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DIRECTOR-GENERAL'S FINANCIAL REPORT ON THE
1986 ACCOUNTS OF THE GENERAL AGREEMENT ON TARIFFS AND TRADE

1. The Director-General hereby submits his report on the accounts of the
General Agreement on Tariffs and Trade for the financial year ended
31 December 1986. Since 1 January 1973 the annual accounts have been
presented in Swiss francs.

GENERAL FUND

Income and Expenditure Account

(Statements 1 and 2)

(i) Expenditure

2. Appropriations for.thelfinancial_year 1986 were approved at a level of
Sw F 59,592,580. As shown in Statement 1, obligations incurred during the
year totalled Sw F 55,063,889, leaving an  unencumbered balance of

Sw F 4,528,691.

3. The Council approved transfers (document L/6014) of Sw F 854,000 of
which Sw F 618,000 were between budgetary sections and Sw F 236,000 within
budgetary sections of the approved 1986 appropriations. This was done in
order to meet additional requirements due to the preparation of the new
round of Multilateral Trade Negotiationms.

4, Subsequently the Council approved transfers of Sw F 117,483 (document
L/6142) which were necessary in order tc cover excess expenditure over
approved appropriations incurred in PART I - Section 1 -
Forty-second session of the CONTRACTING PARTIES; Section 2 - Meetings of
the Council and other meetings; Section 9 - Representation and
hospitality. This amount was covered by savings which occured in PART II
- Section 4 - Dispute Settlement  Panels; Section 5 - Missions;

Section 8 - Printing; Section 10 - Permanent Equipment; and in PART IV -
Section 13 - Commercial Policy Training Courses.

S. In connection with the running of the Snack-Bar, subsidies in the form
of free accommodation, electricity, heating, water supply, insurance
premiums, etc., were charged to the relevant budget items in 1986. In
addition expenditure of Sw F 32,155 was incurred for the purchase and
maintenance of canteen equipment.
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(ii) Income
(a) Contributions

6. At the adoption of the income budget, 1986 contributions were assessed
on contracting parties in the amount of Sw F 58,700,000. Subsequently
contributions of Sw F 219,520 and Sw F 618,460 were assessed on Mexico and
Hong Kong respectively and the contribution of the United Kingdom was
reduced by Sw F 618,460 consequent to Hong Kong being deemed a contracting
party, bringing the total 1986 assessed contributions to Sw F 58,913, 520.
Collecticns as at 31 December 1986 represented Sw £ 51,181,054.

(b) Miscellaneous income

7. For 1986, miscellanecus income amounted to Sw F 1,367,618 against an
estimate of Sw F 892, 580 The details, compared with those of 1985, are as

follows:

1985 1986
Sw F Sw F
Interest on investments 246,996 251,771
Sale of publications 75,662 118,256
Profit on exchange 125,244 116,151
Savings on previoug year’s
outstanding obligations 14,378 124,315
Refund of staff costs for staff employed
at Centre William Rappard on behalf cf
other occupants 588,188 623,790
Overhead on trust fund for special
training course 3,607 -
Rental of meeting rooms and office space . _
at Centre William Rappard to others g 16,7490 16,980
Other income 173,739 116,355
1,244,554 1,367,618
8. Other income for 1986 comprises the following:
Sw F
Refund of prior year's expenditure 16,229
Work done for delegations and others 90,126
Sale of reproduction machines 10,000

116,353
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Surplus Account

(Statement 3)

{i) Debits

9. A refund of Sw F 1,859,474 was made to the Working Capital Fund in
respect of part of the advance of Sw F 2,421,054 made at
31 December 1985, the balance, Sw F 561,580, having been financed under a
provision in the 1986 Budget. It was alsoc necessary to increase the
provision for all contracting parties’ contributions ir arrears by
Sw F 5,689,250 to cover the increased level of such arrears at
31 December 1986. Finally, son unrealized exchange loss on outstanding
contributions in US dollars of Sw F 9,148 has been written off together
with Sw F 15,000 in resject of the abrogation of a sales contract made in
1984 for a used printing machine.

(ii) Credits

10. The excess of income over expenditure amounted to Sw F 5,223,249. The
1986 deficit of Sw F 2,349,623 hed been met by a transfer from the Working
Capital Fund.

Statement of Assets and Liabilities

(Statement &)
(i) Assefs
(a) Cash
11. Cash in hand represented Sw F 5,000 at 31 December 1986.

(b) Contributions receivable from contracting parties.

12, Contributions receivable from contracting parties amounted to
Sw ¥ 17,202,996 at 31 December 1986 as shown in Schedule A, compared with
Sw F 11,513,746 at the end of 1985. Contributions in respect of financial
years 1969 to 1972 were assessed in US dollars and the amount still due
was US$ 22,312. This amount, recorded at 31 December 1986 at the - internal
accounting rate of Sw F 1.68 to US$1l, equalled Sw F 37,484. An amount of
Sw F 17,165,512 was due at 31 December 1986 in respect of the financial
years 1973 to 1986.

