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SECOND MEETING 

Tuesday, 12 May 1981, at 9h30 

Chairman: Dr Z. M. DLAMINI (Swaziland) 

REVIEW OF THE FINANCIAL POSITION OF THE ORGANIZATION: Item 26 of the Agenda 

Interim financial report on the accounts of WHO for 1980 and comments thereon of the Committee 
of the Executive Board to Consider Certain Financial Matters prior to the Health Assembly: 
Item 26.1 of the Agenda (Financial Regulations 11.5 and 12.9; Resolution ЕB67.R24; 
Documents А34/9, А34/25 and Add.l, and А34/30) 

Mr FURTH (Assistant Director -General) introduced the interim financial report for the 
year 1980 (document А34/9) and the Report of the External Auditor (documents А34/25 and Add.l). 
While in some respects 1980 had in financial terms been an even better year for WHO than 1979, 
he thought it unlikely that the favourable circumstances of 1980 would recur in the near 
future. First, the exchange rate of the Swiss franc used for budgeting purposes for the 
biennium 1980 -1981 had been set at 1.55 Swiss francs per US$. Under resolution WНАЗ2.4, the 
Director -General was authorized to use casual income up to a maximum of $ 15 million during 
1980 and 1981 in order to meet any additional costs arising under the regular budget resulting 
from differences between the exchange rate used for budgeting purposes and the actual 
accounting rates of exchange. Conversely, he was requested to transfer to casual income any 
savings resulting from such differences, also subject to a maximum of $ 15 million. In 1979 
the Director -General had been obliged to use casual income for this purpose to the extent of 
$ 11 million, owing to unfavourable movements in the rates of exchange. In 1980, and so far 
in 1981, the accounting rates of exchange of the US dollar in relation to the Swiss franc had 
been higher than the budgetary rate of Sw.fr. 1.55 per US$; hence it appeared likely that 
there would be savings under the regular budget for 1980 -1981 as a result of the application 
of resolution WHA32.4. Those savings, in the form of a budgetary surplus, would be credited 
to casual income at the end of the two -year financial period - but only if the collection of 
assessed contributions for 1980 -1981 exceeded the obligations incurred during that period. 

Another favourable development during 1980 had been the earnings in casual income by the 

Organization. The table on page 16 of document А34/9 showed that casual income during the 

year 1980 had been some $ 16.6 million, of which$ 12.2 million had been due to interest 

earnings. Those figures were higher than they had ever been in the Organization's history. 
Such high interest earnings were largely due to the practice of keeping the cash -in -hand not 
required for immediate disbursement in deposits, which during the year 1980 had been earning 
interest at rates sometimes as high as 20% per annum. However, that was a development which 
would probably not be repeated for some time. The Organization's ability to place its cash - 
in -hand on deposit was dependent upon governments paying their contributions promptly - and 

unfortunately the record of contributions during 1980 had been less favourable than in previous 
years: at the end of 1980 only 94.43% of assessed contributions had been collected, as 

compared with 98.4% at the end of 1979. In spite of that decline however, the Director - 
General had not had to withdraw funds from the Working Capital Fund or to borrow from other 
internal sources. 

Another satisfactory development had been the growth of extrabudgetary resources. The 

table on page 4 of document А34/9 showed that, although increases and decreases in individual 

funds might have varied from one year to the next, the overall growth had been remarkably 

continuous for the four -year period 1977 -1980. Details of all extrabudgetary resources were 

given on pages 19 to 116 of the document in the form of an Appendix. He recalled that the 

previous year the Health Assembly had agreed that whereas the interim financial report itself 

would be brief, it would contain an appendix on extrabudgetary resources giving full details 

of expenditure under the various accounts in the Voluntary Fund for Health Promotion and in 

major special accounts such as those for the Onchocercíasis Control Programme, the United 

Nations Development Programme, the Trust Fund for the Special Programme for Research and 

Training in Tropical Diseases, the United Nations Fund for Population Activities, aid the 

Sasakаwa Health Trust Fund, The data in the Appendix covered contributions received by donors 

as well as the application of the funds to programme activities. 
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The Thirty -third World Health Assembly had also decided that, in order to save time and 
money, the interim financial report would not contain accounts certified by the External 
Auditor, it being understood that the External Auditor would continue his ongoing audit 
activities throughout the biennium. It had also been decided that whereas a report by the 
External Auditor would not normally be required for the first year of a financial period, the 
External Auditor would be free to submit a report should he feel the need to do so. The 
External Auditor had in fact submitted a report on this occasion. 

Although the External Auditor, Sir Douglas Henley, was unable, to his regret, to attend 
the Committee in person, Mr John Collens, the Deputy Secretary of the Exchequer and Audit 
Department immediately responsible to Sir Douglas for the WHO audit, was present and was 
prepared to answer any questions relating to the External Auditor's report (documents А34/25 
and Add.l). 

