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I. Introduction

1. Under proposal 17 of his report entitled “Investing in the United Nations: for a
stronger Organization worldwide” (A/60/692 and Corr.1), the Secretary-General
proposed a number of measures for improving financial management practices.

2. The Secretary-General had also indicated, in paragraph 75 of the same report,
that adoption of the International Public Sector Accounting Standards (IPSAS) by
the United Nations would be sought from Member States later in 2006. Approval of
such an adoption is now sought within the context of the financial management
proposals contained in the present report. This would be consistent with the United
Nations system-wide adoption of IPSAS by 2010, as already endorsed by the United
Nations System Chief Executives Board for Coordination (CEB) at its spring
session for 2006 (Madrid, 7 and 8 April 2006).

3. The proposals contained in the present report reflect the ongoing efforts of the
Secretary-General to ensure a sound financial base for the Organization; the
rationalization of procedures; the improvement of financial reporting; and the
facilitation of good governance, accountability and transparency. The proposals
would also facilitate the decision-making of Member States on the financing of the
Organization by increasing the predictability of the level of contributions on which
they will be assessed.

4. A number of proposals, namely those related to the financial situation
(Working Capital Fund, retention of budgetary surpluses, charging interest on
arrears), seek a technical solution that will ensure the sound financial management
required for the implementation of legislative mandates.

5. At the intergovernmental level, the mechanisms and instruments for
accountability include regular and/or ad hoc reports of the Secretary-General,
financial and budget reports, programme performance reports, and reports of the
Office of Internal Oversight Services, the Joint Inspection Unit and the Board of
Auditors, all of which would be submitted to the General Assembly. At the level of
the Secretariat, accountability mechanisms include the Management Performance
Board, the Oversight Committee, programme management plans, human resources
action plans, workplans and the performance appraisal system.

6. Should the General Assembly approve the proposals contained in the present
report, some elements of the Financial Regulations would in due course require
revision by the Assembly. Appropriate revisions of the Financial Rules would be
promulgated by the Secretary-General following approval by the General Assembly
of any revised Financial Regulations.

II. International Public Sector Accounting Standards

A. Background

7. In its resolution 60/1 of 16 September 2005, the General Assembly requested
the Secretary-General, inter alia, to take a number of actions for strengthening the
United Nations in the context of Secretariat and management reform.
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8. The present section proposes that the United Nations adopt the International
Public Sector Accounting Standards for its financial statements as part of a United
Nations system-wide adoption of IPSAS by 2010. The Standards represent
international best practices for public sector and not-for-profit organizations
accounting. This management reform measure would support more efficient use of
the financial and human resources available to the Organization; improve the extent
to which financial policies, regulations and rules respond to the current needs of the
Organization; support efficient and effective conduct of its work; and take account
of the measures already under way for the reform of human resources management
and the budgetary process. The adoption of IPSAS is a vital component of the
United Nations drive to excel as a modern, progressive Organization that attains —
and remains up to date with — best management practices: it would improve the
quality of United Nations system financial reporting and result in benefits for
governance, accountability and transparency.

9. The Board of Auditors and Panel of External Auditors of the United Nations,
the specialized agencies and the International Atomic Energy Agency consider that
IPSAS adoption would be a significant step forward to achieving the quality,
consistency and comparability of United Nations system financial reporting. On
14 July 2005, the Chairman of the Panel of External Auditors wrote to the President
of the General Assembly, in the context of deliberations of the 2005 World Summit,
recommending that the United Nations system:

“… apply international accounting standards, policies and practices
consistently in line with recognized good practices … with the objective of
presenting stakeholders with adequate financial information uniformly and in a
meaningful manner, while keeping abreast of the latest developments in
financial matters”.

10. The financial statements of United Nations system organizations are currently
prepared in accordance with the United Nations System Accounting Standards
(UNSAS). For the United Nations, this requirement is set out in rule 106.3 of the
Financial Regulations and Rules. UNSAS were developed following the General
Assembly’s consideration of a Panel of External Auditors study on the development
of appropriate accounting principles and standards for consistent application in the
United Nations system (A/46/341). In response to General Assembly decisions
46/445 of 20 December 1991 and 47/449 of 22 December 1992, the Secretary-
General submitted a set of common accounting standards for the United Nations
system, based on the International Accounting Standards (A/48/530). In its
resolution 48/216 of 23 December 1993, the General Assembly took note of that
report and requested the Secretary-General and the executive heads of the United
Nations organizations and programmes to take those standards into account in the
preparation of their financial statements for the period ending 31 December 1993.

11. When UNSAS were first approved, they were considered high-quality
accounting standards in comparison to standards applied by comparable
organizations. However, UNSAS have not been able to keep up with rapidly
changing accounting developments. United Nations system accountants, managers
and auditors have had concerns for several years about the continued viability of
UNSAS. After an in-depth review, sponsored by the CEB High-level Committee on
Management (HLCM), of the possibility of United Nations system organizations
adopting external accounting standards, the Task Force on Accounting Standards
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recommended that the United Nations system adopt the International Public Sector
Accounting Standards (IPSAS). HLCM accepted the recommendation, after
endorsement by its Finance and Budget Network, on 30 November 2005 (see
CEB/2005/HLCM/R.25).

12. In a letter to the Secretary-General dated 16 December 2005, the Chairman of
the Panel of External Auditors stated that the decision by HLCM to adopt IPSAS
was a welcome development. In April 2006, CEB endorsed a recommendation from
HLCM for the adoption of IPSAS throughout the United Nations system.

B. Transparent financial reporting

Importance of accounting standards

13. The adoption of high-quality accounting standards is essential for transparent
financial reporting, strong accountability and good governance. In its resolution
59/272 of 23 December 2004, the General Assembly emphasized the importance of
establishing real, effective and efficient mechanisms for responsibility and
accountability. In his report on accountability measures, the Secretary-General
identified accounting standards as essential for achieving transparency in support of
improved accountability (see A/60/312, para. 58). High-quality accounting
standards are critical to the consistency and comparability of the financial
statements prepared by organizations within the United Nations system. The
credibility of United Nations financial statements depends on the quality of the
accounting standards that regulate them and is important to ensure the confidence of
Member States, donors and the general public in the United Nations.

14. IPSAS are credible, high-quality, independently produced accounting
standards, underpinned by a strong due process and supported by Governments,
professional accounting bodies and international organizations, such as the
International Organization of Supreme Audit Institutions (INTOSAI), the
Organization for Economic Cooperation and Development (OECD) and the World
Bank. They represent the best international accounting practices of more than 30
Governments and a number of international organizations. OECD, the European
Commission (EC) and the North Atlantic Treaty Organization (NATO) have also
recently adopted IPSAS for their financial reporting. Additional information on
IPSAS is provided in annex I.

Benefits of IPSAS adoption

15. The benefits of IPSAS adoption include:

(a) Improved internal control and transparency with respect to assets and
liabilities generally;

(b) The alignment of United Nations accounting with best accounting
practices through the application of credible, independent accounting standards on a
full accruals basis;

(c) More comprehensive information about costs that will better support
results-based management;
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(d) The integration of non-expendable equipment into the accounting system,
with resulting improvements in the accuracy and completeness of non-expendable
equipment records;

(e) Improved consistency and comparability of financial statements as a
result of the detailed requirements and guidance provided in each standard.

16. IPSAS adoption would result in increased transparency with respect to, for
example, accounting for assets and liabilities. This increase in transparency is
expected to result in better knowledge and disclosure and therefore better
management of assets. The IPSAS requirement for full recognition of employee
benefit obligations, such as annual leave, repatriation grants and health insurance,
would support better management of these employee-related costs. Above all, the
adoption of IPSAS would enable the General Assembly to hold the Secretariat to a
higher level of accountability for the proper management and tracking of its
financial and non-financial assets.

C. Implementation

17. The United Nations system-wide IPSAS adoption strategy has two key
elements: a “two-level” approach and phased implementation. The first element, the
two-level approach, involves providing resources at both the system-wide level and
the individual organization level. At the system-wide level, the resources provide
system-wide IPSAS adoption support, coordination and leadership, and ensure the
consistent and efficient resolution of common implementation issues. At the
individual organization level, dedicated organization-specific resources will be
responsible for ensuring successful IPSAS implementation within each organization.
Each organization must have sufficient resources to run its own internal project;
implement any necessary changes to systems, procedures and financial regulations;
and provide necessary staff training. The second element — phased
implementation — allows a few pilot organizations or, “early adopters”, to
implement effective 1 January 2008, while the majority of organizations will
implement effective 1 January 2010. Phased implementation is responsive to
different levels of implementation readiness among organizations, and reduces costs
and risks. The United Nations implementation strategy, timetable and estimated
cost, as described below, are consistent with the system-wide strategy and timetable.

18. The United Nations strategy is to integrate IPSAS adoption into the proposed
upgrade of its information technology systems. Implementation is expected to take
four years, with the first set of IPSAS-compliant financial statements for the United
Nations available for the year ending 31 December 2010, when it is anticipated that
the United Nations Controller would be in a position to formally attest to the
effectiveness of the internal financial controls of the Organization. This is a cost-
effective strategy, which also allows the United Nations to learn from the experience
of early adopters, while contributing expertise to efficiently resolve system-wide
issues. In addition, the feasibility of linking the United Nations enterprise resource
planning (ERP) project with the ERP projects of other United Nations system
organizations that have current plans to upgrade their information systems is being
pursued.

19. It is recalled that the Integrated Management Information System (IMIS) of
the United Nations was custom developed for the United Nations in 1994. A project
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recently completed has determined that future United Nations ERP needs would be
best met through a replacement of IMIS. To meet UNSAS accounting requirements,
off-the-shelf software packages required substantial, expensive customization. A
decision to adopt IPSAS would place the United Nations in a better position with
respect to the cost-efficient acquisition of a high-quality ERP system because IPSAS
accounting requirements are compatible with off-the-shelf accounting software
packages. Future ERP upgrades should also be more cost-effective because of the
relative ease with which off-the-shelf software can be upgraded, in comparison with
the costs of upgrading custom-developed software, such as IMIS, for one
organization.

20. A provisional implementation timetable for United Nations adoption of IPSAS,
including key milestones, is provided in annex II. The timetable is conditional on
the availability of necessary funding and approval.

D. Conclusions and recommendations

21. High-quality accounting standards are critical to the consistency and
comparability of the financial statements prepared by organizations within the
United Nations system. The credibility of United Nations financial statements
depends on the quality of the accounting standards that regulate them and is
important to ensure the confidence of Member States, donors and the general public
in the United Nations. For the biennium 2006-2007, the estimated requirements of
$1,537,500 would provide for four posts (1 P-5, 1 P-4, 1 P-3 and 1 General Service
(Other level)) and related costs under section 28B, Office of Programme Planning,
Budget and Accounts ($1,428,900), section 28D, Office of Central Support Services
($108,600) and section 35, Staff assessment ($48,200), to be offset by an equivalent
amount under income section 1, Income from staff assessment, under the
programme budget for the biennium 2006-2007. In addition, estimated requirements
amounting to $424,000 would provide for the portion of cost-shared of system-wide
activities under section 30, Jointly financed administrative activities. It is recalled
that resource requirements in the amount of $692,000 for the development and
implementation of IPSAS for peacekeeping operations were proposed in the context
of the report of the Secretary-General on the peacekeeping support account for
2006-2007 (A/60/727) that is currently under consideration by the General
Assembly.

E. Action to be taken by the General Assembly

22. The General Assembly may wish to:

(a) Approve the adoption of the International Public Sector Accounting
Standards by the United Nations for its financial statements, as part of a United
Nations system-wide adoption of IPSAS by 2010 at the latest;

(b) Appropriate a total amount of $2,009,700, comprising $1,428,900
under section 28B, Office of Programme Planning, Budget and Accounts,
$108,600 under section 28D, Office of Central Support Services, $424,000 under
section 30, Jointly financed administrative activities, and $48,200 under
section 35, Staff assessment, to be offset by an equivalent amount under income
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section 1, Income from staff assessment, under the programme budget for the
biennium 2006-2007.

III. Consolidation of peacekeeping accounts

A. Background

23. In its resolution 49/233 A of 23 December 1994, the General Assembly
authorized the streamlining of the administrative and budgetary aspects of the
financing of peacekeeping operations and decided, inter alia, that the budget period
for peacekeeping operations would be from 1 July to 30 June. In its resolution
56/293 of 27 June 2003, the General Assembly requested the Secretary-General to
submit a report to it at its fifty-seventh session on the feasibility of consolidating the
accounts of the different peacekeeping operations, while following the current
practice of reporting, budgeting and financing of peacekeeping operations, in
accordance with the existing Financial Regulations and Rules of the United Nations.

24. In its resolution 57/319 of 18 June 2003, the General Assembly decided to
defer consideration of the report of the Secretary-General on the feasibility of
consolidating the accounts of the various peacekeeping operations (A/57/746),
having taken into account the report of the Advisory Committee thereon (see
A/57/772, paras. 20-28), and requested the Secretary-General to provide a
comprehensive report, taking into account the views expressed, questions raised and
information requested by Member States at its fifty-seventh session, including a
simulation of the options proposed. The Secretary-General, in his report entitled
“Investing in the United Nations: for a stronger Organization worldwide” (A/60/692
and Corr.1), again proposed the consolidation of peacekeeping accounts. The
present comprehensive report thus responds to both the mandate of General
Assembly resolution 57/319 and the proposal of the Secretary-General.

25. The current practice is for the General Assembly to consider, at each session,
17 separate resolutions on the financing of peacekeeping operations, including the
support account for peacekeeping operations and the United Nations Logistics Base
at Brindisi, Italy; 17 individual performance reports; and 40 separate assessments on
Member States (equivalent to over 7,600 assessment letters per year).

26. The proposed consolidation of the separate peacekeeping accounts into a
single set of accounts and reports, as of July 2007, aims to allow a more consistent
and timely reimbursement to troop- and formed police-contributing countries by
improving cash management and operational flexibility, and to simplify the
legislative and administrative processes for the financing of peacekeeping
operations. By providing consolidated information, it should also assist the General
Assembly in better fulfilling its financial management functions.

27. The proposal focuses on the consolidation of all accounts retroactively, since
this would lead to the most effective rationalization of the administrative processes
for the financing of peacekeeping operations and the most consistent and timely
reimbursements to troop- and formed police-contributing countries. The proposal
outlines related implications, considers the benefits and identifies the issues raised
that would require consideration by and approval of the General Assembly. In
addition, the proposal provides, in annexes III-VIII, mock-ups of a financing
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resolution, an assessment note and financial statements; an outline of the proposed
consolidated performance report; a summary of the changes proposed to the current
practice; and a table illustrating the effect of consolidation on the reimbursement to
troop- and formed police-contributing countries for 2004 and 2005.

