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FIFTH ITEM ON THE AGENDA 

Other financial questions 

Programme and Budget for 2016–17: 
Regular budget account and Working 
Capital Fund as at 31 December 2017 

Purpose of the document 

This paper provides information on the position of 2016–17 income and expenditure as at 
31 December 2017. It requests endorsement of the appropriation transfers approved by the 
Chairperson of the Governing Body under delegated authority and also proposes a derogation of 
the Financial Regulations to authorize the transfer of the net premium for 2016–17 to the Building 
and Accommodation Fund to partially finance the renovation of the headquarters building (see the 
draft decisions in paragraphs 8 and 18). 

Relevant strategic objective: Not applicable. 

Main relevant outcome/cross-cutting policy driver: None. 

Policy implications: None. 

Legal implications: None. 

Financial implications: Proposal for a derogation of the Financial Regulations to authorize the transfer of the net premium to 
the Building and Accommodation Fund. 

Follow-up action required: Subject to the decision of the Governing Body, referral to the International Labour Conference. 

Author unit: Office of the Treasurer and Financial Comptroller (TR/CF). 

Related documents: GB.331/PFA/3, GB.332/PFA/3. 
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Financial results for 2016–17 

1. At its 104th Session (June 2015) the International Labour Conference approved an 
expenditure budget for the 2016–17 financial period amounting to US$797,390,000 and an 
income budget for the same amount, which, at the budget rate of exchange for the period 
of 0.95 Swiss francs (CHF) to the US dollar resulted in an income budget of 
CHF757,520,500. This amount was subsequently adjusted to CHF757,529,634 following 
the admission of the Cook Islands and Tonga to membership of the ILO after adoption of 
the income budget of the International Labour Conference. 

2. Under the accrual accounting method and in accordance with the Financial Regulations: 

(a) all contributions due in a financial period are recorded as income in that financial 
period;  

(b) expenditure charged against the appropriations of a financial period consists of 
payments made in respect of goods and services delivered during the financial period 
and amounts due to be paid for such goods and services; and 

(c) the net excess or shortfall of income over expenditure in any complete financial period 
is calculated by deducting budgetary expenditure from budgetary income with a 
provision being made for delays in the payment of contributions amounting to 100 per 
cent of the contributions unpaid at the end of the financial period. 

3. Budgetary income and Swiss franc expenditure are both accounted for in US dollars at the 
budget rate of exchange approved with the budget. The US dollar budgetary income and 
expenditure figures reported herein accordingly result from the conversion of Swiss franc 
income and expenditure into US dollars at the 2016–17 budget rate of exchange of 
0.95 Swiss francs to the US dollar. 

4. Regular budget income and expenditure for 2016–17 are summarized in table 1 of 
Appendix I. 1 Total budgetary income for 2016–17 amounted to $797,399,615. Expenditure 
under Parts I and IV of the budget during 2016–17 amounted to $792,523,390 and 
$3,453,865 respectively. Total expenditure for 2016–17 amounted to $795,977,255. Table 2 
of Appendix I compares 2016–17 expenditure by appropriation items with the approved 
budget. The excess of income over expenditure for the biennium 2016–17, at the budget rate 
of exchange, thus amounted to $1,422,360. When revalued at the rate of exchange in effect 
at the close of the financial period (CHF 0.978 to the US dollar), the excess of income over 
expenditure amounts to $1,381,638. 

5. In accordance with article 18, paragraph 1 of the Financial Regulations, a provision for 
delays in the payment of contributions in the amount of 100 per cent of the outstanding 
contributions at 31 December 2017 has been made. Since the total contributions outstanding 
at 31 December 2017 amounted to CHF165,378,967 as compared with the total contributions 
outstanding at 31 December 2015 of CHF111,459,218, the provision required at 
31 December 2017 was CHF53,919,749 ($55,132,668 at 31 December 2017 rate of 
exchange) more than that which was required at 31 December 2015. Arrears of contributions 
received in 2016 were in the first instance, used to reimburse the borrowings required to 
cover the shortfall of income for the 2014–15 biennium. This reimbursement amounted to 
CHF16,054,238 ($16,415,376 at 31 December 2017 rate of exchange). The net shortfall of 

 

1 Income and expenditure figures for 2016–17 are still subject to audit. 
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income over expenditure for the biennium 2016–17, after adjustments for the reimbursement 
and the provision for delays in the payment of contributions, is $70,166,406 or 
CHF68,622,745. 