Dr MORK (representative of the Executive Board) introduced the first report of the 

Committee of the Executive Board to Consider Certain Financial Matters prior to the Thirty - 
fourth World Health Assembly (document А34/30). That Committee, in accordance with its 
terms of reference, had reviewed the interim financial report for the year 1980 submitted by 
the Director- General and also the report presented by the External Auditor (documents А34/25 
and Add.l). It had considered that, whereas the very detailed presentation of data on extra - 
budgetary resources given in the Appendix to the interim report might not be essential for the 
Health Assembly's assessment of the financial situation in 1980, it was extremely useful in 

enabling donors of extrabudgetary funds to recognize the payments made by them and the projects 
on which those funds had been spent. Furthermore, the data contained in the Appendix formed 
part of the External Auditor's routine review of WHO's income and expenditure. 

The Committee had found that the financial situation of the Organization was generally 
favourable, largely as a result of two developments: (1) the very substantial amount of casual 

income earned during 1980, as a result of which the balance of casual income available had been 
in excess of $ 26 000 000; and (2) the favourable movement in,the exchange rate between the 
US dollar and the Swiss franc, which was likely to lead to a substantial budgetary surplus 
at the end of the current biennium. It should not be forgotten that, should the exchange rate 
of the Swiss franc for the US dollar be higher than the budgetary rate used for the current 
biennium 1980 -1981, the Director- General was required to surrender the corresponding funds as 

a budget surplus to casual income at the end of the financial period, subject to a maximum of 
$ 15 000 000. 

The External Auditor's report contained a number of comments on the management of 

projects in two of the regions. The Committee had agreed that those comments could be of 

interest to other regions as well, and had suggested that the regional directors should be 
encouraged to bring the problems raised by the External Auditor to the attention of their 

regional committees. 

He drew attention to the draft resolution contained in paragraph 5 of the committee's 
report. 

Mr COLLENS (External Auditor's office) introduced documents А34/25 and Add 1. Although 
the External Auditor was not required to produce a report on an interim year, he had felt that 
it would be helpful to draw attention to a number of matters arising out of the audit process, 
considering that WHO would like an assurance that the operational audit was continuing during 
the interim year as in previous years. In particular, he had thought it important to inform 
the Health Assembly as soon as possible of a case of serious irregularity (paragraphs 2 and 
3 of the report) in which a university had been misusing part of a substantial grant provided 
by the Organization. The case had been considered significant because of its implications 
for controls over a wide range of grants made to other bodies. The External Auditor would 
be following the course of the investigation still being carried out into the matter, and 

would probably comment more fully in his report on the biennial accounts. 

In 1980, the auditors had concentrated on schemes related to the improvement of water 
supply and sanitation facilities, since, on the threshold of the International Drinking 
Water Supply and Sanitation Decade, they had felt that such investigation might prove useful 
for other projects which were to start during the Decade. They had continued during 1980 a 
programme of regional visits begun in 1979, and had visited the Regional Offices for Europe 
and for South -East Asia. Thus, the cases referred to in the report had been drawn from the 
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two regions visited, and had not been selected because those regions were more open to 

criticism than others. Paragraphs 8 and 17 summarized the External Auditor's conclusions. 

A common theme of those conclusions was that, if projects involving cooperation between WHO 

and national governments were to succeed, there must be realistic estimation of the resources 

that governments could provide, proper planning of how objectives could be realized, and 

effective supervision by the Organization to ensure cooperation between experts, national 

authorities, and executing contractors. 

Paragraphs 23 to 27 concerned duplication between the work of FAO and WHO. Where there 

was risk of such duplication, the External Auditor concluded that efforts should be made to 

achieve coordination before projects started in order to avoid difficulties later on. 

He was encouraged to note the interest shown in the report by the Committee of the 

Executive Board, aid welcomed that Committee's suggestion that regional directors might 
bring the points in it to the attention of their regional committees. 

Dr GALAHOV (Union of Soviet Socialist Republics) noted with appreciation that the 

Director -General had not found it necessary to resort to internal borrowing not even to the 

Working Capital Fund. Neither had the casual income facility provided for in resolution 
WHA32.4 been called into play. He hoped that the Organization would continue to be able to 
meet its financial obligations without recourse to internal borrowing, and that casual income 
would resume its direct function of financing the Organization's budget. He was concerned at 
the decline in the rate of collection of assessed contributions, which in 1980 had fallen to 
94.43 %. Although in the first four months of 1981 the situation had somewhat improved, it 

was still not as good as at the comparable date in the previous year. The Committee of the 

Executive Board had drawn attention to that situation in its report, and had urged that it 
be remedied. In the opinion of the Soviet delegation, the poor collection of contributions 
was a result of the swift rise in the Organization's budget, the need for stabilizing which 
had been noted in the plenary meeting by a number of delegations. 

He urged that any available casual income (paragraph 6 of the Introduction to the interim 
financial report) should be used to finance the budget. He also asked for more 
information on what facilities were made available by WHO on a concessionary basis (page 10 

of the interim report, sixth paragraph from bottom of page). In view of the requirements for 
headquarters accommodation (document EВ67/1981/REC/1, resolution EB67.R20 and Annex 7), it 

would be interesting to know what premises were rented out. The matter could perhaps be 
reverted to when agenda item 33 was considered. 

With reference to the External Auditor's report, he recalled that many delegations had 
emphasized the need for strengthening controls by the Board and the Health Assembly on the 
implementation of projects. Experience had shown them to be right, and it was a matter that 
should be further considered. 

