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I. INTRODUCTION

1. By section II of its resolution 49/233 A of 23 December 1994, the General
Assembly, recognizing the problems of the current system pertaining to the
determination of the value of contingent-owned equipment and the consequent
delay in reimbursement to States providing troops and equipment, authorized the
Secretary-General to proceed with the project plan and time-line outlined in the
annex to that resolution, aimed at setting comprehensive standards for each
category of equipment, as well as establishing rates of reimbursement.

2. The project plan and time-line calls for five phases, with phases II and
III representing the critical aspects of the project. Under phase II a working
group consisting of technical experts from troop-contributing countries met
during the period from 27 March 1995 to 7 April 1995. The present report
represents the work of the Phase II Working Group.

3. The recommendations of the Working Group contained in section IV of the
present report form the policy guidelines for the work of financial experts to
be undertaken in phase III of the project. The Working Group also made
recommendations for changes of policy regarding procedures which require further
consideration, review and approval by other policy-making organs, such as the
Fifth Committee, and the Secretary-General. These are contained in section V of
the present report.

4. The Working Group was chaired by Major-General Hazem Fawzy, Deputy
Financial Authority, Ministry of Defence of Egypt. Colonel Bo Brandt,
Counsellor and Military Adviser, Permanent Mission of Denmark to the United
Nations, acted as Vice-Chairman.

II. SUMMARY OF STATEMENTS BY THE SECRETARIAT

5. The Assistant Secretary-General for Programme Planning, Budget and
Accounts, Department of Administration and Management, Controller, welcomed the
representatives and outlined the importance of the need for a better method of
reimbursement. He pointed out three major issues relating to contingent-owned
equipment, namely, the need for new procedures for implementation, cash-flow
problems relating to reimbursement and the issue of standard rates.

6. The Military Adviser, speaking on behalf of the Assistant Secretary-
General, Office of Planning and Support, Department of Peace-keeping Operations,
welcomed the participants, indicating that their presence at the United Nations
was a testimony of the need to improve the way business was done together. He
indicated that the Secretary-General had received a mandate from the General
Assembly to find a simplified method of reimbursement, allowing for faster
payment to troop-contributing countries. He requested the good will of all
participants to ensure a successful meeting.

/...
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III. SUMMARY OF DISCUSSION AND PRESENTATIONS IN THE WORKING GROUP

General comments

7. The representatives welcomed the proposal of the Secretary-General to
streamline the methodology and procedures for reform. There was general
agreement that a simplified procedure should be introduced at the earliest
opportunity. The representative pointed out that any new procedure should be
equitable to both the United Nations and the troop-contributing countries and
that the new arrangements should incorporate timely reimbursement. In
developing the recommendations in the report, there was a need for the Working
Group to adopt a consensus approach, recognizing that the Members of the United
Nations should join in affording mutual assistance in carrying out the measures
decided upon by the Security Council, that the costs of peace-keeping operations
were a burden shared by all Member States and that logistics support was a
fundamental United Nations responsibility. That consensus made it possible for
a simpler and more effective reimbursement process for contingent-owned
equipment to be developed and recommended.

8. Six Member States, namely, Belgium, Canada, Denmark, Egypt, India and
New Zealand, submitted written proposals for a reform of the methodology. Those
proposals are summarized in annex IV to the present report.

9. Most Member States indicated that a comparative trial Peace-keeping
Services Agreement between the Government of Canada and the United Nations,
currently being tested in Haiti, was a useful starting-point and that, with some
adjustments, it could serve as the basis for the wet/dry leasing concept,
whereby some minor items would be considered for reimbursement under the major
items, and some would be considered for reimbursement under a minor
equipment/consumable dollar reimbursement rate. There was general support for
introducing a standard agreement for use by troop-contributing countries. Such
a "contract" should however provide some flexibility to account for mission-
specific factors, including infrastructure, topography, climatic conditions and
intensity of use.

10. The Working Group was presented with a table of organization and equipment,
containing proposals by the Secretariat for establishing standard units and
equipment to be brought into the mission area. Some representatives pointed out
that certain specialist units and equipment might not lend themselves to
uniformity and standards and that some flexibility might be necessary.

11. The Working Group reached early agreement that a force leasing concept
based on a wet/dry lease arrangement should be adopted for mission budgeting,
expenditure control and cost reimbursement. It was also agreed to expand the
scope of the Working Group’s mandate to consider a dollar reimbursement rate
linked to troop strengths to cover self-sufficiency costs. The Working Group
agreed that such costs were exclusive of the reimbursement rates approved by the
General Assembly in its resolution 45/258 of 3 May 1991 (e.g., the $988 troop
cost reimbursement rate).

12. The coordinator of resolution 49/233, in a statement to the Working Group,
pointed out the importance of arriving at reasonable and realistic standards for

/...
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reimbursement of contingent-owned equipment based on standardized costs, in
order to simplify the procedures and provide more predictable and credible
mission budgets.

Processing of prior claims

13. The Working Group urged Member States to finalize and submit in and
out-surveys to make possible the early processing of claims. Additionally it
encouraged troop-contributing countries to assist the Secretariat to expedite
the processing of prior claims and to consider the use of the new reimbursement
methodology for prior claims, wherever possible.

