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I. INTRODUCTION

1. A report and three addenda on the financial situation of the United
Nations were submitted to the General Assembly at its forty-sixth session.
Document A/46/600, dated 24 October 1991, which outlined the financial
situation as at 30 September 1991, noted that persistent shortfalls in the
receipt of assessed contributions, to both the regular budget and to
peace-keeping operations, had led to the need for internal borrowing, and
concluded that this palliative would no longer be feasible once the cash
requirements exceeded the funds available in the regular budget and all
peace-keeping accounts. Substantial contributions to the regular budget were
however received during the last quarter of 1991, and the cash available in
the General Fund as at 31 December 1991 amounted to $70 million. A large
portion of this, in rounded terms $46 million or 66 per cent, represented the
advance payments by four countries of their estimated assessments for 1992.

2. Document A/46/600/Add.1, dated 19 November 1991, subtitled "Proposals to
address the problems of today and tomorrow", presented a number of possible
measures regrouped under three headings, i.e. measures to address the current
situation; establishment of a Humanitarian Revolving Fund; and establishment
of a United Nations Peace Endowment Fund. The related report of the Advisory
Committee on Administrative and Budgetary Questions was contained in document
A/46/765. The General Assembly initiated its deliberations on this subject,
both in plenary meetings and in the Fifth Committee. Subsequently, in his
report entitled "An agenda for peace" (A/47/277-S/24111), the
Secretary-General proposed additional measures to address the financial
situation of the Organization. Those proposals were also outlined in the
annual report of the Secretary-General on the work of the Organization
(A747/1). 1/
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3. Two further addenda to the report on the financial situation of the
Organization were prepared by the Secretariat in May and July 1992
(A/46/600/Add.2 of 15 May 1992 and A/46/600/Add.3 of 23 July 1992). Both
documents provided information on the current financial situation of the
Organization and on projected estimates of receipts and expenditures for the
regular budget and for peace-keeping operations. In July, it was anticipated
that an overall deficit of some $55 million would occur in November and that
without an immediate inflow of cash the Organization would have to cease its
operations.

4. The present report to the General Assembly at its forty-seventh session
summarizes the current financial situation of the United Nations and indicates
prospects for the financing of the Organization's activities until the end of
1992, It also presents, in annex I, the various proposals made by the
Secretary-General to address the financial problems of the United Natious.
These proposals, contained in document A/46/600/Add.1 and in the report
entitled "An agenda for peace", are submitted for consideration by the General
Assembly at its forty-seventh session.

II. FINANCING OF THE REGULAR BUDGET

S. After decades of disagreement on the budget of the United Nations and
negative votes or abstentions on the part of several major contributors, the
proposed programme budget for the biennium 1992-1993 2/ was adopted by the
General Assembly by consensus. Such has been the case for all budget
decisions since the launching of a new budgetary process through General
Assembly resolution 41/213 of 19 December 1986. At the same time, financial
regulation 5.4, also adopted by the General Assembly, states that
"contributions [to the programme budget] and advances [to the Working Capital
Fund] shall be considered as due and payable in full within thirty days of the
receipt of the communication of the Secretary-General [informing Member States
of their commitments and requesting them to remit their contributions and
advances)". Thus, at the beginning of January 1992, Member States were
assessed for a total amount of $1,037.4 million and were expected to pay
within a month.

6. Nevertheless, by the end of January, only 15 Member States had paid on
time and in full their contributions to the regular budget of the United
Nations. Three months later, at the end of April, 24 additional Member States
had done so, and by the end of September a total of 66 Member States, or
slightly more than one third of the total membership, had paid their full
assessments for the regular budget of the Organization.

7. The limited compliance with regulation 5.4 is compounded with an absence
of reserves. Also, this year, both the major contributor and the Member State
with the third largest assessment had yet to pay their assessed contributions
by the end of September. Tae result was that, with monthly disbursements
averaging $93 million, the cash available to the Secretary-General to fulfil
his obligations under the regular budget was only $71 million at the end of
April and $5 million at the end of May. After a respite in June/July due to
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payments by two major contributors, there was no more cash available in the
General Fund of the United Nations in August. At the end of that month, and
again in September, it became necessary to borrow from peace-keeping funds to
finance the daily functioning of the Organization.