As regards the presentation of the interim financial report, he drew attention to 
paragraph 8 of the Introduction (page 4). Extrabudgetary resources were there shown in a 
different form from those in the programme budget for 1980 -1981 (document PB/82 -83, page 1), 

which gave a longer list of extrabudgetary sources. More uniformity in the presentation of 
the programme budget and financial report would be desirable. 

Professor VANNUGLI (Italy) was gratified to note the favourable financial situation 
and particularly welcomed the increase in casual income. As to the difficulties in project 
implementation referred to in paragraph 4 of document А34/25 Add. 1, he wondered whether 
these were isolated cases, or whether the problem reappeared in other areas of WHO's 
activities. 

Dr BROYELLE (France) said that Table 1 of the interim financial report (page 7) showed 
a balance of some US$ 30 million for the regular budget, i.e., some 14% of the total income 
had not been utilized. She would like some explanation of why such a large portion of budge- 
tary resources had remained unused, since usually it was complained that those resources were 
insufficient. In regard to the mention made in the report of the External Auditor of the 
effectiveness of controls over grants made by WHO, she asked how those controls operated 
and whether any improvements were envisaged. 

Dr BASSIOUNI (Egypt) was concerned to note the decrease in the collection of 
contributions in 1980 and notably in the rate of payment of contributions in advance. There 
should be a review of the methods used in the collection of these contributions. 



• 

• 

A34 /B /SR /2 

page 5 

He thought that the marked rise in the maintenance of liquid assets was to be deplored. 
As would be seen from Table 2 they had risen from some$ 4 million at the end of 1979 to some 
$ 12 million in 1980- a growth rate of more than 200 %. Such a high rate immobilized money 
that could be earning interest, and in his opinion did not constitute a proper use of the 
Organization's resources. 

Mr BOYER (United States of America), commending in particular paragraph 27 of the External 

Auditor's Report concerning the prevention of duplication of effort between WHO and other 

United Nations agencies, expressed the hope that WHO and the External Auditor would be 

constantly on the watch for potential duplication and waste of resources. 

He endorsed the External Auditor's comments on the need for thorough examination of all 

aspects of a project before entering into an agreement for its implementation. The External 
Auditor had identified several instances in which host governments had not extended the 

necessary cooperation and where the result had been an apparent waste of WHO resources. It 

was important therefore to emphasize that governments should propose only projects which they 
were fully willing to carry out and which the Organization had a substantial chance of 

completing within a reasonable period. 

He welcomed the amount of detail contained in the interim financial report. It was not 
enough however to look only at the flow of money into and out of the Organization, the purposes 
for which it was contributed, and the programmes that it supported. The real test was the 

"health outcome ", namely, the improvements in health standards that were the chief intent of 
the expenditure. Effective programme monitoring and evaluation systems were therefore needed. 
He was pleased that the Executive Board and its Programme Committee had begun a systematic 
consideration of medium -term programming and hoped that all Members would give serious 
attention to such efforts. It was only by a thorough examination of both financial operations 
and programme results that it would be possible to determine the true effectiveness of current 
operations and make sound recommendations for the future. 

He had noted, along with the previous speakers, that more than $ 30 million in regular 
budget contributions had remained unexpended at the end of 1980; and that nearly $ 13 million 
in assessments had not It would therefore seem that about $ 43 million of the 
1980 assessments, i.e., 20 %, had not been utilized during 1980. He recognized that, in a 

biennial system, the financial objective was to spend all income by the end of the two -year 
period and not necessarily to spend half of it by the end of the first year; but he would be 
interested to have the Secretariat's comments on the apparently slow rate of expenditure, on 
the pace of implementation of the approved programme, and in particular on whether WHO could 
perhaps operate with smaller assessments in the first year and larger assessments in the 
second. 

The explanatory notes to Table 2 showed that WHO had more than $ 184 million in hand, 
much of it in the Voluntary Fund for Health Promotion and other extrabudgetary accounts. Such 
a large sum of assets raised the question of the rate of implementation of the voluntarily 
funded programmes as well as of the regular budget. He asked whether it was normal for WHO 
to have so much money in hand at all times, or whether it was an extraordinary circumstance 
at the end of a calendar year. 

In 1980, the United States and United Kingdom delegates had suggested that more 
information, including financial details, should be given on the use of fellowships in the 
various WHO programmes. The United Kingdom delegate had also requested more information on 
staff costs. Such documentation had not been included in the 1981 report and he therefore 
repeated his suggestion that it be provided, bearing in mind the comments made by the External 
Auditor. 

Table 1 showed that assessments under the regular budget had accounted for less than half 
of the total funds received in 1980 because of the substantial amount of the voluntary 
contributions. The question therefore arose as to the impact on the regular budget of the 
operation of such extensive extrabudgetary programmes. It was certainly valuable to the 
health community for WHO to operate those various voluntarily funded programmes. If, however, 
the regular budget was required to bear part of the cost of operating voluntary programmes, 
then the priorities and specific activities established by the Health Assembly when it 
determined the regular budget programme for the biennium might be diverted from their original 
purpose and the impact of regular budget activities diminished. He would welcome the comments 
of the Secretariat on the financial impact of those voluntarily funded programmes on the 
regular budget. 
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Several of the trust funds itemized on page 22 of the interim financial report (in 
particular for the Special Programme for Research and Training in Tropical Diseases, the 
United Nations Development Programme, and the United Nations Fund for Population Activities) 
showed a deficit. The United Nations Fund for Drug Abuse Control even showed a deficit in the 
"income" column. He would appreciate an explanation of those deficit figures and their 
possible impact on regular budget operations. 

