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Information on some multi-year payment plans and
incentive and disincentive measures applied by
organizations of the United Nations system and other
multilateral and regional organizations

1. In its resolution 55/5 A, the General Assembly, inter alia, requested the
Committee on Contributions to consider further the indexation of arrears, interest on
arrears, multi-year payment plans, early reimbursement to troop-contributing
countries and further suggestions for measures to encourage the timely, full and
unconditional payment of assessed contributions, taking into account the experience
with incentives and sanctions for the payment of assessed contributions of other
United Nations organizations and other multilateral and regional organizations, and
to report thereon to the General Assembly at its fifty-sixth session.

2. The Committee had considered these questions at its fifty-ninth session in
1999, pursuant to a request contained in General Assembly resolution 53/36 C.

3. Annex I to the present document provides some information on the subject.
Annex II contains a note on the S-curve incentive scheme.

4. The secretariat of the European Union indicated that no incentives or
disincentives were applied with respect to the non-payment of contributions. The
secretariat of the Organisation for Economic Cooperation and Development also
indicated that there were currently no incentives or disincentives in place, although
in prior years there had been a system of apportioning to members the net interest on
short-term investments earned by the organization as an incentive for early payment.

5. At its sixty-first session, the Committee on Contributions decided to make this
information available in an addendum to its report.!

Notes

! See Official Records of the General Assembly, Fifty-sixth Session, Supplement No. 11 (A/56/11).
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Annex 1
A.
1.

2

Information on some multi-year payment plans and
incentive and disincentive measures applied by
organizations of the United Nations system and other
multilateral and regional organizations

Provision for payment plans in organizations of the United Nations
system and other multilateral and regional organizations

1. Information on the practice of a number of organizations of the United Nations
system with respect to payment plans for the settlement of arrears of assessed
contributions was provided to the High-level Open-ended Working Group on the
Financial Situation of the United Nations in 1996. This information is reproduced
below. Among the features characterizing these arrangements are the following:

(a) The arrangements for time-bound settlement of arrears are implemented
only when Member States are at the point of losing their voting rights owing to the
amount of their arrears. The definition of the arrears triggering the loss of voting
rights varies among the agencies (see below);

(b) The periods for settlement of arrears through these payment plan
arrangements for most of the above-mentioned agencies are up to 10 years;

(¢) A number of these agencies stipulate in their arrangements for
settlements of arrears that payment of current contributions as well as advances to
the Working Capital Funds must be made in addition to payment of instalments of
arrears;

(d) These arrangements generally also provide for the manner in which
defaults in payment by Member States of their instalments are treated.

2.  The individual arrangements for payment plans in settlement of arrears of the
above-mentioned specialized agencies are summarized below.

International Labour Organization (ILO)

3. Article 13, paragraph 4, of the Constitution of the International Labour
Organization (ILO) provides as follows:

“A Member of the Organization which is in arrears in the payment of its
financial contribution to the Organization shall have no vote in the Conference,
in the Governing Body, in any committee, or in the elections of members of the
Governing Body, if the amount of its arrears equals or exceeds the amount of
the contributions due from it for the preceding two full years: Provided that the
Conference may by a two-thirds majority of votes cast by the delegates present
permit such a Member to vote if it is satisfied that the failure to pay is due to
conditions beyond the control of the Member.”

4. Article 31 of the Standing Orders of the International Labour Conference
provides that:

“(a) Any request or proposal that the Conference should nevertheless
permit a Member which is in arrears in the payment of its contributions to vote
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in accordance with article 13, paragraph 4, of the Constitution shall be referred
in the first instance to the Finance Committee of the Conference, which shall
report thereon as a matter of urgency.

“(b) Pending a decision on the request or proposal by the Conference,
the Member shall not be entitled to vote.

“(c) The Finance Committee shall submit to the Conferénce a report
giving its opinion on the request or proposal.

“(d) If the Finance Committee, having found that the failure to pay is
due to conditions beyond the control of the Member, thinks fit to propose to
the Conference that the Member should nevertheless be permitted to vote in
accordance with article 13, paragraph 4, of the Constitution, it shall in its
report:

“(i) Explain the nature of the conditions beyond the Member’s control;

“(ii) Give an analysis of the financial relations between the Member and
the Organization during the preceding ten years; and

“(iii) Indicate the measures which should be taken in order to settle the
arrears.

“(e) Any decision which may be taken by the Conference to permit a
Member which is in arrears in the payment of its contributions to vote
notwithstanding such arrears may be made conditional upon the Member
complying with any recommendations for settling the arrears which may be
made by the Conference.”

5. In accordance with paragraph 1 of article 31 of the Standing Orders of the
Conference, the Finance Committee of the Conference considers requests of
Governments for permission to vote at the Conference. Based on the report of the
Finance Committee, which, among others, indicates the measures that should be
taken in order to settle the arrears, the Conference passes resolutions that indicate
the manner in which the arrears concerned should be settled.

6. Resolutions concerning the granting of permission to a country to vote under
paragraph 4 of article 13 of the Constitution of ILO include, among other elements,
the following:

(a) Acceptance of the arrangement proposed by a Government for the
settlement of the arrears by the General Conference of ILO;

(b) Payment of current contribution in full in the year for which it is due;

(¢) Duration and number of instalments for payment of arrears.

Food and Agriculture Organization of the United Nations (FAO)

7.  Article II1.4 of the Constitution of the Food and Agriculture Organization of
the United Nations (FAO) provides as follows:

“Each Member Nation shall have only one vote. A Member Nation which is in
arrears in the payment of its financial contributions to the Organization shall
have no vote in the Conference if the amount of its arrears equals or exceeds
the amount of the contributions due from it for the two preceding calendar
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years. The Conference may, nevertheless, permit such a Member Nation to
vote if it is satisfied that the failure to pay is due to conditions beyond the
control of the Member Nation.”

8. The Council of FAO and the Finance Committee address the issue of the
procedures and practices followed by FAO for restoring the voting rights of Member
Nations in arrears of assessed contributions and reports to the Conference of FAO.

9. The Conference, after noting the proposal of a Member State to liquidate its
arrears, takes a decision that provides, among others, for payment of arrears in up to
10 annual instalments. It also stipulates that default in payment of two instalments
shall render the instalment plan null and void.

10. The decisions of the Conference in this regard include, among others, the
following elements:

(a) Reference to 2 Government’s proposal to liquidate its arrears in addition
to paying each current contribution in the calendar year of assessment;

(b) Reference to the total amount of arrears that shall be settled through the
payment in instalments;

(¢) Timing of the payment;
(d) Payment of advances to the Working Capital Fund;

(e) Indication that default in payment of two instalments shall render the
instalment plan null and void.