8. Anticipated payments in October totalling $250 million, essentially by
the major contributor, would enable the Organization to meet its monthly
expenditures until the end of November. Current estimates of additional
contributions in November and December, totalling $58 million  apart from
possible advanced contributions towards the 1993 assessments would mean that
the Organization would close 1992 with a deficit of $12 million in its regular
budget.

9. The usable cash balances in the General Fund at the end of each quarter
for the past three years, including a projection as at 31 December 1992, are
given below. It should be noted that there has seldom been sufficient cash on
hand to meet the following month's regular budget requirements.

United Nations General Fund Usable cash balances 1990-1992

(In millions of United States dollars)

1990 1991 1992
As at:
31 March 192 70 101
30 June 66 -4 106
30 September 63 16 -68
31 December 48 70 -12 as

a/ Projected.

10. Such insufficient and precarious financing of the regular budget of the
United Nations has been a feature of the life of the Organization during these
past few years. The percentages of annual regular budget assessed
contributions paid since 1985 as at 30 June, 30 September and 31 December are
given below. An improvement in collections in the first six months of 1992 is
more than offset by poor collections in the third quarter, resulting in a much
worse than average collection pattern as at 30 September. It should also be
noted that the percentage of current-year contributions paid at

31 December 1991 represents an all-time low.
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Percentages of annual r lar dge sessed
contributions paid _since 1985
1985 1986 1987 1988 1989 1990 1991 1992
As at:
30 June 35.5 49.6 52.0 56.5 48.0 47.9 39.7 50.9

30 September 53.6 57.8 56.1 63.3 64.6 64.3 59.5 54.8

31 December 72.1 70.3 63.8 66.0 66.4 65.3 61.0

11. With three months left in 1992, unpaid contributions to the regular
budget totalled $826.3 million, of which $357.5 million was outstanding for
1991 and prior years and $468.8 million relates to 1992. The total amount
outstanding is the equivalent of 80 per cent of the regular budget assessment
for 1992. A year ago at this time, total outstanding contributions
represented 75 per cent of the 1961 assessment. The status of contributions
to the regular budget as at 30 September 1992 is given in annex II to the
present report.

12. More Member States however paid their regular budget dues at this point
in 1992 than in 1991 or 1990. The apparent contradiction between this
progress and a worsening situation in dollar terms is due to a lack of payment
on the part of the third major contributor in 1992. Thus, while more Member
States have paid their assessments in full in 1992, the total amount
collected through 30 September in respect of the current year's assessment is
less than in 1991. A summary of the payment patterns of Member States is
given below:

Paid in full: 66 States as at 30 September 1992
57 States as at 30 September 1991
60 States as at 30 September 1990

Had outstanding assessments: 93 States as at 30 September 1992
102 States as at 30 September 1991
99 States as at 30 September 1990

Owed more than current 60 States as at 30 September 1992
year's assessment: 61 States as at 30 September 1991
56 States as at 30 September 1990

Made no payment at all: 24 States as at 30 September 1992
37 States as at 30 September 1991
32 States as at 30 September 1990

Annex IIT to the present report shows, as at 30 September 1992, the Member
States in each of these categories.
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III. FINANCING OF PEACE-KEEPING OPERATIONS

13. The growth in United Nations peace-keeping operations has been dramatic
in recent years, and in 1992 the Organization has undertaken two very large
new operations simultaneously. While delays in the receipt of assessed
contributions for peace-keeping operations have exacerbated the financial
difficulties of the United Nations, the demands for timely and adequate
financing during the critical start-up period are particularly pressing. One
of the measures proposed by the Secretary-General addresses this problem.

14. There are currently eight peace-keeping operations financed by assessed
contributions: the United Nations Disengagement Observer Force (UNDOF): the
United Nations Interim Force in Lebanon (UNIFIL); the United Nations Angola
Verification Mission (UNAVEM I and II); the United Nations Irag-Kuwait
Observation Mission (UNIKOM); the United Nations Mission for the Referendum in
Western Sahara (MINURSO); the United Nations Observer Mission in El Salvador
(ONUSAL): the United Nations Transitional Authority in Cambodia (UNTAC); and
the United Nations Protection Force (UNPROFOR). 1In addition, there are three
recently completed peace-keeping operations for which the accounts are still
open and outstanding contributions are still being sought. They are: the
United Nations Iran-Iraq Military Observer Group (UNIIMOG): the United Nations
Transitional Assistance Group (UNTAG): and the United Nations Observer Group
in Central America (ONUCA). Finally, a new peace-keeping operation, in
respect of which assessments have not yet been raised, is under way: the
United Nations Operation in Somalia (UNOSOM). Not included in this analysis
is the United Nations Peace-keeping Force in Cyprus (UNFICYP), which is
financed by voluntary contributions.
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15. As at 30 September 1992, outstanding contributions to current
peace-keeping operations financed by assessment totalled $644 million. A
summary of experience in 1992 to date, recorded by individual operation, shows
the following:

