1 November 1955

DRAFT. REPORT OF'THE BUDGET. WORKING PARTY

1. In accordance with its terms of reference .the Working Party considered
the Report of the Audit of the 1954 Accounts (I/422/Add.l), ‘the Report by
the Executive Sepretary on the Financing of the 1955.Budget (1L/422) as well
as the proposals for the-Budget for 1956 (L/423) and submits the following

) recemmendations to the CONTRACTING PARTIES:

s 2o

O AUDI'I‘ ACCOUNTS FOR 1954

2. The Working Party examined the accounts for 1954 as well as the Report
of the Audit and the additional information- supplied by the. Executive
Secretary in L/422. It noted with satisfaction that the arrears on current
contributions at the end of the year accounted for. a smaller percentage

of the assessment than in 1953- ’

,;Qr' . The Working Party recommends to the CONTRACTING EART1§§ to approve
' the audited accounte for 1954. . '

II. REPORT ON THE FINANCING OF THE 1955 BUDGET

4;“*a.The Wbrking Party examined the financial administration ot the
‘Becretariat on the basis of the data contained in the Executive Secratary's
-“pgport and of estimates of expenditure during the first nine months of 1955.

The Working Party noted that,as a result of. hon-recurrent, requirements but

also of a general increase in the workload of the secretarist,. the actual -
expenditure in 1955 is expected to exceed by about 30 per: cent the expenditure
inourred in 1954 aend that, for some budget. items, expenditure exceeded or -

is expected to exceed;- budget appropriations In order to meet such excess .

of expenditure, the Exécutive Secretary. reported that ‘he will be obliged to

use up the original‘appropriation for- Unforeseen Expenditure and to use part

of ithe additional appropriation voted by: the CONTRACTING PARTIES in March 1955.
The Wbrking Party-is satisfiod that tho drawing on the provisions for unforeseen
expenditure was justified by the ecircumstances and notes that, thanks to

savings on some budget items, total. expenditure will remain within the origdnal
budget estimates.. o ”“w..(r L TR

__.5- : The Working Party considered .in. this connection, that recourse to the

provision for. unroreseon ‘would" have been unnecessary to .a large oxtent; if .

the ‘powers of transfer enjoyed by tho Exocutive Secretary wore ex%ended to 2
enable him to transfer from one budget sec¢tion to. another, but came to the\ b
conclusion that it would not be adv1sable to change the existing rules .at:
this Sossion. % T : oy _ngpyui”
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6+ The Working Party noted that by S~ * ~l:cr 1955, 91.52 per cent cf the

“i"current contributions assested were rcvitted, that the: contribution for

Cuba’ has been received since that date and that the. contributions from
Chlle, Italy and Paklstan are expected bern“e t“p Vnd of the: yean.

7.  Although the position regarding contributions appears satisfactory, on
the whole, the Working Party wishos to’'draw the attention of the CONTRACTING
PARTIES to the failure of the Uruguayan Government to meet its financial
obligation towards the GATT. Since it became = contracting party, U:m-usy has |
not paid any of its contributions and has also failed.to reinburse its share

. of thé expenscs of the Anncecy and Torquay Tariff Conferences. The Working
Party rocommends that the CONTRACTING: PARTIES instruct the Executive Soccretary
to sond a formal communication on thoir behalf, to the Uruguayan Government,
indicating their concern at the failurc- of Uruguay to meet its financial
obligations and expressing the hope that all arrears would bo paid before

- the. CONTRACTING PARTTES moot. noxt_year._m .

4

8¢~ - Finally -thc Working Party recommends TR tho CONTRAGTING‘PARTIES to

authorize tho Exccutive Secretary to transfer at the end of 1955 the
arrears of contributions for the flnan01al year 1954 whlch may remain
outstanding at that date.

