
assessed contributions to the regular budget in lggg as compared with 1g8g,
Experience $ith regard to the paytnent of assessed contributions to Deace-keepino
operations is discussed ill paragraphs 15 to lZ.

8. The effects of the GeDeral Assenbly's paraLlel suspension of the provisions offinancial regulations 4.3, 4.4 aud 5.2 (d) in respect of surpluses under the
regular budget (arisiDg at the enal of 1"972 aad at bhe end of the 1980_1981,
1982-L983, 1984-1985 aBd 1986-l9B? bienniums), and in respect of unencumbered
barances and/or surpluses in the special accounts of uNEF/uNDoF and uNrFrL, are
described in paragraphs Lg to 21 and aanex rv A and in paragraph 22 and annex rv B,
fespectively.

9. The status of the united Nations speciar Account. established by the General
AssembLy is discussed in paragraphs 5 and 26 and in annex vL
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replenished only by $48.1 million. In paragraph 7, the Secretary-General also
estimates that unpaid assessed contributions will total $456.1 million by the end
of 1989.

4. The Secretary-Generalis projections regarding income and disbursements in 1990
are contained in the annex to his report on the current financial crisis of the
United Nations (A/44/857). As indicated in paragraph 9, those projections assume
that the payment of assessed contributions will parallel the 1989 experience as to
both the timing and amount of payments, including that of the major contributor.
Similarly, it is assumed that the disbursement pattern in 1990 will follow that
of 1989. Furthermore, in order to avoid insolvency through the better part of
1990, those assumptions are predicated upon the utilization of the Organization's
reserves to meet its cash requirements during the year. None the less, the
Secretary-General projects, on the basis of those assumptions, that all reserves
will be exhausted and cash depletion will occur in the last quarter of 1990. In
paragraphs 10 to 14 of that same report, the Secretary-General concludes,
inter alia, that the financial situation of the United Nations could deteriorate
even more rapidly and dramatically than foreseen should any additional demands be
placed upon those depleted reserves to meet the cash requirements for existing or
new peace-keeping operations, or the negative impact of acute currency fluctuations
or inflation.

5. The composition of the short-term deficit is defined in paragraphs 3 to 5 of
the Secretary-General's report on the financial emergency of the United Nations
(A/C.5/44/27). In paragraphs 6 to 10 and annexes I and II, information is provided
on the extent and rate of increase of the short-term deficit. As defined, the
short-term deficit, projected to 31 December 1989, is estimated at $315 million, as
compared with the corresponding estimate of $326.4 million in 1988, showing a
decrease from 1988 to 1989 that is explained in paragraph 6.

6. Information on unpaid debts to those Member States which have participated in
peace-keeping operations under agreements with the United Nations that provided for
reimbursement for the services rendered, and on withholdings by Member States from
peace-keeping activities, projected to 31 December 1989, is provided in
paragraphs 9 and 24 respectively of the same report.

7. Paragraphs 11 to 14 of the report contain information on the payment of
assessed contributions to the regular budget in 1989 as compared with 1988.
Experience with regard to the payment of assessed contributions to peace-keeping
operations is discussed in paragraphs 15 to 17.

8. The effects of the General Assembly's parallel suspension of the provisions of
financial regulations 4.3, 4.4 and 5.2 (d) in respect of surpluses under the
regular budget (arising at the end of 1972 and at the end of the 1980-1981,
1982-1983, 1984-1985 and 1986-1987 bienniums), and in respect of unencumbered
balances and/or surpluses in the special accounts of UNEF/UNDOF and UNIFIL, are
described in paragraphs 18 to 21 and annex IV A and in paragraph 22 and annex IV B,
respectively.

9. The status of the United Nations Special Account established by the General
Assembly is discussed in paragraphs 5 and 26 and in annex VI.
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IO. In view of the chronic cash-fLo.n difficulties reported and taking irto account
consialeratious outlioed iu paragraphs 28 to 33 of his report o! the financial
emergetrcy of the united Natiolrs (L/c.5/44/27), tbe Secretary-General ProPoses that
the working capital Fund be increased from itss Preseat level of $100 nillion to a

leve1 of not less than S20O rniltion for the bienaiurn 1990-1991' I! that
cornection, the Secretary-General nak€s reference to observations aud
recommendations raised by the Attvisory cotnrnittee otr Adtnilistrative and Budgetary
Questions ia its report (A/44/7251, rhich addressed, among other thitrgs, the
a&ninistrat.iva and butlgetary asPects of the financing of UDihed Natiols
peace-keeping operations. Itr paragraph 25 of that report, the Advisory corunittee,
staEed as follows:

"Taken tsogether, the existing level of the workinq CaPital Fund as a

percentage of the conbineal regular budget and peace-keepiag aPProPriations for
1985 atnoults to 10.7 Per ceati the comParable figure for 1989 is
6.0 per cent. Under the circumstalces, the Advisory conmittee believes that
the tine has come tso consider an increase of the working Capital Furd. the
Advisory Coflmittee understands that the Sec retary-General, will r6itserate aud
substantiate his proposal to increase ttre level of the working caPital Fund in
the cotrtext of his forthcomilg rePort on the fiaancial ernergeucy. The

Advisory connittee is of the opinion that the rePort should also contain an
indication of options for fiaancing this ilcrease. The Advisory cornnittee,
after receiving the report of the Secretary-General, rf,il.I subnit definitive
recofimendatious on an increase ia the slorking caPtial Fuud, the actual 1eve1

of such ar increase atld the means of financing."