Balance due Assessment in 1992 Collected Balance due
1_Jan., 1992 Period Amount in 1992 30 Sept. 1992

(In millions of United States dollars)

UNDOF 16.0 12/91-11/92 35.2 30.9 20.3
UNIFIL 264.1 2/92-7/92 75.8 112.5 227.4
UNAVEM I and II 14.9 1/92-10/92 56.6 47.9 23.6
UNIKOM 9.1 10/91-10/92 60.9 38.0 32.0
MINURSO 55.3 None 34.2 21.1
ONUSAL 6.2 1/92-10/92 36.3 29.3 13.2
UNTAC (inc. UNAMIC) 11/91-10/92 835.1 609.0 226.1
UNPROFOR 1/92-10/92 250.5 186.3 64.2
UNIIMOG 1.2 None 0.1 1.1
UNTAG 3.4 None 1.1 2.3
ONUCA 6.7 11/91-4/92 12.1 6.1 12.7

Total 376.9 1362.5 1 095,4 644.0

16. The foregoing table shows that assessments made for peace-keeping
operations during 1992 exceed the amounts assessed under the regular budget.
Amounts collected in 1992 to date reflect a slightly higher overall ratio of
collections to assessments than is the case with the regular budget. On the
other hand, collections have not taken place evenly, with the result that
certain operations have been unable to meet their obligations and have had to
resort to borrowing from other peace-keeping operations. It should be noted
that appropriations and assessments have not been made beyond October 1992 for
a number of ongoing peace-keeping operations, including UNTAC and UNPROFOR.

17. 1In certain peace-keeping operations financed by assessed contributions,
it is estimated that as at 31 December 1992 unpaid debts to Member States
which have participated in these peace-keeping operations under agreements
with the United Nations that provided for reimbursement for the services
rendered, mainly for the provision of troops, will amount to some

$200 million. Thus, the troop-contributing countries continue to bear the
burden of the effect of the shortfall in payment of assessed contributions for
peace-keeping operations.
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IV. OVERALL FINANCIAL SITUATION
18. The continuing increase in the level of outstanding contributions, both

for the regular budget and for assessed peace-keeping operations, is
illustrated below.

UNPAID ASSESSED CONTRIBUTIONS
Regular Budget and Peace-keeping
Activities Combined

Ia milliens of U.S. dellars

1600

1400-:' i B Roguiar Budget IU Peace-keepiag

1000
800

1985 1986 1987 1988 1989 1990 1991 1992

400
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19. Annex IV to the present report provides a listing of the outstanding
contributions from Member Scates totalling $1,470.4 million as at

30 September 1992, for both the regular budget and peace-keeping operations
financed by assessed coantributions. Including Sweden and Norway, which appear
in annex IV with outstanding contributions to peace-keeping operations of less
than $100, eighteen Member States had met all their financial obligations to
the United Nations by 30 September 1992.

20, Within current mandates, cash needs for peace-keeping operations in the
last three months of the year will amount to about $575 million. The regular
budget will need about $325 million. Against this total of $900 millionm,
combined cash on hand at the end of September 1992 that is peace-keeping
cash, since there is a shortfall for the regular budget amounts to about
$500 million. Accordingly, at least $400 million must be collected between
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now and the end of the year. Otherwise the regular budget and all of the
peace-keeping operations will run out of money simultaneously.

21. While it is clear that an immediate and continuing inflow of cash is
needed in order for the Organization to survive, what is less immediately
apparent is how the United Nations has managed for so long with unpaid
contributions of this magnitude, and what the consequences would be if the
outstanding contributions were to be paid in full. Reduced to its simplest
language, an organization which cannot collect its debts cannot pay its
debts. The United Nations is liable to its Member States, under the Financial
Requlations, to repay any balances of appropriations or miscellaneous income
remaining at the end of a financial period. By action of the General
Assembly, distribution of balances arising in the regular budget, UNIFIL and
UNDOF has been suspended on a number of occasions, enabling the United Nations
to withhold payment of about $350 million. A further $75 million may become
available in residual balances of UNTAG and UNIIMOG (though some of this has
been proposed for transfer to a peace-keeping reserve fund). Unpaid amounts
due to troop-contributing countries amount to about $200 million, and there
are other routine balances due to creditors, in all funds, which are expected
to total between $150 million and $200 million by the end of the year. If
outstanding assessed contributions were to be paid in full, the Organization
could pay all these debts and be left with enough cash to replenish the
Working Capital Fund (currently $100 million) and the Special Account
(currently $140 million).