B. Implications

28. The consolidation of peacekeeping accounts would result in the combined
recording and accounting for income, expenditure, assets and liabilities for all
peacekeeping operations1 in a single fund, while preserving the substantive identity
of the budgeted provisions for and expenditures of individual missions. In line with
the reform effort, the following approach for consolidation is proposed to generate
the most efficiencies in administrative processes for the financing of peacekeeping
operations:

(a) A single General Assembly resolution — rather than 17 separate
resolutions — on the financing of peacekeeping operations, including the support
account for peacekeeping operations and the United Nations Logistics Base at
Brindisi, Italy, which would no longer be required to be prorated among active
peacekeeping missions. Each peacekeeping operation would constitute a section of
the total peacekeeping budget, as is the case for the regular budget. A mock-up of a
financing resolution for peacekeeping operations is provided in annex III;

(b) Two — rather than 40 — assessments per year on Member States. The
first assessment would be conducted at the beginning of the peacekeeping fiscal
period and the second halfway through the financial period. In addition, assessments
for peacekeeping operations would be delinked from the duration of the mandates
approved by the Security Council. In the event the Security Council were to
prematurely terminate a peacekeeping operation during the fiscal period, funds
would still be needed for the liquidation phase of the operation, including the
disposition of its assets, which, based on experience, can last up to six months. A
detailed liquidation budget would be submitted by the Secretary-General to the
Assembly, as is the standard practice, but additional assessments might not be
required since amounts previously assessed on Member States could be used to
cover the cost of liquidation. Unutilized balances remaining beyond liquidation
costs would be applied, as a credit to Member States, to offset appropriations for the
subsequent fiscal period of peacekeeping operations. In the event the Security
Council were to establish new missions or expand the mandates of existing ones, the
Secretary-General would determine the extent to which additional cash would be
required, taking into consideration the immediate cash operational requirements and
existing cash resources. While additional appropriations or commitment authorities
would always be required, immediate assessment might not always be necessary;

(c) Voluntary cash contributions to active missions, such as the United
Nations Peacekeeping Force in Cyprus (UNFICYP), would be taken into account in
determining the amount of the consolidated assessment, similar to the current
practice for calculating assessments for those missions. A mock-up of an assessment

__________________
1 Except for the United Nations Emergency Force (UNEF) (1956) and the United Nations

Operation in the Congo (ONUC), which would be excluded from the consolidated account as
noted in paragraph 30 above; the accounts of the Peacekeeping Reserve Fund and of strategic
deployment stocks activities would also be excluded from the consolidated account.
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note for peacekeeping operations is provided in annex IV and a mock-up of
financial statements for peacekeeping operations is shown in annex VI;

(d) Unencumbered balances, interest income and other/miscellaneous income
would be utilized to offset assessments for the next financial period, as is the case
for the regular budget. Unencumbered balances, interest income and other/
miscellaneous income relating to voluntary cash contributions to active missions,
such as UNFICYP, would be applied against voluntary cash contributions for the
next financial period, similar to the current practice;

(e) The consolidation of the current 17 individual performance reports into a
single consolidated report, which would be presented at the overall peacekeeping
budget level and would report on consolidated expenditures compared to the overall
total appropriation, as well as by mission. The report would focus on significant
issues emerging from the analysis of the most important cost drivers, such as
deployment of civilian and military personnel, vacancies for international and
national staff and operational requirements. Results-based budgeting frameworks
would continue to be presented individually for each mission as addenda to the main
financial performance report. An outline of the proposed consolidated performance
report on peacekeeping operations is contained in annex V;

(f) A simplified set of financial statements. A single consolidated
expenditure statement combining expenditures for peacekeeping operations would
be prepared. Another statement would present breakdowns of expenditures by
mission and with comparisons to related appropriations. The balance sheets of
individual missions would be replaced by a single consolidated balance sheet for all
peacekeeping operations. A mock-up of financial statements for peacekeeping
operations is contained in annex VI;

(g) Reporting on final performance reports and annual updates for closed
missions would no longer be required since the peacekeeping account would be
open-ended on the same pattern as currently exists for the regular budget.

C. Benefits

29. The consolidation of peacekeeping accounts into a single account would:

(a) Permit more consistent and timely reimbursement to troop- and police-
contributing countries. Since consolidation results in the cash in peacekeeping
accounts being commingled there would no longer be a need to defer payments for
troops and contingent-owned equipment for cash-poor missions (such as the United
Nations Interim Administration Mission in Kosovo (UNMIK) and the United
Nations Mission for the Referendum in Western Sahara (MINURSO)). In addition,
more robust payments would have been possible in respect of the United Nations
Organization Mission in the Democratic Republic of the Congo (MONUC) and the
United Nations Operation in Côte d’Ivoire (UNOCI). Based on the illustrative table
contained in annex VIII, a consolidated cash pool would have permitted an
additional 11 to 13 per cent reimbursement of certified liabilities for troops and
contingent-owned equipment. A consolidated cash pool would have allowed
reimbursement of all certified COE outstanding liabilities to troop- and formed
police-contributing countries. Consequently, it would have been possible, for
example, to effect payments in respect of certain liabilities in closed missions that
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are currently deferred due to lack of cash in their respective accounts. While
consolidation would allow more consistent and timely reimbursement to troop- and
police-contributing countries, overall availability of cash would continue to depend
on the prompt payment of assessments overall by Member States;

(b) Facilitate planning for Member States, since the total requirements for
the entire financial year for peacekeeping would be largely known at the beginning
of the fiscal period;

(c) Facilitate the review of the financing of peacekeeping operations by the
legislative bodies, since the number of separate reports to be considered would be
reduced, and facilitate their focus and discussion on trends and significant
operational issues that impact implementation of mission mandates;

(d) Allow greater flexibility in the use of peacekeeping resources, since cash
could be used to meet the operational requirements of all missions up to the level of
the appropriations for each mission;

(e) Simplify the legislative and administrative processes for the financing of
peacekeeping operations, leading to cost reductions in editing, translating and
printing as a result of fewer resolutions and reports. In addition, the consolidation of
assessments, financial statements and financial performance reports would lead to a
rationalization of the workload of the Contributions Service, the Accounts Division
and the Peacekeeping Financing Division of the Department of Management. It is
likely that Member States would also realize some benefits in the simplification that
would arise for them in the processing of assessments and the related payments of
contributions.

D. Specific issues to be considered

30. The General Assembly, at its 1331st plenary meeting, on 1 September 1965,
decided, inter alia, that the question of the applicability of Article 19 of the Charter
of the United Nations would not be raised with regard to the United Nations
Emergency Force (UNEF) and the United Nations Operation in the Congo (ONUC).
Consequently, contributions outstanding for those operations from a number of
Member States have not been included in the annual calculations for the application
of Article 19 of the Charter related to the loss of voting rights in the Assembly.
Taking into account the complex history underlying that decision, the Secretary-
General proposes to exclude UNEF and ONUC from the consolidated account. In
addition, the accounts of the Peacekeeping Reserve Fund and of strategic
deployment stocks activities would also be excluded from consolidation given the
distinct and special purposes for which they were created.

31. The timing of implementation needs to be considered. Taking into account that
the implementation of such proposals should come into effect at the beginning of the
fiscal period and in order to allow sufficient lead time for implementation of related
changes, it is proposed that the consolidation of peacekeeping accounts be
implemented effective no later than 1 July 2007, for the upcoming 2007/08 financial
period.

32. Based on past experience, the current overall level of the Peacekeeping
Reserve Fund of $150 million is considered adequate to cover requirements for
start-up or expansion of peacekeeping operations. The consolidation of



12

A/60/846/Add.3

peacekeeping accounts would strengthen liquidity and working capital further. It
would also permit repayment of the long outstanding loan of $12.8 million by the
United Nations Mission in the Central African Republic (MINURCA), which would
restore the fund balance of the Reserve Fund to its original level. As part of the
Secretary-General’s proposals for providing a sound and robust financing structure
for peacekeeping operations and bearing in mind the potential size of new or
expanded missions, it is proposed to increase the current limit of $50 million
commitment authority per Security Council decision. This initiative is further
elaborated in section IV below.

33. As indicated in the Secretary-General’s report of 18 October 2005 on the
updated financial position of closed peacekeeping missions (A/60/437), as at
30 June 2005 there was a balance of some $126.3 million in cash available for credit
to Member States from the United Nations Mission in Bosnia and Herzegovina
(UNMIBH), the United Nations Mission in Haiti (UNMIH), the United Nations
Observer Group in Central America/the United Nations Observer Mission in El
Salvador (ONUCA/ONUSAL), the United Nations Preventive Deployment Force
(UNPREDEP), the United Nations Peace Forces (UNPF), the United Nations
Transitional Administration for Eastern Slavonia, Baranja and Western
Sirmium/United Nations Civilian Police Support Group (UNTAES/UNPSG), the
United Nations Angola Verification Mission/United Nations Observer Mission in
Angola (UNAVEM/MONUA), the United Nations Observer Mission Uganda-
Rwanda/United Nations Assistance Mission for Rwanda (UNOMUR/UNAMIR), the
United Nations Military Liaison Team in Cambodia (UNMLT), the United Nations
Mission of Observers in Tajikistan (UNMOT), the United Nations Transition
Assistance Group (UNTAG), the United Nations Observer Mission in Liberia
(UNOMIL) and the United Nations Iran-Iraq Military Observer Group (UNIIMOG.)
In the light of the overall improvements in liquidity that would flow directly from
consolidation of peacekeeping operation accounts, the Secretary-General proposes
that the above credits, as updated by their status as at 30 June 2006, be returned to
Member States as a one-time action to commence with the implementation of
consolidation (1 July 2007). Such credits would first be applied to settle outstanding
assessments, on a mission-by-mission basis, and thereafter remaining amounts
would be applied at the discretion of the Member State. Should a Member State
wish to receive a cash refund, this would be effected on the date of the
consolidation.

34. Concurrently with the actions proposed in paragraph 33 above to return credits
to Member States, the Secretary-General also proposes, in the light of the overall
liquidity improvement that would flow from the consolidation of peacekeeping
operations accounts, to settle amounts due to Member States in other closed
missions that have cash deficits. In his report of 18 October 2005 (A/60/437), the
Secretary-General identified a combined cash deficit totalling $90.6 million in the
accounts of the United Nations Verification Mission in Guatemala (MINUGUA), the
United Nations Operation in Mozambique (ONUMOZ), the United Nations
Operation in Somalia (UNOSOM), the United Nations Support Mission in
Haiti/United Nations Transition Mission in Haiti/United Nations Civilian Police
Mission in Haiti (UNSMIH/UNTMIH/MIPONUH), the United Nations Transitional
Authority in Cambodia (UNTAC) and MINURCA. The cash deficit arises from
liabilities of $95.7 million (comprising $69.4 million to troop-contributing
countries, $12.8 million to the Peacekeeping Reserve Fund, $12.8 million to closed
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missions with cash surpluses and $0.7 million in other liabilities to Member States
and third parties) less cash of $5.1 million. The Secretary-General proposes that
those liabilities, as updated by their status as of 30 June 2006, be settled on the date
of consolidation of the accounts (1 July 2007) in a one-time action to commence the
implementation of consolidation.

35. Consolidation of accounts has an impact on the treatment of outstanding
assessments. In particular, the following should be noted:

(a) In its decision 49/470 of 23 December 1994, the Assembly decided that
the question of applicability of Article 19 would not arise with regard to the
peacekeeping arrears of Belarus and the Ukraine as at 1 January 1995 and for 1995.
Subsequently, in its resolution 54/242 of 23 December 1999, the Assembly decided
that all contributions of Belarus and the Ukraine should be taken into account when
determining whether they had made the necessary minimum payment to avoid the
application of Article 19, as determined in accordance with decision 49/470. The
continued implementation of the above-mentioned decision and resolution would
necessitate that the peacekeeping arrears of those two countries arising before 1996
be kept distinct from arrears arising for 1996 and subsequent years;

(b) For each Member State, as of the date of implementation of the
consolidation (1 July 2007), all existing outstanding and unpaid balances to all
peacekeeping operations (active and closed missions), except for outstanding
amounts for UNEF and ONUC and the peacekeeping arrears of Belarus and the
Ukraine arising before 1 January 1996 as noted above, would be combined into one
amount. Payments received subsequent to the effective date of the consolidation
would be applied first to settle those amounts in total (without regard to individual
peacekeeping operation and/or mandate periods), in accordance with Regulation 3.5
of the Financial Rules and Regulations;

(c) With regard to amounts in suspense in favour of Member States, all
existing unapplied credit balances and overpayments to all peacekeeping missions
would also be combined and offset in total against the outstanding and unpaid
balances in existence at that date. Remaining unapplied amounts would be carried
forward and applied to the consolidated assessments issued subsequent to the
effective date of implementation.

E. Action to be taken by the General Assembly

36. The General Assembly may therefore wish to:

(a) Consolidate the various peacekeeping accounts retroactively,
excluding those of UNEF, ONUC, the Peacekeeping Reserve Fund and the
strategic deployment stocks, effective 1 July 2007;

(b) Consolidate the individual resolutions on the financing of
peacekeeping operations, including the support account for peacekeeping
operations and the United Nations Logistics Base at Brindisi, Italy, into a single
resolution beginning with the 2007/08 fiscal period for peacekeeping
operations;
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(c) Consolidate the various peacekeeping assessments on Member States
into two assessments at the beginning and at the halfway point of the
peacekeeping fiscal period, starting with the peacekeeping 2007/08 period;

(d) Approve the delinking of assessments for peacekeeping operations
from the duration of the mandates approved by the Security Council and issue
assessments in two separate components in accordance with appropriations for
the financial period for peacekeeping operations;

(e) Apply to the consolidated account the standard practice of utilizing
unencumbered balances, interest income and other/miscellaneous income to
provide the first element of financing of appropriations for the subsequent
fiscal period, thereby reducing the net level of assessments to be charged to
Member States;

(f) Approve the consolidation of individual performance reports into a
single report that would provide the overall peacekeeping budget level as well
as performance data identifying the budget provisions and expenditures for
each individual mission;

(g) Return to Member States credits available in the accounts of closed
missions with cash surpluses; such credits would first be applied to settle
outstanding assessments, on a mission-by-mission basis, and thereafter be
applied at the discretion of the Member State. Should a Member State wish to
receive a cash refund, the refund would be effected on the date of the
consolidation;

(h) Settle outstanding liabilities in the accounts of closed missions with
cash deficits, except for ONUC and UNEF, on the date of consolidation.

IV. Commitment authority for peacekeeping operations

37. In his report entitled “Investing in the United Nations: for a stronger
Organization worldwide” (A/60/692 and Corr.1), the Secretary-General
recommended that the ceiling of the commitment authority granted by the General
Assembly for peacekeeping operations be increased from $50 million to
$150 million and delinked from a specified number of Security Council decisions.