Significant issues addressed by the Working Group

14. During the course of the deliberations, the following significant issues
were examined in detail and agreement reached upon an equitable and effective
course of action.

Wet/dry lease system

15. The Working Group agreed that if the proposed system was to meet the
principles and guidelines outlined in annex I to the present report and be
subject to a complete audit, as well as accelerating reimbursement, the most
critical issue must be the classification of equipment and supplies into
categories of major equipment, minor equipment, and consumables as defined in
annexes II and III, with major equipment forming the basis of the wet/dry lease
system, and minor equipment and consumables being linked to either major
equipment or to self-sustainment on a standard cost basis.

16. The Working Group agreed that a dry lease system consists of an equipment
use charge to compensate troop-contributing countries for the non-availability
of contingent-owned equipment in their home country.

17. The Working Group agreed to the following definitions:

(a) The dry lease concept allows for a country to provide equipment to a
peace-keeping mission, with the United Nations assuming responsibility for
maintaining the equipment. Under this system, costs associated with categories
of deployed major and minor equipment would be reimbursable. Dry lease
equipment may be operated by either the equipment-providing country or another
troop-contributing country. The contractual relationship will be between the
United Nations and the equipment-providing country and/or the United Nations and
the equipment-operating country;

(b) The wet lease concept provides for a contributing country to assume
responsibility for maintaining and supporting deployed major and minor items of
equipment. The contributing country would be entitled to reimbursement for
providing this support.

18. The major component of the modular dry lease system is an equipment use
charge that compensates contributors for the non-availability of contingent-
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owned equipment while in the mission area and, for equipment with a value of
less than that agreed as the threshold during phase III, if damaged or
destroyed. This charge comprises the following elements:

(a) The generic fair market value, which includes all issue items
associated with the equipment in the performance of its operational role. This
value would recognize the equipment-contributing country’s initial purchase
price, major capital improvements, the impact of inflation, and any relevant
discount factors relating to the prior use of the equipment;

(b) A factor reflecting potential loss or damage of equipment valued at
less than the threshold value while in the mission area. Loss or damage of
equipment valued at over the threshold value will be dealt with as an unforeseen
event as defined in annex II to the present report, paragraph 15;

(c) A useful life component which would recognize the expected life of
equipment. An additional generic factor may be applied to reflect the level of
intensity of use.

19. A method of expressing the computation for the monthly equipment use charge
for the modular dry lease system is:

Generic fair market value over useful life (in months) plus a standard
factor for attrition for excessive wear and tear or replacement value over
useful life (in months), whichever is less.

20. Components of the modular wet lease system would include all four elements
mentioned below, taking into account the comments made in paragraphs 21 to 23
below:

(a) Equipment use charge (as per dry lease);

(b) Spare parts: An average cost associated with the use of repair parts
to support the equipment would be added to the equipment use charge. This will
include a factor to account for costs associated with maintaining a spare parts
inventory in the mission area and transporting spare parts into the mission area
(the transport cost to be based on distance zone modules);

(c) Maintenance: An average cost associated with maintaining the
equipment in the mission area to the standards established by the United
Nations, regardless of the means used by the contingent to provide this service,
would be added to the equipment use charge. This will include a factor for
periodic repair and overhaul and for the provision of test equipment, tools and
consumables, but is exclusive of the costs of contingent military personnel for
whom reimbursement is provided under General Assembly resolution 45/258;

(d) Minor equipment: An average cost associated with minor equipment
necessary to support the major equipment, but not reimbursed under another
category, would also be added to the equipment use charge. This will include a
factor to account for potential loss or damage.

/...
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21. The United Nations may request a troop-contributing country to provide
petroleum, oils and lubricants, particularly during the start-up phase. In
these circumstances, reimbursement will be made through letter-of-assist
arrangements.

22. Equipment preparation costs associated with preparing contingent-owned
equipment for deployment to the mission area (painting or repainting of national
colours on redeployment, United Nations markings, winterization, etc.) will not
be included in the wet/dry lease system but will be reimbursed separately, at a
rate to be determined by the United Nations and the troop-contributing country.

23. The special costs of preparing and refurbishing specialist equipment leased
for a relatively short duration will not be included in the wet/dry lease system
but will be separately negotiated between the United Nations and the
contributing country.

Contingent-owned equipment and reimbursement rates

24. The Working Group agreed that the basic equipment use charge for major and
minor equipment and consumables would be calculated at established standard
rates. For special equipment (e.g., main battle tanks, aircraft and vessels or
high-valued equipment), rates could be developed bilaterally with individual
States, on the basis of Member States’ cost data. The Phase III Working Group
should adjust the table in annex III to the present report as necessary in order
to maximize the number of standard cost items and minimize the number of special
cases. The Working Group recommends that the Secretariat consult with Member
States to establish the standard rates. The outcome of those consultations
should be submitted to Member States participating in the Phase III Working
Group prior to their meeting scheduled for June/July 1995.

25. The Working Group agreed that environmental and operational conditions have
a significant impact on the wear and tear of equipment, consumption of supplies,
and the quantity of minor equipment necessary to support military operations.
An adjustment to standard reimbursement rates is required to account for those
effects. Levels, rates, and calculation methodology will be discussed during
phase III and subsequently revised on an biannual basis by the United Nations
and the Member States.