The figures in Table 1 for the Special Account for Operation of Concessions at 
Headquarters revealed relatively small amounts of money. He wondered whether the charges on 
those concessions were adequate, bearing in mind the excellent space provided and the captive 
audience of WHO staff, who had no alternative to those services. 

During the course of the Health Assembly, his delegation would make further comments 
aimed at limiting the growth of the regular budget and at maximizing its impact. In general 
however, it was well satisfied with the financial management of the Organization and noted 
with pride that its finances were in very good order. 

Dr KAPRIO (Regional Director for Europe) said that, as one of the regional directors 

whose regions had been audited, he had welcomed the visit of the External Auditor in that it 
provided an opportunity to discuss in detail some of the difficulties which had to be faced 

in the field. 

The Regional Office for Europe had been an executing agency for UNDP for some past. 

Projects normally involved an original survey of the facilities available both to the 

government concerned and to the agency. That was followed by a feasibility study. It was at 

that stage that delays had been encountered in the past. Experience had helped to bring about 

a better balance in that regard. The final test however was the health outcome of the project. 

If there was delay at the feasibility study stage, the achievement of the final objective 

would be postponed but might still be successful. On the other hand, there had been cases 

where good feasibility studies had not been implemented because of political considerations or 

because loan arrangements had not been approved. The interest of the External Auditor in 

studying managerial problems would help the regional offices to improve their work. 

Mr FURTH (Assistant Director -General), replying to questions raised, said that the 

delegate of the Soviet Union had expressed concern at the decline in the rate of collection 

of contributions in 1980 as compared with both 1979 and 1978. There were indications that 

the decline was likely to be further accentuated in 1981 and future years, and this was a 

matter of deep concern to the Director -General. 

The delegate of the Soviet Union had also referred to the possible use of casual income 

to help finance the regular budget; there would be an opportunity to discuss the issue at 

greater length later in the session. More details of the income and expenditure of all 

extrabudgetary funds were contained in the table on page 22 of the interim financial report 

and supplemented the overview given in paragraphs 8 and 9 of the Introduction to the report. 

The delegates of France and the United States had drawn attention to the cash balance 

under the regular budget of more than $ 30 million which appeared in Table 1, and had asked 

why such an amount had remained unspent. The expenditure of over $ 171 million under the 

regular budget represented disbursements only and did not include a further $ 143 million in 

respect of unliquidated obligations, referred to in footnote b of Table 1. Firm commitments 

or obligations therefore amounted to over $ 314 million at the end of the first year of the 

financial period and represented 73.6% of the total effective working budget for the biennium. 

The rate of implementation of the regular budget was thus proceeding quite satisfactorily. 

Considering the large amount of unliquidated obligations outstanding at 31 December 1980, the 

cash balance of $ 30 million could not be considered to be very large. 

In reply to the delegate of France, he said that WHO was continuing its investigation 

into the question of grants, bearing in mind in particular that the External Auditor had 

drawn attention to certain irregularities. Both technical and financial controls were 

exercised over such grants. The institutions concerned were required to produce technical 

reports, aid technical staff visited the institutions. Regular financial reports were also 

required from institutions which, in addition, were visited from time to time by the External 

and Internal Auditors. The methods employed for the transfer of funds were also under 

scrutiny. 
Extrabudgetary funds were spent faster than they were received; as shown on page 22 of 

the report, income had been $ 131 million in 1980 against expenditure of $ 139 million. 
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There was therefore no problem as regards the rate of implementation of programmes financed 
from extrabudgetary funds. 

The question of fellowships had been raised at the Thirty -third World Health Assembly 
and the Director- General had promised to submit an evaluation report on WHO's fellowships 
activities to a future session of the Executive Board. That report would be submitted to 
the Board at its sixty -ninth session, in January 1982. 

There would be opportunities to discuss the impact of extrabudgetary funds on the 
regular budget when the Committee came to consider two other agenda items. Only 14% of 
project and programme expenditures financed from extrabudgetary funds were allocated to 
programme support. Technical cooperation programmes however required 21% on average for 

programme support. The regular budget therefore supported extrabudgetary activities to the 

extent of the difference, although such extrabudgetary activities represented an invaluable 
support to regular budget programmes. It was important that no waivers or reductions in 

respect of programme support costs should be permitted. The Director - General would welcome 
the support of all governments in that regard. 

Attention had been drawn to the small amount of the sums reflected in the Special Account 

for Operation of Concessions at Headquarters. In a report which had been submitted to the 

Executive Board several years earlier, the Joint Inspection Unit had pointed out that WHO 
obtained more from such concessions than other agencies. Fees to concessionaires were 

reviewed on a continuing basis; for example, the rent paid by the bank in the headquarters 
building was revised upwards every three years. 

Mr COLLENS (External Auditor's office), referring to the request of the delegate of 

France for information on the effectiveness of the controls exercised over grants, said that 

he was concerned at the irregularities which had taken place but would prefer to await the 
result of the Organization's investigation before commenting further. 

