
ORGANISATION MONDIALE DE LA SANTÉ 

WORLD HEALTH ORGANIZATION E B 5 1 

19 December 1972 

/28 

EXECUTIVE BOARD INDEXED 

Fifty-first Session 

Provisional agenda item 6.11 

TERMINAL PAYMENTS ACCOUNT 

Report by the Director-General 

1. The Twenty-fifth World Health Assembly discussed the Terminal Payments Account in the 
context of information thereon contained in the First Report of the Ad Hoc Committee of the 
Executive Board.1 As a result of the discussions it was considered desirable that the 
External Auditor review the Terminal Payments Account, including its management, level and 
growth, and report thereon to the Director-General, who in turn, would report to the fifty-
first session of the Executive Board. 

2. The External Auditor has now reviewed all aspects of the Terminal Payments Account, and 
a copy of his report to the Director-General is annexed. It will be noted that the External 
Auditor concludes that the reasons and justification for the establishment of the Account in 
1964, i.e. "prudent financial management", remain valid, and he refers to the fact that three 
of the other major specialized agencies of the United Nations have also established somewhat 
similar funds or accounts• The External Auditor also concludes that the intent to reach the 
required level by 1977 is reasonable. Information in graphic form on estimated requirements 
and growth of the Account, with projections to 1977, is included as Appendix II to the 
External Auditorf s report. 

3. Taking into account the External Auditor's report, and in conformity with the original 
proposals for management of the Account, as reported to the thirty-fifth session of the 
Executive Board, which is reproduced in Appendix I to the Auditor's report, the Director-
General proposes to maintain present arrangements for the gradual growth of the Account to the 
level where it will eventually meet the total liabilities for terminal payments. It is expected 
that the appropriate level will be reached during 1977, based on continuation of the current practice 
under which budgetary provisions, calculated at 6 per cent. of net salary, are transferred 
annually to the Terminal Payments Account, and the Account is charged with the total cost of 
repatriation grants, accrued annual leave entitlements and repatriation travel and removals. 

4. The Director-General intends to keep the position of th© Termina1 Payments Account under 
constant review and to report further to the Executive Board on developments and any possible 
change in the forecasts reflected in Appendix II to the report of the External Auditor. It will 
be recalled that it has only been since 1 January 1972 that all repatriation costs have been 
charged to the Account and budgetary provisions for the Account were reduced by 25%, from 8% 
of net salaries to 6%. 

Off, Rec. Wld Hlth Org,, No. 201, pp. 41-42. 
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5. Should the Executive Board agree with the Director-General1 s proposals in paragraph 3 
above, it may wish to consider a resolution along the following lines : 

"The Executive Board, ‘ 

Having considered the report by the Director-General on the Terminal Payments 
Account；1 and 

Having noted the report of the External Auditor on his review of the management, 
level, growth and soundness of the Terminal Payments Account； and 

Recalling the report of the Director-General at the time of the establishment of 
the Account which was noted by the Executive Board in resolution EB35.R20,^ 

1. AGREES with the conclusions contained in the report of the External Auditor 
concerning the Terminal Payments Account, 

2. AGREES further with the proposals of the Director-General as contained in his 
report 

1 Document EB5l/33. 
2 Handbook of Resolutions and Decisions, 11th e d ” p. 372. 
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ANNEX 

REPORT OF THE EXTERNAL AUDITOR TO THE DIRECTOR-GENERAL 
ON THE REVIEW OF THE TERMINAL PAYMENTS ACCOUNT 

In Committee В of the Twenty-fifth World Health Assembly, the Terminal Payments Account 
was discussed and as a result I agreed to review the funding of the Terminal Payments Account, 
including its actuarial aspects and to make whatever comments I thought appropriate. 

The Terminal Payments Account was established as from 1 January 1964 with the following 
objectives in mind: 

(a) To build up the account to a level which would meet the total liability for terminal 
payments to the staff of the Organization and thereafter to maintain the account at the 
appropriate level. 

(b) To establish a financial procedure which would ensure that each programme bears its 
appropriate share of the final payments to the staff members of their terminal emoluments 
and to accumulate the funds required to make such payments. 

