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Programme and Budget for 2018–19: Regular
budget account and Working Capital Fund
as at 31 December 2019
Purpose of the document
This document provides information on the position of 2018–19 income and expenditure as at
31 December 2019. It proposes a derogation from the Financial Regulations to authorize the Office to
retain CHF7,000,000 from the 2018–19 net premium to increase the level of the Working Capital Fund (see
the draft decision in paragraph 20).
Relevant strategic objective: Not applicable.
Main relevant outcome: None.
Policy implications: None.
Legal implications: None.
Financial implications: Proposal for a derogation from the Financial Regulations to authorize the Office
to retain CHF7,000,000 out of one half of the net premium to increase the level of the Working Capital
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: ILC.80 Record of Proceedings; GB.254/PFA/2/1; Financial Regulations.
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documents issued in-session are printed in limited numbers and distributed to Governing Body members. All Governing Body documents are available
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 Financial results for 2018–19
At its 106th Session (2017), the International Labour Conference approved an
expenditure budget for the 2018–19 financial period of US$784,120,000 and an income
budget of the same amount. At the budget rate of exchange for the 2018–19 period of
0.97 Swiss francs to the United States (US) dollar, this resulted in an income budget of
CHF760,596,400.
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.

Budgetary income and Swiss franc expenditure are both recorded in US dollars at the
budget rate of exchange that was approved with the budget. The US dollar budgetary
income and expenditure figures reported in this document therefore result from the
conversion of Swiss franc income and expenditure into US dollars at the 2018–19 budget
rate of exchange of 0.97 Swiss francs to the US dollar.
Regular budget income and expenditure for 2018–19 are summarized in table 1 of
Appendix I. Total budgetary income for 2018–19 was $784,120,000. Expenditure under
Parts I and IV of the budget in 2018–19 was $780,684,850 and $3,428,014, respectively.
Total expenditure for 2018–19 was $784,112,864. Table 2 of Appendix I compares 2018–
19 expenditure by appropriation item with the approved budget. The excess of income
over expenditure for the 2018–19 biennium amounted to $7,136 at the budget rate of
exchange. When revalued at the rate of exchange in effect at the close of the financial
period (0.975 Swiss francs to the US dollar), the excess of income over expenditure
amounts to $7,099.
In accordance with article 18(1) of the Financial Regulations, a provision of 100 per cent
of the outstanding contributions as at 31 December 2019 has been made for delays in
the payment of contributions. Since the total contributions outstanding as at 31
December 2019 amounted to CHF171,267,413, compared with the total contributions
outstanding as at 31 December 2017 of CHF165,378,967, the provision required on 31
December 2019 exceeded the provision required on 31 December 2017 by CHF5,888,446
($6,039,432 at the 31 December 2019 rate of exchange). Contributions in arrears that
were received in 2018 were used in the first instance to reimburse the borrowings
required to cover the shortfall of income for the 2016–17 biennium. This reimbursement
amounted to CHF68,622,745 ($70,382,303 at the 31 December 2019 rate of exchange).
The net shortfall of income over expenditure for the 2018–19 biennium, after
adjustments for the reimbursement and the provision for delays in the payment of
contributions, is $76,414,636 or CHF74,504,270.
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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, which stood at CHF35,000,000, was fully exhausted as a
consequence. The Director-General had recourse to internal borrowing for the balance
of the shortfall (CHF39,504,270). In accordance with the same article, the arrears of
contributions received in 2020 have been used to reimburse fully the internal borrowing
and the Working Capital Fund.

 Transfers between budget lines
As expenditure in respect of each item did not exceed the amount appropriated in the
2018–19 budget, no transfers between items were necessary.

 Working Capital Fund and Income Adjustment Account
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
Details of the position as at 31 December 2019 with regard to Member States’
contributions are given in tables 1 and 2 of Appendix III. Table 2 shows that, on
31 December 2019, the arrears of Chad, the Comoros, Dominica, Gabon, the Gambia,
Grenada, Guinea-Bissau, Sao Tome and Principe, the Solomon Islands, South Sudan,
Tajikistan, the Bolivarian Republic of Venezuela and Yemen equalled or exceeded the
amount of the contributions due from them for the past two full years (2017–18). Each
of these Member States therefore lost the right to vote in accordance with article 13(4)
of the ILO Constitution.
The following countries which had previously lost the right to vote were permitted to
vote in accordance with article 13(4) of the ILO Constitution under financial
arrangements approved by the International Labour Conference at various sessions:

 Azerbaijan: 95th Session (2006),
 Central African Republic: 97th Session (2008),
 Iraq: 97th Session (2008),
 Kazakhstan: 88th Session (2000),
 Kyrgyzstan: 106th Session (2017),
 Republic of Moldova: 93rd Session (2005),
 Paraguay: 102nd Session (2013),
 Sierra Leone: 108th Session (2019),
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 Somalia: 108th Session (2019),
 Ukraine: 99th Session (2010) and
 Uzbekistan: 104th Session (2015).