11. At the 28th session of the FAO Conference of 1995, there were 34 Member
Nations that had no right to vote in the Conference. Fourteen of them proposed
payment of their arrears through instalment plans and their voting rights were
restored. As at 31 March 2001, four Member Nations still pay by annuity.

United Nations Educational, Scientific and Cultural Organization (UNESCO)

12. Rule 83 of the rules of procedure of the General Conference of the United
Nations Educational, Scientific and Cultural Organization (UNESCO) and its
modification as adopted by the twenty-eighth General Conference of UNESCO in
November 1995 provide as follows:

“1. Each Member State whose credentials have been found to comply with
Rule 22, or which has exceptionally been admitted with full voting rights by
the Conference despite failure to comply with that rule, shall have one vote in
the General Conference or in any of its committees, commissions and other
subsidiary organs.

“2. Such Member State, however, shall have no vote in the General
Conference or in any of its committees, commissions and other subsidiary
organs if the total amount of contributions due from it exceeds the total amount
of the contributions payable by it for the current year and the immediately
preceding calendar year, unless the General Conference is satisfied that the
failure to pay is due to conditions beyond the control of the Member State.”

13. In accordance with the procedure described in paragraphs 3 to 10 of rule 83 of
the rules of procedure of the General Conference and its modification, before each
ordinary session of the General Conference, the Director-General notifies Member
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States in danger of losing voting rights, in accordance with the relevant provisions
of article IV.C of the Constitution, at least six months before the General Conference
is due to open. Member States address their communications invoking the provisions
of article IV.C of the Constitution to the Director-General, who transmits them to the
Administrative Commission of the General Conference. That Commission takes up
the matter at the beginning of its work and issues, at the plenary meeting, a report
and recommendations on the subject. In its report to the General Conference, the
Administrative Commission: ' ' i

(a) Describes the conditions that render nbn-payment beyond the Member
State’s control;

(b) Gives information on the Member State’s history of payment of its
contributions in preceding years and on request(s) for voting rights;

(c) States the measures taken in order to settle the arrears — normally a
payment plan for settlement of such arrears in annual instalments over a period of
three bienniums — and makes mention of the understanding by the Member State to
do all it can to settle future annual assessed contributions on a regular basis.

14. Any decision to permit a Member State in arrears in payment of its
contributions to vote is made conditional upon that Member State’s observance of
the recommendations for settlement of the arrears made by the General Conference.

15. After the General Conference’s approval of the payment plan under which a
Member State’s arrears are consolidated and are payable, any decision by the
Conference permitting that Member State to vote is valid so long as the Member
State concerned pays its annual instalments by the scheduled dates.

16. As of the end of 2000, 35 Member States had such payment plans, of which 28
were in default as of the end of that year.

International Civil Aviation Organization (ICAO)

17. With effect from 1 January 1998, the voting power in the Assembly and the
Council of the International Civil Aviation Organization (ICAOQ) is suspended for
those contracting States that have failed to discharge their financial obligations for
arrears equal to or more than the assessments for the preceding three years, and
either have not concluded an agreement with the Council that provides for the
settlement of their outstanding obligations, or have not complied with the terms of
their agreement. In addition to the loss of voting rights in the Assembly and the
Council, in the event of a distribution of surplus, States with arrears relating to the
years for which surplus is distributed are not eligible for the surplus, unless they
have an agreement and are complying with its terms.

18. With effect from 1 January 1999 and for a three-year trial period, any State
that has entered into a payment plan, and is complying with its terms, will receive
its share of surplus.

19. The ICAO Assembly was held in September/October 1998. The percentage of
receipts of contributions for 1998 in relation to the amounts assessed was over 95
per cent, the highest percentage in many years.
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20. Waiver of application of sanctions, i.e. suspension of voting rights is possible
if the Assembly decides that non-payment is due to conditions beyond the control of
the State. However, this has not been exercised for many years.

21. The arrears are consolidated and are payable in annual instalments over a
period of 10 years, which may be extended to 15 or more at the discretion of
Council. Suspension of voting rights takes place also if the Contracting State fails to
comply with the terms of the agreement.

22. At the end of December 2000, the number of States that had signed agreements
for repayment of arrears by instalment was 32, and the amount of arrears for these
States was US$ 7.4 million. At 28 February 2001, 23 of these States had not
complied with the terms of their agreements.

World Health Organization (WHO)

23. Article 7 of the Constitution of the World Health Organization (WHO)
provides as follows:

“If a Member fails to meet its financial obligations to the Organization or in
other exceptional circumstances, the Health Assembly may, on such conditions
as it thinks proper, suspend the voting privileges and services to which a
Member is entitled. The Health Assembly shall have the authority to restore
such voting privileges and services.”

24. In paragraph 2 of resolution WHAZS8.13 of May 1955, the Eighth World Health
Assembly (WHA) resolved:

“that, if a Member is in arrears in the payment of its financial contributions to
the Organization in an amount which equals or exceeds the amount of the
contributions due from it for the preceding two full years at the time of the
opening of the World Health Assembly in any future year, the Assembly shall
consider, in accordance with Article 7 of the Constitution, whether or not the
right of vote of such a Member shall be suspended”.

25. Under the provisions of Article 7 of the Constitution and resolution WHAS.13
of WHA, the Committee of the Executive Board of the Assembly considers a
proposal of a Member State in arrears and submits its recommendations to WHA for
a decision. WHA, after considering the recommendation of the Committee of the
Executive Board, takes a decision indicating the terms of settlement of arrears. The
duration for such settlement of arrears varies, ranging from 3 to 10 years.

26. The decisions of WHA in this regard include, among others, the following
elements:

(a) Acceptance by the Assembly of a Government’s proposal to settle its
outstanding contributions through payment in a certain number of instalments;

(b) Crediting of payment by members first to the oldest outstanding amounts
due, and the proceeds are used to repay internal borrowings/working capital fund
drawdowns, or, if both are fully repaid, the proceeds go to miscellaneous income;

(c) Indication that default would be treated in accordance with the provisions
of the relevant resolution of WHA.
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6.

(a)

Universal Postal Union (UPU)

27. Pursuant to resolution C61 of the 1989 Washington Universal Postal Congress,
provision is made on negotiations of special agreements with countries with
substantial arrears, bearing in mind the latter’s economic situation and the Union’s
interests. These agreements should result in debt rescheduling agreements between
the countries concerned and the International Bureau. The debts of countries that
have concluded such an agreement are transferred to a special account on which no
interest is payable for the reimbursement period. At 8 August 1993, four countries
had asked to benefit from this procedure.