A. General

38. In its resolution 49/233 of 31 March 1995, the General Assembly decided that,
if a decision of the Security Council relating to the start-up phase or expansion
phase of peacekeeping operations resulted in the need for expenditure, the
Secretary-General was authorized, with the prior concurrence of the Advisory
Committee and subject to the Financial Regulations of the United Nations, to enter
into commitments not to exceed $50 million per decision of the Security Council.
The cumulative total of outstanding commitment authority, in respect of the start-up
expansion phase of peacekeeping operations, was not to exceed $150 million at any
one time; however, appropriation by the General Assembly of any outstanding
commitments would automatically restore the balance of the limit of $150 million to
the extent of the amount appropriated.
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39. In the same resolution, the General Assembly also decided that, if a decision
of the Security Council resulted in the need for the Secretary-General to enter into
commitments for the start-up phase of peacekeeping operations in an amount
exceeding $50 million per decision of the Security Council or exceeding the total of
the $150 million referred to above, the matter should be brought to the General
Assembly, as soon as possible, for a decision on commitment authority and
assessment.

40. Those decisions of the General Assembly were taken in order to allow the
Secretary-General to take action in a timely manner prior to the preparation and
approval of the budget for the peacekeeping operation in question. The commitment
authority for the start-up of a mission would enable the Secretary-General to
purchase, transport and install required equipment; charter aircraft; enter into
contracts for services; identify and assign or recruit personnel; and contract or
construct temporary accommodation. The concept of strategic deployment stocks
was proposed by the Secretary-General in his report A/56/870 of 14 March 2002. Its
implementation was endorsed by the Advisory Committee in its report A/56/902 of
5 April 2002 and approved by the Assembly in its resolution 56/292 of 27 June 2002
to ensure operational readiness for rapid deployment. The “start-up phase” actions
and activities envisaged in the concept of strategic deployment included the
establishment of the technical assessment and advance teams; concurrence of the
Advisory Committee for pre-mandate commitment authority to meet the costs of the
teams, the procurement of supplies and services with long lead times and the
recruitment of personnel for the establishment of the mission headquarters; contract
arrangements for strategic sealift and/or airlift and other services; and preparation of
shipment of items from strategic deployment stocks. The General Assembly, in its
resolution 59/299 of 22 June 2005, approved the inclusion of strategic deployment
stocks replenishment within the commitment authority described in section IV,
paragraph 1, of General Assembly resolution 49/233 A.

41. In view of the increasing size of new and expanding peacekeeping operations,
including complex integrated structures and large military components and in the
light of the fact that it is a current practice of the Secretariat to include projected
expenditures for the replenishment of strategic deployment stocks in the overall
estimate of requirements based on a decision of the Security Council relating to the
start-up phase or expansion of peacekeeping operations, it is now necessary to
review the level of commitment authority currently established at a ceiling of
$50 million per decision of the Security Council, not to exceed three such decisions.

42. The strategic deployment stocks modules concept of deployment and the
composition of an integrated planning team are detailed in annexes IX and X.

B. Proposed model for planning and start-up, including strategic
deployment concept and replenishment

43. The concept of the strategic deployment stocks presented in document
A/56/870 has been reviewed based on lessons learned and experience gained in
recent start-ups and expansions of the United Nations Stabilization Mission in Haiti
(MINUSTAH), the United Nations Operation in Burundi (ONUB), ONUCI, the
United Nations Mission in Liberia (UNMIL) and the United Nations Mission in the
Sudan (UNMIS).
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44. As indicated in document A/56/870, “D-day” is the day that the Security
Council approves a resolution. The mission inauguration date (or the transfer of
authority in a re-hatting scenario) is assumed to take place 20 days after D-day
(D+20), as was the case for UNMIL (Security Council resolution 1509 (2003) of
19 September 2003). The strategic deployment stocks concept as presented in
document A/56/870 was based on stocks being deployed between D+15 and D+30,
and prescribed a plan for offloading an estimated nine ships of strategic reserve in a
start-up mission’s seaport within two weeks. The original deployment period has
proven to be overambitious and has been revised to a more realistic time frame, with
the arrival of the strategic deployment stocks to the mission between D+10 and
D+60, including the deployment 50 days before D-day (D-50) of a fly-away kit to
support the advance team. The arrival of stocks assumes an average of 30 days for
sea-shipment and handling. All strategic deployment stocks items would be
transported by sea except for the fly-away kit, which would be airlifted. The
schedule of dispatch or mode of transportation of strategic deployment stocks
modules from the Logistics Base in Brindisi, Italy, can be adjusted to meet the
mission’s operational requirements, including providing material support for re-
hatted troops.

45. Personnel strengths and operational requirements are in accordance with the
original concept presented in document A/56/870 and are based on the deployment
of a complex mission of 10,000 troops, 500 military observers, 500 United Nations
police, 375 international staff and 575 national staff. Information on the detailed
planning assumptions is contained in annex IX.

46. The replenishment value of strategic deployment stocks modules to start-up a
mission from the Logistics Base reserve in Brindisi, Italy, including an average
replenishment freight of 7 per cent and excluding the strategic lift from the
Logistics Base to the mission, is estimated at $153.6 million. Of that amount,
$77.1 million would cover the replenishment of a fly-away kit, a mission
headquarters main module, air and seaport of debarkation modules, a transit camp
module, a formed police unit module and military observers, United Nations police,
infantry battalion, engineering, medical and logistics unit modules, which are
required up to 50 days prior to D-day.

47. In addition, an amount of $76.5 million would cover the replenishment of a
mission headquarters complementary module, sector headquarters and headquarters
support unit modules, infantry battalion, aviation, medical and demining unit
modules and a reserve company module, which are required up to 30 days after
D-day. This would allow for replenishment of strategic deployment stocks to be
effected before the initial budget of a mission is finalized and a commitment
authority or appropriation with assessment is approved by the General Assembly,
which can take up to 90 days after D-day.

48. The rapid reconstitution of strategic deployment stocks is critical to maintain
the readiness of the Department of Peacekeeping Operations to deploy to subsequent
missions in a timely manner. Delaying the replenishment of strategic deployment
stocks could diminish its ability to support other new missions.
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Proposed rapid deployment sequence and estimated cost
(Millions of United States dollars)

D-Day Modules dispatched from UNLB
Value of strategic

deployment stocks

Average
replenishment

 freight

Total replenishment
value of strategic

deployment stocks

D-50 Fly-away kit (airlift) 4.5 0.3 4.8

D-20 Mission headquarters main
module

36.2 2.7 39.9

D-10 Airport of debarkation,
seaport of debarkation,
transit camp, military police
unit modules

13.7 1.0 14.7

D-0 Military observers teams,
United Nations police
teams, infantry battalion,
engineering unit, medical
level 2 unit, logistics unit
modules

17.4 1.3 18.7

Subtotal 71.7 5.4 77.1

D+10 Mission headquarters
complementary, 3x sector
headquarters, headquarters
support unit, 2x infantry
battalion, aviation unit,
medical level 2 unit,
demining unit, reserve
company modules

61.0 4.6 65.6

D+30 2x logistics unit, formed
police unit, military
observers modules

10.1 0.8 10.9

Total 142.8 10.8 153.6

C. Planning team

49. The model for planning and start-up also proposes to include in the pre-
mandate commitment authority resources for a dedicated planning team in the
Department of Peacekeeping Operations and technical assessment missions.
Planning for a new start-up mission requires dedicated capacity within the
Department. Despite increases in the Department’s staffing in the last five years
based on recommendations made by the Panel on United Nations Peacekeeping
Operations (see A/55/305-S/2000/809) the increase in the number and complexity of
peacekeeping missions in recent years has fully absorbed the Department’s
resources for managing peacekeeping missions. Consequently, there is no excess
capacity in the Department of Peacekeeping Operations to undertake dedicated
planning for new complex start-up missions.

50. The range of peacekeeping activities has broadened in scope, dimension and
complexity, with all five missions established in the last two years having wide
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multidimensional mandates. In addition, in such cases as UNMIL, ONUB and
UNOCI, military contingents have been re-hatted under United Nations command.
Those factors require careful and dedicated planning to ensure that on D-day the
missions can effectively discharge the mandates approved by the Security Council.
It is therefore essential that integrated planning teams be established at
Headquarters for the start-up of complex missions.

51. The composition of the planning team would be determined on a case-by-case
basis and presented to the Advisory Committee for its review and concurrence as
part of the pre-mandate commitment authority. Based on the requirements noted
above for the deployment of a complex mission, the cost of establishing an
integrated planning team of 43 temporary posts for up to a 6-month period is
estimated at $7.2 million. This estimate is based on the composition of the team
established in connection with the preparation for the potential expansion of the
United Nations Mission in the Sudan. Details on the composition of the planning
team and related costing parameters are provided in annex X.

D. Conclusions

52. The model shows that for a complex mission, the current pre-mandate
commitment authority of $50 million is inadequate to cover not only mission
planning and start-up as originally conceived but also complete strategic
deployment stocks replenishment, which is critical to ensure that adequate stocks
are available to enable rapid deployment of peacekeeping operations.

53. The Secretary-General proposes to increase the level of an individual pre-
mandate commitment authority of $50 million. Pre-mandate commitment authority
would be requested based on the individual mission planning requirements,
including necessary replenishment of the strategic deployment stocks, up to but not
to exceed the level of the Peacekeeping Reserve Fund of $150 million.

54. Should the situation arise where the Peacekeeping Reserve Fund is fully
committed and the establishment of a new peacekeeping mission is anticipated, the
matter would be brought to the General Assembly as soon as possible for a decision
on commitment authority and assessment, in accordance with the provisions of
section IV of Assembly resolution 49/233 A.

55. This proposal would not require additional funding from Member States since
the existing limit of the Peacekeeping Reserve Fund would be maintained.

56. Furthermore, governance and oversight arrangements would remain
unchanged. Prior concurrence of the Advisory Committee would continue to be
required to enter into commitments for the start-up of peacekeeping operations, in
accordance with the provisions of section IV of Assembly resolution 49/233 A.

57. The General Assembly would have to amend the current delegation to the
Advisory Committee for the approval of commitment authority from “not to exceed
$50 million” to “not to exceed $150 million”. Financial regulations 4.6 and 4.8
would also require amendment to reflect the change in the limits of commitment
authority.

58. The proposed arrangements for financing start-up and expansion of
peacekeeping missions, including revisions to the limit of commitment authority
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financed by the Peacekeeping Reserve Fund, would become effective on the
commencement of the next peacekeeping financial year.

E. Action to be taken by the General Assembly

59. The General Assembly may wish to:

(a) Authorize the Secretary-General, with the prior concurrence of the
Advisory Committee on Administrative and Budgetary Questions, to enter into
commitments not to exceed the current authorized level of the Peacekeeping
Reserve Fund of $150 million, regardless of the number of Security Council
decisions;

(b) Increase the current delegation of commitment authority to the
Advisory Committee to the current authorized level of the Peacekeeping
Reserve Fund of $150 million;

(c) Amend financial regulations 4.6 and 4.8 by replacing in each case the
figure of $50 million by $150 million.

V. Working Capital Fund

60. The Working Capital Fund was first established in 1946 to provide the
advances necessary to finance budgetary appropriations, pending the receipt of
contributions, and to finance unforeseen and extraordinary expenses pending
appropriation action by the General Assembly. The Fund is re-established by
General Assembly resolution each biennium, currently for the biennium 2006-2007.
Member States’ advances to the Fund are based on the size of the Fund and their
rates of assessment in the first year of the biennium. Upon becoming Members of
the Organization, new Member States are also called on to make advances to the
Working Capital Fund based on the size of the Fund and their rates of assessment in
the first year of their membership. From the beginning of the United Nations, the
level of the Working Capital Fund, as well as deliberations on whether increases in
that level were required, have been based on the size of the Fund as a percentage of
authorized appropriations. The Working Capital Fund is established at the beginning
of each biennium by a specific resolution of the General Assembly, most recently
resolution 60/250 of 23 December 2005.

61. When the Working Capital Fund was increased from $40 million to $100
million by General Assembly resolution 36/116 B of 10 December 1981, Member
States recognized and responded to the fact that the level of the Fund had declined
from 43.1 per cent of the annual budget in 1963 ($92,876,550), equivalent to
approximately 5 months of expenditure, to 6 per cent of the corresponding figure for
1981 ($669,575,600), equivalent to less than 1 month of expenditure. The increased
level of $100 million has not changed since that time despite proposals for
increases — to $150 million in 1985, $200 million in 1989 and 1990, and $250
million in 1991 — in the context of the reports of the Secretary-General on the
financial emergencies of the United Nations.

62. The Advisory Committee on Administrative and Budgetary Questions, in
reviewing each of the above-mentioned proposals, expressed the view that an
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increase in the Working Capital Fund would not be a solution to the particular
financial difficulties of the United Nations at the time, and that an increase in its
size should only be contemplated as a purely technical consequence of an increase
in the size of the Organization’s assessed budgets and not as a solution to a political
problem.

63. Although resort to the Working Capital Fund is necessitated by the non-
payment or late payment of assessed contributions, the level of outstanding
contributions has not been the basis for proposing increases in the level of the Fund
so much as the relationship between the level of the Fund and that of the regular
budget. Given the level of outstanding contributions to the regular budget (over
$333 million at the end of 2005 and over $1 billion currently), a Working Capital
Fund at a level of $100 million or even at $250 million could not fully compensate
for unpaid assessments. Even with an improvement in the rate and timeliness of
payment of assessed contributions, the practice of sound financial management
would dictate the necessity of having adequate cash reserves so that the United
Nations can in its turn meet its financial obligations in a timely fashion.

64. Since the level of the Fund was last increased, the level of the programme
budget has increased to $3,798.9 million for 2006-2007. The Fund, at $100 million,
now stands at a little over 5.2 per cent of the current regular budget for one year
($1,899,900), covering only about two to three weeks of regular budget expenditure.
This clearly does not represent sound financial management.

65. An increase in the level of the Fund is clearly overdue. Over the last 7 years,
the regular budget and related reserves, including the Working Capital Fund and the
Special Account, have periodically been exhausted, resulting in the need to cross-
borrow from peacekeeping accounts during up to 5 months in any given year for
amounts of between $25 million and $90 million. An increase of the Working
Capital Fund to $250 million would raise coverage to approximately 13 per cent of
the annual regular budget, or about 1.5 months of regular budget expenditure, still
far below the original relative level of the Fund when first established.

66. In order to avoid disruption to the activities of the Organization, it would be
prudent for the Working Capital Fund to be established at a level of at least $250
million.

67. Transparency in management of the Working Capital Fund is maintained
through reporting on its use in the context of the first and second performance
reports on the programme budget. The Secretary-General is accountable for the use
of these funds and the status of the Fund is reported in the statement of accounts of
the Organization, which is subject to audit by the Board of Auditors on a regular
basis.