S ——

fIII.'-ESTIMATES OF EXPENDITURE FOR 1956

v9-- “The . Wbrklng Party comparod the estimates of oxpendlturo for 1956 sub-
uimitted by the Executive Secretary with the 1955 budget and the -actual expond-
iture for:1954. 1In the light of .additional information given -orally hy the
. secretariat, the Wbrklng Party noted.that the proposed budgot appropriations
. for:1956 1nvolved a figurs about 5 per cent ‘higher than the 1955 Budgst
- dstimates .ds originally. approvad but: sllghtly lower than the cstlmates as
rev1sed 1n March 1955.. SR : e
o 24w 5 . .
10.: As a result of it8 examlnatlon.of the estlmates for-expondlture the
Wbrklng Party concluded that the.agssumpbions on which the Executive Secretary's|
proposals were based were reasonable and decided to recommend to the. ¢
CONTRACTING PARTIES the adoption without change of the estimatos contalned '
in Annex A. "
.4ll~ The Working Party-did not oxasmine ‘Annex D to.the Budget proposals as this
annex was circulated. to the:CONTRACTING PARTIES. for information. In view,
howsever, of the remark made regarding the advantages of setting up Liaison
. Officors in Washington, -Bahgkok and Santiago before the.0TC begins its
oporaﬁion, the Working Party wishes to point out that such a decision would
involve & minimum additional expenditure of $ 46.000.
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IV. 1NCOME BUDGET FOR 1956

12

#. The Working Party agreed with the suggestions made by the Ixecutive
Secretary regarding the financing of the 1956 budgoet: - .It .considored that it
would be appropriate to draw a substantial amount from the cash reservo to

- avoid the need for a substantial inerease of the contributions for next. yegr

It wishes, howocvor, to point out that it is highly improbable that any such
drawing could ba contomplatod for 1957 and that contracting parties should,
whon nocessary, takc appropriatc mecasurocs to eonablo them to incroasc thoir

-contribution to the .exponses of tho GATT.

s .
éi As regards tho Unitod Statos contribution for 1956 the Working Party
took note of a statement by the Unitod Statos representativo to tho offoct
that authorlty has already been obtained for the payment of a contribution
amounting to $ 60,000 as in previous yoars but that tho paymont: of any amount
in axcess.of that flguro was subJoct to furthor government approval-

ig The Wbrklng Party thorofore rocommonds that the Budget for 1956 be
financod as follows:
- Dollars

1. . 1956 contributions, 118 units at $3,250 eseeesssese.s 383,500
: 2. Miscell&noous Incomo o-----uo-.oc’vo--vo-oc‘a-.nooco'-co 7’300

3.. Transfor from the Cash Roserve iecceseensesrssiaesesss 58,000

V. DESPOSAL OF THE 1955 SURPLUS
s
. Tho WOrking Party agrood to dlSpOSO of the 1955 surplus as in precoding

years, as suggested in paragraph 10 of the Executive Socretary's ‘note (L/423)
..and-noted that, in tho viow of tho Executive Secrctary thero would be serious
"risks in bringing the level of the Cash Rescrve below the figure of $ 1704000
- which that Reserve would reach if tho recommendations contalnod 1n the Report
are approved by .the CONTR“CTING PARTIES.

VI. ~ SCALE OF.CONTRIBUTIONS

[fi&-' ' The Ubrking Party considered suggestions made by the South African and

other represcntativos rogarding tho dosirability of adjusting the ‘scale of
contributions in tho light of changos in tho participation of the various
contracting parties in world trade. It exemincd, in particular, the secale
which would result from the adoption of the, trade figures which were taken
as a basis for the rGV1sion of annex H of tho Goneral fAgreement. It -came
to the conclusion that the substitution of the average foroign ‘trade data
for the period 1949-1953 for the average botween trade in 1938 and trade

in 1946, which is the presont basis, would remove certain anomalies but
introduce more serious unbalance in the apportionment of the expenscs amnng

-the contracting parties. In order to arrive at a more equitable distribution,

it appears necessary to reviso, not only the reference panel, but also tho

main principles on which the scale of contribution is basods - As this review
could not be achicved at this Session, the Working Party rocommends that the
scale of contribution for 1956 should romain the samo as in previous yoarsg/.