28. As of 1 January 2001, a new system of automatic sanctions came into effect
concerning voting rights in the Universal Postal Union. Operating procedures for the
new system of automatic sanctions are as follows:

Regulatory basis of the automatic sanctions

The regulatory basis for application of the automatic sanctions is article 126 of
the Universal Postal Union General Regulations newly introduced at the 22nd Postal
Congress in Beijing. These provisions are valid from 1 January 2001. The methods
of applying the automatic sanctions system were approved by the CA 1999 (Beijing)
(decision CA 11/ 1999 B):

“l.  Any member country unable to make the assignment provided for in
paragraph 9 of article 125 and which does not agree to submit to an
amortization schedule proposed by the International Bureau in accordance with
article 125, paragraph 10, or which does not comply with such a schedule shall
automatically lose its right to vote at Congress and at meetings of the Council
of Administration and the Postal Operations Council and shall no longer be
eligible for membership of these two Councils.

“2. Automatic sanctions shall be lifted as a matter of course and with
immediate effect as soon as the member country concerned has paid its arrears
of mandatory contributions owed to the Union, in capital and interest, or has
agreed to submit to a schedule for the amortization of the arrears.”

Paragraphs 9 and 10 of article 125 of the General Regulations state:

“9. Where the arrears of mandatory contributions, not including interest,
owed to the Union for a member country are equal to or more than the amount
of the contributions of that member country for the preceding two financial
years, such member country may irrevocably assign to the Union all or part of
the credits owed it by other member countries, in accordance with the
arrangements laid down by the Council of Administration. The conditions of
this assignment of credit shall be determined by agreement reached between
the member country, its debtors/creditors and the Union.

“10. A member country which, for legal or other reasons, cannot make such
assignment shall undertake to conclude a schedule for the amortization of its
arrears.”

It is specified that, in this context, arrears of mandatory contributions are considered
to be the unpaid portion of the contributions for financial years prior to the current
financial year.
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(b)

(©

@

(e)

Consequences of the automatic sanctions

As mentioned in article 126, paragraph 1, above, application of the automatic
sanctions results in the loss of the right to vote at Congress and at meetings of the
Council of Administration and the Postal Operations Council and loss of eligibility
for membership of these two Councils.

Where sanctions are imposed on a member country for arrears of mandatory
contributions and that country is already a member of one of the Union’s legislative
bodies, it will not be excluded from that body until the end of its term, but loses the
right to vote.

Aims of the antomatic sanctions

The aim of introducing the system of automatic sanctions is to reduce the
amount of arrears of contributions owed to the Union while offering member
countries several ways of paying them and flexibility of application through the time
limits allowed.

Method of calculating the decisive amount

The automatic sanctions are triggered when the amount of arrears of
mandatory contributions, not including interest, becomes equal to or more than the
amount of the mandatory contributions owed by the member country for the
preceding two financial years.

Example: at the beginning of the year 2001, a member country owes the following
contributions:

for 2001: 150 000 CHF
for 2000: 145 000 CHF
for 1999: 140 000 CHF
for 1998: 135 000 CHF
for 1997: 80 000 CHF (balance after payment of an instalment).

The decisive amount for the application of automatic sanctions is 285,000 CHF, or
the sum of the contributions for the two years preceding the current year (1999 and
2000).

The amount of arrears to be considered for automatic sanctions is 500,000 CHF,
namely the sum of the contributions still owing from 1997 to 2000.

Different variants for avoiding automatic sanctions

A member country with arrears of mandatory contributions may, in order to
avoid automatic sanctions, either settle them straightaway, agree to assign
irrevocably in favour of the Union all or part of the credit owed to it by other
member countries, or to sign with another country an agreement under which that
country undertakes to settle its arrears within a period of six weeks up to the amount
of the sums owed to the Union. If such assignment or such agreements cannot be
made, it is possible to conclude a debt-rescheduling agreement with the Union, the
duration of which must, in principle, not exceed 10 years.
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It must be mentioned clearly that the mechanisms (direct settlement,
assignment and rescheduling) are complementary but that possibilities for using
direct settlement or the system of assignment of credits must first be exhausted
before the conclusion of a debt-rescheduling plan is considered.

(e) (i) Direct settlement of arrears

It is recommended that an attempt be made to settle direct at least part of the
arrears of mandatory contributions.

(e) (ii) Irrevocable assignment of credits and payment agreements

(e) (ii) (a) Irrevocable assignment of credits

These are instruments whereby the creditor (Union member country) agrees
that the payment made by its debtor shall be in favour of a specified third party, in
this case the International Bureau.

As soon as the level of arrears reaches the amount to trigger sanctions, the
Director-General notifies the member country concerned of the situation of its
arrears and asks it to regularize its situation within six weeks of the date of dispatch
of the letter of notification. This notification is normally sent in January of each
year.

A member country that, following such notification, is unable to regularize its
arrears immediately sends the Director-General a letter (within the same period of
six weeks) in which it indicates that it intends to assign irrevocably all or part of the
credits owed to it by one or more member countries. It attaches to this
communication a copy of the letter sent to the member country or countries
notifying them of its wish to assign its credits to the UPU. Within a period of six
weeks from the date of dispatch of this communication, it sends the International
Bureau a copy of the irrevocable assignment agreement signed by itself and its
debtor or debtors.

The irrevocable credit assignment agreement for the agreed amount must
without fail mention that:

* The member country which has become a debtor of the UPU as a result of an
assignment agreement will pay an amount equivalent to its debt within six
weeks of the date of its signature of the assignment agreement;

* If the member country which is a debtor of the UPU — as a result of an
irrevocable credit assignment agreement — does not make the payment within
the prescribed time limit, the amount in question is recorded as arrears of
mandatory contributions of the member country in question.

.The detailed procedure to be followed in the case of irrevocable assignment is
as follows:

* A member country which is in arrears to the UPU and which has credits owed
to it by other Union member countries draws up the necessary credit
assignment agreements, signs them and sends them to its debtors, asking them
to sign the agreements and return them to it;
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» Debtors which agree to the proposed assignment accede to the request and
return the signed agreement to the member country initiating the assignment;

* The latter sends the completed agreement to the International Bureau for
approval and signature. The International Bureau will send a copy of the
agreement to the two parties for implementation;

+ UPU will advise the signatories of the credit assignment agreement when
payment is received. If the debt is not paid, the International Bureau will enter
it as arrears of the new debtor member country towards the Union.

(e) (ii) (b) Settlement agreements

The member country may also send the International Bureau an agreement
under which another member country undertakes to settle its arrears of contribution
within a period of six weeks. The assignment agreement under which a member
country has undertaken to pay the arrears of contribution of another member country
towards the Union lapses if payment is not made within a period of six weeks from
the date the agreement is signed. In that case, the situation of the member countries
which are party to the Agreement remains unchanged with regard to the Union.