Action to be taken by the General Assembly

68. The General Assembly may wish to authorize an increase in the level of
the Working Capital Fund to $250 million.
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VI. Budget surpluses

69. Financial regulations 5.3, 5.4 and 5.5 provide for the return of any budgetary
surplus (unencumbered balance) to Member States after a financial period. When
these financial regulations are applied, the United Nations returns to each Member
State directly or indirectly its share of the balance of the appropriations not required
to discharge obligations in respect of goods, supplies and services rendered in the
financial period. During past financial crises, these regulations have occasionally
been suspended to bolster the Organization’s cash position.

70. As one measure to deal with the Organization’s financial problems, the
General Assembly suspended the provisions of financial regulations 5.3, 5.4 and 5.5
in respect of the surpluses under the regular budget arising at the end of 1972 ($3.9
million) and at the end of the biennia 1980-1981 ($20.1 million), 1982-1983 ($25.4
million), 1984-1985 ($10.6 million) and 1986-1987 ($154.9 million). The Assembly
subsequently authorized the application of those surpluses to write off the arrears of
South Africa ($53.9 million), to finance the Peacekeeping Reserve Fund ($82.6
million) and to finance the UNITAR building ($10.0 million), so that the remaining
balance currently stands at $68.4 million. On a number of occasions, the Assembly
also suspended the provisions of financial regulations 5.3, 5.4 and 5.5 for UNIFIL
and for UNEF/UNDOF, thereby retaining a total of $108.5 million from UNIFIL and
$64.9 from UNEF/UNDOF. The Assembly subsequently decided to return part of
these surpluses to Member States ($63.3 million for UNIFIL in 2004 and $13.6
million for UNEF/UNDOF during the period 1999-2001) and to write off the arrears
of South Africa in 1995 ($25.6 million for UNIFIL and $15.3 million for
UNEF/UNDOF). The balance of retained surpluses currently stands at $19.6 million
for UNIFIL and $36.0 million for UNEF/UNDOF.

71. The suspension of the provisions of financial regulations 5.3, 5.4 and 5.5 with
respect to the regular budget, UNIFIL and UNEF/UNDOF was designed to increase
the cash available to the United Nations by enabling the Organization to retain,
temporarily, any budgetary savings that may have been available. The extent to
which this measure achieves its objective, however, depends on the extent to which
Member States pay the additional assessments stemming from the retention of
surpluses.

72. In the context of its consideration of measures to encourage the payment of
Member States’ arrears to the United Nations, the Committee on Contributions has
considered the return or retention of unencumbered balances and surpluses being
made dependent on the status of a Member State’s payments of assessed
contributions. Various alternative approaches were considered by the Committee at
its fifty-ninth, sixty-second, sixty-fourth and sixty-fifth sessions (see A/54/11,
A/57/11, A/59/11 and A/60/11), including on the basis of a report by the Secretary-
General in 2002 on measures to encourage Member States in arrears to reduce and
eventually pay their arrears (A/57/76). The Committee sought guidance thereon
from the General Assembly, which has not so far been forthcoming. At its sixty-fifth
session, the Committee decided not to consider the question of measures to
encourage the payment of arrears further unless it receives any guidance thereon
from the General Assembly.

73. At the end of 2005, assessed contributions outstanding from Member States
totalled over $3.2 billion — over $2.9 billion for peacekeeping operations, over
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$333 million for the regular budget, almost $25 million for the International
Tribunal for the Former Yugoslavia and the International Criminal Tribunal for
Rwanda and over $10 million for the capital master plan. In short, the financial
problems facing the United Nations are far from over.

74. Transparency in the management of budget surpluses is maintained through
reporting on such surpluses in the context of closed accounts for the relevant
financial periods concerned. The statement of accounts are subject to audit by the
Board of Auditors on a regular basis.

Action to be taken by the General Assembly

75. Pending an improvement in the Organization’s financial situation, the
General Assembly may wish to:

(a) Decide that budgetary surpluses should be retained temporarily
through the suspension of the relevant parts of financial regulations 5.3, 5.4 and
5.5;

(b) Decide whether the future distribution of surpluses might be applied
to:

(i) Establishing a fund to accommodate unanticipated expenditures
arising from exchange rate fluctuations and inflation;

(ii) Meeting the Organization’s unfunded liabilities arising from the
after-service health insurance scheme; or

(iii) Financing an increase in the Working Capital Fund.

VII. Fund to accommodate unanticipated expenditures arising
from the exchange rate fluctuations and inflation

76. Paragraphs 10 and 11 of annex I to Assembly resolution 41/213 on the
contingency fund and additional expenditures read as follows:

“10. A comprehensive solution to the problem of all additional expenditures,
including those deriving from inflation and currency fluctuation, is also
necessary. It is desirable to accommodate these expenditures within the overall
level of the budget, either as a reserve or as a separate part of the contingency
fund set up in paragraph 8 [of annex I to the resolution]. The Secretary-General
should examine all aspects related to the question and report, through the
Advisory Committee on Administrative and Budgetary Questions and the
Committee for Programme and Coordination, to the General Assembly at its
forty-second session.

“11. Pending a decision by the General Assembly on the question dealt with
in paragraph 10 above, the revised estimates arising from the impact of
extraordinary expenses, including those relating to the maintenance of peace
and security, as well as fluctuations in rates of exchange and inflation, shall not
be covered by the contingency fund and shall continue to be treated in
accordance with established procedures and under the relevant provisions of
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the Financial Regulations and Rules. The Secretary-General should
nevertheless make efforts to absorb these expenditures, to the extent possible,
through savings from the programme budget, without causing in any way a
negative effect on programme delivery and without prejudice to the utilization
of the contingency fund.”

77. Over the last few decades, the General Assembly has sought a comprehensive
solution to the problem of additional expenditures arising from inflation and
currency fluctuations. In recent years, renewed attention has been focused on this
issue. In paragraph 44 of its resolution 56/253 of 24 December 2001, the Assembly
requested the Secretary-General to submit an updated study of the issue, taking into
account its resolution 41/213 of 19 December 1986. Subsequently, reports were
submitted by the Secretary-General at the fifty-seventh and fifty-eighth sessions of
the General Assembly. Pursuant to the request of the General Assembly, the Board
of Auditors also reported at the fifty-ninth session on this issue, recommending the
establishment of a reserve fund to cover additional expenditures related to such
factors as exchange rate variations and inflation.

78. Pursuant to resolution 56/253, the report of the Secretary-General to the
General Assembly at its fifty-seventh session (A/57/471) provided an updated study,
while at the same time recapping the earlier series of reviews on the issue. In order
to address the issue comprehensively, much of the information previously
summarized in that report is reflected below.

79. As indicated in the above-mentioned report (A/57/471), notable reviews date
as far back as the early 1970s, when the Advisory Committee on Administrative and
Budgetary Questions, the Administrative Committee on Coordination and the
Working Group on Currency Instability reported on the subject. The Working
Group, composed of 13 Member States designated by the President of the General
Assembly, was mandated to consider alternative solutions to difficulties resulting
from the effect of continuing currency instability and inflation on the budgets of the
United Nations system. The General Assembly reviewed the alternatives outlined in
the report of the Working Group (A/9773) and noted that it had found no generally
agreed alternatives to the policies already utilized. Other reports covering this issue
include the reports of the Secretary-General to the General Assembly at its forty-
second (A/42/225 and Add.1), forty-fourth (A/44/665) and fifty-first sessions
(A/C.5/51/57). Related reports were made by the Advisory Committee to the
General Assembly at its forty-second (A/42/7), forty-third (A/43/929), forty-fourth
(A/44/729) and fifty-second sessions (A/52/7/Add.2).

80. In the report submitted to the Assembly at its forty-second session (A/42/225
and Add.1), the Secretary-General highlighted a number of relevant points. First, the
magnitude of adjustments due to changes in rates of inflation and exchange and
standard cost adjustments is such as to make it virtually impossible to foresee from
the outset the level of expenditures in a biennium. Further, the magnitude of such
changes can be such as to make any savings effected in the course of the
implementation of the budget totally inadequate. Even if it were agreed that
additional requirements arising from changes in rates of inflation and exchange and
standard cost adjustments should be met through the reduction of programme
activities, the level of savings that might be required and the inability of the
Organization to effect such savings at short notice would force the adoption, on a
continuing basis, of economy measures, such as those in place at times of severe
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financial crisis. In the same report, the Secretary-General noted that, while the
continuation of the current methods of dealing with such adjustments appeared to be
the least inconvenient approach, a reserve could be utilized to handle such
adjustments and, on the basis of experience of the past few biennia (1980-1981,
1982-1983 and 1984-1985), a provision of $125 million would not appear
unreasonable.

81. In its related report (A/42/7), the Advisory Committee expressed the view that
the question merited further study and indicated its intention to look at the matter
closely with a view to formulating specific recommendations to the Assembly at its
forty-third session. In its report to the Assembly at that session (A/43/929), the
Committee reviewed the practices of specialized agencies in this respect and
outlined the variety of methods that were in use. The Committee concluded that
there was an unavoidable cost to mitigating the effects of inflation and currency
fluctuation and the Assembly might therefore wish to consider the continuation of
the current system, whereby the estimate of requirements is adjusted annually on the
basis of the most recent forecast by the Secretary-General of inflation and exchange
rates.

82. On the other hand, the Committee pointed out that, if the Assembly decided to
proceed with seeking a comprehensive solution to the problem, a mechanism to
achieve a greater degree of certainty than existed at that time could be explored.
Such a mechanism could be the establishment of a reserve that would cover
additional requirements due to currency fluctuation, non-staff cost inflation and
statutory cost increases for staff. In its resolution 43/214 of 21 December 1988, the
Assembly agreed to the concept of a reserve that would cover additional
requirements due to currency fluctuation, inflation in non-staff costs and statutory
cost increases for staff; requested the Secretary-General to formulate a set of
procedures for the operation of the reserve fund to be submitted through the
Advisory Committee to the Assembly at its forty-fourth session; and agreed to
address further at that time the question of setting up such a reserve for the
biennium 1990-1991.

83. In response to that request, the Secretary-General prepared a report on the
establishment and operation of a reserve fund (A/44/665), in which he stated that the
purpose of the reserve fund would seem to be to minimize, during any given
biennium and to the extent possible, changes in the level of the programme budget
resulting from variations in the forecast included in the programme budget in
respect of currency fluctuation, inflation in non-staff costs and statutory cost
increases for staff or, as stated by the Advisory Committee in its report (A/43/929),
to achieve a greater degree of certainty than existed at that time. The report
identified two possible ways to establish and fund a reserve: either as a separate
fund outside the programme budget or as a section within the programme budget. In
either case, the reserve would be funded through assessed contributions. Guidelines
for the operation of such a reserve fund, as initially set out in the above-mentioned
report of the Secretary-General (A/44/665), are outlined in annex XI.

84. The Advisory Committee, in its related report (A/44/729), expressed a number
of difficulties with the concept put forward by the Secretary-General, pointing out,
for example, that the idea of financing the reserve fund from the outset through
assessment would not allow Member States a more precise idea of the final total
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amount to be paid than was currently the case and, in addition, would result in
advance payment for requirements that might or might not materialize.

85. The Committee recommended that consideration of a reserve fund should be
deferred until the forty-sixth session of the Assembly, at which time it should be
taken up again on the basis of a further report by the Secretary-General. In its
resolution 44/200 B of 21 December 1989, the Assembly decided to keep under
review the question of a comprehensive solution to the problem of all additional
expenditures, including those deriving from inflation and currency fluctuation, and
to consider it again at its forty-sixth session. The Assembly did not, however, revert
to the question at its forty-sixth session.

86. In its resolution 51/220 of 18 December 1996, the General Assembly requested
the Secretary-General to prepare a comprehensive policy paper that would examine
all issues related to the question of all additional expenditures referred to in
paragraphs 10 and 11 of annex I to Assembly resolution 41/213. In the report
prepared in response to that request (A/C.5/51/57), the Secretary-General noted that
the adjustments of this nature required during the bienniums 1994-1995 and 1996-
1997 had confirmed the significance and volatility of such fluctuations. It was noted
that the establishment of an outline of the programme budget and a contingency
fund under General Assembly resolution 41/213 reflected the desire of Member
States to know at the outset of a biennium the level of resources that would be
required during that biennium. It was also noted that that goal had been partially
achieved and that the Secretary-General, through the outline, had been given a
guideline on which to proceed. It was further noted that while the initial level of the
budget and the potential addition through the mechanism of the contingency fund
were known in advance, subsequent changes due to inflation and currency
fluctuation had given rise to automatic adjustment in the budget.

87. In order to ensure greater predictability and minimize changes in the level of
the programme budget resulting from those fluctuations, two possible alternative
courses of action were envisaged in the report:

(a) The first would be to absorb the costs of increases resulting from
inflation and currency fluctuation. In view of the amounts involved, the absorption
of such costs would lead to a significant erosion in the real volume of resources
available in the programme budget. The issue was compounded by the nature of
currency fluctuations. Since they could not be foreseen in advance and since the
Organization was unable to effect savings of a significant magnitude at short notice,
it would be necessary to initiate at the outset of a biennium such savings measures
as those that had been required to comply with resolution 50/214 of 23 December
1995 in the current biennium. That alternative did not appear desirable;

(b) The second possible course would be the establishment of a reserve fund
as initially envisaged by the Secretary-General in his report to the Assembly at its
forty-fourth session (A/44/665). The reserve could be funded from assessed
contributions and replenished through savings due to variations in the forecast
included in the programme budget in respect of currency fluctuation, inflation in
non-staff costs and statutory cost increases for staff, or through further assessed
contributions, as necessary.

88. It was acknowledged that the disadvantage of such a system would be that
Member States could be presented with an unnecessary financial burden, having to
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pay in advance assessments that might prove to be unnecessary. It was noted that,
under the circumstances, the existing mechanism for dealing with inflation and
currency fluctuation might still be the most appropriate.

89. In its related report (A/52/7/Add.2), the Advisory Committee shared the
Secretary-General’s view that the absorption of such costs would lead to an erosion
in the real volume of resources available and therefore did not appear to be a
desirable alternative. At the same time, it recalled its difficulty with the idea of
financing a reserve from the outset through assessment even before the need for
recourse to it had been identified. The Advisory Committee concurred with the
Secretary-General’s conclusion that under the circumstances, the current mechanism
for dealing with inflation and currency fluctuation might still be the most
appropriate. In its decision 54/481 of 15 June 2000, the General Assembly took note
of the report of the Secretary-General (A/C.5/51/57) and the related report of the
Advisory Committee (A/52/7/Add.2), and requested the Secretary-General to keep
the Assembly informed of issues pertaining to inflation and currency fluctuation in
the context of the budget performance reports.

90. In reporting on the subject to the General Assembly at its fifty-second session,
the Advisory Committee noted that a breakdown of the increases and decreases
attributable in recent biennia to currency fluctuations, inflation in non-staff costs
and statutory increases for staff should be considered important and relevant
information. It recommended that that information be included in future reports on
the subject. Accordingly, the report of the Secretary-General on additional
expenditures deriving from inflation and currency fluctuations (A/57/471)
summarized related information in the recommended format, covering the biennia
1996-1997, 1998-1999, 2000-2001 and 2002-2003.