Self-sustainment relating to minor equipment and consumables

26. While major equipment and its immediately associated minor equipment will
be accounted for on entry into the mission area and reimbursed on the basis of
standard wet and dry lease rates, the remainder of minor equipment, consumables
and services will be reimbursed on the basis of the contingent’s deployed troop
strength. To determine the value of such reimbursement, the Working Group
agreed that the following principles would apply:

(a) No item, cost or service currently eligible for reimbursement under
General Assembly resolution 45/258 (agreed personnel reimbursement rates would
remain payable separately) shall be included;

/...
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(b) Minor equipment and consumables directly related to major equipment
and reimbursed under the wet and dry lease system are excluded;

(c) Such reimbursement applies only to self-sufficient units as defined in
annex II to the present report, paragraph 13. Elements of national contingents
provided as individuals, and supported either by the United Nations or by
another contingent, will not be reimbursed under this system;

(d) Where a country provides a self-sufficient capability for use by other
countries, such as field headquarters, special arrangements will apply;

(e) Reimbursement for self-sufficiency will be modular in nature for each
of the items shown in paragraph 27 below. Where a country is not
self-sufficient, or when the United Nations provides goods or services, there
shall be no reimbursement for the affected category.

27. Minor equipment, services and consumables allocated under the self-
sufficiency dollar-rate reimbursement system based on troop strength are
categorized as follows (each category includes associated tools, test equipment
and spare parts):

(a) Catering equipment, combat rations and water;

(b) Communications equipment for non-signals units;

(c) Telephone equipment;

(d) Office furniture and equipment, including office supplies;

(e) Power generation equipment;

(f) Minor engineering equipment (compressors, pumps, heaters, etc.);

(g) Mine-clearing equipment;

(h) Laundry and cleaning equipment, including necessary consumables;

(i) Tentage and/or accommodation, including bedding and furnishings;

(j) Medical and dental equipment, including blood and blood products and
medical/dental consumables, except where specialized medical or dental units are
deployed, in which case such equipment will be included under the wet/dry lease
system as major equipment;

(k) Observation equipment;

(l) Identification equipment;

(m) Anti-biological/chemical and riot protection equipment, when
specifically requested by the United Nations;

(n) Field defence stores;

/...
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(o) Unique environmental equipment not normally held in the contributing
country’s inventory.

28. The Working Group agreed that a set of standard rates for dollar-rate
reimbursement would be calculated. The Working Group requests the Secretariat
to consult with Member States to establish those standard rates. The same
costing principles outlined in the wet and dry lease system should apply to the
dollar-rate reimbursement system, with the exception that rates should be
computed on a per capita basis according to the contingent’s deployed troop
strength.

Goods and services normally provided by the United Nations

29. It is recognized that in addition to self-sustainment requirements for
contributing countries, the United Nations has a responsibility for providing a
range of personnel and logistics goods and services, which, should a Member
State be obliged to provide them, would be reimbursed to the contributing
country by letter of assist with the prior agreement of the United Nations.
This range includes:

(a) Food/water;

(b) Living accommodation (fixed structures);

(c) Messing;

(d) Medical and dental facilities;

(e) Cleaning and sanitation;

(f) Facilities maintenance;

(g) Storage of equipment, ammunition and other supplies;

(h) Petroleum, oils and lubricants;

(i) Laundry services;

(j) Rest and recreation services;

(k) International postal services;

(l) Maps and charts.

Loss or damage of equipment

30. The Working Group recommended that major equipment loss, damage or
abandonment arising from an unforeseen event be reimbursed as an extraordinary
cost in accordance with existing United Nations systems and not included in
either the wet/dry lease or dollar-rate reimbursement systems. This would
include major equipment, large quantities of minor equipment or consumables at
or above a threshold value, to be agreed in phase III, destroyed or damaged as a
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result of hostile action or abandoned at the direction of the Force Commander
owing to operational exigencies (e.g., emergency evacuations to protect the
Force). This system would not reimburse Member States for loss or damage
arising from gross or wilful negligence. Losses attributable to fair wear and
tear, or write-offs due to obsolescence, are covered under the wet/dry lease
system.

31. With respect to the loss or damage of equipment or consumables, the United
Nations will assume responsibility for reimbursement from the time the equipment
or consumables arrive in the mission area.

32. The Working Group recommends that the Phase III Working Group consider
reviewing current procedures for claiming reimbursement for lost or damaged
equipment with a view to simplifying current procedures.

Transportation

33. The Working Group agreed that the United Nations will provide
transportation on a contractual basis or reimburse contributing countries
through letter-of-assist procedures for transporting contingent-owned equipment
(including all major and minor equipment and consumables authorized for
deployment by the United Nations) from a port of embarkation in the Member
State’s territory to the mission area and back to the Member State in accordance
with current practice.

34. In those cases where the United Nations arranges transport, the Working
Group recommended that the Secretariat strive to improve the performance of
transportation contractors.

35. The Working Group agreed that liability for shipment loss or damage will be
assumed by the United Nations for all shipments it arranges. Liability for
shipment loss or damage during shipment/transportation until arrival in the
mission area will be assumed by the contributing country in those cases where
transportation is arranged under a letter of assist.