(e) (iii) Debt-rescheduling agreement

The debt-rescheduling agreement is a measure that has been applied for many
years to enable a member country to clear up its financial situation with the UPU.
The maximum duration of such agreements was set at ten years by the Beijing
Congress. A member country which has received notification from the Director-
General concerning the situation of its arrears which is unable to regularize them
immediately and which, moreover, is not owed any credits by other Union member
countries sends a letter to the Director-General (within a period of six weeks) asking
him to grant it a debt-rescheduling agreement over a period which may not exceed
ten years. The International Bureau then prepares the agreement and sends it for
signing to the debtor country, which must return it signed within six weeks of the
date on which the agreement is drawn up.

It is essential that the amortization schedule is implemented in full and on
time. If the delay in payment represents a sum equal to or more than two years’
amortization payments, the agreement is regarded as null and void and automatic
sanctions are triggered. It is stipulated that, in parallel to the annual payments
provided for in the debt-rescheduling agreement, annual mandatory contributions
must be paid normally. A further debt-rescheduling agreement may not be concluded
within a period of two years following the Director-General's letter notifying
cancellation of an agreement not complied with.

(e) (iv) Combination of variants

If a member country has opted for credit assignment but does not have
sufficient credits owing to it to clear up its situation, it may choose the debt-
rescheduling method for the amount of arrears not covered by the credit assignment.
Similarly, a member country that has opted for rescheduling could use assignment as
a means of speeding up payment of the amounts owing.
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(f) Transitional arrangements (if a member country has already signed a debt-
rescheduling agreement)

If a member country is already party to a rescheduling plan and has
accumulated further arrears since signing the debt-rescheduling agreement, it may
request a revision of the agreement to include the new arrears. This would be a one-
time transitional measure that takes account of the existence of an amortization
schedule before the new automatic sanctions system came into force.

(g) Deadlines to be met

From the date of dispatch of the Director-General’s letter (normally in
January) announcing that the amount of arrears of contributions is equal to or more
than the amount of the mandatory contributions owed by the member country for the
preceding two financial years, the member country concerned has:

Six weeks to:

* pay the debt (in whole or in part) so as to bring the amount of the arrears of
contributions below the sum of the mandatory contributions owed for the
preceding two financial years;

» send a letter to the Director-General in which it indicates that it intends to
assign all or part of the credits owed to it by one or more member countries: it
attaches to this communication a copy of the letter sent to the member country
or countries notifying them of its wish to assign its credits to the 1JPU;

* send a letter to the Director-General asking him to grant it a debt-rescheduling
agreement over a period which may not exceed ten years;

A further six weeks:

. (from the date of dispaich of the above communication) to send the
International Bureau a copy of the assignment agreement signed by itself and
its debtor or debtors; -

* (from the date on which the International Bureau draws up the agreement) to
return the debt-rescheduling agreement duly signed to the International
Bureau;

' ~ A further six weeks:

* a member country which has become newly in debt to the UPU as a result of
an irrevocable credit assignment agreement has six weeks from the date of its
signature to make payment to the UPU. failing which the UPU will enter it as
arrears of the new debtor member country towards the UPU;

¢ in the event of failure to comply with the payment deadline of six weeks
provided for in the other assignment agreements, the UPU will maintain
unchanged the situation prior to signature of the assignment agreements.

(h) Notification of automatic sanctions

If a member country refuses to participate in one of the systems for paying its
arrears of mandatory contributions or fails to meet the mandatory deadlines
(paragraph (g) above), automatic sanctions shall be imposed on it (paragraph (b)

11
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above). However, the entry into force of the automatic sanctions will be preceded by
a final reminder from the Director-General mentioning;:

— the amount and age of the arrears;

— the sanctions imposed in the event of failure to conclude a rescheduling
agreement or an irrevocable credit assignment agreement.

The reminder should encourage the member country concerned to adopt urgently
one of the accepted recovery methods. If the International Bureau receives no
response to the matter within six weeks of the date of dispatch of the reminder, the
Director-General will formally declare the immediate application of sanctions on the
member country concerned. All member countries are also notified formally of this
decision by means of an International Bureau circular. The Director-General also
reports on the measures taken In this context to each meeting of the Council of
Administration. The list of member countries subject to sanctions will also be given
in the UPU Financial Operating Report.

(i) Lifting of sanctions

The sanctions will be lifted as a matter of course and with immediate effect as
soon as the member country concerned has paid its debts to the Union or concluded
assignment agreements covering the whole of the debt or a debt-rescheduling
agreement. Member countries will also be notified of the lifting of sanctions.

7. International Telecommunication Union (ITU)

29. According to Article 28, No. 169, of the Constitution and Convention of the
International Telecommunication Union (ITU),

“A Member which is in arrears in its payments to the Union shall lose its right
to vote as defined in Nos. 27 and 28 of this Constitution for so long as the
amount of its arrears equals or exceeds the amount of the contribution due
from it for the preceding two years.”

30. The Plenipotentiary Conference of the Union (Minneapolis, 1998) has adopted
COM7/7 in respect of all Member States and sector members in arrears. This:

“instructs the Council

“to establish guidelines for repayment schedules, including a maximum
duration, as well as for appropriate additional measures such as, for example,
temporary reduction in class of contribution, in particular for LDCs, and to
take additional measures in respect of non-compliance with the agreed terms of
settlement, such as suspending Sector Members’ participation in the work of
the Union,

“further instructs the Council

“to review the appropriate level of the Reserve for Debtors’ Accounts with a
view to covering outstanding amounts fully, and to report to the next

Plenipotentiary Conference on the results obtained in pursuance of this
resolution,

“authorizes the Secretary-General

12
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“to negotiate and agree upon, with all Member States in arrears, especially
those for which special arrears accounts have been established, as well as with
Sector Members in arrears, schedules for the repayment of their debts in
accordance with the guidelines established by the Council, and, where
appropriate, to submit for decision by the Council proposals for additional
measures as indicated under instructs the Council above including those
related to non-compliance,

“instructs the Secretary-General

“to inform all Member States and Sector Members in arrears or having special
arrears accounts of this resolution and to report to the Council on the measures
taken and progress made towards the settlement of debts as well as on any non-
compliance with the agreed terms of settlement,

“urges Member States and Sector Members

“to assist the Secretary-General and the Council in the application of this
resolution.”

31. As of 31 December 2000, there were 51 Member States in arrears, and 24 of
them had lost their right to vote. In application of the Resolution of the
Plenipotentiary Conference of Minneapolis, 1998, 10 Member States have special
arrears accounts. Special arrears accounts have been cancelled for five Member
States. Council 2000 endorsed the requests from two Member States for a repayment
schedule of 10 years.

