UNITED NATIONS

GENERAL
ASSEMBLY

Distx.
GENERAL

Afb317
2 December 1959

ORIGINAL: ENGLISH

Fourteenth session
Agends item Li
BUDGET ESTIMATES FOR THE FINANCTAL YEAR 1960
Working Capital Fund

Thirty-sixth report of the Advisory Committee on Administretive and Budsetary
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1. The Advisory Ccmmittee on Administrative end Budgetary Questions hes,
considered a report of the Secretary-General (4/C.5/809), in which he sta#es his
belief that there is "urgent need, if the financiai solvency and integrity of the
Orgenization is to bte regarded as of top priority, for an increase in theilevel
of the Working Capital Fund in 1960 of the order of $3 to $l million" from the
present smount of $23.5 million.
2, The Advisory Committée, in its report on the Working Cepitsl Fund toéthe
General Assembly et 1ts eleventh session,l/ outlined the basic considerations that
are invelved in the determination of the eppropriate level at which the Fpnd shculd
be meintained. More recently, in reporting oun the qﬁestion at the thirteénth
session,g/ the Advisory Committee examined the position of the Fund at that time,
in the light of the basic considerations involved. -
3. Basing itself generslly on the recommendations of the Advisory Committee, the
Ceneral Assembly, st its thirteenth session, in addition to seeking earliér payment
of contributions, decided on two measures %o improve the cash resources of the
Orgenization:

(a) To increase the level of the Working Capital Fund from $22 million
to $23.5 million in 1959; and

;/ Official Records of the General Assembly, Eleventh Session, Annexes, agenda
item 43, document A/3H55.

2/ Tbid., Thirteenth Session, Annexes, agenda items 43 and Lk, document'4/3939.
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(v) to euthorize the Secretery-General, in the event of urgent nesd in 1959
and subject to certain conditions (A/C.5/743, pera. 8), to borrow, on payment of
normallcurrent rates of interest, cash from special funds and accounts in his
custedy, for purposes which normelly relete to the Working Capital Fund.

L., The Advisory Committee would generally egree with the Secretary-General's
conclusion that while the above messures have proved useful in meeting cash
requirements in 1959, the over-all position'has not shown any improvement but has
continued to deteriorate. The following would appear to be among the more important
factors contributing to such deterioration:

(a) Despite regulation 5.&2/ of the Finencial Regulations of the
Unlted Nations, the pace of receipt of contributions in reletion to the pace of
expenditure has continued to be unsatisfactory. Thus, while some 45 per cent of
totel annual budgetary disbursements oceur bylEO June, only about 20 per cent of
net contributions due are received by that date (A/C.5/809, annex, tables 1 and 4}.

(b) The year begins with & sizeable smount of unpaid contributions from
previous years. On 1 Januery 1959, unpald contributlons in respect of the regular
budget of prior yesrs amounted to $7.8 million; at 30 November 1959, an amount of
some $2.7 million was in arresrs in respect of 1958 and 1957 and some $11 million
in respect of the current yeér. The total amount of arrears of contributions in
respect of the regular budget at the year-end has remeined of the order of between
$7 end $9 million in the last three years {A/C.5/809, ennex, table 2).

(c) There has been & substantial call on the Working Capital Fund in order
to meet the cash requirvements of the United Nations Emergenéy Force (UNEF), as a
result of the unsatisfactory situaticn in respect of the payment of UNEF
contributicns. The situation in this regard could be furfher aggravated 1f and
when actual peyments hed to be made from the reserve for ccmpensation in respect
of contingent-owned equipment that might be worn out or destroyed.

5 The Advisory Committee would reiterate heres that the earlier payment of
contributions - and indeed & strict adherence to the provisions of financial
regulation 5.4 ~ is the most logleal and eccnomical wayxof meeting fhe cash

requirements of the Organization, and that gll other approaches are at best

3/ Regulation 5.4 provides: Contributions end advances shall be considered as

~  due and payable in full within thirty deys of the receipt of the communication
of the Secretary-Generel referred to in reguletion. 5.3 above, or as of the
first dey of the flnancial year to which they relate, whichever ig the later.
4g of 1 January of the following financial year, the unpaid balance of such
contributions and advances shall be considered to be one year ln arrears. /...
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ractical supplementery arrengements. Subject to this consideration, 1t woyld
5111 be necessary to take sccount of some minimum delay, from the beginning of

1¢ year, in peyment of contributions and also of difficulties of a constitutional
¢ administrative nature, which confront scme Members. There would thus be need
or & Working Cepitel Fund of & basic amount which would have & significant;
2lation to the total amount of the budget. '