 Treatment of the net premium for 2018–19
In June 1989, the International Labour Conference decided to introduce a system of
Swiss franc assessments, which included forward purchasing of the biennial dollar
requirements, both to avoid disruptive effects on the implementation of the
Organization’s approved programme and budget and to avoid unforeseeable major
increases in Member States’ assessed contributions. The Conference also decided that
one half of the “net premium” earned from forward purchasing of the dollar
requirements would be distributed to Member States and the other half to the incentive
scheme for the early payment of Member States’ contributions.
The net premium consists of the difference between the spot rate on the date of entry
into the forward-purchase contracts and the actual exchange rate paid due to the
interest rate differentials between the US dollar and Swiss franc, and 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 CHF145,000,000. Operations of the Swiss franc assessment scheme during the
2018–19 financial period generated a net premium of some $15,078,844, representing
CHF14,701,872 at the United Nations year-end rate of 0.975 Swiss francs to the US dollar.
However, as reported in paragraphs 5 and 6 above, the 2018–19 financial period ended
with a deficit due to arrears in contributions from Member States, and the Working
Capital Fund was drawn upon to finance budgetary expenditure pending receipt of
contributions.
The Governing Body’s attention is drawn to the fact that, in accordance with article 19(2)
of the Financial Regulations, the established nominal level of the Working Capital Fund
is fixed by the Conference. The current level of CHF35,000,000 was set by the Conference
at its 80th Session (1993) 1 based on a recommendation from the Governing Body at its
254th Session (November 1992). 2 No adjustments have been made since 1993.
At the time the current level was established in 1993, the Working Capital Fund was
approximately 5.6 per cent of the approved income budget of the 1992–93 biennium.
For the approved income budget of the 2018–19 biennium, however, this proportion has
fallen to 4.6 per cent.
As shown in the graph below, in the past five biennia, the Working Capital Fund was
either partially used or fully exhausted in order to finance the biennium-end net deficit
caused by the ongoing budgetary expenditure pending receipt of contributions. When
the Working Capital Fund was fully exhausted, the remaining deficit was financed by
internal borrowing. Due to increased delays in the payment of contributions, the gap

1

Resolution concerning the Working Capital Fund, Record of Proceedings, ILC.80.

2

GB.254/PFA/2/1.
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between the net deficit and the Working Capital Fund has increased in the past two
biennia.
 Figure.

Biennium-end net deficit and use of Working Capital Fund

As the arrears of contributions received in the subsequent year are used to reimburse
internal borrowings first, then the Working Capital Fund, there is a rolling effect of a
shortage of cash from one biennium to another, as described in paragraph 6 above and
shown in Appendix II to this document. This is considered to be an ongoing risk for the
long-term stability of the Office’s financial situation.
Considering the historical background and the current level of the Working Capital Fund,
and the increasing gap between it and the net deficit caused by delays in the payment
of contributions, the Governing Body may wish to recommend that the Conference
authorize an exceptional derogation from the Financial Regulations to transfer a fixed
amount of CHF7,000,000 from 50 per cent of the unanticipated gains arising from the
net premium generated in the 2018–19 financial period to the Working Capital Fund. This
would bring the level of the Fund to CHF42,000,000 and its proportion of the approved
income budget of the 2020–21 biennium to 5.3 per cent, closer to the initial ratio of 5.6
per cent in 1993. The remaining CHF350,936 from this part would be distributed to
Member States in accordance with the provisions of article 11(7) of the Financial
Regulations.
Such a decision would require the International Labour Conference to authorize a
derogation from article 11(5) of the Financial Regulations, which would apply only in
respect of the net premium earned in 2018–19.