11. In paragraPhs 34 to 39 of his report on the f,inaucial energency of the Uaited
Nations (A/C.5/44/2't), the Secretary-ceneral lists four options for financing his
proposal to increase the wor*itrg Capital Fund, namely: (a) apPortioning tbe afiount
of the incr€ase among a1l, Metrrber states as Part of their asaessments; (b) assessinq
the increase over several years rather thaa at oae timei (c) financiEg the increase
through voluatary contributions, and (d) increasing the workirg CaPitaI Fund by
crecl!,tiag to it part or all of the amounts realizeC frotn the susPension of the
provisions of finaacial regulations 4.3, 4.4 anat 5'2 (d) in resPect of surPluses
utrtler the regular budget '

L2, In the opinion of the Advisory Connittee, the altalysis submitted i.u the report
of the secretary-Geteral on the fitatcial emergency of the united Nations does not
provi"de sufficient basis for the Advisory Corwrietee to formulate ard submit
definitive reconmendatiots conqerning increasiag the 1ave1 of the worlrilg caPital
Fund and nodalities for financiug such an increase (see para. 10 above) ' Iu the
circurstarces, and taking itrto account tlre time aDd work constraints being faced by
the Fifth Connittee at this juacture, the A'dvisory Conmittee reconmends that
consideration of the Secretary-General ' s proPosaf that the leveL of the working
capital Fund be increased be aleferred to the forty-fifth session of the General
Assenibly. The Advisory Committee would then return to this matter otr a Priority
basis at its sessioa to be heltl in spring 1990 with a viev to preparing a

comprehensive report that {ould attempt to address al,l tnajor asPects of the issue
and subnit ttefinitive recornmendaEions on the subject.
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10. In view of the chronic cash-flow difficulties reported and taking into account
considerations outlined in paragraphs 28 to 33 of his report on the financial
emergency of the United Nations (A/C.5/44/27), the Secretary-General proposes that
the Working Capital Fund be increased from its present level of $100 million to a
level of not less than $200 million for the biennium 1990-1991. In that
connection, the Secretary-General makes reference to observations and
recommendations raised by the Advisory Committee on Administrative and Budgetary
Questions in its report (A/44/725), which addressed, among other things, the
administrative and budgetary aspects of the financing of United Nations
peace-keeping operations. In paragraph 25 of that report, the Advisory Committee,
stated as follows:

"Taken together, the existing level of the Working Capital Fund as a
percentage of the combined regular budget and peace-keeping appropriations for
1985 amounts to 10.7 per cent; the comparable figure for 1989 is
6.0 per cent. Under the circumstances, the Advisory Committee believes that
the time has come to consider an increase of the Working Capital Fund, The
Advisory Committee understands that the Secretary-General will reiterate and
substantiate his proposal to increase the level of the Working Capital Fund in
the context of his forthcoming report on the financial emergency. The
Advisory Committee is of the opinion that the report should also contain an
indication of options for financing this increase. The Advisory Committee,
after receiving the report of the Secretary-General, will submit definitive
recommendations on an increase in the Working Captial Fund, the actual level
of such an increase and the means of financing."

11. In paragraphs 34 to 39 of his report on the financial emergency of the United
Nations (A/C.5/44/27), the Secretary-General lists four options for financing his
proposal to increase the Working Capital Fund, namely: (a) apportioning the amount
of the increase among all Member States as part of their assessments; (b) assessing
the increase over several years rather than at one time; (c) financing the increase
through voluntary contributions; and (d) increasing the Working Capital Fund by
crediting to it part or all of the amounts realized from the suspension of the
provisions of financial regulations 4.3, 4.4 and 5.2 (d) in respect of surpluses
under the regular budget.

12. In the opinion of the Advisory Committee, the analysis submitted in the report
of the Secretary-General on the financial emergency of the United Nations does not
provide sufficient basis for the Advisory Committee to formulate and submit
definitive recommendations concerning increasing the level of the Working Capital
Fund and modalities for financing such an increase (see para. 10 above). In the
circumstances, and taking into account the time and work constraints being faced by
the Fifth Committee at this juncture, the Advisory Committee recommends that
consideration of the Secretary-Generalts proposal that the level of the Working
Capital Fund be increased be deferred to the forty-fifth session of the General
Assembly. The Advisory Committee would then return to this matter on a priority
basis at its session to be held in spring 1990 with a view to preparing a
comprehensive report that would attempt to address all major aspects of the issue
and submit definitive recommendations on the subject.
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