91. The information reconfirmed the outcome of earlier reviews on the experience
of previous periods: required adjustments are unpredictable and can be quite
significant. Net adjustments for those factors ranged from an adjustment downwards
of $201 million in the biennium 1998-1999 to an adjustment upwards of $140
million in the initial budget for the biennium 2002-2003. The information also
showed that, apart from highly volatile currency fluctuations, inflation could also be
a significant factor in required adjustments. Further, previous studies had shown that
apparent trends could be easily reversed from one appropriations stage to the next
for a given biennium (i.e., from the proposed budget to the initial budget, the first
performance report and the final appropriations).

92. The Advisory Committee also requested (A/52/7/Add.2) that subsequent
reports on the subject provide information on the share of the United Nations budget
disbursed in the principal currencies. Accordingly, the report of the Secretary-
General to the General Assembly at its fifty-seventh session (A/57/471), provided
summary information on the share by currency of disbursal as budgeted over the
bienniums 2000-2001 and 2002-2003. This information reflected the fact that
resources are budgeted for disbursal in two main currencies — the United States
dollar and Swiss franc — that together make up about 80 per cent of the regular
budget. A number of other currencies make up the remaining 20 per cent. The
Advisory Committee reviewed a variety of methods used by the agencies to deal
with the effects of fluctuations in the rates of exchange and inflation (see A/43/929).
One such method, split assessments, involves the collection of contributions in more
than one currency. The Advisory Committee pointed out that requiring part of
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assessments to be paid in currencies other than the United States dollar, while
mitigating losses in times of a falling United States dollar, would work the other
way in times of a strengthening dollar. The Advisory Committee noted that there
were many practical difficulties associated with mixed currency or split
assessments, including, in the absence of large reserves, problems associated with
cash flow (e.g., not receiving currencies in the right mix for current cash needs).

93. It is notable that the information outlined above did not give rise to any new
solutions to the problem of additional expenditures deriving from inflation and
currency fluctuations. The earlier reviews and analysis that were made available to
the General Assembly prior to its most recent decision on the subject — decision
54/481 of 15 June 2000 — remain relevant to this issue today. In reporting to the
General Assembly as long ago as at its forty-third session (see A/43/929), the
Advisory Committee noted that the operations of the United Nations were global
and no way had yet been found to control inflation or currency movements on a
global basis or to predict those factors with absolute certainty. In revisiting the issue
of a comprehensive solution to these additional expenditures, it must be noted that
that observation still holds true.

94. The absorption of such expenditures, as previously concluded by the
Secretary-General and concurred with by the Advisory Committee, is not an
alternative that can be practically implemented. Any attempt to absorb such
expenditures would severely impact programme implementation. Consequently, the
use of a reserve fund remains the only practical alternative to the previously
recommended methods. While the establishment of a reserve fund would not
provide greater predictability, it would allow a mechanism to budget for potential
costs of this nature at the outset of a biennium. At the same time, the overall
stability gained through the operation of a reserve would still have one main
disadvantage: Member States would have to pay in advance for requirements that
might or might not materialize. It has been noted that rather than incurring such a
cost at the outset of each biennium, consideration could be given to the continuation
of the current system, whereby the estimate of requirements is adjusted annually on
the basis of the most recent forecast by the Secretary-General of inflation and
exchange rates. Inherent to the continuation of the current system would be a
commitment on the part of Member States to the implementation of the real level of
budgeted activities. While the utilization of the gains received in periods of
strengthening of the United States dollar does not normally present a difficulty,
there must be a willingness to meet, through additional appropriations, the
additional requirements that arise in some periods if damaging programme cuts
under the heading of absorption are to be avoided.

95. In its report to the General Assembly at its fifty-seventh session
(A/57/7/Add.14), the Advisory Committee noted that no new solutions had been
found to the problem of additional expenditures deriving from inflation and
currency fluctuations and many of the earlier reviews and analyses on the subject
remained relevant to the issue. Pursuant to General Assembly decision 57/576, the
Secretary-General submitted a report (A/58/400) providing a comparative analysis
of the practice followed by other international organizations. In its related report
(A/58/7/Add.5), the Advisory Committee indicated that it found the information
provided in the annex to the Secretary-General’s report useful and well organized;
however, it also pointed out that it had already commented quite extensively on the
issue of additional expenditures deriving from inflation and currency fluctuations.
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96. Following its consideration of the above-mentioned reports, the General
Assembly, in paragraph 11 of its resolution 58/270, requested the Board of Auditors
to examine the recosting methodology and to report thereon to the Assembly at its
fifty-ninth session, including proposing the most appropriate mechanism for
managing the currency aspects of the recosting methodology. The Board of Auditors
conducted a review of recosting in 2004 and, in its report on the audited financial
statements of the United Nations for the biennium 2002-2003 (A/59/5 (Vol. I),
chap. II), recommended in paragraph 175 that the Secretary-General resubmit the
proposal for the establishment of a reserve fund to cover additional expenditures
related to such factors as exchange rate variations and inflation.

97. In accordance with the recommendation of the Board, the proposal for the
establishment of a reserve fund, as had been initially envisaged by the Secretary-
General in his report to the Assembly at its forty-fourth session (A/44/665), was
resubmitted in part D of the introduction to the proposed programme budget for the
biennium 2006-2007 (A/60/6 (Introduction)). Consistent with the arrangements
initially proposed, the reserve would be funded from assessed contributions and
replenished through savings due to variations in the forecast included in the
programme budget in respect of currency fluctuation, inflation in non-staff costs and
statutory cost increases for staff, or through further assessed contributions, as
necessary. As had been noted in the initial report, the level of the reserve fund
would need to be established at an adequate level to meet the additional
requirements that such a fund might be required to cover, namely, requirements
arising from variations in the forecast included in the programme budget in respect
of currency fluctuation, inflation in non-staff costs and statutory cost increases for
staff. It was also noted that, by definition, such requirements could only be
projected, but not accurately determined; hence, the soundest basis for arriving at an
adequate level would be past experience. Taking into account recent experience, the
initially proposed level of $150 million (see A/44/665) might be considered as a
starting point for the reserve fund. Under the procedures for the reserve fund, in off-
budget years the General Assembly would decide on the level of the fund, which
would be included in the proposed programme budget for the next biennium. Those
procedures as initially envisaged (see A/44/665, annex XI) would still be
appropriate for the operation of such a reserve.

98. Accordingly, the General Assembly was requested to approve, in principle, the
establishment of a reserve fund for the biennium 2008-2009 subject to the
procedures outlined in annex II of document A/60/6 (Introduction). It was indicated
that, should the Assembly approve the establishment of such a reserve fund,
subsequent proposed programme budget outlines prepared by the Secretary-General
would include a provision starting with the biennium 2008-2009. The related
comments of the Advisory Committee are reflected in chapter I, paragraphs 100 and
101, of its first report on the proposed programme budget for the biennium 2006-
2007 (A/60/7):

“100.  The Advisory Committee points out that in the past, it has commented
extensively on the question of additional expenditures deriving from inflation
and currency fluctuations. For example, the Committee, having reviewed the
practices of specialized agencies, concluded that there was an unavoidable cost
associated with mitigating the effects of inflation and currency fluctuation and
that the Assembly might accordingly wish to consider the continuation of the
current system, whereby the estimate of requirements is adjusted annually on



29

A/60/846/Add.3

the basis of the most recent forecast by the Secretary-General of inflation and
exchange rates (see A/43/929). Subsequently, the Committee expressed a
number of difficulties with the idea of financing the reserve fund from the
outset through assessment, pointing out that it would not allow Member States
a more precise idea of the final total amount to be paid than was currently the
case and, in addition, would result in advance payment for requirements that
might or might not materialize (see A/44/729). The Committee has also
commented recently on the issue of additional expenditures deriving from
inflation and currency fluctuations (see A/57/7/Add.14 and A/58/7 and Add.5).

“101.  The Advisory Committee reiterates its past position on the matter and, at
this stage, recommends the continuation of the current system, whereby
requirements are adjusted annually on the basis of the most recent forecast by
the Secretary-General of inflation and exchange rates.”

99. No decision was taken on this issue by the General Assembly at the main part
of its sixtieth session. Proposal 17 of the report of the Secretary-General entitled
“Investing in the United Nations: for a stronger Organization worldwide” (A/60/692
and Corr.1) addresses the need for action on the establishment of the reserve fund.
Such a reserve would be consistent with resolution 41/213, in which the General
Assembly made it clear that a comprehensive solution to the problem of all
additional expenditures was necessary, and that, such a solution should
accommodate inflation and currency expenditures within the overall level of the
budget, either as a reserve or as a separate part of the contingency fund. The
establishment of an outline of the programme budget and a contingency fund under
General Assembly resolution 41/213 would partially address the desire of Member
States to know at the outset of a biennium the level of resources that would be
required during that biennium. In accordance with resolution 41/213 and in order to
ensure greater predictability and minimize changes in the level of the programme
budget resulting from currency and inflation fluctuations, proposal 17 envisions the
establishment of a reserve fund as part of a set of required adjustments to financial
practices and procedures.

100. Should the General Assembly decide to approve the establishment of a reserve
fund for adjustments resulting from variations in respect of currency fluctuations
and inflation, it would be subject to the established reporting requirements for funds
in the context of the statement of accounts of the Organization and thus to audit by
the Board of Auditors. Any transfers to or from the fund would be reported to the
General Assembly through the Advisory Committee in the context of the first and
second performance reports on the Programme Budget.

Action to be taken by the General Assembly

101. The General Assembly may wish to approve the establishment of a reserve
fund for adjustments resulting from variations in respect of currency
fluctuations, inflation in non-staff costs and statutory cost increases for staff.

102. The General Assembly may also wish to consider whether it would finance
such a reserve fund from retained surpluses or by new assessments.
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VIII. Charging of interest on arrears in a Member State’s
assessed contributions

103. In 1993, the Secretary-General transmitted to the General Assembly a report
entitled “Financing an Effective United Nations”, which was prepared by the
Independent Advisory Group on United Nations Financing (see A/48/460). The
report set out the reasons for the financial crisis confronting the United Nations at
that time and highlighted the contrast between the demands placed on the United
Nations and the precariousness of its financial base. The central argument of that
report was that the United Nations must be assured of the timely availability of
funds to meet the obligations placed on it by Member States (see A/48/460,
para. 17). The current financial situation is certainly no better than it was in 1993.
Indeed, the $3.2 billion outstanding at the end of 2005 was more than double the
$1.5 billion outstanding at the end of 2003.

104. One of the measures proposed in the Advisory Group’s report was the
imposition of interest on the late payment of assessed contributions, with such
interest being used to increase the Organization’s reserves. This would compensate
the Organization for late payment by some Member States and be fairer to those that
paid in full and on time. The experience of the Universal Postal Union (UPU) and
the International Telecommunication Union (ITU) in charging interest on arrears
suggests that it could well encourage fuller and more timely payment of
contributions by Member States. If such interest charges were used to bolster the
Organization’s meagre reserves it would also help to mitigate the recurrent cash
crises that have led to the need to cross-borrow between accounts.

105. The question of indexation of, or interest on, the arrears of Member States of
their assessed contributions to the United Nations was subsequently considered by
the Committee on Contributions, inter alia, pursuant to a request from the General
Assembly in its resolution 55/5 A of 26 October 2000. In its reports on its sixty-first
(A/56/11), sixty-second (A/57/11) and sixty-fourth (A/59/11) sessions, the
Committee reached a number of conclusions concerning the question in the event
that the Assembly decided to impose indexation of, or interest on, the arrears of
Member States. The General Assembly has not yet taken action on those
conclusions or provided additional guidance to the Committee on Contributions in
that regard.

106. As regards the rate of interest to be applied to arrears, UPU and ITU both
apply rates of 3 to 6 per cent, depending on when arrears are paid. One option would
be to set the rate periodically based on the average rate received by the Organization
on its cash balances, which would have the advantage of closely reflecting the
opportunity cost to the Organization of some Member States not paying their
assessed contributions in full and on time.

Action to be taken by the General Assembly

107. The General Assembly may wish to revisit the issue and decide in
principle that:

(a) Interest should be charged on Member States’ arrears of assessed
contributions;
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(b) Interest should accrue monthly on amounts that are outstanding, due
and payable under the regular budget and the budgets of the International
Tribunal for the Former Yugoslavia and the International Criminal Tribunal
for Rwanda as at 1 January 2007 and thereafter annually as at 1 January each
year;

(c) The rate applied from 1 January 2007 would be the 2006 average
rate received by the United Nations on its cash balances, with the 2007 average
rate being applied from 1 January 2008 and so on.

108. The Assembly may wish to apply the same approach to unpaid assessed
contributions for peacekeeping if peacekeeping accounts are consolidated, as
proposed by the Secretary-General, or to request the Committee on
Contributions to make proposals with regard to the practical application of
interest to peacekeeping arrears, given the current different arrangements for
the financing of peacekeeping operations — including a different financial
period and more frequent assessments. Should the Assembly decide that
interest should be applied to Member States’ arrears, it should make it clear
that the revised amount is the new assessed contribution — which would thus
be subject to the relevant provisions of the Charter.

IX. Conclusions and recommendations

109. The proposals for financial management reform set out above respond to the
concerns that have been expressed by the General Assembly, the Advisory
Committee, the Board of Auditors and the Panel of External Auditors. Some
proposals have been made in the past but no decision has been taken on them by the
General Assembly (budget surpluses, the Working Capital Fund, charging of interest
on arrears of Member States’ assessed contributions); they are being resubmitted for
the General Assembly’s careful reconsideration. Other proposals are new and also
require consideration by the General Assembly.

110. A number of the proposals, if approved, would eventually require modification
to the Financial Regulations and Rules, namely those related to IPSAS, the
consolidation of peacekeeping operations, budget surpluses, interest on arrears, and
the establishment of a fund to accommodate unanticipated expenditures arising from
the exchange rate fluctuations and inflation.