 Draft decision
The Governing Body proposed, by correspondence, to the 109th Session (2021) of
the International Labour Conference that it decide, in derogation of article 11(5) of
the Financial Regulations, that, out of the one half of the 2018–19 net premium of
CHF14,701,872 that was not distributed through the Incentive Fund, amounting to
CHF7,350,936, a fixed amount of CHF7,000,000 be retained by the Office and
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transferred to the Working Capital Fund, thus bringing its level to CHF42,000,000,
and that the remaining amount of CHF350,936 be distributed to Member States in
accordance with the provisions of article 11(7) of the Financial Regulations.
Accordingly, the Governing Body proposed that the Conference adopt the following
resolution:
The General Conference of the International Labour Organisation,
Noting that the operation of the Swiss franc assessment system resulted in a net
premium of CHF14,701,872 in the 2018–19 biennium,
Decided, in derogation of article 11(5) of the Financial Regulations, that out of one half of
the 2018–19 net premium earned amounting to CHF7,350,936 that is not distributed
through the Incentive Fund, a fixed amount of CHF7,000,000 be retained by the Office
and transferred to the Working Capital Fund, thus bringing its level to CHF42,000,000,
and the remaining amount of CHF350,936 be distributed to Member States in
accordance with the provisions of the article 11(7) of the Financial Regulations.

 Table 1.

Regular budget income and expenditure for the financial period 2018–19 1 (audited)
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 Table 2.

Status of regular budget appropriations for the financial period 2018–19
(in thousands of United States dollars)
Appropriation

Part I.

Ordinary budget

A.

Policymaking organs

B.

Policy outcomes

C.
D.

52 384

51 969

625 911

621 450

Management services

62 484

62 328

Other budgetary provisions

45 458

44 070

Adjustment for staff turnover

(6 420)

-

779 817

779 817

875

868

Total Part I
Part II.

Expenditure

1

Unforeseen expenditure
Unforeseen expenditure

Part III.

Working Capital Fund
Working Capital Fund

Part IV.

Institutional investments and extraordinary items
Institutional investments and extraordinary items

1

3 428

3 428

Total Parts I–IV

784 120

784 113

Total 2016–17

797 390

795 977

Unforeseen expenditure amounting to some $868,000 are comprised of the implementation of additional expenditure items for
the Standards Initiative that could not be absorbed under Part I and were charged against Part II in accordance with the decisions
taken by the Governing Body in October–November 2017 (GB.331/INS/5 and GB.331/LILS/2(Add.))
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 Table 3.

Additional 2018–19 expenditure items approved by the Governing Body 1
Amount in
US$

Governing Body session

Description of item

331st (October–November 2017)
(GB.331/INS/5)

The Standards Initiative: Implementing the work plan for
strengthening the supervisory system

420 000

331st (October–November 2017)
(GB.331/LILS/2(Add.))

The Standards Initiative: Report of the third meeting of the
Standards Review Mechanism Tripartite Working Group

795 200

331st (October–November 2017)
(GB.331/INS/12(Add.))

ILO representative’s presence in Guatemala

872 400

331st (October–November 2017)
(GB.331/INS/14(Rev.))

ILO high-level mission to the Bolivarian Republic of
Venezuela

332nd (March 2018)
(GB.332/INS/10(Add.))

Commission of Inquiry concerning the Bolivarian Republic
of Venezuela

333rd (June 2018)
(GB.333/INS/4(Rev.))

Tripartite mission to Guatemala

334th (October–November 2018) Doubling of the cost-sharing contribution to the Resident
(GB.334/INS/4)
Coordinator system for 2019
334th (October–November 2018) Arrangements for the 14th African Regional Meeting:
(GB.334/INS/14/1)
Providing document translation and interpretation services
in Portuguese
Total
1

To be financed in the first instance from savings in Part I of the budget or, failing that, through Part II.

45 000
756 701
32 000
2 200 000
95 000

5 216 301
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 Appendix II
Working Capital Fund and Income Adjustment Account
(in Swiss francs) (audited)
Working Capital
Fund
Balance as at 1 January 2018

Reimbursement of 2016–17 deficit 1

Income Adjustment Account
–

27 756 440

35 000 000

33 622 745

Miscellaneous income
Interest income:
On Working Capital Fund

850 126

On temporary cash surplus

356 146

Other interest

1 838 715
3 044 987

Bank charges

(1 356 068)

Net gain (loss) on exchange

(752 631)

Other miscellaneous income

1 590 083
(518 616)

Balance before financing of deficit
Financing of 2018–19 deficit 2
Balance as at 31 December 2019

35 000 000

63 905 556

(35 000 000)

(39 504 270)

–

24 401 286

1

Deficit of CHF68,622,745 or $70,166,406 valued at the UN rate of exchange in December 2017.

2

Deficit of CHF74,504,270 or $76,414,636 valued at the UN rate of exchange in December 2019.
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