32. At its ninth Plenary Meeting, the ITU Council approved guidelines for
repayment schedules for the settlement of Arrears and Special Arrears Accounts.
The agreement establishing a repayment schedule and associated conditions are as
outlined below:

a.  Any repayment schedule and the associated conditions shall be laid down
in a written agreement concluded between the debtor concerned and the ITU
Secretary-General, in line with the guidelines set out below. This agreement must be
concluded no later than one year after receipt by the Secretary-General of the
written request for a special arrears account to be opened. For existing special
arrears accounts opened before 6 November 1998, repayment schedules shall be
concluded by 6 November 1999 at the latest.

Modalities

b.  Arrears subject to an agreement establishing a repayment schedule shall
be transferred to a special arrears account bearing no interest. The amounts
transferred to a special arrears account may include assessed contributions due, or
interest on overdue payments, or both.

Recovery of rights

¢. A Member State which concludes a written agreement with the Secretary-
General setting out a specific repayment schedule for the settlement of its arrears
shall recover the right to vote lost on account of its arrears as from the date of
receipt by ITU of the first instalment in accordance with the terms of the written
agreement, subject to the provisions of No. 210 of the Constitution. Similarly, for a
Sector Member which concludes such a written agreement with the Secretary-
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General, the suspension of its participation in the work of the Sector or Sectors
concerned shall be lifted as from the date of receipt by ITU of the first instalment in
accordance with the terms of the written agreement.

Repayment period

d. The maximum repayment period for Member States and Sector Members
is five years. However, for Member States listed as Least Developed Countries
(LDCs) by the United Nations, the repayment period may be extended to ten years.

e. A Member State wishing to settle its arrears within a shorter period than
that indicated in paragraph 4 may, for this purpose, request a temporary reduction
in its class of contribution, provided that this reduction complies with the scale of
contributions set out in Article 33 of the Convention. Such a request, duly
substantiated, shall be submitted to the Council for approval.

f. If, however, the Member State concerned subsequently chooses, during
the repayment period, to reduce its class of contribution under the relevant
provisions of Article 28 of the Constitution, the temporary reduction approved by
the Council will only apply up to the date of entry into force of the new class chosen
under Article 28.

Writing off of interest on overdue payments

g.  Subject to prior approval of the Council, granted on a case-by-case basis,
the interest on arrears accrued by a Member State or Sector Member may be
partially or totally written off. This action will however only become effective once
the amount owed stipulated in the repayment agreement concluded between the
Member State or Sector Member concerned and the Secretary-General has been
settled in full. As stipulated in paragraph 32 (b) above, no interest on overdue
payments is calculated during the repayment period.

Sanctions

h.  Failure to comply strictly with the agreed terms and conditions of the
written agreement establishing the specific repayment schedule and with the
associated conditions shall result in abolition of the special arrears account and the
associated conditions with immediate effect, and restoration of the sanctions
foreseen in the basic instruments of the Union or in the decisions of the Council.

i During the repayment period, the debtor shall continue to pay annually
its assessed contribution in full. Any failure in this respect (i.e. if the debtor falls
into arrears on all or part of its assessed contribution) shall result in the abolition of
the special arrears account and immediate termination of the written agreement with
the Secretary-General.

Effective date

j- The Council adopted the present guidelines at its 1999 session. These
guidelines shall enter into force on 25 June 1999.

k.  These guidelines are not applicable to repayment schedules agreed upon
before 25 June 1999, which remain subject to strict compliance with the agreed
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terms of settlement. A debtor failing to respect such previously agreed terms shall
be requested to renegotiate the terms of settlement under these guidelines.

L The cases of certain countries affected by exceptional circumstances such
as natural disasters will be subject to decision by the Council at the proposal of the
Secretary-General.

World Meteorological Organization (WMO)

33. Resolution 35 (Cg-XII) of the World Meteorological Organization (WMO)
Congress, concerning the settlement of long-outstanding contributions, inter alia:

“Invites all defaulting Members to conclude an agreement with the
Organization for the settlement of their arrears over a period not exceeding 10
years in addition to the payment of the current contribution in full in the year
for which they are due; the conclusion of such agreements is, however, subject
to the prior settlement in full of any advance due to the Working Capital Fund;

“Authorizes the Executive Council, or President of WMO on its behalf, to
suspend the application of the provisions of Resolution 37 (Cg-XI) when it is
satisfied that such agreements have been formally concluded and its provisions
are adhered to by the defaulting Member.”

34. Loss of voting rights is applied when a member is in arrears for more than two
years.

35. WMO’s standard “repayment agreement” includes, among other elements, the
following:

(a) Repayment of the arrears due in equal instalments over a period of 10
years;

(b) Concurrent payment in full of the assessed contribution for each of the
financial years covered by the instalment period for the settlement of arrears;

(¢) Payment on the due date of any advance that 'may become due to the
Working Capital Fund of the Organization, as may be decided by the World
Meteorological Congress;

(d) Timing of the first payment of instalment of arrears, as well as current
assessed contribution;

(e) Validity of the agreement until the last instalment due is credited to the
Organization;

(f) Suspension of voting rights in case of any interruption in the payments
due, unless at that time the Government concerned would no longer be in arrears for
more than any two financial years, in which case the application of the agreement
would be suspended and its provisions might be restored if both parties were to
agree on the rephasing of the payments of arrears.

International Maritime Organization (IMO)

36. Article 56 of the International Maritime Organization (IMO) Convention
provides as follows:
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37.

“Any Member which fails to discharge its financial obligation to the
Organization within one year from the date on which it is due, shall have no
vote in the Assembly, the Council, the Maritime Safety Committee, the Legal
Committee, the Marine Environment Protection Committee or the Technical
Cooperation Committee unless the Assembly, at its discretion, waives this
provision.”