The delegate of Italy had inquired whether the cases in two regions where project 

implementation had been adversely affected were isolated or were symptomatic of more widespread 
failings. When carrying out an audit, the auditor looked for signs that things might be 
going wrong and then went into details. The cases in question did not seem to be isolated. 
The External Auditor was trying to identify areas where difficulties might arise and to draw 
lessons from them which could be applied generally so that management could be improved. 

Mr FURTH (Assistant Director -General), replying to the delegate of Egypt who had asked 
why cash at banks, in transit and on hand had increased from slightly over $ 4 million at 
the end of 1979 to more than $ 12 million by the end of 1980, said that the increase was due 

to the fact that one large contributor to the regular budget had paid a significant proportion 

of its contribution for 1980 only in the last few days of that year. 

The delegate of the United States had asked for an explanation of the negative balances 
shown by certain trust funds. In most cases the reason had been that, at the end of the 

year, WHO had spent more than it had received in the form of advances from the agencies 

concerned and, in the case of the Special Programme for Research and Training in Tropical 
Diseases, from the World Bank. The balance would have been made up early in the following 

year. In the cases of the negative income figures shown under the United Nations Fund for 
Drug Abuse Control aid the United Nations Disaster Relief Coordinator, the advances made by 
the Funds in 1979 had been too large and had therefore been reimbursed in 1980; subsequent 
advances had not reached WHO before 31 December 1980. Therefore these negative balance 
and income figures had no impact whatsoever on regular budget operations. 

Mr BOYER (United States of America) asked whether the Organization would normally have 

on hand an amount as large as $ 184 million. Perhaps a portion of such funds could be used 

elsewhere. 

Mr FURTH (Assistant Director -General) said that details of cash, deposits and securities 

were given on page 9 of document А34/9. The uses of the funds detailed were unfortunately 

not interchangeable, as there were very specific limitations and constraints on each of them. 

Added together they represented a considerable sum that might be larger or smaller at other 

periods during the biennium, but nevertheless the Organization was often short of cash for 

specific purposes. 

The draft resolution contained in document А34,30 (paragraph 5) was approved. 
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Status of collection of assessed contributions and status of advances to the Working Capital 

Fund: Item 26.2 of the Agenda (Document A34/10) 

Mr FURTH (Assistant Director- General) said that at 30 April 1981, total collections of 

1981 contributions in respect of the effective working budget had amounted to US$ 61 151 369, 

representing 28.43% of the assessments on the Members concerned (compared with 33.98% at the 

same date in 1980). Since the issue of document А34/10, partial or full payments totalling 
$ 30 257 615 had been received from 13 Members (Albania, Argentina, Bulgaria, China, 
German Democratic Republic, Guyana, Ireland, Israel, Japan, Liberia, Switzerland, Thailand 
and Yemen), raising the percentage of 1981 contributions collected to 42.49% at 11 May 1981 
(compared with 43.17% as at 13 May 1980). In addition, since 30 April, payments totalling 
$ 197 469 in respect of arrears of contributions had been received from seven Members 
(Democratic Yemen, Haiti, Ireland, Liberia, Nicaragua, Sierra Leone and Yemen). 

The draft resolution contained in document А34/10 (paragraph 5), with the inclusion of 
the date of 12 May 1981 in operative paragraph 1, was approved. 

Members in arrears in the payment of their contributions to an extent which may invoke 
Article 7 of the Constitution: Item 26.3 of the Agenda (Resolution ЕB67.R24 and 
decision ЕВ67(4); Document А34/31). 

Dr MORK (representative of the Executive Board), introducing document А34/31, said that 
at 28 April 1981 five Members had been in the position whereby the provisions of Article 7 

could be invoked but by the time of meeting of the Committee to Consider Certain Financial 
Matters prior to the Thirty- fourth World Health Assembly, one of them - Sierra Leone - had 
arranged for an additional payment sufficient to remove it from the Committee's consideration. 

The Committee had reviewed the action taken by the Director -General in his attempts to 
arrange for settlement of the arrears of the four remaining Members, and had requested him 
to communicate with them by cable on behalf of the Board, urging prompt payment of arrears, or 
information on their plans to regularize their position, by 11 May 1981. The Committee 
recommended to the Health Assembly that the four Members should be urged to regularize their 
position but that meanwhile they should retain their voting rights at the Thirty - fourth World 
Health Assembly. 

Mr FURTH (Assistant Director - General) said that, in accordance with the Committee's 
request, the Director -General had on 4 May 1981 sent cables to the Central African Republic, 
Grenada, and Mali, urging them to make payment or to provide the requested information by 
11 May. It had not been possible to transmit the cable prepared for Chad since all postal and 
telegraphic communications with that country continued to be suspended. 

No payments had been received from the Members concerned. The Secretariat had 
however been advised by the WHO national programme coordinator in Mali that the Government had 
made arrangements to transfer to WHO the equivalent of US$ 78 000, which amount exceeded the 
sum of $ 69 113 due from Mali in respect of prior years' arrears. The amount in question had 
not yet been received by the Organization. In addition, a cable had just been received from 
the Ministry of Health of the Central African Republic informing the Director- General that a 
banking transfer equivalent to US$ 34 952.88 had been made on 11 or 12 May 1981. 