VI. OTHER QUESTIONS

17. The Working Party notod that thc Executive Secretary intends
- i with the Secretury-Gencral of the United Nations for the auditing o
.7 1955 accounts by the United Nations Internal Audit Service and for ¢
~."mission to the CONTRACTING PARTIES ;of the audit report, in accordant
= *"thé declsldn tdken in 1952 by the CONTRACTING PHRTIES. -

T 18- The Wbrking Party discussed the proposed arrangements for a GA
training programmc for young officials holding UNTiA scholarships (L,
It wolcomed the schome which would enable young officials of contract
parties to GATT to familiarizeo thomselves in the GATT secretariat witl
important questions doalt with in the framework of the General Agreen
on Tariffs and Trade. It noted that the United Nations Technical Adm

* tration has accopted to grant a limited numbor of fellowships to suit
qualified candidatcs nominated by governments. The Working Party fel
although this scheme did not involve direct financial responsibility 1
tho CONTRACTING PARTIES, from an administrative point of view it woulc
an additional burden on the actual resourccs of the sccretariat and it
welcomes tho assurance given by the Doputy Exccutive Secrotary that th

-~ limited number of followships contemplated would not create difficulti
for tho socretariat. Tho Working Party rocommends that the scheme be
into effect on an experimental basis for 1956 and that the Executive
Secretary should be requested to submit a full report before the next ¢
It would then be ‘possible for the CONTRACTING PARTIES to consider the

" practical value of the scheme and to decide whether the benefits it pro

- would justify the continuation or the expansion of the scheme. As the -
limit fixed by the United Nations Technical Assistance .dministratien f¢
the submission of candidatures may meke it difficult for governments to
until the CONTRaACTING PARTIES have takon a decision at the Eleventh Sess
it is suggested that the Intorsessional Committee might be empowered to
roeceive the report by the Executive Sccretary. If the Committee.is prep
to recommend the continuation of the scheme the Executive Secretary woulc
be authorized to communicate with governments with a view to obtaining
nominations, on the understanding that any action would be subject to
confirmation by tho CONTRACTING PARTIES.

19. The Working Party considered the difficulties to which the admissio;
of the staff of the secretariat to the United Nations Joint Staff Pension
Fund has given rise in view of the uncertainty regarding the setting up of
tho OTC. The main difficulty results from the fact that the staff is
entitled to participate in the Fund as officials of the ICITO and that, if
the: ICITO is disbanded when the OTC is set up, ‘there would be no legal
basis for their continucd participation until such time as the OTC is broug
into relationshiplwlth thg United Nations as a specializcd agency. Unless
the Genoral Assembly of the Unitcd Nations finds a practical method by whic
the Pension Boar@’wbuld authorize-the ICITO officials to remain members of
tho Fund during the interim period, the application of the Pénsion Fund
Regulations might involve either liabilities for the staff or a contingent
liebility for the govermment parties to the GATT. Although it is difficult

- to assess the magnitude of that liability, an -estimate made by the secretari
indicates that it might amount to about # 45 to 50,000.
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20. The Working Party n~grucd thnt it would not be qdviéaﬁie for the Exccutive
Socretary to conclude an agreement with the Pensjon Board unless the legitimate

© rights- or'the ‘Staf? MMbeTs “are duly_aafeguarded-, On the other hand, the

postponemont ‘of a décision in this respect would be unsatisfactory, as in

the casc of death or disability. of a member of tho staff the governments
would bo required to:grant the bencfits provided. in the Staff Rogulations

if tho death or disability is attributable to conditions of employment. as

thore is no provision in tho budgot for such purpose it would be necessary

to obtain additional contributions from tho governments to cover this
liability. If doath or disability does not involve employers liabilitios
therc might be a moral responsibility for tho govermnments to makc compassionate

.payments.