The following are Rules 56 bis and 56 ter of the Rules of Procedure, which

provide the detailed procedures regarding the application of Article 56, as amended
by Resolution A.781 (19) adopted on 13 November 1995:

Rule 56 bis

“(a) The Secretary-General shall send at least one written notification to
any Member that has failed to discharge its financial obligations to the
Organization under Article 56 of the Convention. The notification shall call the
attention to the terms of Article 56 regarding the loss of vote in the Assembly,
the Council, the Maritime Safety Committee, the Legal Committee, the Marine
Environment Protection Committee, the Technical Cooperation Committee and
the Facilitation Commiittee;

*“(b) Any Member wishing to request a waiver of the provision of Article
56 in respect of itself shall submit a written application to the Secretary-
General at least one month before the Assembly giving reasons therefor, with a
payment schedule indicating the timescale over which arrears will be paid;

“(c) The Secretary-General shall submit to the Council a list of members
that have failed to discharge their financial obligations, together with any
requests for waiver of the provision of Article 56 that have been received from
any such Members;

“(d) The Council shall submit to the Assembly a report on the matter,
together with its recommendations on the submission by any Member of a
request for waiver of the provision of Article 56 of the IMO Convention;

“(e) The Assembly shall consider the report of the Council at the
commencement of each session. Taking into account the recommendations of
the Council, and assessing each application on its individual merits, the
Assembly shall take decisions on the waiver of the provision of Article 56 of
the Convention in respect of any or all of the Members from which requests for
waiver have been received, together with any conditions attached to such a
waiver;

“(f) A decision to waive the provision of Article 56 may only be taken
in respect of a Member that has submitted a request for waiver in accordance
with subparagraph (b) above;

“(g) A decision to waive the provision of Article 56 will normally be
taken only in respect of a Member that has discharged in full the requirements,
at the date of submitting the request for waiver, of the financial undertaking
given under the terms of any previous request for waiver;

“(h) In exercising its discretion, the Assembly normally considers an
application for waiver from a Member whose payments are three years or more
in arrears.”
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Rule 56 ter

“Any Member seeking election to the Council shall have discharged its
obligations to the Organization or shall have committed itself at least one
month before the Assembly to a schedule of payment submitted to the
Secretary-General to do so and shall have complied with the terms of any
previously agreed schedule of payment. Should any Member not meet these
terms, that Member shall not be eligible to seek election at that Assembly.”

World Intellectual Property Organization (WIPO)

38. The loss of voting rights is applied to all Member States having arrears in
contributions that equal or exceed the amount of the contributions due in respect of
the two full preceding years. Any such Member State, which has accumulated
considerable arrears, may make arrangements with the World Intellectual Property
Organization (WIPO), in order to pay those arrears (along with any unpaid advances
to working capital funds) by yearly instalments over a period of up to 10 years, and
may request to have the voting right, that it would otherwise have lost, restored by
the Assembly concerned. Maintaining the arrangement requires the payment of
current contributions in addition to the instalments. The pre-1990 arrears of Least
Developed Countries (LDCs) which are placed in their special “frozen” account are
not taken into consideration when determining whether there is a loss of voting
right. : :

39. At present, there are two Member States which have concluded arrangements
with the Organization to pay the arrears of contribution by yearly instalments,
during a period of four and ten years, respectively. The total amount of arrears
involved are approximately 272,000 Swiss francs.

United Nations Industrial Development Organization (UNIDO)

40. Article 5.2 of the Constitution of the United Nations Industrial Development
Organization (UNIDO) provides that A(a)ny Member that is in arrears in the
payment of its financial contributions to the Organization shall have no vote in the
Organization if the amount of its arrears equals or exceeds the amount of the
assessed contributions due from it for the preceding two fiscal years. Any organ
may, nevertheless, permit such a Member to vote in that organ if it is satisfied that
the failure to pay is due to conditions beyond the control of the Member. This
principle is confirmed by rule 91 of the rules of procedure of the General
Conference. It should be noted, however, that decisions are generally made by
consensus so that the procedure has never been invoked.

41. The policy-making organs of UNIDO established an inter-sessional open-
ended discussion group of Member States on timely payment of assessed
contributions which submitted its recommendations to the Industrial Development
Board (IDB) in May 1998. The Board adopted the report and requested the Director-
General to take forward the measures recommended therein. Among these
recommendations, the group proposed provision for payment plans. In this
connection, the group made distinct proposals for the least developed countries and
other Member States.

42. Under a payment plan, the eligible Member States among least developed
countries may choose to pay arrears of assessed contributions in local currency,
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converted into United States dollars by the United Nations Development Programme
(UNDP) subject to its requirements for such currency.

43. Under the model procedure proposed as a reference in the individual
negotiations between the applicant Member State and the Organization, the plan
shall inciude:

(a) A provision by which UNDP is willing to accept the local currency based
on the local cash requirements of its field offices;

(b) The period for its implementation: the maximum period for the payment
plan should not exceed five years;

{c) The annual amount of arrears to be paid (in addition to the annual
assessed contribution);

(d) The date and the amount of the first paym‘ent;

(e) A provision by which UNDP will transfer the equivalent in convertible
currency directly to UNIDO headquarters;

(f) The reference to the eventual exchange rate gains or losses which would
be credited or debited to the Member State concerned;

(g) A commitment from the Member State to pay its future assessed
contributions in full and on time and in accordance with the financial regulations.

44. Voting rights are governed by the respective rules of procedure of the
governing bodies, that is to say, rule 91 of the General Conference, rule 50 of IDB
and rule 42 of the Programme and Budget Committee. When considering
applications for the restoration of voting rights, the competent body may regularly
take into account the state of payments made under an agreed payment plan,

45. In the case of non-adherence to the agreed payment plan, including the
payment of the current year’s contribution, the remaining amount owed by the
Member State should be regarded as arrears.

46. For other countries, it is possible that arrears be settled through payment plans
as described above, in United States dollars and Austrian schillings, established as a
framework through appropriate negotiations undertaken at the initiative of the
interested Member State.

12. International Atomic Energy Agency (IAEA)

47. In accordance with article XIX.A of the Statute of the International Atomic
Energy Agency (IAEA),

“A member of the Agency which is in arrears in the payment of its financial
contributions to the Agency shall have no vote in the Agency if the amount of
its arrears equals or exceeds the amount of the contributions due from it for the
preceding two years. The General Conference may, nevertheless, permit such a
member to vote if it is satisfied that the failure to pay is due to conditions
beyond the control of the member.”

48. In September 1998, the General Conference adopted certain criteria and
guidelines for consideration of requests for the restoration of voting rights and the
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Agency introduced specific measures to facilitate the payment of contributions by
Member States in arrears.

49. A Member State in arrears that wishes to have its voting rights restored can
agree to a payment plan consisting of outstanding advances to the working capital
fund, equal annual instalments to pay off the total amount in arrears to the regular
budget and the current year’s assessed contribution. The maximum duration of the
plan is not to exceed five years. In addition, members considered to be least
developed countries may pay their agreed payment plans in local currency through
the UNDP offices in their respective countries. Non-compliance with the conditions
of the payment plan will automatically deprive that Member State of its voting
rights. One Member State has been participating in a payment plan since June 1999.
Negotiations are in progress with another Member this year for participation in a
payment plan.

Organization of American States (OAS)

50. Article 55 of the Charter requires each Member State to “contribute to the
maintenance of the Organization” by way of a quota established by the General
Assembly.