(c) That this account would ultimately meet, when build up to a reasonable level, all 
terminal payments to staff of the Organization, i.e., repatriation grants, accrued annual 
leave, repatriation travel and removal as applicable. 

The account was established under the authority vested in the Director-General by Financial 
Regulation 6.6, which reads as follows : 

"Trust Funds, Reserve and Special Accounts may be established by the Director-General 
and shall be reported to the Executive Board.，’ 

The establishment of the Account was reported to the Executive Board at its Thirty-fifth 
Session as indicated in Official Records No. 140, Annex 13 (Appendix I). 

The Terminal Payments Account has gradually been built up by including in the budgetary 
provision for common staff costs a percentage of net salary varying from 4 to 8 per cent. 
Effective from 1972 the percentage was reduced from 8 to 6. 

Up to the end of 1971 only repatriation grant payments have been charged to the Account. 
Accrued annual leave and repatriation travel and removal have been charged against current year 
allotments. This has resulted in a faster growth of the Account. As from 1 January 1972 
accrued annual leave and repatriation travel and removal have also been charged to the Account. 

As at 31 December 1971 the balance of account was $ 10 304 101. 

In the report of the Ad Hoc Committee of the Executive Board (document A 25/l9), it is 
stated in paragraph 9 that : 

M. . . The level of the terminal payments account based on anticipated income and 
disbursements would thus not reach its required level until 1977, at which time it may 
be possible to fund expenditures from interest earned on the account and thus avoid to 
the maximum extent charges to current budgets thereafter. In view of the long term 
and continuous mandate of the Organization the Committee questioned the necessity for 
building up the account to a level which would meet 100 per cent. of the total liability 
for terminal payments to all the staff." 
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Annex 

During the consideration of the Report of the Ad Hoc Committee in Committee В of the 
Twenty-fifth Health Assembly the Assistant Director-GeneraJ. for Administration stated that the 
intention was not to build up "the account to a level to meet the terminal indemnities of all 
staff if the Organization were suddenly wound up, such indemnities would have to be paid from 
the Working Capital Fund’’. 

The growth of the WHO Terminal Payments Account and estimated requirements with projections 
beyond 1972 is shown in graphic form in Appendix II to this report• 

Appendix II has been prepared by the WHO administration. However, I have satisfied myself 
as to the correctness of the actual figures included therein and as well to the approximate 
correctness of the projections by controlling the material and calculations on which they have 
been based. 

I have the following comments to make. 

The main reason for establishing the Account was to ensure that the Organization would have 
available sufficient funds to meet the terminal entitlements of staff members when they left the 
Organization. 

The Account had at the end of 1971 reached $ 10 304 101. By reducing the charge to the 
budget to 6 per cent. and maintaining this, the Account will approximate the accrued liability 
in 1977. 

The motive for establishing the Account was for reasons of "prudent financial management" 
and this is still a valid one. Sound financial management practices indicate the desirability 
of setting aside an appropriate reserve from each year's budget in order to finance firm 
liabilities which accrue currently but will have to be settled only at later, though undetermined 
dates. 

Moreover, apart from the need to meet normal current terminal entitlements, it is important 
to have a terminal payments account as a protection against a financial or political crisis in 
which there might be need for a sharp reduction in staff at a time when the collection of contri-
butions are insufficient to enable the Organization to meet its statutory or contractual 
obligations to the staff. For these or similar reasons some of the other major organizations in 
the United Nations system, including UNESCO, FAO and ILO, have also established terminal payments 
funds or accounts. 

There is, of course, the question of how fast the account should grow. It should be noted 
in this connection that the sooner the account reaches its target, that is, a level which would 
meet the total liabilities for terminal payment, the sooner it will be possible to reduce 
annual charges to the budget while still maintaining the account at that level. As indicated 
above, the present intent is to reach that level by 1977, which does not appear to me to be too 
distant in the future. 

The present plans for building up the fund, including the current charge of 6 per cent, 
appear to me to be reasonable and in accordance with sound financial management practice. 