{c) Miscellaneous accounts receivable

13, Miscellaneous accounts receivable at 31 December 1986  totalled
Sw F 1,427,873. This amount included outstanding invecices in respect of
sales of publications and services rendered totalling Sw F 411,505,
education grants: Sw F 410,600; travel and subsistence allowdnces:
Sw F 22,715; insurance premiums: Sw F 46,500; recoverable Swiss Federal
taxes: Sw F 128,151; prepaid 1987 expenditure: 8w F 394,006 and
miscellanetus items: Sw F 14,396.
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(ii) Liabilities

(a) Miscellaneous accounts pavyable

14, Miscellaneous accounts payable at 31 December 1986 amounted to
Sw F 232,116. This included amounts held in respect of national income tax
refunds: Sw F 111,506; United Nations Joint Staff Pension Fund suspense
account: Sw F 20,338; Auditors’ bill for 1985: Sw F 50,820; telephone
bills: Sw F 9,543; purchase of microfiches: Sw F 9,578; payment to staff
members and their dependents in respect of insurance compensation:
Sw F 3,301: Ministerial Meeting in Punta del Este suspense account:
Sw F 6,008; miscellanerous: Sw F 21,022.

{>®») Contributions paid in advance

" 15. Advance payﬁents to be credited to 1987 contributions amounted o
Sw F 8,880,

{c) Reservs for 1986 obligations outstanding as st
31 December 1986

16. The items contained in this reserve of Sw F 1,154,943 include the
following: salaries and overtime: Sw F 100,056; missions: Sw F 24,164;
travel and removal expenses of staff: Sw F 27,128; repatriation grants:
Sw F 40,000; travel on home 1leave: Sw F 32,939; education grants:
Sw F 20,310; joint services: Sw F 47,087; telephone (rental): Sw F 22,805;
insurance: Sw F 83,890: maintenance: Sw F 53,607; contractual cleaning:
Sw F 36,224: postage: Sw F 20,472; reproduction: Sw F 50,838; electronic
data processing: Sw F 310,551; printing: Sw F 161,907.

(d) Provision for losses and returns in respect of sales of
publications

17. Irrecoverable debts in respect of sales of publications, amounting to
Sw F 140 were written off in 1986 against this provision.

(e) Provision for contributions in arrears

18. Sw F 17,202,996 covered all contributions in arrears as at
31 December 1986. Contributions in arrears relating to financial years
1969 to 1972 are payable in US dollars and provision has been made with
respect tc the arrears for these years at the rate of Sw F 1.68 to US$§1 as
stated in paragraph 12. '

(f) Trainees® accommodation fund

19. This Fund was created in 1982 from extra-budgetary sources to cover
excees accommodation costs for participants in GATT Commercial Policy
Training Courses. The Dbalance represented Sw F 72,017 as at
31 December 1986.
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WORKING CAPITAL FUND

(Statement 5)

20. The principal of the Working Capital Fund stood at Sw F 3,224,561 at
31 December 1986. Sw F 1,750,692, of which Sw F 101,521 represented
interest earned on investments in 1986, was held to the credit of GATT.
Sw F 1,473,869 represented advances mede by contracting parties and was
held to their credit.

21. In addition, an amount of Sw F 54,546 resulting from the revised
assessment in 1965 of advances to the Fund (L/2482) remained tc the credit
of governments' accounts.

22. Sw F 2,349,623 had been transferred from the Working Capital Fund to
cover part of the 1986 deficit and Sw F 61,501 was advanced to the General
Fund to cover shortfall.

TRUST FUND FOR SEMINAR ON TRADE POLICY IN THE ESCAP REGION

(Statement 6)

23. A special Seminar on Trade Policy in the ESCAP region was held at
Bangkok in September 1983 under the financial sponsorship of the Government
of the Federal Republic of Germany and a follow-up workshop took place in
Septembsc 1985. Payments totalling Sw F 226,673 had been incurred at
31 December 1986 against the amount of Sw F 229,000 received from the
sponsor .government to which interest on investments and profit on exchange
totalling Sw F 2,09C had accrued from prior years. In the current year, a
loss on exchange of Sw F 161 was also recorded at that date. An unexpended
balance of Sw F 4,256 remained at 31 December 1986. '

TRUST FUND FOR THE INDEPENDENT GROUP TC STUDY THE TRADING SYSTEM
(Statement 7)

24, This Group, the creation of which was announced at the Council Meeting
on 22 November 1983, has completed its task with the publication in' March
1985 of a report published under the title "Trade Policies for a Better
Future - Proposals for Action®”. Grants totalling Sw F 290,419 had been
received at 31 December 1986. Moreover, for each copy of the report for
which payment has been received, an amount of Sw F 3.50 corresponding to
the printing costs has beer credited to the Trust Fund. This corresponds
to an additional income of Sw F 2,744 for the Trust Fund. The difference
between the sale price and Sw F 3.50 has been credited to the General Fund
to compensate for the charges incurred by GATT regarding the preparation of
the report (mailing, postage, invoicing, etc..).