51. Article 102 of the General Standards to Govern the Operations of the General
Secretariat (General Standards), adopted by the General Assembly, establishes that
quotas “shall be annual ..., paid within the deadline established during the year in
question, and shall be considered due on the first day of the corresponding fiscal
period,” and Article 103 of the General Standards specifies that quota payments
“shall be credited against the balance pending from the earliest fiscal period for
which the money is owed,” unless the Permanent Council agrees otherwise.

52. [Inrecognition of the need to encourage more timely payment of quotas and the
payment of arrearages, the General Assembly, by AG/RES.1757 (XXX-0/00) of 6
June 2000, adopted the following measures to encourage the timely payment of
quotas:

(a) Definitions

1. Member State is “current” when it is up to date with all payments to the
Regular Fund in accordance with its obligations to pay quota assessments
under Articles 102 and 103 of the General Standards. For the purposes of this
provision, quotas are due and payable on the first day of the corresponding
fiscal period. Similarly, as an exception to Article 102 of the General
Standards, Member States that pay their quotas in full by 30 April are
“current”. After that date, quotas are past due until paid in full.

2. “Considered current”: A Member State is “considered current” when:

(a) It is no more than two years in arrears, has entered into a payment
plan with the General Secretariat by 30 April of the current fiscal year for the
payment of those arrears, and is in compliance with those terms. Any payment
plan that extends the payment period for more than two years must be
approved by the Permanent Council, upon the recommendation of its
Committee on Administrative and Budgetary Affairs (CAAP). For purposes of
this provision, a Member State will be considered two years in arrears during
the current fiscal period if, by 1 May of that period, it owes two years of quota
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(b)

assessments (that is, the assessment for the current fiscal period and an amount
equal to or greater than the assessment for the immediately prior fiscal period);

(b) It has not satisfied the requirements of the preceding provisions, but
the Permanent Council has determined, after hearing the Member State, that
the State is not able to make payments in accordance with a satisfactory
payment plan or generate revenue to satisfy public obligations; a state of
armed conflict within the last 36 months requiring the debtor State to divert an
unforeseen and substantial amount of its revenues to self-defence;
circumstances of a similar nature which in the judgement of the Member States
prevent a Member State from satisfying its debt to the Organization without
creating severe and undue hardship for that State. The Permanent Council shall
examine each case on its own merits. Past precedents established by the
Permanent Council, while not binding, shall be taken into account.

3.  “Not current”: A Member State is “not current” when it does not fall
within the definition of “current” or “considered current” above.

4. “Years in arrears”: This is the number of years for which quotas are still
owed by a Member State as of 1 May of the current fiscal period, regardless of
whether the Member State has entered into a payment schedule and is in
compliance with that schedule.

Measures

1. Member States that pay all their quota assessment for the current fiscal
period by 30 April of that period are entitled to the following discounts: 3 per
cent of the amount paid by 31 January and 2 per cent of the amount paid
between 1 February and 30 April. The discount shall be applied to the quota
assessment for the next fiscal period.

2. Only Member States that are “current” or “considered current” shall be
eligible to host meetings (including, but not limited to, conferences, meetings
of ministers and experts, workshops, and seminars) of the Organization
directly funded, in whole or in part, by the Regular Fund.

3. The following procedures shall apply to elections conducted by the
General Assembly or by the councils of the Organization:

(a) When circulating to the Member States documents presented by a
Member State nominating a candidate the General Secretariat shall indicate in
the transmittal notice whether the nominating Member State is “current”,
“considered current”, or “not current”;

(b) Within one week prior to holding the election and, again,
immediately prior to taking the corresponding vote, the General Secretariat
shall circulate a statement among all delegations indicating the countries which
are “current”, “considered current”, and “not current”. The statement shall also
show the number of years each such country is in arrears. No vote shall be held
until this information has been circulated and the delegations so notified; and

(¢) The respective electing organ can specifically take into account the
condition of those States that are “not current”.
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4. At the beginning of each quarter of the fiscal year, the General
Secretariat shall send to each foreign minister of each Member State, through
its Permanent Representative to the Organization, a letter and statement of
accounts setting out the amount of any quotas owed, requesting prompt
payment of quotas past due under a payment plan or otherwise not timely paid,
and describing the benefits they receive from making those payments.

5. In meetings of the Secretary-General with Heads of State and
Government, Ministers of Foreign Affairs, and Ministers of Finance of
Member States which are “not current”, he shall remind them, as appropriate,
to pay their past due quota assessments, and shall make quarterly reports to the
Permanent Council on those discussions and other initiatives taken towards the
timely collection of quotas.

Exceptional forms of payment

The General Secretariat may negotiate arrangements with Member States
that are “not current” for the payment in national currency, real estate, or other
valuable assets, of quotas more than five years in arrears. Those arrangements
shall enter into force only upon approval by the Permanent Council, upon the
advice of its Committee on Administrative and Budgetary Affairs, and only
upon a determination that:

(a) In the case of national currency or other valuable assets, the
General Secretariat will not be financially prejudiced by the acceptance of that
currency or assets; and

(b) In the case of real estate, the General Secretariat will, over a
reasonable time, earn income or generate savings from the property in
occupancy, use, sale or rental of the property in an amount equal to or greater
than the corresponding arrears.

Transitory provision for Member States more than five years in arrears

1.  Member States in arrears for more than five years as of 31 December
1999, shall be “considered current” until 31 December 2002, provided they do
all of the following:

(a) Pay the quotas for the 2000 fiscal period by 31 August 2000, or
otherwise enter into a payment plan with the General Secretariat by that same
date for the payment of those quotas by 31 December 2000;

(b) Enter into a payment plan with the General Secretariat by 31
August 2000, to pay by 31 December 2002, the quotas owed for the 1998 and
1999 fiscal periods;

(¢) Enter into a payment plan with the General Secretariat by 31
December 2000, for the payment of the amounts owed for fiscal years prior to
1998, and if that plan involves payments in local currency or real estate, obtain
the necessary approval of the Permanent Council by that date. This payment
plan must provide for a final payment of those amounts owed no later than 31
December 2005;
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(d) Pay the quotas for the 2001 fiscal period by 30 April 2001, or
otherwise enter into a payment plan with the General Secretariat by that same
date for the payment of those quotas by 31 December 2001;

(e¢) Pay the quotas for the 2002 fiscal period by 30 April 2002, or
otherwise enter into a payment plan with the General Secretariat by that same
date for the payment of those quotas by 31 December 2002;

(f) Remain in compliance with the foregoing payment plans.

2. For purposes of facilitating compliance with the requirements of the
foregoing section, Member States wishing to qualify as “considered current”
under that provision may designate the percentage of each payment made
which they wish to have credited to the current fiscal period and, as a special
exception to Article 103 of the General Standards permitted hereunder, the
General Secretariat will credit that payment in accordance with the Member
State’s designation.