22, However, in the absence of collections, the current outlook is bleak. As
noted above, the cash position in the General Fund (Regular Budget) is
especially critical. Available reserves have again been exhausted, and the
Secretary-General has again been required to borrow from peace-keeping funds,
notably from UNTAG. In 1991, short-term borrowing was needed for a total of
67 days in the months of July, August, September, October and December, with a
maximum at one time of $61 million. In 1992, borrowing began in August, and
by 2 October had reached a total of $79 million. UNTAG has advanced this
amount to the General Fund from accumulated savings and from amounts being
held to reimburse troop concributors for contingent-owned equipment and
supplies furnished to the mission. This is clearly unsatisfactory, and has
been necessitated by delays in the payment of assessed contributions to the
regular budget.

23. Intrinsically unacceptable, as stemming from the neglect by « number of
Member States of their legal obligations towards the Organization, the
persistent financial difficulties of the United Nations are becoming
politically incongruous and increasingly damaging to the implementation of
mandated programmes. These difficulties are politically incongruous in that
Member States adopt both regular and peace-keeping budgets by consensus, and
have an unprecedented and broad agreement on the principles that sustain the
Organization and on its role in addressing world problems. And they are
increasingly damaging to the functioning of the United Nations and its
capacity to implement its mandates because financial considerations play an
inordinately important role in the choice of activities and priorities, and
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financial problems absorb an amount of time and energy that would be better
used to address the intellectual and ethical issues that confront the
Organization. Budgetary rigour, financial control and efficiency in the use
of resources would be greatly facilitated by a predictable and healthy
financial base. The Secretary-General has repeatedly stressed that the only
solution to the financial crisis is full and timely payment by all Member
States of their assessed contributions. Should the General Assembly,
sovereign in these matters, decide to review and revise the basic principles
and regulations derived from the relevant Articles of the Charter, the
Secretariat would assist Member States to the best of its ability. Until
then, there is no choice but the strict implementation of the existing
agreements sanctioned by General Assembly resolutions. The measures proposed
by the Secretary-General to address the financial problems of the Organization
must be seen in this context.

Notes

1/ Official Records »f the General Assembly, Forty-seventh Session,
Supplement No. 1 (A/47/1).

2/ Ibid., Forty-sixth Session, Supplement No, 6 (A/46/6/Rev.1l), vols. I
and II.




A/C.5/47/13
English
Page 10

Annex I

PROPOSALS MADE BY THE SECRETARY-GENERAL TO ADDRESS THE
FINANCIAL SITUATION OF THE ORGANIZATION

A. Proposals made in the report of the Secretary-General
on the financial situation of the United Nations

(A/46/600/24d.1)

Proposal one

(a) Charging interest on the amounts of assessed contributions that are
not paid on time:;

(b) Suspending certain financial requlations of the United Nations to
permit the retention of budgetary surpluses:;

(c) Increasing the Working Capital Fund to a level of $250 million and
endorsing the principle that the level of the Fund should be approximately
25 per cent of the annual assessment under the regular budget;

(d) Establishment of a temporary Peace-keeping Reserve Fund, at a level
of $50 million, to meet initial expenses of peace-keeping operations pending
receipt of assessed contributions;

(e) Authorization to the Secretary-General to borrow commercially,
should other sources of cash be inadequate.

Proposal_ two

Creation of a Humanitarian Revolving Fund in the order of $50 million, to
be used in emergency humanitarian situations. The proposal has since been
implemented.

Proposal three

Establishment of a United Nations Peace Endowment Fund, with an initial
target of $1 billion.