Ammunition

36. The Working Group proposed the following reimbursement policy for
operational ammunition stocks deployed with troop contingents:

(a) The contributing country will be reimbursed for transporting
ammunition to and from the mission area;

(b) Should operational stocks (items requested by the United Nations or
mutually agreed upon between the United Nations and the contributing country)
deteriorate to such an extent that they are no longer usable (as verified by
United Nations-appointed ammunition technicians), the United Nations will
reimburse the contributing country for such ammunition. The Working Group noted
that it is the Member State’s responsibility to deploy ammunition with an
expected useful life in excess of the anticipated length of deployment;
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(c) Contributing countries will be reimbursed for ammunition actually
expended in accomplishing the peace-keeping mission. Quantities expended in
operations would be recorded in commanders’ reports at the conclusion of
individual operations and contributing countries would claim reimbursement on a
monthly basis for the initial purchase price of the ammunition;

(d) While training ammunition is a national responsibility, the Working
Group noted that there are occasions when operational requirements dictate
special training in the mission area that consumes ammunition. When the Force
Commander authorizes and directs special training beyond accepted United Nations
readiness standards, ammunition expended for such training will be considered an
operational expenditure and be reimbursable on that basis.

Verification issues

37. The Working Group agreed that the reimbursement process requires a reduced
and simplified procedure with emphasis on increased national accountability
within the framework of an agreement for the commitment of troops and equipment.
The United Nations, representing the interests of the assessed countries for
cost-effectiveness and prudence, requires a procedure to verify that both the
United Nations and the troop-contributing countries have met their obligations
and that procedures are in place to manage exceptional circumstances.

38. The Working Group requested the Secretariat to establish, for consideration
by Member States in phase III of this study, procedures for such verification
and control according to the following principles:

(a) The bilateral agreement between the United Nations and the
troop-contributing country will form the basis of the level of equipment and
material support provided by the troop-contributing country;

(b) Verification of equipment provided under a dry lease will be conducted
by the United Nations in a manner consistent with the terms and conditions of
the leasing arrangement. This will include registration of serial numbers, as
appropriate;

(c) Reimbursement on a wet/dry lease basis will be limited to the quantity
agreed to or that actually delivered to the mission area, whichever is less;

(d) Verification of major equipment should take place either in the
leasing country prior to deployment, upon agreement between the United Nations
and the troop-contributing country or within 15 days of arrival in the mission
area. In addition, the United Nations reserves the right, at any time, to
inspect the equipment brought into the mission area in order to verify that it
meets the commitments of the countries as to quantity, capability and readiness,
and that its use is consistent with the aims of the mission;

(e) Readiness standards will be those established for the mission area by
the United Nations. Those standards should be the same under both wet and dry
lease systems. Where a country is being reimbursed on a wet lease basis,
failure to maintain the equipment at that level of readiness shall result in a
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reduced rate of reimbursement, and, if sustained, renegotiation of the bilateral
agreement will be required;

(f) The United Nations Force Commander, in conjunction with the mission
administration, will conduct periodic inspections and assessments in the mission
area to verify the degree of self-sufficiency and appropriate use of minor
equipment and consumables for which the country is seeking dollar-rate
reimbursement on the basis of troop strength. Failure to provide the agreed
level of self-sufficiency shall result in a reduced rate of reimbursement, and,
if sustained, renegotiation of the bilateral agreement will be required;

(g) Provision will be made to allow either of the leasing parties to
initiate a review of the major equipment provided to ensure that it is
compatible with the requirements of the mission and of the contingent, so that
adjustments can be made to cater for changing circumstances;

(h) A dispute resolution procedure will be established.

39. In developing verification and control procedures, the Secretariat will
need to consider:

(a) The impact on United Nations management structures within a mission
area;

(b) The possibility of dividing the verification and control systems into
four phases:

(i) Phas e 1 - Preparation

- Verification of the quantity and quality of equipment to be
shipped;

- Verification of capability, including self-sustainability, in the
various functional areas which attract a standard rate of
reimbursement;

- Negotiation of reimbursement rates for specialist equipment;

(ii) Phas e 2 - Deployment

- Verification of the presence of major equipment in the mission
area;

(iii) Phas e 3 - In mission

- Verification of readiness, operational performance and level of
sustainability;

- Review of reimbursement rates biannually;
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(iv) Phas e 4 - Major redeployment or recovery to the home country

- Verification that shipment of major equipment has occurred;

(c) The need to develop a United Nations electronic data-processing system
to register the verification and control aspects, which will be made available
to all troop-contributing countries;

(d) The need for a computerized financial control system to provide the
troop-contributing countries with the status of reimbursement for
contingent-owned equipment on a regular basis;

(e) The need for arrangements with independent professional consultants on
verification and control on behalf of the United Nations.

Letters of assist

40. The Working Group envisages that letters of assist will have a reduced role
in the future reimbursement system. Under the current system, letters of assist
are used for maintenance, spare parts, and other areas that will be covered by
the wet/dry lease and self-sustainment systems. As a consequence, letters of
assist must be clearly defined to cover the bilateral arrangements between the
United Nations and the troop-contributing countries that are not provided for in
the wet/dry lease system, self-sustainment, or General Assembly-approved rates
for troops, for example, sale of equipment.