3.  The Permanent Council shall, at the request of any Member State that is
“considered current” under this Transitory Provision, extend the “considered
current” status of that State beyond the year 2002, provided the State continues
to pay or otherwise enter into a payment plan for the payment of quota
assessments in each subsequent fiscal period for that period and remains in
compliance with that plan and the payment plans for the pre-1998 quotas past
due.

4. Member States that have agreed to payment plans with the General
Secretariat for the payment of past due quotas prior to the adoption of this
resolution and which are in compliance with these plans on the date of this
resolution shall be “considered current” for as long as they remain in
compliance.

14. World Trade Organization (WTQO)/General Agreement on Tariffs and
Trade (GATT)

53. In October 1988, the GATT Council approved a recommendation on
administrative arrangements for improving the cash situation of the GATT, which
included, as a final stage (Category 1V):

“Should a contracting party be in arrears for three full years’ assessed
contributions at the end of GATT’s financial year, the situation would be
reviewed by the Committee on Budget, Finance and Administration with a
view to proposing, as appropriate, other measures to the Council to reinforce
the obligation to pay contributions.” (see disincentive measures below for
measures currently in force)

The existing GATT procedures, i.e. administrative measures for dealing with arrears
that were introduced from 1 January 1989 (excluding outstanding contributions
relating to 1987 and/or earlier assessments) continue to be implemented by the WTO
without having been formally adopted by the WTO General Council.
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These measures, to be applied, where z{ppropriate, after three months’ notice
by the Secretariat to the contracting party concerned and the granting of a grace
period of one month,” comprise the following categories:

* Documentation would not be posted to delegations to the GATT in Geneva,
* Representatives would not be nominated to preside over GATT bodies.

After more than one but less than two full years’ assessed contributions remain
outstanding at the end of GATT’s financial year:

« Documentation would not be posted to delegations to the GATT in Geneva,
* Representatives would not be nominated to preside over GATT bodies,

* New membership to and participation in the Committee on Budget, Finance
and Administration would be reserved for contracting parties whose
contributions are paid or who have not more than one full year’s assessment
outstanding.

After two but less than three full years’ assessed contributions remain outstanding at
the end of GATT’s financial year:

* Documentation would not be posted to delegations to the GATT in Geneva,
* Representatives would not be nominated to preside over GATT bodies,

* New membership to and participation in the Committee on Budget, Finance
and Administration would be reserved for contracting parties whose
contributions are paid or who have not more than one full year’s assessment
outstanding,

-+ Documentation would not be posted to contracting parties,

* Recommendations by the Committee on Budget, Finance and Administration
to the Council or CONTRACTING PARTIES on financial matters would be
acted on only by contracting parties whose contributions are paid or who have
less than two full years’ assessments outstanding.

After three full years assessed contributions remain outstanding at the end of
GATT’s financial year, the final stage (Category IV) as indicated above would be
implemented.

* The first grace period will be extended to 30 June 1989. All contributions received from 1
January 1988 to 30 June 1989 will, in the first instance, be credited against the 1988 assessment
unless otherwise instructed by the contracting party concerned. All contributions received after
30 June 1989 will, in the first instance, be credited against the oldest outstanding contribution
beginning with 1988.
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S-curve incentive scheme

Incentive schemes were adopted by some organizations of the United Nations system in
order to encourage those Member States that tended to pay late in the year to advance the date
of their payments and thereby to reduce the cash flow problems of the organizations
concerned. The schemes generally distribute a part or all of the interest eamned on the
investment of assessed contributions to those Member States whose payment of current year's
contributions enabled the organization to invest funds not immediately required for
disbursement. The schemes assign “incentive points”, with higher incentives to early payers
than to late payers.

The incentive scheme used by the International Civil Aviation Organization (ICAO) is
based on a variant of the equation x = -y’, which describes an § curve, where x represents the
number of days for receipt of payment and Y represents the incentive points to be awarded.

Factors have been added to the basic equation x = -y to make it applicable to the

parameters that have been selected, that is, a 10-point incentive scale and the 360-day
timescale. The formula representing such an S curve is:

y=35+3/125-250x
360

Example

A contracting State being assessed at the rate of 1 per cent contribution (or $271 ,062)
makes full payment on 17 March (day 77). Assume the total incentive points earned by all
contracting States was 128,316 and the incentive amount was equivalent to the organization's
interest earnings for the year, $369,521.

The incentive share would be determined in two steps:
Step 1

At the time of receipt of contribution

Awarding of incentive points
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(a) Calculation of incentive points for payment on day 77

=5 + 3V 125 - (day of payment x 250)
360

=5+ 125 - (77 x 250)
360

=9.15 incentive points (per $1,000 payment);

(b) Calculation of incentive points for payment of $271,062
= 9.15 x amount of payment (in thousands)
=9.15x 271
=2,480 incentive poiﬁts awarded.

Step 2

At the time of Assembly
Sharing of incentive amount between eligible States

(a) Calculation of incentive amount applicable to each incentive point earned by all
contracting States for the year

=$369,521 + 128,316
= $2.88 per incentive point;

(b) Calculation of incentive amount applicable to the contribution of $271,062 made
on 17 March

= $2.88 x 2,480 (from step 1)
= $7,142 representing a rebate of 2.63 per cent of the contribution.

Had the same contribution been paid on, say, 25 September (day 265), the incentive
amount would have been:

$864 representing a rebate of 0.32 per cent of the contribution.

The table below illustrates the application of this S curve method in comparison with a
straight-line approach. '
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Two examples of the apportionment of interest earnings using as the
basis investment interest of $369,521 and assessment of $27,106,254

The amounts shown represent the interest distribution applicable to an assessment of 1
per cent and illustrate the reduction in the share of surplus that would occur as a result of

delaying payment of that assessment.

Based on 1 per cent
assessment paid on,
for example, 20th day
of

January
February
March
April

May

June

July
August
September
October
November
December

Method 1

Distribution in
accordance with 12
months straight line

(uUss)

7691
7012
6333
5655
4976
4298
3619
2941
2262
1583

905

226

Would represent
percentage reduction
in assessment of]

{percentage)

2.84
2.59
2.34
2.09
1.84
1.59
1.34
1.09
0.83
0.58
0.33
0.08

Method 2

Distribution in
accordance with 12
months S curve

y =35+ 3v125-
0.6944x
.(USS$)

7733
7 404
7111
6751
6 267
© 5391
2123
1356
924
590
314
75

Would represent
percentage reduction
in assessment of]

(percentage)

2.85
2.73
2.62
2.49
2.31
1.99
0.78
0.50
0.34
0.22
0.12
0.03

E

01-44372h ) 020801
|JERC T ERE 0 00 O 0

48