Dr KONARE (Mali) confirmed that his country was committed to making payment in respect of 
arrears. If the amount in question had not already been received, immediate steps would be 
taken to ensure transfer of the sum. 

The draft resolution contained in document А34/3l (paragraph 8) was approved. 

Report on casual income and budgetary rate of exchange between the US dollar and the Swiss 
franc for 1982 -1983: Item 26.4 of the Agenda (Document ЕВ67,гј981/REС /1, resolution ЕВ /67.R5 
and Annex 2; Document ЕB67/1981/RЕС/3, Chapter III, paras 205 -207; Document А34/11). 

Dr MORK (representative of the Executive Board) said that, in the course of its review 
of the proposed programme budget for the financial period 1982 -1983, the Executive Board had 
examined two aspects of the casual income estimated by the Director -General to be available 
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for assisting in financing the programme budget. In the first place, the Director -General 

had proposed that an amount of $ 12 000 000 of available casual income should be so used for 

the 1982 -1983 programme budget. (А preliminary estimate had put the amount of casual income 

available on 31 December 1980 at approximately $ 23 000 000, of which the Board had recommended 

the appropriation of a little over $ 2 million to the Real Estate Fund). The Director -General's 

proposal had represented a significant increase over the amounts appropriated for previous 

programme budgets by the Health Assembly. Inasmuch as sufficient casual income appeared to 

be available, the Board had endorsed the proposal, which would have the effect of reducing 

assessed contributions from Members. 

The Director -General had also reviewed the use of casual income to meet possible adverse 

effects of currency fluctuations on the programme budget. In spite of the difficulty of 

forecasting movements in the rate of exchange between the Swiss franc and the US dollar for as 

much as three years ahead, the availability of casual income for that purpose would make it 

possible to implement the approved programme budget for 1982 -1983 even if the value of the 

US dollar in relation to the Swiss franc fell below the budgetary rate of exchange. If on 

the other hand, the average accounting rate for 1982 -1983 was higher than the budgetary rate 

of exchange, the resulting surplus would be credited at the end of the financial period to 

casual income and would again become available for use by the Health Assembly. The Board had 

concurred that in respect of the financial period 1982 -1983 the Director -General should again 

be granted the facility of using casual income up to an amount of $ 15 000 000 in order to cope 

with any differences between the budgetary rate of 1.63 Swiss francs per US dollar and the 

monthly accounting rate. 
However, in the light of developments since the sixty - seventh session of the Board, the 

Director -General had made revised proposals both as regards the use of casual income and the 

budgetary rate of exchange. These were contained in document А34/11. 

Mr FURTH (Assistant Director -General), introducing document А34/11, said that the main 

budgetary and financial data used in the preparation of the budget document had been those 

available in October 1980, when the document had been sent to the printer and when the accounting 

rate of exchange for the Swiss franc had been 1.63 per US dollar for the fourth consecutive 

month. Although the rate had risen to 1.71 Swiss francs per US dollar in November and December, 

by the time the Executive Board met in January 1981 the situation had not significantly changed. 

Subsequently however, and particularly from the latter part of January, the dollar had 

strengthened considerably, moving into a range of 1.90 to 2.05 Swiss francs per US dollar. It 

had therefore been considered necessary to review the earlier proposals. With regard to the 

availability of casual income, the actual amount after closure of the 1980 interim accounts had 

been $ 26 461 296, as compared with the earlier estimate of $ 23 036 749 reported to the Executive 

Board in January 1981. The Board had recommended the appropriation of some $ 2 000 000 for the 

Real Estate Fund and $ 12 000 000 to help finance the proposed 1982 -1983 programme budget, which 
would leave a total of some $ 12.4 million as an unappropriated balance. However, in view of 
recent developments in the US dollar /Swiss franc exchange rate, it no longer appeared necessary 

to maintain in 1981 an unappropriated balance of casual income to protect the Organization's 

current programme against what had become an unlikely possibility that the average accounting 

rate of exchange for the current biennium would be lower than the budgetary rate of exchange 
(Sw.fr. 1.55 per US$) used in the 1980 -1981 budget. Indeed, as the accounting rate had so far 

been continuously higher than the budgetary rate, it seemed almost certain that a budget surplus 
would arise at the end of the current biennium and could be translated into casual income to 

the extent that assessed contributions for 1980 -1981 were collected as planned. Consequently, 

the Director -General was proposing that an additional amount of casual income available as at 

31 December 1980 should be appropriated to help finance the programme budget for 1982 -1983, 
bringing the total amount of casual income to be appropriated for that purpose to $22.4 million, 
i.e., virtually all the casual income available after the requirements of the Real Estate Fund 
had been met. 