Model services agreement

41. The Working Group agreed that the negotiation of a bilateral agreement
between the United Nations and the troop-contributing country was an essential
element in the reform of the procedures relating to contingent-owned equipment.
Such an agreement should stipulate the responsibilities of the respective
parties and include the concepts agreed upon in the present report.

42. The Working Group considered the comments and conclusions of Canada arising
from its experience in applying the model agreement annexed to the report of the
Secretary-General dated 23 May 1991 (A/46/185) to its trial in the United
Nations Mission in Haiti (UNMIH). In addition to matters of detail, Canada
pointed out that considerable difficulty had been encountered in addressing
issues such as command and control and other sensitive legal areas. It was
agreed that the inclusion of such matters in an agreement would lead to complex
and lengthy negotiations which would delay implementation of the matters before
the Working Group.

43. The Working Group agreed that the model agreement should be limited to
administrative, logistic and financial matters. The Secretariat was requested,
in consultation with Member States, to develop a revised model services
agreement limited to this scope, incorporating the matter regarding the
management of contingent-owned equipment contained in the present report, for
discussion during phase III and for subsequent consideration by the appropriate
committees. Items for inclusion in the draft would include:
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(a) Definitions;

(b) Establishment of the force;

(c) Purpose and scope of the agreement;

(d) Period during which the agreement will be effective;

(e) Contribution of equipment and troops by the country;

(f) Fundamental responsibilities of each party;

(g) Administrative and logistics arrangements;

(h) Financial arrangements, including the form of leasing and agreed
standard rates of reimbursement and delegation of authority, if applicable;

(i) Verification and internal control issues;

(j) Liability of the parties in the event fundamental responsibilities are
not met;

(k) Consultation;

(l) Dispute resolution;

(m) Arrangements for supplemental agreements and amendments.

IV. RECOMMENDATIONS OF THE WORKING GROUP

44. The Working Group, having considered various proposals and options for
reform of the methodology and procedures for determining reimbursement for
contingent-owned equipment, bearing in mind the general guidelines and
principles for reimbursement reform set out in annex I to the present report,
recommends the following.

Equipment classification

45. Contingent-owned equipment should be categorized as major equipment or
minor equipment and consumables, according to the definitions in annex II and
the table in annex III. Troop-contributing countries will be required to
account only for major equipment. Major equipment will be specifically
identified in the agreement between the contributing country and the United
Nations.

Wet and dry lease system

46. Reimbursement for contingent-owned equipment should be changed from the
current depreciation-based system to a wet and dry lease system as discussed in
section III above and summarized as follows:
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(a) Reimbursement should be limited to those items of major equipment
(including associated minor equipment and consumables) specifically agreed to by
the United Nations. Additional items deployed by contingents would not be
reimbursed unless authorized through additional negotiations between the United
Nations and the troop-contributing country or as covered under extraordinary
charges in the agreement between the United Nations and the contributing country
prior to deployment of the equipment;

(b) The major dry lease cost component is the equipment use charge,
defined in annex II;

(c) The wet lease comprises the dry lease components plus the additional
components defined in paragraph 20 above;

(d) The lease system should be flexible enough to support varying
logistics support conditions in the mission area. When the United Nations
provides a component of support under the wet lease system, the contributing
country is not entitled to reimbursement for that specific component;

(e) Actual rates should be determined in phase III using the components
defined in annex II and the established rates developed in consultation with
Member States;

(f) A generic factor should be developed, when needed, which will apply to
missions where the intensity of operations and/or the environment results in
changes to average consumption and use.

Responsibilities for loss or damage of equipment

47. With regard to loss or damage of equipment:

(a) The United Nations should reimburse contributing countries for loss or
damage of major equipment due to unforeseen events as defined in annex II;

(b) Reimbursement parameters should be developed to compensate
contributing countries for loss or damage of minor equipment or consumables
arising from unforeseen events and be included in the costing mechanism under
the wet and dry lease and dollar-rate reimbursement systems.

Ammunition

48. With regard to ammunition:

(a) The United Nations should reimburse contributing countries for
deploying operational stocks of ammunition into and out of the mission area.
Reimbursement is to account for ammunition that becomes unserviceable while in
the mission area. Such reimbursement would be based on prior agreement with the
United Nations;

(b) Operational ammunition expenditures should be reimbursable;
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(c) Training ammunition should be a national responsibility unless the
Force Commander specifically requires ammunition expenditures for operational
training beyond accepted United Nations readiness standards;

(d) Member States should be responsible for deploying ammunition with an
expected life in excess of the anticipated length of deployment.

Third party equipment provisioning

49. If equipment has been provided by a country that is not the using country,
the general concepts of the wet/dry lease continue to apply and the United
Nations will be responsible for the equipment until its return to the providing
country. However, reimbursement for the contingent-owned equipment would be
arranged by a trilateral or bilateral agreement between the United Nations and
the using country and/or the providing country.