111. The proposals for management reform contained in the present report aim to
improve accountability and transparency; streamline and rationalize procedures and
processes; and ensure a sound financial base for implementing the mandated
activities of the Organization.
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X. Action to be taken by the General Assembly2

112. In the light of the above, the General Assembly may wish to:

(a) Approve the adoption by the United Nations of the International
Public Sector Accounting Standards by 2010;

(b) Consolidate the various peacekeeping accounts retroactively,
excluding those of UNEF, ONUC, the Peacekeeping Reserve Fund and the
strategic deployment stocks, effective 1 July 2007;

(c) Consolidate the individual resolutions on the financing of
peacekeeping operations, including the support account for peacekeeping
operations and the United Nations Logistics Base at Brindisi, Italy, into a single
resolution beginning with the peacekeeping 2007/08 fiscal period for
peacekeeping operations;

(d) Consolidate the various peacekeeping assessments on Member States
into two assessments at the beginning and at the halfway point of the
peacekeeping fiscal period, starting with the peacekeeping 2007/08 fiscal
period;

(e) Approve the delinking of assessments for peacekeeping operations
from the duration of the mandates approved by the Security Council and issue
assessments in two separate components in accordance with appropriations for
the financial period for peacekeeping operations;

(f) Apply to the consolidated account the standard practice of utilizing
unencumbered balances, interest income and other/miscellaneous income to
provide the first element of financing of appropriations for the subsequent
fiscal period, thereby reducing the net level of assessments to be charged to
Member States;

(g) Approve the consolidation of individual performance reports into a
single report that would provide the overall peacekeeping budget level as well
as performance data identifying the budget provisions and expenditures for
each individual mission;

(h) Return to Member States credits available in the accounts of closed
missions with cash surpluses; such credits would first be applied to settle
outstanding assessments, on a mission-by-mission basis, and thereafter be
applied at the discretion of the Member State. Should a Member State wish to
receive a cash refund, the refund would be effected on the date of the
consolidation;

(i) Settle outstanding liabilities in the accounts of closed missions with
cash deficits, except for ONUC and UNEF, on the date of consolidation;

2 The present section consolidates, for convenience, all the subsections entitled “Action to be taken
by the General Assembly” in sections II-VIII above.
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(j) Authorize the Secretary-General, with the prior concurrence of the
Advisory Committee on Administrative and Budgetary Questions, to enter into
commitments not to exceed the current authorized level of the Peacekeeping
Reserve Fund of $150 million, regardless of the number of Security Council
decisions;

(k) Increase the current delegation of commitment authority to the
Advisory Committee to the current authorized level of the Peacekeeping
Reserve Fund of $150 million;

(l) Amend financial regulations 4.6 and 4.8 by replacing in each case the
figure of $50 million by $150 million;

(m) Authorize an increase in the level of the Working Capital Fund to
$250 million;

(n) Decide that budgetary surpluses should be retained temporarily
through the suspension of the relevant parts of financial regulations 5.3, 5.4 and
5.5;

(o) Decide whether the future distribution of surpluses might be applied
to:

(i) Establishing a fund to accommodate unanticipated expenditures
arising from exchange-rate fluctuations and inflation;

(ii) Meeting the Organization’s unfunded liabilities arising from the
after-service health insurance scheme; or

(iii) Financing an increase in the Working Capital Fund.

(p) Approve the establishment of a reserve fund for adjustments
resulting from variations in respect of currency fluctuations, inflation in non-
staff costs and statutory cost increases for staff;

(q) Consider whether it would finance such a reserve fund from retained
surpluses or by new assessments;

(r) Decide that interest should be charged on Member States’ arrears of
assessed contributions;

(s) Decide that interest should accrue monthly on amounts that are
outstanding, due and payable for the regular budget and the budgets of the
International Tribunal for the Former Yugoslavia over the International
Criminal Tribunal for Rwanda as at 1 January 2007 and thereafter annually as
at 1 January each year; the rate applied from 1 January 2007 would be the
2006 average rate received by the United Nations on its cash balances, with the
2007 average rate being applied from 1 January 2008 and so on;

(t) Apply the same approach to unpaid assessed contributions for
peacekeeping if peacekeeping accounts are consolidated, as proposed by the
Secretary-General, or request the Committee on Contributions to make
proposals with regard to the practical application of interest to peacekeeping
arrears, given the current different arrangements for the financing of
peacekeeping operations — including a different financial period and more
frequent assessments. Should the Assembly decide that interest should be
applied to Member States’ arrears, it should make it clear that the revised
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amount is the new assessed contribution — which would thus be subject to the
relevant provisions of the Charter;

(u) Appropriate a total amount of $2,009,700, comprising $1,428,900
under section 28B, Office of Programme Planning, Budget and Accounts,
$108,600 under section 28D, Office of Central Support Services, $424,000 under
section 30, Jointly financed administrative activities, and $48,200 under section
35, Staff assessment, to be offset by an equal amount under income section 1,
Income from staff assessment, under the programme budget for the biennium
2006-2007.
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Annex I
International Public Sector Accounting Standards

1. When United Nations system accounting standards were first developed,
international accounting standards for not-for-profit organizations did not exist.
Because of this gap, the Panel of External Auditors recommended that the United
Nations system develop its own accounting standards. Since then, the International
Public Sector Accounting Standards (IPSAS) have been developed for not-for-profit
public sector organizations. IPSAS are a set of high-quality, independently
developed accounting standards that require accounting on a “full accruals” basis,
which is considered the best accounting practice by international organizations for
the public as well as the private sector. IPSAS include detailed requirements and
guidance that provide considerable support for financial statement consistency and
comparability. They are the only international accounting standards applicable to
public sector and other not-for-profit organizations.

2. The IPSAS standards are produced by the International Public Sector
Accounting Standards Board, which is part of the International Federation of
Accountants (IFAC), an international organization that represents 163 professional
accounting institutions from 120 different countries. The development of new
accounting standards requires a significant investment in people and time. The
IPSAS Board is a dedicated independent international standard-setting body that
uses strong due process, including public consultation and public meetings. It acts
for the public interest rather than the interest of organizations preparing financial
statements and provides benefits to public sector financial management and good
governance, which depend on the existence of high-quality international public
sector accounting standards.

3. The IPSAS Board currently includes representatives of Argentina, Australia,
Canada, France, India, Israel, Japan, Malaysia, Mexico, the Netherlands, New
Zealand, Norway, South Africa, the United Kingdom of Great Britain and Northern
Ireland and the United States of America. It considers United Nations system issues
when developing accounting standards. The United Nations system secretariats hold
two observer places (United Nations and United Nations Development Programme)
on the Board. Board observers participate fully in discussions and receive all
meeting papers at the same time as other Board members. They have “full rights of
the floor”.

4. The IPSAS Board applies a policy that IPSAS standards will be the same as
the International Financial Reporting Standards (the former International
Accounting Standards) (IAS/IFRS) unless there are demonstrable reasons for public
sector/not-for-profit differences. This policy is consistent with the principle of
accounting standards convergence. The effect of this policy, combined with the
generally accepted practice of applying IAS/IFRS where no equivalent IPSAS
exists, is that approximately two thirds of the accounting standards under IPSAS
adoption are the same as those that would apply under IAS/IFRS adoption.
Although the not-for-profit differences in the other third of the applicable standards
are important, the majority of the requirements in these standards remain the same
as those in the equivalent IAS/IFRS standards. This means that the guidance and
software developed for IAS/IFRS accounting is applicable to IPSAS accounting
with no or little amendment. It also means that the financial information produced
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and standards applied are understandable and largely comparable between public
and private sector organizations. This facilitates movement of accounting expertise
between the two sectors.

5. More than 30 countries have either already adopted or are in process of
adopting IPSAS for financial reporting by all or part of their public sectors. In
addition, OECD, EC and NATO organizations have adopted IPSAS for their
financial reporting. Where a public sector organization operates as a financial
institution, IPSAS requires that the organization apply IAS/IFRS. Consistent with
that requirement, development banks, such as the World Bank, the Asian
Development Bank and the International Fund for Agricultural Development, apply
IAS/IFRS.
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Annex II
Provisional implementation timetable for United Nations
adoption of IPSASa

2006

Obtain General Assembly approval for IPSAS adoption

Establish steering committee and project team, and develop project plan

Conduct initial analysis of accounting requirements and implications for Financial
Regulations and Rules

Complete ERP procurement and initiate installation

2007

Complete initial impact analysis

Review and amend chart of accounts, as necessary

Continue ERP installation

2008

Complete systems, policies and procedures development

Prepare pro forma financial statements

Continue ERP installation

Commence staff training for new procedures etc.

2009

Prepare amendments to Financial Regulations and Rules (to take effect in 2009/10)

Complete development, testing and evaluation of new procedures etc.

Complete ERP installation, ready for preliminary operations by 1 July 2009

Continue staff training for new procedures etc.

Determine opening balances

2010

Commence operation of new system, policies and procedures

Continue training and support, including guidance for end-users

Address any accounting and financial policy issues that arise

Over the period 2006-2010, the total estimated costs for the project to be borne by
the United Nations would amount to approximately $23 million

a This provisional timetable is conditional on the availability of necessary funding and approval.
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Annex III
Mock-up of financing resolution for peacekeeping
operations

Draft resolution submitted by the Chairman following informal consultations

Financing of peacekeeping operations

The General Assembly,

Budget estimates for the period from 1 July 2007 to 30 June 2008

1. Decides to appropriate to the Special Account for United Nations
Peacekeeping Operations the amount of 5,025,238,400 United States dollars for the
period from 1 July 2007 to 30 June 2008, as follows:

(Thousands of United States dollars)

Section Appropriation

I. United Nations Mission for the Referendum in Western Sahara 48 658.5

II. United Nations Stabilization Mission in Haiti 516 488.5

III. United Nations Organization Mission in the Democratic Republic of
the Congo 1 136 875.2

IV. United Nations Operation in Burundi 292 272.4

V. United Nations Operation in Côte d’Ivoire 418 777.0

VI. United Nations Mission in Sierra Leone 107 539.3

VII. United Nations Disengagement Observer Force 41 521.4

VIII. United Nations Peacekeeping Force in Cyprus 45 615.5

IX. United Nations Interim Force in Lebanon 94 252.9

X. United Nations Mission in Ethiopia and Eritrea 176 664.4

XI. United Nations Interim Administration Mission in Kosovo 239 899.8

XII. United Nations Mission in Liberia 722 542.1

XIII. United Nations Mission in the Sudan 969 468.8

XIV. United Nations Mission of Support in East Timor 1 662.2

XV. United Nations Observer Mission in Georgia 34 562.1

XVI. United Nations Logistics Base in Brindisi, Italy 31 513.1

XVII. Support account for peacekeeping operations 146 935.2

Total 5 025 238.4
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Financing of the appropriation

2. Also decides that the requirements of 5,025,238,400 dollars for
peacekeeping operations for the period from 1 July 2007 to 30 June 2008 shall be
financed as follows:

(a) The unencumbered balance of __________ dollars and other income of
______________ dollars in respect of the financial period ended 30 June 2006 will
be applied to the resources required for the period from 1 July 2007 to 30 June
2008;

(b) The remaining balance of ____________ dollars will be apportioned
among Member States for the period from 1 July 2007 to 30 June 2008 in
accordance with the levels set out in General Assembly resolution __/__ of [date]
taking into account the scale of assessments for 2007 and 2008 as set out in its
resolution __/__ of [date];

3. Further decides that there shall be set off against the apportionment
among Member States, in accordance with the provisions of General Assembly
resolution 973 (X) of 15 December 1955, their respective share in the Tax
Equalization Fund in the total amount of ___________ dollars, consisting of:

(a) __________ dollars, being the estimated staff assessment income for the
period ended 30 June 2008;

(b) __________ dollars, being the increase/decrease in the estimated staff
assessment income in respect of the financial period ending 30 June 2006.

Annex

Staffing table for United Nations peacekeeping operations for the period from
1 July 2007 to 30 June 2008

Category Number

Professional and higher

USG/ASG

D-2/D-1

Other Professional

Subtotal

General Service and related

Field Service

Other General Service and related

Subtotal

National staff

Total
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Annex IV
Mock-up of assessment note for peacekeeping operations

REFERENCE: Contributions Ref. No.

The Secretary-General of the United Nations presents his compliments to the
Permanent Representative of __________________ to the United Nations and has
the honour to refer to regulation 3.3 of the Financial Regulations and Rules of the
United Nations, which provides that, after the General Assembly has adopted or
revised the programme budget, the Secretary-General shall transmit relevant
documents to Member States, inform them of their commitments and request them
to remit their contributions.

In compliance with that regulation, the Secretary-General has the honour to
transmit the document ST/ADM/SER.B/____ and to inform His/Her Excellency that
the contribution payable by His/Her Excellency’s Government with respect to the
peacekeeping budget of the United Nations for the period from 1 July 2007 to
30 June 2008 is $____________.

In this connection, the Secretary-General also wishes to bring to the attention
of His/Her Excellency that the United Nations records show that as at 30 June 2007
an amount of $__________ remains payable by His/Her Excellency’s Government
with respect to the peacekeeping budget for prior periods.

OR

Since United Nations records show an overpayment of $___________, that
amount has been applied as partial payment from the Government of __________ to
the above assessment, leaving a balance of $____________ payable by His/Her
Excellency’s Government.

In view of the continuing frailty of the Organization’s financial situation, the
United Nations continues to require funds on an urgent basis in order to meet its
financial commitments in a timely manner. In this connection, attention is drawn to
regulation 3.4 of the Financial Regulations of the United Nations, which states that
contributions are due and payable in full within 30 days of the receipt of the
communication of the Secretary-General. It would be highly appreciated if His/Her
Excellency’s Government could make a special effort to comply with financial
regulation 3.4. The Secretary-General also invites His/Her Excellency to indicate
the approximate date at which payment could be expected from his/her Government
in order to facilitate the financial planning of the Organization.