The Director -General had also reconsidered the budgetary rate of 1.63 Swiss francs per 

US dollar used in preparing the proposed 1982 -1983 budget. It had been the accounting rate of 
exchange prevailing from July to October 1980 and, although it was impossible accurately to 

forecast the average rate during 1982 and 1983, the recent rise in the value of the US dollar 
in relation to the Swiss franc had been so significant that some adjustment in the budgetary 
rate might be considered appropriate. It did not appear to the Director -General that the April 
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or May accounting rates of respectively 1.91 and 2.02 Swiss francs per US dollar should be 
applied to a programme covering a two -year period that was likely to see substantial changes in 
the US dollar /Swiss franc relationship. The manner in which the Director -General had arrived 
at his proposal that the budgetary rate for 1982 -1983 should be adjusted from 1.63 to 1.78 
Swiss francs per US dollar was outlined in document А34/11, paragraph 10. Assuming that over 
the remaining seven months of 1981 the average accounting rate of exchange remained at the level 
of the April rate (Sw.fr. 1.91 per US$), the average accounting rate of exchange for the whole 
financial period 1980 -1981 would become 1.78 Swiss francs per US dollar and thus the budgetary 
rate for 1982 -1983 would be based on that hypothetical average rate for 1980 -1981. 

The use of a rate of 1.78 Swiss francs per US dollar for 1982 -1983 would not appear to be 
imprudent, particularly if the Health Assembly combined the upward adjustment of that rate with 
an increase in the casual income facility which the Director -General could use to meet fluctua- 
tions in the rate of exchange. As was stated in document А34/11, paragraph 11, the Executive 
Board had proposed that the Health Assembly should again authorize the Director -General to use 
up to $ 15 000 000 from available casual income to meet any needs under the regular programme 
budget which might arise from differences between the budgetary rate of exchange and the 
accounting rates of exchange prevailing during the financial period 1982 -1983. However, as a 
result of an adjustment of the budgetary rate of exchange to 1.78 Swiss francs per US dollar, a 
situation might arise whereby $ 15 000 000 might not be sufficient to protect the Organization's 
programme. The Director -General was therefore proposing that, concurrently with an increase 
in the budgetary rate of exchange, the maximum amount of casual income which he would be 
authorized to use for that purpose should be increased from $15 000 000 to $20 000 000 during 
the biennium 1982 -1983. Naturally, should the average of the accounting rates of exchange 
during 1982 -1983 exceed the revised budgetary rate of exchange of 1.78 Swiss francs per US 

dollar, the amount of net savings to be transferred from the regular budget to casual income 
could also be as much as $20 000 000. Whereas a facility of $15 000 000 with a budgetary rate 
of exchange of 1.63 Swiss francs per US dollar, as originally proposed, would have protected 
the Organization's programme even if the average rate of exchange in 1982 -1983 turned out to 
be as low as 1.46 Swiss francs per US dollar, increasing the budgetary rate of exchange to 

1.78 Swiss francs per US dollar, and at the same time increasing the casual income facility to 
$ 20 000 000,would offer protection down to an average accounting rate of exchange of only 
1.52 Swiss francs per US dollar. It would also guarantee that as much as $20 000 000 would 
be saved from the regular budget and returned to Members in the form of casual income if the 

average accounting rate of exchange during the biennium should turn out to be 2.10 Swiss francs 
per US dollar or more. 

Lastly, the arrangements proposed by the Director -General would be advantageous to Member 
States for two reasons: (1) the effective working budget would be reduced from $484 300 000 
to $473 629 400, representing an increase over the effective working budget for the current 
financial period of 10.84% as compared with 13.34% under the original proposal; and (2) to 

increase the appropriation of casual income for the regular budget by $12.4 million to a total 
of $ 24.4 million would have the effect of further reducing Member States assessed contributions 
to the effective working budget. Consequently, the increase in assessed contributions for the 
period 1982 -1983 over the period 1980 -1981 would be only 5.14 %, whereas the earlier proposals 
would have involved an increase in those contributions of 10.6% 

Although the immediate financial advantages for Member States would not be insignificant, 
it might not be possible to make available the same large amounts of casual income to help 
finance the programme budget for 1984 -1985. That would have the effect of increasing assessed 
contributions for that period even if the effective working budget level remained the same as 

in 1982 -1983. In addition, there was no certainty that the budgetary rate of exchange of 
1.78 Swiss francs per US dollar would be appropriate for 1984 -1985; should it be lower than 

1.78, it would lead to an automatic cost increase, a higher effective working budget, and 

ultimately higher assessments than in 1982 -1983. However, although those risks should not be 
ignored, the Director -General felt that the changes presented in document А34/11 represented a 

balanced package of revised financial proposals which would pass on immediately to Member States 
the financial benefits which had come within the reach of the Organization, while being at the 

same time prudent enough to protect the Organization's programme for 1982 -1983. 

The CHAIRMAN observed that the item under discussion appeared to revolve around three 

issues: (1) the amount of casual income to be used to help finance the budget for 1982 -1983, 



А34 /B /SR /2 

page 11 

(2) the rate of exchange to be applied to the programme budget for that biennium and (3) the 

casual income facility to be granted to the Director -General to meet fluctuations in the 

exchange rate during 1982 -1983. 

He invited comments on the amount of casual income to be used to help finance the 

1982 -1983 budget. 

Mr BOYER (United States of America) said that his delegation welcomed the proposal to 

use a substantial amount of additional casual income, which would have the effect of 

reducing the assessments of all Member States. The possibility of cutting the effective 

working budget of the Organization by US$ 24.4 million was a tribute to the financial 

management of the Secretariat. 