Transportation

50. Liability for shipment loss or damage should be assumed by the party
arranging the shipment.

Verification and control of contingent-owned equipment

51. As regards verification and control of contingent-owned equipment:

(a) Performance-based standards should be developed and applied to
contingents in peace-keeping missions to ensure that adequate minor equipment
and consumables are deployed with the contingent. When the contingent fails to
meet these standards, reimbursements for self-sufficiency would be reduced
accordingly;

(b) The principles outlined in paragraph 38 above should be used by the
Phase III Working Group when developing these standards.

Self-sustainment under a troop strength dollar-rate reimbursement system

52. Minor equipment, services and consumables not reimbursed in association
with major equipment under a wet/dry lease should be reimbursed on a per capita
monthly dollar rate based on the number of troops in a country’s contingent
deployed in self-sufficient units. Minor equipment and consumables reimbursed
on a dollar-rate basis should be modular, according to the ability of the United
Nations to provide support and the contributing country’s degree of self-
sufficiency with respect to minor equipment and consumables. Cost computations
will be on the same basis as the wet and dry lease system to ensure consistency.

Letters of assist

53. The Working Group recommends that the Secretariat clarify and refine the
future use of letters of assist as a consequence of the new wet/dry lease
system.
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Model services agreement

54. The Secretariat should develop a model services agreement which will serve
as the bilateral arrangement between a troop-contributing country and the United
Nations for administration, logistics and financial matters. Pending
finalization of an updated model services agreement, the Secretariat should be
encouraged to use the note verbale as a basis for troop-contributing countries
providing contingent-owned equipment.

Implementation date

55. The proposed methodology and process should be submitted to the General
Assembly as soon as possible with a recommendation for implementation on
1 January 1996, in accordance with Assembly resolution 49/233 A, for existing
and all future missions. For existing missions, the Working Group recommends
that troop-contributing countries have the option to accept reimbursement under
either the new or the old reimbursement methodology.

V. ITEMS REQUIRING ACTION IN PHASE III

56. The Working Group recommends that the United Nations Secretariat, in
consultation with Member States, undertake to resolve the issues set out below
during phase III of the contingent-owned equipment project.

Contingent-owned equipment reimbursement rates

57. Standard reimbursement rates should be developed for generic categories of
equipment as outlined in annex III. These standard rates should be developed in
accordance with the general principles agreed upon by the Working Group, and
include:

(a) Equipment use rates recognizing life-cycle costs and other costs that
might be included in a standard rate calculation, such as acquisition or lease
financing costs;

(b) Cost factors to account for minor equipment linked to major equipment
under the wet and dry lease system;

(c) Cost factors for minor equipment and consumables under the dollar-rate
reimbursement system;

(d) A standard factor to account for the effect of environmental and
operational conditions;

(e) Estimation of the useful life of equipment as developed by the United
Nations Secretariat in consultation with Member States;

and exclude special cases as set out in paragraph 24 above. The Phase III
Working Group should attempt to standardize the special case cost/rate
calculation methodology wherever possible.
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Loss or damage of equipment

58. The Secretariat, in consultation with Member States, should review current
procedures, establish a threshold value, and determine reimbursement values for
claims associated with the loss or damage of equipment or consumables with a
view to simplifying current procedures.

Transportation

59. The Secretariat, in consultation with Member States, should review the
current policy on transportation reimbursement to consider including costs of
inland transportation to and from the Member State’s port of embarkation.

Verification and control of contingent-owned equipment

60. The Secretariat, in consultation with Member States, should consider the
internal control and audit implications of moving to the wet and dry lease and
dollar-rate reimbursement systems for contingent-owned equipment. Procedures
and performance-based standards for contingents in peace-keeping missions must
be developed to ensure that adequate levels of self-sufficiency are maintained
and that equipment is properly controlled.

Model services agreement

61. The Secretariat, in consultation with Member States, should prepare a
revision to the 1991 Model Services Agreement limited to administrative,
logistics and financial matters, incorporating the recommendations set out in
the present report where applicable.
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Annex I

GENERAL GUIDELINES AND PRINCIPLES FOR REIMBURSEMENT REFORM

In addressing the mandate established by the General Assembly in its
resolution 49/233 A of 23 December 1994, which called for the simplification of
the process of reimbursement for contingent-owned equipment with a view to
introducing standard requirements, the development of a single flat rate of
reimbursement and for the submission of a report to the General Assembly, the
Working Group agreed on the following general principles and guidelines for
reform:

1. Simplicity . Any reform should make the reimbursement process simpler and
easier to administer than the current system. Reform proposals should reduce
the time and resources (personnel, equipment and facilities) required for Member
States to claim, and the United Nations to reimburse, for contingent-owned
equipment. Proposals should reduce administrative burdens on troop-contributing
countries, the Secretariat and peace-keeping missions.

2. Equity . The reimbursement process should be fair and equitable both to the
United Nations and troop-contributing countries.

3. Transparency . The process of computing reimbursement must be transparent
both to the United Nations and to the troop-contributing countries. Specific
rules must be articulated for developing reimbursement rates and a mechanism
provided to adjust rates on a periodic basis.

4. Comprehensiveness . The reimbursement process must be broadly applicable
across the full range of troop-contributing countries and peace-keeping
missions.