6. In accordance with article 21 of the Financial Regulations, the Working Capital Fund was 
drawn upon to finance budgetary expenditure pending receipt of contributions. The balance 
of this Fund standing at CHF35,000,000 was, as a consequence, fully exhausted. The 
Director-General accordingly had recourse to internal borrowing for the balance of the 
shortfall (CHF33,622,745). In accordance with the same article, as of 20 February 2018, the 
arrears of contributions of CHF50,106,364 received in 2018 have been used to reimburse 
fully the internal borrowings (CHF33,622,745) and partially the Working Capital Fund 
(CHF16,483,619). 

Transfers between budget lines 

7. Certain transfers between items were necessary; these are listed in table 4 of Appendix I with 
an explanation of the reason for which they were needed. Under article 16 of the Financial 
Regulations these transfers require Governing Body approval. In accordance with the 
authorization given by the Governing Body at its 331st Session (26 October–9 November 
2017), 2 they were approved by the Chairperson of the Governing Body prior to the closing 
of the 2016–17 accounts, subject to endorsement by the Governing Body at the present 
session. 

Draft decision 

8. In accordance with article 16 of the Financial Regulations, the Governing Body 

approves the transfers between budget items listed in table 4 of Appendix I. 

Working Capital Fund and  
Income Adjustment Account 

9. Analyses of the movements of the Working Capital Fund and the Income Adjustment 
Account, including the composition of miscellaneous income credited to the latter account, 
are provided in Appendix II. 

Position in relation to member States’ 
contributions and to article 13(4)  
of the Constitution 

10. Details of the position at 31 December 2017 in regard to member States’ contributions are 
given in tables 1 and 2 of Appendix III. Table 2 shows that, on 31 December 2017, the 
arrears of contributions of Antigua and Barbuda, Comoros, Djibouti, Dominica, Equatorial 
Guinea, Gabon, Gambia, Grenada, Guinea-Bissau, Libya, Sao Tome and Principe, Sierra 
Leone, Solomon Islands, Somalia, South Sudan, Tajikistan and Bolivarian Republic of 
Venezuela equalled or exceeded the amount of the contributions due from them for the past 
two full years (2015–16). Each of these member States had therefore lost the right to vote in 

 

2 GB.331/PFA/3. 
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accordance with the provisions of paragraph 4 of article 13 of the Constitution of the 
Organisation. 

11. Armenia, Azerbaijan, Central African Republic, Georgia, Iraq, Kazakhstan, Kyrgyzstan, 
Republic of Moldova, Paraguay, Ukraine and Uzbekistan who had previously lost the right 
to vote have been permitted to vote in accordance with paragraph 4 of article 13 of the 
Constitution of the Organisation under financial arrangements approved by the International 
Labour Conference at its 93rd (2005) for Armenia, 95th (2006) for Azerbaijan, 97th (2008) 
for Central African Republic, 93rd (2005) for Georgia, 97th (2008) for Iraq, 88th (2000) for 
Kazakhstan, 106th (2017) for Kyrgyzstan, 93rd (2005) for Republic of Moldova, 
102nd (2013) for Paraguay, 99th (2010) for Ukraine and 104th (2015) for Uzbekistan. 

Treatment of the net premium 2016–17 

12. The Governing Body may wish to consider proposing a derogation from the Financial 
Regulations to enable unforeseen gains of CHF12,456,908 arising from the operation of the 
Swiss franc assessment system, to be transferred to the Building and Accommodation Fund 
as an indirect contribution by member States towards the cost of completing the 
refurbishment of the ILO headquarters building. 

13. The Governing Body will no doubt recall the decision of the International Labour 
Conference in June 2008 and in June 2010 to approve a similar derogation authorizing the 
transfer of some CHF32 million arising in 2006–07 and some CHF15 million arising in 
2008–09 of net premium to the Building and Accommodation Fund (BAF). 