Mr ABBASSI TEHRANI (Iran) said that his country's assessed contribution for 1982 -1983, 

as indicated in document А34/11, Annex 3, was based on incorrect figures regarding Iran's 

per capita income and gross national product which had been submitted by the pre -revolutionary 
regime. The economic difficulties and national disasters that had followed the Islamic 
Revolution, together with the war that had been imposed on the country, had reduced economic 
activity to a level where Iran could no longer meet the proposed United Nations rate of 

assessment. His delegation therefore requested a general review of its country's assessment • for 1982 -1983. 
The CHAIRMAN said that the remarks of the delegate of Iran would be taken into account 

when the scale of assessments was being considered. 

If there were no further observations, he would take it that the Committee agreed to 
recommend to Committee A that a sum of$ 24.4 million of casual income should be used to help 
finance the budget for 1982 -1983. 

It was so agreed. 

The CHAIRMAN invited comments on the budgetary rate of exchange between the US dollar 
and the Swiss franc to be used for 1982 -1983. 

Dr HARRIS (United Kingdom of Great Britain and Northern Ireland) said that, in view of 
the difficulties which had been encountered as a result of adverse exchange rates in previous 
years, WHO should be prudent in fixing the rate of exchange for its 1982 -1983 prograumte 
budget. His delegation therefore supported the Director-General's proposal that the rate be 
fixed at 1.78 Swiss francs per US dollar. 

Dr ZIESE (Federal Republic of Germany), while agreeing that the rate of 1.63 Swiss 
francs per US dollar that had originally been set was far too low, felt that to increase the 
rate merely to 1.78 Swiss francs was insufficient. The budgetary rate for 1982 -1983 should 
be based on the current rate of exchange, which stood at more than 2 Swiss francs per US 
dollar. 

Mr BOYER (United States of America), agreed with the views expressed by the previous 
speaker and advocated that the budget should be calculated at the official United Nations 
exchange rate for May 1981 of 2.02 Swiss francs per US dollar. Although there was an obvious 
need to protect the Organization against currency losses, it seemed altogether excessive to 
propose that its programme budget should, by virtue of the $ 20 million casual income facility 
described by the Assistant Director -General, be protected against a decline from the current 
exchange rate of 2.07 Swiss francs per US dollar to a figure as low as 1.52 Swiss francs. 

The United States delegation therefore proposed that the Committee should recommend to 
Committee A that the budget be calculated at the official United Nations rate for May 1981 of 
2.02 Swiss francs per US dollar, thereby saving Member States a total of some $ 15 million in 
contributions. 

Progessor VANNUGLI (Italy) said that a perennial problem in the recent past had been 

how to cope with the combined effects of a decline in the value of the dollar and inflation. 
With the dollar now steadily rising in value, the situation had radically changed and the 
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Organization could look forward to carrying out its work without any major financial 
difficulties. However, the rise in value of the dollar as against the Swiss franc and 
other currencies meant that the contributions of Member States would be correspondingly 
higher. While the Organization might protect itself against a possible decline in the 
exchange rate by setting aside a certain portion of available casual income for the purpose, 

he wished to know what measures were being taken to protect Member States in the event of a 

continuing and substantial rise. 

Mr WIDDOWS (Australia) associated his delegation with the suggestion of the delegates 
of the Federal Republic of Germany and the United States of America that a more equitable and 
appropriate exchange rate would be that prevailing during the month the budget was adopted, 
a system which was already being used by other international organizations. He therefore 
supported the United States proposal that the proposed programme budget should be recalculated 
at that rate, bearing in mind a casual income facility of $ 20 million. 

Mr NYGREN (Sweden) said that, although his delegation was prepared to support the 
revised exchange rate proposed by the Director -General, it would prefer a rate much closer to 

the current figure of more than two Swiss francs per US dollar. Six months ago, the General 
Conference of UNESCO had settled upon an exchange rate very close to that prevailing at the 

time of adoption of its budget: that appeared to be a practical way of fixing the rate which 
avoided controversial debate. His Government was of the opinion that there should be objective, 
precise criteria for setting the exchange rate for the 1982 -1983 budgetary period. It would 
accordingly be approaching the United Nations Advisory Committee on Administrative and 
Budgetary Questions with a view to devising a scheme which could be uniformly applied to all 

United Nations organizations. 

Mr VAN KESTAREN (Netherlands) said that his delegation supported the proposals 

contained in document А34/11. However, in view of the objections raised by certain speakers, 

and since few things were as unpredictable as exchange rates, some adjustments might be made 

in the light of recent developments. Consequently, he suggested that the period over which the 

hypothetical average rate of 1.78 Swiss francs per US dollar had been calculated might be 

extended to include May 1981, so as to give an average rate of 1.83 or 1.84 Swiss francs. To 

overcome the difficulties of certain delegations, the figures for the 1982 -1983. programme 

budget might be modified accordingly. 

Mr LO (Senegal) said that a proposal to raise the exchange rate from 1.78 to 2.02 Swiss 

francs per US dollar was liable to place small countries in a highly unfavourable position, 

as it might result both in a reduction in the quantity and volume of WHO projects and in an 

increase in contributions. The victims of such a proposal would be the same countries as 

always and his delegation could not go along with it. 

There were various possible solutions to the problem. One was the suggestion mooted by 

his own delegation in the past, namely that a currency loss account be created under the 

regular budget, funded by a fixed subsidy or by surpluses accruing from favourable exchange 

rates. 

The meeting rose at 12h35. 