. In addition, the further measure of delay in payment of ccntributions énd

1e requirements of UNEF and unforeseen expenses accentuate the situa?ion génerally
18 glve rise to a particulerly acute seasonal shortege of cash during the months
f May and June. This problem could be largely met 1f Member Stetes found it
assible to pey at leesst a substantial portion of their contributions in thé first
alf of the year and preferably before the end of April. To the extent th&ﬂ the
xute sgituation still remained, the baslc amount of the Working Capital Fun@ would
sed to be increased, although the spedial seggonal problem might he met thﬁough
1ort-term accommodations. This latter appreoach to the seasonal problem Wodld at
28t be only an alternative to increasing the Fund by a still greater amouné.

« The Advisory Committee notes that generally the pattern of the receipt}of
mtributions by the specialized agenciles seems to be substantially more ,
itisfactory then in the case of the United Nations. This has enebled mcst;of the
zencies to meet their cash requirements without substantial or regular recﬁurae

> edvances from thelr working capltal funds.E/ The specialized agenciles and the
1sernational Atomic Energy Agency have among them & totel of some :

L3 to $14 million in the nature of working capital. The Advisory Committes
:cognizes that the possibility of a combined working ecapital fund for all
rganizations of the United Nabtions system 1s a guestlon which requires car@ful
judy end, more Ilmportant, an effective messure of co-ordination at the natﬁonal
svel among governmentel delegaticns to the different organizations. A soméwhat
ore immediate step might be to explore the possibility of the agencies makﬂng

wort-term advances from their cash resources to the United Nations to meet;the
riticel mid~year shortages.

/ ¥or an outline of recent experience in the speclalized agencies, see (ffiiclal
Records of the General Assembly, Thirteenth Session, Annexes, agenda item 50,
document A/L032, paras. 20-21.
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8, As regards the basic situation cutlined in paragraph 5, as affected by the
continued unsatisfactory position described in paragreph 4, there appears to be

8 strong case for scme increases in the present level of the Working Capitel Fund.
The Advisory Committee would here recall its recommendation of 195 2 that the
Fund should be increased to $25 million in 1960. While the General Assembly at
that time limited its action to the level of the Fund for 1959 and epproved the
Fund for that year at $23.5 million, as recommended by the Advisory Committee, the
considerations which prompted the Committee's recommendation for a $25 miliion
Fund in 1960 still remein vaelid and have indeed become even stronger.

9. The Advisory Committee recogniges that an increase of the order suggested above
will still leave unsolved, to some extent, the more acute problem which now arises
towards the end of the first half of each year. The Committee notes in this
regard that in 1959 it beceme necessary to seek $2 million, on a short-term besis,
from special funds. -The cash situation after April 1960, according to the
Secretary-General's report (para. 5}, 1s likely to be precaricus; it is also
possible that the situvatlon in regard to the special funds and the related
programmes a3 of a perticular dete when cash ls needed may be such as to preclgde
adequate recourse to those funds under the conditlons established in this regard.
It would be eppropriate in these circumstances to extend the Secretary-General's
present authority tc seek short~term accommodations to permit alsc loans from
Governments and, exceptionally, from commercisl sources.

10. On the basis of the foregoing considerations, the Advisory Committee would
recommend that the General Assembly, having regard to financial regulation 5.4,
should:

(a) Urge the Member States concernedrto glve attention to the payment of
the outstanding arresrs of their contributions;

(t) Request the Secretary-General, in addition to continuing his efforts to
obtain earlier peyment of contributlons, to address a gpeclal communicstion in
this regard to Member States and to report on the replies received to the
General Asgembly at its fifteenth session;

2/ Official Records of the General Assembly, Thirteenth Session, Annexes,
agenda items 43 and b4, document A/3939, para. 11.

[en




{ "
A/L317
Englis
Page 5

(c) Decide to increase the level of the Working Capltel Fund from
23.5 million to $25 million in 1960, by the transfer to the Fund of the balance
n surplus sccount still available for credit to Members aes at M
1 December 1558 ($527,988)§/ and by direct additional cash advances in the@
mount of $972,012; - ‘ '
(4) Extend the authorization granted to the Secretary-Genersl under
aragraph & of resolution 1341 (XIIT) of 13 December 1958, to cover also short-term
cens from Governments and, exXcepticnally, from commercial sources. |

4

f Ibid;, Fourteenth Session, Supplement No. 6 (A/4116), part I, para.5.