14. In June 1989, the International Labour Conference decided to introduce a system of Swiss 
franc assessments combined with the forward purchasing of the biennial dollar requirements 
to avoid the disruptive effects on the implementation of the Organization’s approved 
programme and budget and unforeseeable and major increases in member States’ assessed 
contributions. The Conference also decided that the “net premium” earned from forward 
purchasing of the dollar requirements would be distributed in the ratio of one-half to member 
States and one-half to the incentive scheme for the early payment of member States’ 
contributions. The net premium earned consists of the difference between the spot rate at the 
date of entering into the forward purchase contracts and the actual exchange rate paid due to 
the interest rate differentials between the US dollar and Swiss franc after allowing for any 
gains or losses from the operation of the Swiss franc assessment system. Since its 
introduction for the 1990–91 biennium, the system has generated net premiums in favour of 
member States totalling CHF144 million. 

15. The amount of the net premium for the 2016–17 financial period, subject to completion of 
the biennial audit, is CHF12,456,908. Should the amount of the net premium change during 
the final stages of the biennial close, amendments would be made to any decisions taken by 
the Governing Body related to the current proposal. Should member States agree to forego 
their share of the net premium earned during 2016–17 and agree to its transfer to the BAF 
the financing requirements for Phase 2 of the refurbishment of the headquarters building 
described in document GB.332/PFA/3 would be reduced. 

16. The transfer of the net premium to the BAF would be an important part of the total financing 
plan and represent a contribution, albeit indirect, by member States.  

17. Such a decision would require a derogation of article 11.5 of the Financial Regulations by 
the International Labour Conference and would apply only in respect of the net premium 
earned in 2016–17. The resolution proposed below is consistent with the text approved by 
the Conference in 2008 and 2010. 
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Draft decision 

18. The Governing Body proposes to the 107th Session (June 2018) of the 

International Labour Conference that, in derogation of article 11.5 of the 

Financial Regulations, the 2016–17 net premium earned of CHF12,456,908 be 

credited to the Building and Accommodation Fund to finance partially the 

refurbishment of the headquarters building and that it adopt a resolution in the 

following terms: 

The General Conference of the International Labour Organization, 

Noting that the operation of the Swiss franc assessment system has resulted in a net 

premium earned of 12,456,908 Swiss francs in the 2016–17 biennium, 

Decides, in derogation of article 11.5 of the Financial Regulations, to transfer the full 

amount of the net premium earned amounting to 12,456,908 Swiss francs to the 

Building and Accommodation Fund, and that the one-half share of the net premium 

earned during 2016–17, amounting to 6,228,454 Swiss francs that would have been 

distributed to member States through the Incentive Fund, be recognized as a payment 

in advance by each member State for their respective share of any future assessments 

that may be made upon them for the purposes of renovating the headquarters building. 
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Table 2. Status of regular budget appropriations for the financial period 2016–17  
(in thousands of United States dollars) 

 

Table 3. Additional 2016–17 expenditure items approved by the Governing Body 

Governing Body sessions Description of items Amount in US dollars

323rd (March 2015) 
(GB.323/INS/5) 

Standards Review Mechanism 707 200 1

324th (June 2015) 
(GB.324/INS/7/3) 

Ad Hoc Tripartite Maritime Committee 224 500 1

325th (October 2015) 
(GB.325/INS/2(Add.2)) 

Meeting of Experts on Violence against Women and Men  
in the World of Work 

327 000 1

325th (October 2015) 
(GB.325/INS/8(Add.)) 

ILO representative’s presence in Guatemala 882 000 1

325th (October 2015) 
(GB.325/INS/9(Add.)) 

Tripartite mission to Fiji 63 750 1

325th (October 2015) 
(GB.325/INS/10(Add.)) 

High-level tripartite visit to Qatar 25 550 1

326th (March 2016) 
(GB.326/POL/2) 

Tripartite meeting of experts to develop guidance on fair recruitment 153 300 1

326th (March 2016) 
(GB.326/POL/8) 

Review of the Tripartite Declaration of Principles concerning 
Multinational Enterprises and Social Policy 

358 000 1

326th (March 2016) 
(GB.326/INS/12(Add.)) 