Payment in United States dollars may be made by cheque issued to the order of
the “United Nations xxx Account” or by deposit to the “United Nations xxx
Account” No. 485-00xxxx, J. P. Morgan Chase Bank, New York, New York, United
States of America.
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Annex V
Outline of proposed consolidated performance report on
peacekeeping operations

I. Introduction (focus on resource trends for peacekeeping operations and
snapshot of financial performance for the period)

II. Mandate performance

A. Performance summary and highlights of United Nations peacekeeping
operations

B. Mandate performance by mission (actual vs. planned results-based
frameworks, issued by mission as addenda to the main performance report)

III. Human resources performance

A. Peacekeeping missions

1. Table on planned and actual incumbency for military and civilian
personnel (aggregate level)

2. Table on planned and actual vacancy rates for international and
national staff and United Nations Volunteers

3. Main factors affecting human resource performance

B. Headquarters backstopping support (support account)

1. Table on planned and actual vacancy rates for international and
national staff

2. Main factors affecting human resource performance

IV. Financial resources performance

A. Peacekeeping missions

1. Table on financial resource performance: aggregate level, by mission

2. Table on financial resource performance: aggregate level, by
expenditure class

3. Main factors affecting financial resource (analysis of variances, by
class groups at aggregate level)

B. Headquarters backstopping support (support account)

1. Table on financial resource performance, by Department

2. Table on financial resource performance: aggregate level, by
expenditure class

3. Main factors affecting financial resource performance (analysis of
variances, by expenditure class at aggregate level)

V. Reimbursements to troop-contributing and formed police-contributing countries

VI. Actions to be taken by the General Assembly
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Annexes

I. Table on breakdown of expenditures by mission

II. Table on expenditure for contingent-owned equipment: major equipment and
self-sustainment, by mission

III. Table on non-budgeted contributions, by mission
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Annex VI
Mock-up of financial statements for peacekeeping
operations

Statement I

United Nations peacekeeping operations

Statement of income and expenditure and changes in reserves and
fund balances for the period from 1 July 2004 to 30 June 2005
as at 30 June 2005
(Thousands of United States dollars)

1 July 2004 to
30 June 2005

1 July 2003 to
30 June 2004

Income

Assessed contributions 4 393 867 2 927 371

Voluntary contributions 31 972 28 365

Funding from reserves and fund balances 11 653 9 235

Funding from Peacekeeping Reserve Fund — 33 250

Interest income 27 029 26 639

Other/miscellaneous income 6 929 9 902

Total income 4 471 450 3 034 762

Total expenditure (statement IV) 4 105 041 2 930 912

Excess (shortfall) of income over expenditure 366 409 103 850

Prior-period adjustments (1 047) (2 946)

Net excess (shortfall) of income over expenditure 365 362 100 904

Savings on or cancellation of prior-period obligations 167 812 73 195

Credits returned to Member States (245 597) (339 575)

Transfers from reserves and fund balances (11 653) (9 235)

Reserves and fund balances, beginning of period 1 082 028 1 256 739

Reserves and fund balances, end of period 1 357 952 1 082 028
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Statement IV

United Nations peacekeeping operations

Statement of expenditures for peacekeeping operations for the period from
1 July 2004 to 30 June 2005 as at 30 June 2005
(Thousands of United States dollars)

Expenditure

Appropriation
Military and

police personnel
Civilian

personnel
Operational

requirements

Voluntary
contributions

in kind Total expenditure
Unencumbered

balance

UNFICYP 50 691 21 685 12 163 14 777 1 356 49 981 710

UNDOF 40 902 19 398 7 166 14 256 — 40 820 82

UNIFIL 92 960 40 509 30 442 18 293 — 89 244 3 716

MINURSO 44 005 6 374 16 162 18 862 3 885 45 283 (1 278)

UNOMIG 31 926 3 888 16 653 10 530 — 31 071 855

UNAMSIL 291 604 140 711 44 330 79 484 — 264 525 27 079

UNMIK 294 625 106 253 156 162 32 081 — 294 496 129

MONUC 957 833 379 764 140 862 380 258 3 113 903 997 53 836

UNTAET/UNMISET 85 214 19 500 33 876 28 173 60 81 609 3 605

UNMEE 205 332 85 550 31 113 63 668 — 180 331 25 001

UNMIL 822 106 393 268 98 619 249 078 120 741 085 81 021

UNOCI 378 473 152 773 45 791 138 326 — 336 890 41 583

MINUSTAH 379 047 192 850 56 050 128 335 — 377 235 1 812

ONUB 329 714 129 209 49 129 125 456 — 303 794 25 920

UNMIS 279 501 15 169 17 353 186 344 — 218 866 60 635

UNLB 28 422 — 10 120 17 668 — 27 788 634

Support account 121 611 — 98 263 19 763 — 118 026 3 585

Total 4 433 966 1 706 901 864 254 1 525 352 8 534 4 105 041 328 925
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Statement V

United Nations Peacekeeping Reserve Fund and strategic
deployment stocks

Statement of income and expenditure and changes in reserves and fund balances
for the period from 1 July 2004 to 30 June 2005 as at 30 June 2005
(Thousands of United States dollars)

Peacekeeping
Reserve Fund

Strategic
deployment stocks Total 2005 Total 2004

Income

Interest income 2 016 — 2 016 2 745

Transfer of strategic deployment stocks (SDS) — 106 657 106 657 80 909

Total income 2 016 106 657 108 673 83 654

Total expenditure 2 89 401 89 403 58 919

Net excess (shortfall) of income over expenditure 2 014 17 256 19 270 24 735

Prior-period adjustmentsa — (5 048) (5 048) —

Net excess (shortfall) of income over expenditure 2 014 12 208 14 222 24 735

Savings on or cancellation of prior-period
obligations — — — —

Transfer to peacekeeping operations — — — (33 250)

Reserves and fund balances, beginning of period 163 790 24 682 188 472 196 987

Reserves and fund balances, end of period 165 804 36 890 202 694 188 472

Statement of assets and reserves and fund balances as at 30 June 2005
(Thousands of United States dollars)

Peacekeeping
Reserve Fund

Strategic
deployment stocks Total 2005 Total 2004

Assets

Cash and term deposits 51 — 51 51

Cash pool 165 729 — 165 729 127 714

Assessed contributions receivable from Member
Statesb 25 — 25 25

Other accounts receivable — 408 408 —

Due from peacekeeping operations — 3 021 3 021 60 682

Inter-fund balances receivable — 51 627 51 627 —

Total assets 165 805 55 056 220 861 188 472
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Peacekeeping
Reserve Fund

Strategic
deployment stocks Total 2005 Total 2004

Liabilities

Unliquidated obligations — 18 166 18 166 —

Inter-fund balances payable 1 — 1 —

Total liabilities 1 18 166 18 167 —

Reserves and fund balances

Working capital funds 150 000 — 150 000 150 000

Cumulative surplusc 15 804 36 890 52 694 38 472

Total reserves and fund balances 165 804 36 890 202 694 188 472

Total liabilities and reserves and fund
balances 165 805 55 056 220 861 188 472

a Represents adjustments as the underlying transactions did not pertain to SDS shipments.
b Contributions assessed on Member States that joined the United Nations subsequent to the adoption of

General Assembly resolution 47/217 of 23 December 1992 establishing the Peacekeeping Reserve Fund.
c Under the terms of General Assembly resolution 59/297 of 22 June 2005, the excess balance of $13,790,000

in the account of Peacekeeping Reserve Fund for the period ending 30 June 2004 shall be applied to meet the
requirements of the support account for peacekeeping operations for the period from 1 July 2005 to 30 June
2006.
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Statement VI

Special Account for the United Nations Emergency
Force (UNEF) 1956

Statement of income and expenditure and changes in reserves and fund balances
for the period from 5 November 1956 to 30 June 1967 as at 30 June 2005
(Thousands of United States dollars)

Period

5 November 1956
to 30 June 2004

1 July 2004
to 30 June 2005

1 July 2003
to 30 June 2004

Income

Assessed contributions 166 375 — —

Voluntary contributions 28 086 — —

Proceeds from the sale of United Nations bonds 19 207 — —

appropriated from United Nations Special
Account 3 911 — —

Miscellaneous, and savings in liquidating
obligations and adjustmentsa 5 089 (406) (909)

Total income 222 668 (406) (909)

Total expenditure 215 540 — —

Net excess (shortfall) of income over
expenditure 7 128 (406) (909)

Reserves and fund balances, beginning of
period — 7 128 8 037

Reserves and fund balances, end of period 7 128 6 722 7 128

Statement of assets, liabilities and reserves and fund balances as at 30 June 2005
(Thousands of United States dollars)

2005 2004

Assets

Unpaid assessed contributions 42 627 42 627

Special account for unpaid assessed contributions pursuant to
General Assembly resolution 3049 C (XXVII) 5 275 5 275

Excess of authorized expenditures over assessments and applied
contributions 876 876

Inter-fund balances receivable 81 81

Total assets 48 859 48 859
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2005 2004

Liabilities

Accounts payable to Member States 20 594 20 188

Member States’ credits for staff assessment income not required to
meet the cost of income tax refunds (non-United States share) 465 465

Special account for voluntary contributions to finance unassessed
appropriations — to the credit of contributing Member States 614 614

Assessed on economically developed countries to meet reserve
requirementsb 10 415 10 415

Due to United Nations Special Account 1 932 1 932

Due to United Nations bond account 8 117 8 117

Total liabilities 42 137 41 731

Reserves and fund balances

Cumulative surplus 6 722 7 128

Total reserves and fund balances 6 722 7 128

Total liabilities and reserves and fund balances 48 859 48 859

a Represents loss on exchange from the revaluation of accounts payable expressed in local
currency.

b For 1965, $3,550,000 pursuant to section II of General Assembly resolution 2115 (XX) of
21 December 1965; for 1966, $3,550,000 pursuant to section III of the same resolution; for
1967, $3,315,000 pursuant to resolution 2194 B (XXI) of 16 December 1966.
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Statement VII

Ad hoc Account for the United Nations Operation in
the Congo (ONUC)

Statement of income and expenditure and changes in reserves and fund balances
for the period from 14 July 1960 to 30 June 1964 as at 30 June 2005
(Thousands of United States dollars)

Period

14 July 1960
to 30 June 2004

1 July 2004
to 30 June 2005

1 July 2003
to 30 June 2004

Income

Assessed contributions 241 549 — —

Voluntary contributions 36 193 — —

Proceeds from the sale of United Nations bonds 110 726 — —

Investment income 89 — —

Miscellaneous, and savings in liquidating
obligations and adjustmentsa 45 489 103 (219)

Total income 434 046 103 (219)

Total expenditure 397 437 — —

Net excess (shortfall) of income over
expenditure 36 609 103 (219)

Reserves and fund balances, beginning of
period — 36 609 36 828

Reserves and fund balances, end of period 36 609 36 712 36 609

Statement of assets, liabilities and reserves and fund balances as at 30 June 2005
(Thousands of United States dollars)

2005 2004

Assets

Unpaid assessed contributions 73 892 73 892

Special account for unpaid assessed contributions pursuant to
General Assembly resolution 3049 C (XXVII) 6 687 6 687

Excess of authorized expenditures over assessments and applied
contributionsb 1 973 1 973

Inter-fund balances receivable 914 909

Total assets 83 466 83 461



50

A/60/846/Add.3

2005 2004

Liabilities

Accounts payable to Member States 7 011 7 109

Member States’ credits for staff assessment income not required to
meet the cost of income tax refunds (non-United States share) 855 855

Special account for voluntary contributions to finance unassessed
appropriations — to the credit of contributing Member States 1 560 1 560

Due to United Nations Special Account 1 397 1 397

Due to United Nations bond account 35 931 35 931

Total liabilities 46 754 46 852

Reserves and fund balances

Cumulative surplus 36 712 36 609

Total reserves and fund balances 36 712 36 609

Total liabilities and reserves and fund balances 83 466 83 461

a Represents gain on exchange from the revaluation of accounts payable expressed in local
currency.

b For 1961, $268,455; for the second half of 1963, $1,118,712; for the first half of 1964,
$585,899.



51

A/60/846/Add.3

Annex VII
Summary of changes proposed to the current practice for
financing peacekeeping operations

Current practice (based on individual accounts for each peacekeeping
operation) Proposed practice (based on a single account for peacekeeping operations)

Separate resolution is adopted approving the budget
and the method of financing of each individual
peacekeeping operation.

Single resolution would be adopted covering total
peacekeeping budget level. Individual missions would
be treated as sections of the total budget, as is the case
with the regular budget.

For Member States that have fulfilled their financial
obligations to a peacekeeping mission, their share in
the mission’s unencumbered balance, interest and other
miscellaneous income is utilized to offset their
financial obligations for the next financial period for
that mission; for Member States that have not fulfilled
their financial obligations to a peacekeeping mission,
their share in the mission’s unencumbered balance,
interest and other miscellaneous income is utilized to
meet their outstanding obligations for that mission.

Unencumbered balances, interest and other
miscellaneous income would be utilized to offset
appropriations for the next financial period, as is the
case for the regular budget.

Separate and financial performance reports are
presented for each individual peacekeeping mission.

A single consolidated financial performance would be
presented at the overall total peacekeeping budget
level and would report on consolidated expenditures
compared to the overall total appropriation, as well as
by mission. Results-based budgeting frameworks
would, however, continue to be issued individually for
each mission as addenda to the main financial
performance report.

Separate financial statements are produced for every
peacekeeping mission active or closed.

A simplified set of financial statements. The balance
sheets of individual missions would be replaced by a
single consolidated balance sheet for all peacekeeping
operations. However, expenditure breakdowns by
mission would continue to be shown, together with
comparisons to appropriations.

Financial performance reports are prepared for each
individual mission and annual updates are prepared for
closed missions.

Reporting on final performance reports and annual
updates for closed missions would no longer be
required because the peacekeeping account would be
open-ended.
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Annex VIII
Table illustrating the effect of consolidation on
reimbursement to troop- and formed police-contributing
countries for 2004 and 2005

I. Actual payments made during 2004 and 2005

2004 2005

Payments Period covered Payments Period covered

(Thousands of US$) Troop costs COEa (Thousands of US$) Troop costs COEa

MINUSTAH 10 330 Sep-04 Sep-04 146 968 Oct-05 Sep-05

MONUA 295 NA NA — NA NA

MONUC 118 373 Jun-04 Dec-03 235 317 May-05 Mar-05

ONUB 13 132 Sep-04 NA 117 334 Oct-05 Sep-05

UNAMSIL 280 491 Oct-04 Sep-04 76 942 Oct-05 Sep-05

UNDOF 14 693 Oct-04 Aug-04 14 247 Oct-05 Sep-05

UNFICYP 30 417 Sep-04 Jun-04 16 352 Oct-05 Sep-05

UNIFIL 31 468 Oct-04 Sep-04 30 093 Oct-05 Sep-05

UNIKOM 3 122 NA Oct-03 — NA NA

UNMEE 100 428 Oct-04 Jun-04 69 280 Oct-05 Sep-05

UNMIK 19 894 Dec-03 Dec-03 — NA NA

UNMIL 215 817 Oct-04 Jun-04 348 318 Oct-05 Sep-05

UNMISET 63 252 Oct-04 Jun-04 15 579 Jun-05 Jun-05

UNOCI 25 331 Sep-04 NA 136 947 Sep-05 Sep-05

UNOMIG 321 NA Jun-04 20 NA Sep-05

Total 927 364 1 207 397

II. Additional payments in respect of active missions enabled by the consolidation

2004 2005

Payments Period covered Payments Period covered

(Thousands of US$) Troop costs COEa (Thousands of US$) Troop costs COEa

MINURSO 748 Oct-04 Sep-04 1 030 Oct-05 Sep-05

MINUSTAH 3 903 Oct-04 NA — NA NA

MONUC 76 417 Oct-04 Sep-04 86 972 Oct-05 Sep-05

ONUB 5 899 Oct-04 NA — NA NA

UNFICYP 1 413 Oct-04 NA — NA NA

UNMEE 7 013 NA Sep-04 — NA NA

UNMIK 18 867 Oct-04 Sep-04 33 297 Oct-05 Sep-05

UNMIS — — — 6 708 Oct-05 Sep-05
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2004 2005

Payments Period covered Payments Period covered

(Thousands of US$) Troop costs COEa (Thousands of US$) Troop costs COEa

UNOCI 6 654 Oct-04 NA 7 970 Oct-05 Sep-05

Total 120 914 135 977

II over I (percentage) 13 11

a Represents the latest month for which claims have been certified.