5. Flexibility . The reimbursement process must be flexible enough to account
for a wide range of variables, including differences among troop-contributing
countries in terms of equipping units, types of peace-keeping mission, peace-
keeping mission environments, equipment provisioning systems and logistics
support concepts.

6. Portability . Member States must be able to use the same accounting and
certification procedures regardless of the peace-keeping mission where their
troops are deployed.

7. Logistics support . Reform proposals should support the provision of high
quality, cost-effective logistics support for deployed equipment and units. To
the extent possible, the reimbursement system should facilitate cost comparisons
among various modalities of providing logistics support.

8. Financial control and audit . To maintain credibility, the system must
support appropriate financial control and audit procedures. Member States must
be assured that the United Nations is receiving value for peace-keeping fund
expenditures.
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9. These guidelines and principles are not necessarily complementary. For
example, simplicity and flexibility are inherently incompatible. The ultimate
goal should be to develop a system that maximizes achieving all the goals,
recognizing that there must be compromises among competing goals.
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Annex II

DEFINITIONS

The Working Group agreed on the following definitions to guide its
deliberations. Terms used in the body of the report are defined as follows:

1. Abandonment . The deliberate forfeiture of equipment or consumables within
a mission area.

2. Consumables . Consumables include combat supplies, general and technical
stores, defence stores, ammunition and other basic commodities. Specific
accounting of consumables would not be required as they would not be recorded by
the United Nations as part of the in-survey. Average rates of consumption and
use, as related to major equipment or personnel and as agreed by the United
Nations and the troop-contributing countries, will be used for mission
budgeting, expenditure control and reimbursement. Consumables are supplies of a
general nature, consumed on a routine basis, and are divided into three
categories according to their end use:

(a) Major equipment-related : consumables used to support major equipment;

(b) Minor equipment-related : consumables used to support minor equipment;

(c) Personnel-related : consumables used to support personnel.

3. Contingent-owned equipment . Major and minor equipment and consumables
owned or leased, and operated by a troop-contributing country’s contingent in
the performance of peace-keeping operations.

4. Dry lease . A contingent-owned equipment reimbursement system where the
troop-contributing country provides equipment to a peace-keeping mission and the
United Nations assumes responsibility for maintaining the equipment. Under the
dry lease, costs associated with categories of deployed minor equipment would be
reimbursable. Dry lease equipment may be operated either by the equipment-
owning country or another country. The contractual relationship will be between
the United Nations and the equipment-owning country and/or the United Nations
and the equipment-operating country.

5. Equipment use charge . A monthly equipment reimbursement rate used with the
wet/dry lease system which is the generic fair market value divided by the
equipment’s expected useful life expressed in months plus a factor for attrition
for wear and tear; or the replacement value divided by the equipment’s expected
useful life expressed in months, whichever is less.

6. Generic fair market value . An equipment valuation for reimbursement
purposes. It will be computed as the initial purchase price plus any major
capital improvements, adjusted for inflation and discounted for any prior usage;
or the replacement value, whichever is less. The generic fair market value will
include all issue items associated with the equipment in the performance of its
operational role.
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7. Major equipment . Major end items directly related to the unit mission as
agreed by the United Nations and the troop-contributing countries. Major
equipment includes ground vehicles and trailers, aircraft, naval vessels and
specifically identified "stand-alone" specialist equipment according to the
categorization in annex III. Items in the major equipment category are
accounted for on an individual basis to facilitate mission budgeting,
expenditure control and cost reimbursement. Separate reimbursement rates apply
for each category or item of major equipment.

8. Minor equipment . Minor equipment used for catering, accommodation,
non-specialist communications and engineering, and other mission-related
activities. Specific accounting of minor equipment would not be required as it
would not be recorded by the United Nations as part of the in-survey. Average
rates of consumption and use, as related to major equipment or personnel, and as
agreed by the United Nations and the troop-contributing country, will be used
for mission budgeting, expenditure control and reimbursement. Minor equipment
is divided into two categories, as set out in annex III:

(a) Equipment-related : end items designed to support major equipment;

(b) Personnel-related : end items which directly or indirectly support
personnel.

9. Modular . A concept applied to the wet/dry lease and dollar-rate
reimbursement systems whereby the components of the reimbursement rate are
separately identifiable and may be included in the overall lease or
reimbursement rate on the basis of the logistical support situation in a mission
area.

10. Operational ammunition . Ammunition (including aircraft self-defence
systems such as chaff or infra-red flares and personnel or equipment-related
ammunition) that the United Nations and the troop-contributing country agree to
deploy to the mission area so that it is readily available for use in the event
of need. Ammunition expended for training at the direction of the Force
Commander, in anticipation of an operational requirement, will be considered
operational ammunition.

11. Replacement value . The current cost of replacing a damaged or destroyed
piece of major or minor equipment with equivalent equipment.

12. Self-sufficiency . A logistics support concept for troop contingents in a
peace-keeping mission area whereby the contributing country provides some or all
logistics support to the contingent on a reimbursable basis.

13. Self-sufficient unit . A formed unit, participating in a peace-keeping
mission, that is able to provide its own logistics support. A unit may be
self-sufficient in varying degrees, according to the ability of the United
Nations to provide the necessary support and the unit’s own capabilities.