Streamline and render more efficient the Committee on Freedom of 
Association’s work 

99 850 1

326th (March 2016) 
(GB.326/LILS/6) 

Meeting of the Working Group of the Special Tripartite Committee 
established under the Maritime Labour Convention, 2006 

103 100 1

326th (March 2016) 
(GB.326/INS/14/Add.(Rev.)) 

Tripartite Technical Meeting on the Access of Refugees and other 
Forcibly Displaced Persons to the Labour Market 

210 000 2

Appropriation Transfers
Revised 

Appropriation
Expenditure

Part I .  Ordinary budget

   A. Policy–making organs 54 757 -940 53 817 51 562

   B. Policy outcomes 634 829 -777 634 052 632 191

   C. Management services 63 431 2 946 66 377 66 377

   D. Other budgetary provisions 46 567 -1 229 45 338 42 393

Adjustment for staff turnover -6 523 0 -6 523 0

Total Part I  793 061 0 793 061 792 523

Part I I . Unforeseen expenditure

Unforeseen expenditure 875 0 875 –

Part I I I . Working Capital Fund

Working Capital Fund – 0 – –

Part IV. Institutional investments and extraordinary items

Institutional investments and extraordinary items 3 454 0 3 454 3 454

Total Parts I–IV 797 390 0 797 390 795 977

Total 2014–15 801 260 789 665
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Governing Body sessions Description of items Amount in US dollars

328th (October 2016) 
(GB.328/INS/5/1(Add.)) 

Tripartite Meeting of Experts to identify possible action to promote 
decent work and protection of fundamental principles and rights at 
work for workers in export processing zones (EPZs) 

227 000 3

 Total 3 381 250  

1 To be financed in the first instance from savings in Part I of the budget, or failing that, through Part II. 2 Funded by the postponement of one sectoral meeting 
to the 2018–19 biennium. 3 Funded by uncommitted resources available for sectoral meetings and related activities this biennium. 

Table 4. Transfer between budget items approved by the Chairperson of the Governing Body 

Item to which transfer is proposed  (in US dollars) 

   
Part I. Ordinary budget   
C.   Management Services  2 946 216 
   
The Office has regularly reported to the Governing Body as part of the reform agenda that 
it has invested in the Business Process Review (BPR). The investment has been financed 
from savings accruing to the regular budget including from the BPR itself. Results of the 
reform agenda have directly contributed to the redeployment of resources towards regional 
and technical activities in successive programme and budgets as well as enabling a shift 
from administrative to technical and analytical work within individual programmes. In 
addition, opportunities for efficiency gains have been identified and implemented in the 
Office through this process. The proposed transfer covers the cost of BPR activities that 
could not be absorbed within this appropriation line but can be covered from savings under 
other appropriations. 

  

   
Item from which transfers are proposed   
   
Part I. Ordinary budget   
It is proposed that the amount of $2,946,216 required to cover the expenditure referred to 
above, be transferred proportionately from those items which show budgetary savings for 
the biennium, viz.: 

  

   
A.   Policy making organs  940 593 
B.   Policy outcomes  776 753 
D.   Other budgetary provisions  1 228 870 
   

 

 Signed and approved,  
 

Luc Cortebeeck 
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Appendix II 

Working Capital Fund and Income Adjustment Account  
(in Swiss francs) (unaudited) 

 Working Capital Fund    Income Adjustment 
Amount 

Balance as at 1 January 2016 18 945 762 61 347 567 

       

Reimbursement of 2014–15 deficit 1 16 054 238   – 

      

Miscellaneous income      

Interest income:      

On Working Capital Fund    324 713  

On temporary cash surplus   219 500  

Other interest   652 703  

     1 196 916 

      

Bank charges    (1 339 924)  

     

Net gain (loss) on exchange   (1 527 464)  

     

Other miscellaneous income   1 527 268  

    (1 340 121) 

      

Balance before financing of deficit 35 000 000   61 204 362 

     

Financing of 2016–17 deficit 2 (35 000 000)   (33 622 745) 

     

Balance as at 31 December 2017 –   27 581 617 

      

1 Deficit of CHF16,054,238 or $16,200,038 valued at the UN rate of exchange in December 2015.   2 Deficit of CHF68,622,745 or $70,166,406 valued 
at the UN rate of exchange in December 2017. 

 
– 
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