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1# A profit or loss on exchange is the difference between the United Nations accounting rate 
of exchange and the rate at which the Organization buys a currency on the free market with 
US dollars, This type of profit or loss is to be distinguished from the budgetary profit or 
loss which occurs as a result of a change in the United Nations accounting rate of exchange 
for a currency. An example of a loss on exchange occurred in September 1971 when US dollars 
were sold to provide Swiss francs for the Organization's expenditures in that currency at the 
rate of US$ 1.- to Sw.fr. 3.98, at a time when the United Nations accounting rate of exchange 
was set at US$ 1.- to Sw.fr, 4.08. On the other hand, an example of a budgetary loss occurred 
in May 1971 when the United Nations accounting rate of exchange as between US dollars and 
Swiss francs changed from US$ 1 = Sw.fr. 4.32 to US$ 1.一 = Sw.fr. 4.08. This report deals 
only with profits and losses on exchange, which can only arise from the buying and selling of 
currencies• 

2. In dealing with profits on exchange the Organization follows Financial Regulation 7,1 
which provides that such profits be credited to Miscellaneous Income Account. Financial 
Regulation 7,1 reads: 

"All other income, except: 

(a) Contributions to the budget； 

(b) Direct refunds of expenditures made during the financial year； and 

(c) Advances or deposits to funds 

shall be classed as miscellaneous income, for credit to the General Fund." 

3. On the other hand the Financial Regulations do not provide for the treatment of losses 
on exchange. Such losses are therefore treated as a charge to budgetary expenditure. 

4. The present position, as reflected by the Financial Regulations, is set out in specific 
terms in the WHO Manual IV.1.300 as follows: 

"Headquarters maintains a global 'profit and loss on exchange' account. The 
final balance in this account is cleared as follows: 

300.1 if the net result for the year is a loss, it is apportioned over the 
appropriate sections of the budget； 

300.2 if the net result for the year is a gain, it is treated as miscellaneous 
income. 
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5. The present practice, as outlined in the WHO Manual and noted in paragraph 4 above, has 
not created any difficulties in the past. In 15 of the 21 years since 1950 there has been a 
net profit on exchange which has been credited to Miscellaneous Income, and in the other six 
years, when a net loss on exchange has been incurred, the amount thereof has been extremely 
small. Fixed parities of currencies and relatively minor fluctuations in exchange rates of 
those currencies mainly utilized by the Organization, which have been the pattern under the 
international monetary system in force until this year, have resulted in profits and losses 
on exchange having such a small effect on miscellaneous income and budgetary expenditure that 
they have constituted but a negligible factor in budgetary and programme planning. However, 
in the light of the monetary crisis which developed in 1971 and which, as of this date, shows 
no signs of abating, the floating of several European currencies against the United States 
dollar, and the possibility that any future international monetary arrangement will permit 
substantially wider fluctuations above and below parities, it is expected that in the future 
profits and losses on exchange will be of much greater magnitude than heretofore. 

6. In these circumstances, continuation of the present practice of charging losses on 
exchange to budgetary expenditure would contribute to budgetary instability and render 
budgetary and programme planning much more difficult. It would be more practical, and also 
more logical, to permit the clearing of net losses on exchange in the same manner as net 
profits on exchange are now cleared, that is, through the Miscellaneous Income Account. 
While the charge of a net loss on exchange to the Miscellaneous Income Account would reduce 
the level of casual income available to help finance the programme and budget of a subsequent 
year, the current programme and budget would no longer be reduced by the amount of the net 
loss. For example, if the Organization had been authorized to charge losses on exchange to 
the Miscellaneous Income Account during the period 15 August to 31 October 1971, an amount of 
$ 130 000, representing the net loss on the sales of US dollars for Swiss francs in that 
period, could have been charged to the Miscellaneous Income Account instead of to budgetary 
expenditure. Moreover, since the Organizationfs Miscellaneous Income Account benefits from 
the higher rates of interest obtained from investments in dollars, it would seem only 
reasonable that exchange losses incurred as a result of the revaluation of a number of 
currencies in relation to the dollar should be charged to the same Miscellaneous Income 
Account. 

7. In view of the above, the Director-General recommends that a new Financial Regulation 
6.8 be added as follows: 

"Profits and losses on exchange shall be credited and debited to miscellaneous 
income. ’• 

8. The Executive Board upon consideration of the Director-General's report may wish to 
consider the following resolution: 

The Executive Board, 

Following its review of the Director-General's report on profits and losses on 
exchange, 

RECOMMENDS to the Twenty-fifth World Health Assembly the adoption of the following 
resolution: 

"The Twenty-fifth World Health Assembly, 

Having considered the report of the Executive Board at its forty-ninth 
session, 

DECIDES to amend the Financial Regulations, by adding to Article VI a 
new Regulation 6.8, reading: 

'6.8 Profits and losses on exchange shall be credited and 
debited to miscellaneous income.f" 