Oslo, 5 December 1972 

Lars Breie 
External Auditor 
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Annex 

APPENDIX I 

EXTRACT FROM OFFICIAL RECORDS NO. 140 

Annex 13 
ESTABLISHMENT OF A TERMINAL PAYMENTS ACCOUNT 

UNDER FINANCIAL REGULATION 6.6 1 

[EB35/7 — 27 Nov. 1964] 
R E P O R T BY THE D I R E C T O R - G E N E R A L 

1. The Director-General reported to the Executive 
Board at its twenty-first session that, following the 
changes in the Staff Rules that provided for the 
creation of a service benefit for certain categories of 
staff, he had established, under the authority vested 
in him in Financial Regulation 6.6，a special account 
entitled “ Service Benefit Account ”. The Director-
General stated in his report at that time that the 
introduction of a service benefit related to length of 
service and payable on termination would create, 
in time, a considerable liability, and that prudent 
financial management would indicate the desirability 
of financing such liabilities currently by setting aside 
an appropriate reserve from each year's budget. 
The Board noted the Director-General's report in 
resolution EB21.R58. 

2. The Director-General reported2 to the thirty-third 
session of the Board certain amendments to the Staff 
Rules that he had made as a consequence of the agree-
ment among the executive heads of the organizations 
applying the common system of salaries and allowances. 
Among the amendments was tlie suppression of the 
service benefit for expatriate staff from 1 January 1964. 
Instead，all newly appointed staff have as from that 
date been entitled to the repatriation grant. Another 
important change in this connexion was the eligibility 
for the repatriation grant after one year of service 
instead of two years, and the removal of the maximum 
financial limitation, although the maximum time-limit 
was retained. Staff members whose existing contracts 
provide for service benefit continue to receive such 
benefit until they have five years' service time or 
until their contracts are revised. 

3. The revised repatriation grant entitlement will 
create，in time, a considerable liability towards all the 
Organization's staff, irrespective of the source of funds 
f rom which they may be paid, i.e., the regular budget 
of the Organization, the Expanded Programme of 
Technical Assistance, the United Nations Special 
Fund, the various sub-accounts of the Voluntary 
Fund for Health Promotion or trust and reimbursable 
funds. During his total service with WHO, a staff 
member may serve on programmes financed from 

1 See resolution EB35.R20. 
f O f f . Rec. Wld Hlth Org. 132, Annex 20. 

different sources of funds. It is therefore necessary 
to establish a financial procedure which will ensure that 
each programme bears its appropriate share of the 
final payment to the staff member of his terminal 
entitlements, and to accumulate the funds required 
to make such payments. 

4. In order to meet this situation and for the same 
reasons of sound financial management that led to 
the establishment of the Service Benefit Account, the 
Director-General has established a special account 
entitled ‘‘ Terminal Payments Account，’ under the 
authority vested in him in Financial Regulation 6.6， 

which reads as follows : “ Trust Funds, Reserve and 
Special Accounts may be established by .the Director-
General and shall be reported to the Executive 
Board ’，. In accordance with the provisions of this 
regulation, the establishment of the special account is 
hereby reported to the Board. As the need for the 
Service Benefit Account will disappear in time, and 
as it relates to the same type of liability, the Director-
General has incorporated the Service Benefit Account 
in the Terminal Payments Account. This action will 
provide an initial cash balance in the Account, which 
will also continue to meet existing liabilities for 
service benefit. # 

5. The Director-General intends over a period of 
time to build up the Account to a level which would 
meet the total liability for terminal payments and 
thereafter to maintain the Account at that level. 
To this end, he will include in the budget, starting 
in 1967, a provision calculated as a percentage of 
salary (in lieu of provision for the specific terminal 
entitlements), to be transferred to the Account to 
cover current terminal payments and gradually to build 
up the Account. The same procedure would be 
followed for all other programmes, thus ensuring that 
every source of funds provides its appropriate share 
of staff members' terminal payments. The exact 
percentage to be applied will have to be calculated 
on the basis of experience, and will be reviewed f rom 
time to time. The credit balance in the Account at the 
end of any financial year will remain available for 
transfer to subsequent financial years and the status of 
the Account will be reported in the annual Financial 
Report. 
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