B. Additional proposals made in the report of the
Secretary-General on preventive diplomacy,

peacemaking and peace-keeping, 'An agenda for
eace" (A/47/277-5/24111)

(a) Immediate establishment of a revolving peace-keeping reserve fund of
$50 million;

loen
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(b) Agreement that one third of the estimated cost of each new
peace-keeping operation would be appropriated by the General Assembly as soon
as the Security Council decided to establish the operation; this would give
the Secretary-General the necessary commitment authority and assure an
adequate cash flow; the balance of the costs would be appropriated after the
General Assembly approved the operation’'s budget:;

(c) Acknowledgement by Member States that, under exceptional
circumstances, political and operational considerations may make it necessary
for the Secretary-General to employ his authority to place contracts without
competitive bidding.

C. Other ideas added in recent months in the course of
public discussion and mentioned in the report of
he cretary-General on pr ntiv iplomacy,
peacemaking and peace-keeping, "An agenda for
peace” (A/47/277-5/24111)

(a) A levy on arms sales that could be related to maintaining an Arms
Register by the United Nations:

(b) A levy on international air travel, which is dependent on the
maintenance of peace;

(c) Authorization for the United Nations to borrow from the World Bank
and the International Monetary Fund for peace and development are
interdependent;

(d) General tax exemption for contributions made to the United Nations
by foundations, businesses and individuals;

(e) Changes in the formula for calculating the scale of assessments for
peace-keeping operations.
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Annex III

MEMBER STATES THAT HAVE PAID ASSESSMENTS IN FULL TO THE
REGULAR BUDGET AS AT 30 SEPTEMBER 1992

Member States that have paid in full within 30 days

Australia
Botswana
Canada
Denmark
Finland
France
Ghana
Iceland

(by end of January 1992)

Ireland
Kuwait
Liechtenstein
Netherlands
New Zealand
Norway

Sweden

All other Member States that have paid in full

Austria
Argentina
Bangladesh
Bahrain
Barbados
Belgium
Belize
Bhutan
Bolivia
Brunei Darussalam
Bulgaria
China
Colombia
Cyprus
Czechoslovakia
Egypt
Ethiopia
Fiji

Gabon
Germany
Greece
Indonesia
Iraq

Italy
Japan
Jordan

Lesotho

Luxembourg

Malaysia

Malta

Marshall Islands

Mauritius

Micronesia

Myanmar

Namibia

Nepal

Oman

Pakistan

Poland

Portugal

Saint Lucia

Samoa

Saudi Arabia

Singapore

Spain

Sri Lanka

Syrian Arab Republic

Thailand

United Arab Emirates

United Kingdom of Great Britain
and Northern Ireland

Venezuela
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Member States that have made a partial payment against
the current year's assessment

Afghanistan
Algeria
Bahamas
Cape Verde
Dominica
Ecuador
Guinea
Guyana
Honduras
Hungary
India
Mexico
Morocco a/

Mozambique

Papua New Guinea
Paraguay

Republic of Korea
Saint Vincent and the Grenadines
Sudan

Swaziland

Togo

Trinidad and Tobago
Tunisia

Zaire

Zimbabwe a/

Member States that have made full payment in 1982

Iran (Islamic Republic of)
Madagascar

Maldives

Mongolia

wards arrears

Romania

Seychelles

United Republic of Tanzania
Uruguay

Member States that have made partial payment in 1992

Antigua and Barbuda
Belarus a/

Benin

Burkina Faso
Burundi

Chad

Chile

Congo

Costa Rica a/

Cuba

Djibouti

Dominican Republic a/, b/
El Salvador

Gambia

Grenada

Guatemala .

Haiti

Israel

Jamaica

Kenya

of arrears

Liberia

Libyan Arab Jamahiriya
Mali

Mauritania

Nicaragua

Niger

Nigeria

Panama

Peru

Philippines

Qatar

Russian Federation a/
Rwanda

Sierra Leone

Turkey

Ukraine as/

United States of America
Yemen

Yugoslavia

Zambia

I



(a)

(b)
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Member hat have paid nothing in 1992

N rrear nly 1992 nding)

Albania Malawi

Cameroon Vanuatu

Cote d'Ivoire Viet Nam

Lao People's Democratic Republic

With arrears

Angola Lebanon

Brazil Saint Kitts and Nevis

Cambodia b/ Sao Tome and Principe b/

Central African Republic b/

Comoros

Democratic People's Republic
of Korea ¢/

Equatorial Guinea

Guinea-Bissau

Senegal

Solomon Islands
Somalia

South Africa b/
Suriname
Uganda

as Credit applied from the Working Capital Fund.
b/ Member States under Article 19.
c/ Inclusive of arrears relating to year of admission.
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