III. Additional payments in respect of closed missions enabled by the consolidation
(Thousands of United States dollars)

Troop costs, COE, LOA

MINURCA 7 482

ONUMOZ 1 200

UNOSOM 19 741

UNSMIH/UNTMIH/MIPONUH 114

UNTAC 40 866

Total 69 403
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Annex IX
Strategic deployment stock modules concept of deployment

1. Mission elements and strategic deployment stock (SDS) modules: The
composition of each SDS module is based on the support requirements of each
element defined by standard ratios, where applicable. All modules are equipped with
various field defence supply requirements, as well as information technology and
communication equipment.

Mission headquarters module: fly-away kit

Staff Strength Description

Civilian international 64 Mission HQ staff: substantive and support

Civilian local 20 Mission HQ support staff

Staff officers  7 Military observers and United Nations police
and military staff officers

2. One fly-away kit, which will be airlifted, will sustain the advance party and
the Director of Administration/Chief Administrative Officer office staff with
equipment and consumables until the main headquarters sea shipment arrives. The
fly-away kit will include medical emergency bags. The module will support
establishment of unit in a greenfield site.

3. The main composition for the fly-away kit is described below.

Main items of SDS fly-away kit as per SDS composition approved in
November 2005

Item description Quantity

4x4 general purpose 27

4x4 VIP armoured 1

4x4 armoured mine-hardened 1

4T 4x4 trucks various 3

Flat racks fuel/water 4

Material handling equipment 3

Light buses 2

Generators 8

Semi-rigid soft wall (5x10) 20

Air transportable containers 25

Refrigerated container 1

X-ray/walk-through metal detector 1

ID card system 1

MDTS 1

Communications survey vehicle (CITSV) 1
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Item description Quantity

VSAT trailer 1

Videoconference sets 2

TV/video multimedia system 1

Satellite phones 4

Desktop computers 76

Portable computers 15

INMARSAT terminals 5

4. The following table contains the main items in the fly-away kit that will be
transported at D-50, using an estimated four cargo flights. An additional flight
containing accommodation equipment can be dispatched as part of a fly-away kit if
the start-up mission deploys in a greenfield site.

5. DPKO currently stores two fly-away kits as part of SDS inventory in Brindisi,
Italy.

Mission headquarters main module: main shipment

Main equipment (sealift)

Staff Strength Description

Civilian international  86 Mission headquarters staff: substantive and support

Civilian local 260 Mission headquarters staff: mainly support

Staff officers  93 Military observers and United Nations police and
military staff officers

6. Mission headquarters can command a start-up mission up to 5,000 troops in
one sector (including up to 3,000 re-hatted troops). The mission headquarters
module will contain a medical level-1 capability, equipment for minimum
operational security standards compliance and, in anticipation of the deployment of
mission executives, equipment for three close protection units of 15 armed civilian
staff each. This module can be deployed alone, without the mission headquarters
complex complementary module (described further below) to support the
deployment of a “traditional” peacekeeping mission. The module will also contain
the capacity to support a mission-level fuel depot capable of serving an adequate
number of distribution points in headquarters sector and supporting three sector fuel
depots.

Airport of debarkation module

Staff Strength Description

Civilian international 10 Mission HQ staff: support

Civilian local 10 Mission HQ staff: support

Staff officers 10 Military staff officers
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7. The airport of debarkation module supports all strategic airlift to missions as
well as intraregional and regional inter-mission airlift of cargo and personnel on
fixed and rotary wing aircraft; airfield and air traffic control operations, fuelling,
medical evacuation, and liaison with the mission’s tactical and support aviation
units and local aviation authorities. The module contains office furniture, office
equipment, accommodation equipment, firefighting equipment, prefabricated
facilities, spare parts and supplies.

Seaport of debarkation module

Staff Strength Description

Civilian international  5 Mission HQ staff: support

Civilian local 10 Mission HQ staff: support

Staff officers 10 Military staff officers

8. The seaport of debarkation module supports all strategic sealift to missions
and intra-mission sealift with coastal vessels; cargo handling, receipt and inspection
operations trans-shipment and rail-terminal operations; and liaison with local
transport authorities. The module contains office furniture, office equipment,
accommodation equipment, firefighting equipment, prefabricated facilities, spare
parts and supplies.

Transit camp module

Staff Strength Description

Civilian international  5 Mission HQ staff: support

Civilian local 10 Mission HQ staff: support

9. The transit camp module provides in-processing and consolidation of troops
and contingent-owned equipment (COE) for arriving military and United Nations
police units. It can sustain units of up to 1,000 troops in temporary accommodations,
with food, water security and other facilities for 72 hours, and smaller units for
extended periods. The module contains office furniture, office equipment,
accommodation equipment, firefighting equipment, prefabricated facilities, spare
parts and supplies.

Military police unit module

Staff Strength Description

Formed military unit 50 Military police company

10. The military police unit module is expected to be self-sustained and will
receive office furniture, office and accommodation equipment and a few generators,
among others, from this module. This module provides police services to the
mission headquarters, airport of debarkation, seaport of debarkation, transit camp
and the units in the mission headquarters vicinity.
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Military observer module: two modules each

Staff Strength Description

Military observers 100 10 military observers team sites of 10 individual
military observers each

11. A military observer unit operates in teams in a designated sector, with a base in
the vicinity of mission or sector headquarters or similar location. Military observers
are self-sustaining for accommodation and catering, and rely on formed military
units for security, medical, engineering and logistics support. Military observers
operations are supported by an estimated 10 military observers staff in mission
headquarters and are included in the military headquarters staff strength. This
module is equipped with the requirements for transportation and generators, among
others.

United Nations police module: one module each, a total of two modules

Staff Strength Description

United Nations Police Unit 100 10 United Nations police team sites, 10
individual chief police officers each

Staff Strength Description

Formed police unit 125 Formed police unit staff

12. United Nations police teams operate from team sites and are fully supported
by the United Nations. A formed police unit operates from one location and can
provide United Nations police functions in the extended vicinity of a mission
headquarters or sector headquarters area or a designated location. United Nations
police operations are supported by a staff of an estimated 20 chief police officers in
mission headquarters; they are included in the military headquarters staff strength.
This module is equipped with the requirements for transportation and generators,
among others.

Infantry battalion module: three modules each

Staff Strength Description

Formed military unit 900 Infantry battalion formed unit

13. The infantry battalion effectively controls an area of operation approximately
one third of a sector (brigade). Each module will be equipped with a level-1 medical
capability. This module is equipped with the requirements for office furniture, office
and accommodation equipment, among others.
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Engineering company module

Staff Strength Description

Formed military unit 150 Engineering company

14. The engineering company is a force asset that can provide both vertical and
horizontal engineering services in the mission area of operations. The engineering
company can sustain and protect itself and operate simultaneously in two locations.
This module is equipped with the requirements for office furniture, generators, spare
parts and supplies, office and accommodation equipment, among others.

Medical level-2 hospital module: two modules each

Staff Strength Description

Formed military unit 60 Hospital unit

15. The medical level-2 hospital is consistent with a basic field hospital, with
limited specialist expertise and basic surgical, intensive care, dental, laboratory,
X-ray and ward capabilities. It can serve up to 5,000 military, police and civilian
staff in one sector area as well as the evacuation needs from level-1 to level-3
hospitals. The hospital is normally collocated with sector headquarters and it should
be able to self-sustain and protect itself and dispatch medical teams simultaneously
to two locations.

Logistics unit module: three modules each

Staff Strength Description

Formed military unit 150 Logistics company

16. The logistics unit is a force asset that provides both transportation and material
handling services in the mission area of operations. A logistics unit has handling and
transportation capacity for 20-foot sea-containers as well as refrigerated goods. The
logistic unit can sustain and protect itself and operate simultaneously in two
locations. One module is planned to be supported by a level-1 medical capability.

Mission headquarters complex headquarters complementary module

Staff Strength Description

Civilian international 130 Mission headquarters staff: substantive and support

Civilian local 190 Mission headquarters staff: mainly support

Staff officers  80 Military observers and United Nations police and
military staff officers
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17. Mission headquarters can command up to four sector headquarters. The
module contains equipment for minimum operational security standards compliance
and for a disarmament, demobilization and reintegration unit. This module
complements the mission headquarters main module by increasing its overall
capacity and providing it with the specific capacity to support sector headquarters.
Two additional close protection units of 15 armed civilian staff each will be also
supported by this module.

Sector headquarters module: three modules each

Staff Strength Description

Civilian international 25 Mission HQ staff: substantive and support

Civilian local 25 Mission HQ staff: mainly support

Staff officers 50 Military observers and military staff officers

18. Sector headquarters can command one brigade (three battalions, level-2
hospital, logistics and engineering units, military observers and substantive civilian
activities). Each module contains a medical level-1 capability, equipment for
minimum operational security standards compliance and for security and close
protection units. Each module will also contain the capacity to operate a sector
airfield capable of handling and fuelling helicopters and medium-sized aircraft, as
well as a sector-level fuel depot capable of serving an adequate number of
distribution points.

Headquarters support unit module

Staff Strength Description

Formed military unit 150 Guard and administrative unit

19. The headquarters support unit company is a light guard, signals and
administrative unit attached to mission headquarters. This module is equipped with
the requirements for office furniture, a few generators, spare parts and supplies,
office and accommodation equipment, among others.

Aviation unit module

Staff Strength Description

Formed military unit 75 Aviation unit

20. The aviation unit is a force asset that provides intra-mission and inter-mission
fixed and rotary wing operations from the mission airport of debarkation module.
This module is equipped with the requirements for office furniture, a few
generators, spare parts and supplies, office and accommodation equipment, among
others.
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Demining unit module

Staff Strength Description

Formed military unit 150 Combat engineers company

21. The demining company is a force asset that provides mine clearance for force
protection purposes in the mission area of operations. The demining company can
sustain and protect itself and operate simultaneously in four locations. The module
will be supported by a level-1 medical capability. This module is equipped with the
requirements for office furniture, a few generators, spare parts and supplies, office
and accommodation equipment among others.

Reserve company module

Staff Strength Description

Formed military unit 150 Force reserve company

22. The reserve company is a highly mobile force asset which can be projected to
the area of operation by air or by land. The reserve company is based in the mission
headquarters vicinity. This module is equipped with the requirements for office
furniture, a few generators, spare parts and supplies, office and accommodation
equipment, among others.
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Annex X
Composition of an integrated planning team

1. The integrated planning team would be based at United Nations Headquarters,
New York, with the specific task of planning for a new United Nations start-up
mission. The team would travel at various stages of the planning phase to the
mission area to conduct assessment surveys; prepare the mission framework plan,
including operational requirements; and draft the report of the Secretary-General
and financial implications for the Security Council.

2. The proposed staffing for a complex start-up mission could comprise the
following posts (requirements could be lower for less complex or smaller start-up
missions):

(a) A total of 43 temporary posts, consisting of 34 Professional and
7 General Service-level posts for the Department of Peacekeeping Operations and
2 Professional posts for the Department of Management, in the following functional
areas:

(i) 1 Head of the integrated planning team, at the ASG level, who could
become the principal deputy Special Representative of the Secretary-General
once the mission is established;

(ii) 3 Professional and 2 General Service posts for political planning, liaising
with the parties and, preparation of reports of the Secretary-General;

(iii) 3 Professional posts for military planning, generation of troop-
contributing units, predeployment visits to troop contributors and negotiation
of memoranda of understanding;

(iv) 3 Professional posts for planning of the police requirements, selection of
police personnel etc.;

(v) 1 D-1 post responsible for coordination of operational support
requirements, including logistics, personnel and finance;

(vi) 15 posts for planning of logistics support, consisting of 13 Professional
and 2 General Service posts, to conduct logistics planning on supply (rations
and fuel), contracts, engineering, medical, surface and air transport, movement
control, communications and information technology service, and contingent-
owned equipment;

(vii) 2 Professional posts for planning of procurement of logistics contracts;

(viii) 2 Professional and 2 General Service posts for personnel planning,
including development of staffing requirements, recruitment and travel of
civilian personnel;

(ix) 3 Professional and 1 General Service posts for financial support,
including preparation of financial implications, pre-mandate commitment
authority and budget estimates, as well as preparation of memoranda of
understanding with troop contributors;

(x) 3 Professional posts, one each for planning and coordination of issues
related to mine action, geographic information systems (GIS) and
humanitarian affairs;
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(xi) 2 Professional posts for the Department of Management, one each for the
Procurement Division and the Medical Services Division;

(b) The requirements include salary costs ($1,153,800), staff assessment
($432,600), common staff costs ($963,000), and appointment travel costs
($180,000) since some staff may be drawn from existing peacekeeping operations or
United Nations agencies, funds and programmes. Provisions also include DSA costs
($1,340,300) since these personnel would be on temporary assignment and would
therefore be entitled to DSA.

Travel requirements to the mission area

3. Provisions are also made for up to four trips for 25 persons each ($510,000),
for a duration of 15 days each, to the mission area to conduct mission planning and
assessment.

Rental of facilities

4. Provision is made for rental of office facilities for the planning team
($2,607,600) in case existing United Nations Headquarters facilities cannot provide
for sufficient office space.
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Annex XI
Guidelines for the operation of a reserve fund for
adjustments resulting from variations in respect of
currency fluctuation, inflation in non-staff costs and
statutory cost increases for staff 

a

1. The programme budget shall contain a section that will include provisions for
adjustments that may be required as a result of variations in the forecast
included in the programme budget in respect of currency fluctuation, inflation
in non-staff costs and statutory cost increases for staff. That section shall be
entitled “reserve fund”.

2. In off-budget years, the General Assembly shall decide on the level of the
reserve fund, which will be included in the proposed programme budget for
the next biennium.

3. The Secretary-General shall, prior to each appropriation stage, submit to the
General Assembly for its approval the adjustments required as a result of
variations in the forecast included in the programme budget in respect of
currency fluctuation, inflation in non-staff costs and statutory cost increases
for staff.

4. The adjustments approved by the General Assembly will be reflected in the
appropriations. When such adjustments result in additional requirements, they
will be reflected under the relevant sections of the programme budget and will
be accompanied by a commensurate reduction in the reserve fund section of
the programme budget. When such adjustments result in reductions, they will
be reflected under the relevant sections and will be accompanied by a
commensurate increase in the reserve fund section up to the level initially
approved for the section. Any surplus would be classified as miscellaneous
income.

5. If the amount of funds in the reserve fund section of the programme budget is
insufficient to provide for the additional requirements resulting from variations
in the forecast included in the programme budget in respect of currency
fluctuation, inflation in non-staff costs and statutory increases for staff, the
Secretary-General, in submitting the proposed adjustments to the General
Assembly, shall make proposals regarding the manner in which the shortfall
should be covered.

6. At the end of the biennium, any residual amount in the reserve fund section
shall be surrendered in the context of the final appropriations for the biennium.

a As proposed in the report of the Secretary-General to the General Assembly at its forty-fourth
session (A/44/665, para. 19) and at its fifty-seventh session (A/57/471, para. 22).