14. Threshold value . A dollar value to be applied to conditions of loss or
damage to equipment or consumables that could result in reimbursement to a
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troop-contributing country. The exact value should be determined by the
Phase III Working Group.

15. Unforeseen event . Any event beyond the control and responsibility of the
contingent commander and normally attributable to the operational situation.
Unforeseen events may be divided into three categories and will require
investigation by a board of inquiry convened by the peace-keeping mission Force
Commander. The three categories are:

(a) Loss or damage related to hostile actions;

(b) Abandonment of equipment because of the operational situation;

(c) Loss or damage to major equipment with a monetary value greater than a
threshold amount to be determined in phase III;

They do not include:

(d) Accidents, and losses and thefts of equipment with a value less than
the threshold amount to be determined in Phase III;

(e) Losses due to fair wear and tear;

(f) Write-offs due to obsolescence.

16. Wet lease . A contingent-owned equipment reimbursement system where the
troop-contributing country assumes responsibility for maintaining and supporting
deployed major and minor items of equipment. The troop-contributing country
would be entitled to reimbursement for providing this support.
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Annex III

GENERAL CLASSIFICATION OF MAJOR EQUIPMENT, MINOR EQUIPMENT
AND CONSUMABLES

1. Description . The table below contains the generic grouping of equipment
commonly used in United Nations peace-keeping operations. It was developed on
the basis of the United Nations Standard Cost Manual and equipment lists
submitted by Working Group delegations. All like major and minor equipment and
consumables were grouped under a common category name.

2. The series correspond roughly to the United Nations property index used for
in-surveys. Each series, where applicable, is sub-divided into categories, with
each category containing the generic groups.

3. Each generic group was assigned a classification of major equipment, minor
equipment or consumable based on the definitions set out in annex II.
Consideration was given to how the item would be accounted for and to its
relationship to other items.

4. Legend . For items identified as minor equipment or consumables, the
representatives determined the cost base for which that item would be
reimbursed. The two options used were self-sufficiency cost based (S) and
equipment cost based (E). The former option ties items to reimbursement on the
basis of a monetary amount per person per month or a flat rate per person per
month. The latter option is based on a monetary amount per equipment per month.

5. Special cases . Several items are identified as special cases. It was
agreed by the Working Group that, owing to the uniqueness of the item or its
high value, it would not be possible to set a standard rate because of the lack
of a generic group that would be applicable to a wide variety of contributing
countries. In these identified cases, the contributing country would be called
upon to establish a cost base using its own cost data and submit the applicable
rate to the United Nations for consideration in a leasing agreement.

6. Assumptions . For the purposes of this table, it is assumed that major
equipment listed in series B (Communications) and series F (Medical and dental)
apply to force level units and not subunits integral to a contingent. The same
items at the unit level would be considered as minor equipment and incorporated
into the overall self-sufficiency cost base.
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Annex IV

SUMMARY OF PROPOSALS SUBMITTED BY MEMBER STATES

Belgium

Belgium recommends the wet lease concept allowing for a maintenance factor
approaching the real consumption in the field, and recommends that the stocks
which have been sent to the field, and for any reason left behind at the end of
the operation, be reimbursed by means of a letter of assist.

Canada

Canada presented a proposal for a "force leasing" arrangement based on a
standard outline and costs for the number of personnel, vehicles and key
equipment that are deployed, whereby the terms and conditions would be agreed in
advance of deployment between the United Nations and the troop-contributing
countries.

Denmark

Denmark presented a proposal for the wet/dry lease concept based on a
standard price for a unit, calculated on key equipment, general equipment
overhead and a dollar rate for personnel, but excluding sudden losses of
equipment as a consequence of combat operations and theft. Ammunition consumed
for operational purposes would be paid separately by the United Nations. The
proposal would form the basis of a contract with the United Nations as
applicable to all the troop- and equipment-contributing countries.

Egypt

Egypt presented a proposal based on the real value of the equipment and
status, and according to a generic description provided at the time of the
in-survey, allowing for reimbursement for spare parts, consumables and full
ammunition in the mission area in excess of 10 months. The value of the
write-off should be at the value at the time of the in-survey, less depreciation
for the time of use in the mission area. The presentation also proposed
starting and ending dates for participation in peace-keeping missions, levels of
wet lease, inland transportation of contingent-owned equipment to the port of
embarkation, and the classification of minor equipment into individual and major
equipment-based.

India

The Indian proposal supports the leasing concept based on standard costs
and standard quantities of equipment to be brought into a mission, recognizing
that any deviation from the standard would require authorization from the United
Nations. The proposal also recommends monthly payments at standard rates, as
applicable, to all the troop- and equipment-contributing countries.
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New Zealand

New Zealand proposes that three basic documents be used to establish a new
system for reimbursement of contingent-owned equipment. They are:

(a) "United Nations Stand-By Forces - Guidelines for Personnel Based
Organizations" (the benchmark document);

(b) A directory of equipment specifications for all major items of
equipment specified in the benchmark document;

(c) A list of the outputs required to be produced or supplied by each
component unit identified in the benchmark document.

Utilizing those documents as a basis for reimbursement, the United Nations
would then purchase or lease capabilities and reimburse on a monthly basis
according to the price negotiated.
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