[:21- Taking all the factors into account, tho Working Party recommends that

tho CONTRACTING Pi4RTISS instruct the Exocutive Sccretary to pursue its dis-
cussions with tho Ponsion Board and to rocach an agreoment for an early
affiliation of thc staff to tho Unitced Nations Joint Staff Ponsion Fund, on
the understanding that the CONTRACTING PRARTIES would give the necessary
instructions to their dolegates to the United Nations Assembly to find a
practical solution to the difficulties outlinod in paragraph 17 above and
that, if nocessary, the Exccutive Socrotary would bo authorized to bring up
the mathematical reserve to the level adcquate to cover the acquired rights
of the staff members transforred to the OTC. Accordingly, the Working Party
submits to the CONTRACTING P.RTIES the following Rosolution:

CONSIDERING the desirability of providing for the staff of the
secrotariat benefits corresponding to tho contributions paid by them
and by the governmonts sinco 1948,

the CONTRACTING P.RTIES

NOTE with satisfaction thc resolution adobted by the United Nations
assembly on 4 Docembor 1954 which cnables the staff of ths secretariat
to join the Unitod Nations Joint Staff Ponsion Fund;

RECOMMEND that the Bxecutive Sccretary resume his discussions
with the United Nations Ponsion Board with a view to an carly admission
of tho staff of the secretariat to the United Nations Joint Staff
Pension Fund;

INVITE the Exocutive Scecreotary to discuss with the Ponsion Fund
the questions which would arise if, by virtue of the setting up of the
OTC, the staff would cease to be entitlod to remain members of the
United Nations Staff Pension Fund;

and AGREE that, if in such a caso, tho amounts transferred by the
Unitod Nations Joint Staff Pension Fund to the sccrotariat is less than
the mathomatical resorve ncocessary to cover the rights acquired by tho
staff transforred to the OTC, tho Exocutive Secretary would be authorized
to bring that resorve to tho required level by transferring to it any
available balance of the ISBF and, if necessary, amounts drawn from the
Cash Roserve/
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' VII. CONCLUSION

22.°  The Working Party submits to the CONTR.CTING PARTIES for consideration
snd approval a draft rosolution on the expenditurg.of the CONTRACTING PARTTLS
in 1956 and ways gnd means to moet such oxponditureg. '

. Points for decision: - Paragraph 3
: - Paragraph 8
Paragraph ‘14
Paragraph 16 °
Paregraph 18
Paragraph 21
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DRAFT RESOLUTION ON THE EXPENDITURE OF THE CONTR.CTING P.RTIES
IN 1956 AND THE W.YS AND MEANS TO MiuT SUCH EXPENDITURE

The CONTR.CTING P.ARTIES

HAVING CONSIDERED thc estimates of oxpenditure of the CONTR.ACTING PaARTINS
during 1956, as set forth in the Schedulcs annexcd to this Resolution,

RESOLVE that:

1.

2.

4.

5.

The Exccutive Scecretary is authorized to repay promptly ICITO for
services rondorod during the year 1956, provided that such repayment
does not exceed a total of US § 448,800.00.

The repayment referred to in paragraph 1 shall be financed as
follows:

(a) by contributions from contracting parties for an amount
of US $ 383,500.00;

(b) by miscellancous income estimated at US $ 7,300.00;

(¢) by the transfer of an amount of US § 58,000.00 from
the Reserve set up on 27 November 1950.

Any cash balance as at 31 December 1955 not otherwise assigned

in accordance with this Resolution or former resolutions of the
CONTR.CTING P.LRTIES, as well as payments of outstanding contri-
butions and other receivables which may be roceived in 1956,

shall be left at thc disposal of the Executive Secretary for use

as approved by the CONTR.CTING PARTIES, provided that such approval
shall not be necessary to finance approved expenditure in 1956
pending receipt of contributionse.

The Exccutive Secrctary shall report to the CONTRACTING P.RTIHES
at the Eleventh Session on tho status of budgetary expenditure
including all commitments ontered into to mcot unforeseen and
cextraordinary expenses.

The contributions of the contracting parties in 1956 shall be
assessed in accordance with the scalc of contributions set
forth in Linnex C to this Resolution. Contributions from present
contracting perties arc considerod as due and payable in full as
from 1 January 1956. In the case of an accoding govermment tho
contribution is considercd as due and payablec in full as from

1 January 1956 or tho dato on which this govornment becomes a
contracting party, whichover is thoc later.