25. As at 31 December 1986 payments amcunted to Sw F 399,244  and
Sw F 5,503 representing interest on the sums advanced, had been credited to
the General Fund. Therefore, the balance still to be recovered amounts to
Sw F 111,584.
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TRUST FUND FOR THE WORKSHOP ON NEGOTIATION TECHNIQUES

(Statement 8)

26. Workshops on Negotiation Techniques have been organized for the 61st
and 62nd Commercial Policy Training Courses under the financial sponsorship
of the Swiss Government. These workshops took place in April and
November 1986. Payments totalling Sw F 11,370 have been incurred against
the amount of Sw F 17,250 received from the eponsoring Government. An
unexpended balance of Sw F 5,880 remained at 31 December 1986.

NON-EXPENDABLE EQUIPMENT

27. The value at cust at the time of acquisition through the GATT budget
of furniture, equipment (other than minor items) and vehicles still in use
amounted to Sw F 5,475,024 at 31 December 1986, as noted on the Statement
of Assets and Liabilities (Statement 4).

(Signed) (Signed)
Arthur Dunkel E. von Holzen
Director-General Director

Administrative and Financial Division
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REPORT OF THE EXTERNAL AUDITOR ON THE ACCOUNTS OF
THE GENERAL AGREEMENT ON TARIFFS AND TRADE
FOR_THE YEAR ENDED 31 DECEMBER 1986

General

1. In accordance with decisions of the CONTRACTING PARTIES, the Financial
Regulations and Rules of the United Nations are, as far as appropriate and
for the time being, applied to the financial administration of the
Secretariat to the General Agreement on Tariffs and Trade. The examination
has been carried out in accordance with those regulations and rules and
with the financial Resolutions and Decisions of the CONTRACTING PARTIES.

Qutturn in 1986

2. Appropriations originally authorized by the CONTRACTING PARTIES for
1986 were Sw F 59,592,580 (Statement 1), to be financed by contributions of
Sw F 58,700,000 (without contributions assessed on contracting parties
subsequent to the adoption of the scale of contributions) and estimated
miscellaneous income of Sw F 892,580.

3. The total expenditure in 1986 of Sw F 55,063,889 was Sw F 4,528,691
less than the original budgetary appropriation of Sw F 59,592,580
authorized by the CONTRACTING PARTIES. The excess of income over
expenditure for 1986 totalling Sw F 5,223,249 (Statement 2), comprising
budgetary savings of Sw F 4,528,691 (Statement 1), contributions of
Sw F 219,520 assessed on new contracting parties and the excess
miscellaneous income of Sw F 475,038, was transferred to the Surplus
Account (Statement 3).

4. As shown in Statement 3, the deficit at the end of the year 1986
amounted to Sw F 2,349,623. This is the result after increasing the
provision " for all contributions in arrears by Sw F 5,689,250,
repayment of Sw F 1,859,474 (1985 deficit) to the Working Capital Fund
and some other transactions affecting the Surplus Account. As shown
in Statement 5, this deficit was met by an advance from the Working
Capital Fund.

Qutstanding Contributions

5. Contributions outstanding at 31 December 1986 totalled
Sw F 17,202,996. Thise was Sw F 5,689,250 (492) more than at
31 December 1985 and the provision for contributions in  arrears
_(Statement 3) was increased accordingly. Attention was drawn to the
fact that tais unfavourable tendency has been compensated largely by
savings made on the sections "Salaries and wages" as well as "Common
staff costs" due to the strong decline in the US dollar against the
Swiss franc. ‘
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Trust Fund for the Independent Group to Study the Trading System

6. At 31 December 1986, Sw F 111,584 was due to the General Fund from the
Trust Fund for the Independent Group to Study the Trading System (Statement
4 and 7). In 1986, donations of Sw F 48,945 and income of Sw F 2,744
resulting from sale of the report, were received. No expenditures occurred
in 1986 except Sw F 1,568 representing interest credited to the General

Fund.
Losses

7. The circumstances of the cancellation of the sales contract in respect
of a printing machine leading to the write-off of Sw F 15,000 (Statement 3
and paragraph $ of the Director-General’s Financial Report) have been
examined. The explanations and information which have been obtained are
satisfactory.

Supplies, Equipment and Steck Records

8. Test examinations of the supplies, equipment and ctock records
maintained by the Orgsnization were carried out by the Auditor with
generally satisfactory results.

9. I wish to record my appreciation of the willing cc-operation given by
the officers of the Organization during the examination.

(Signed)

Tassilo Broesigke
President of the Austrian Court of Audit
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OPINION OF THE EXTERNAL AUDITOR ON THE ACCOUNTS_ OF THE
GENFRAL AGREEMENT ON TARIFFS AND TRADE FOR THE FINANCIAL
YEAR ENDED 31 DECEMBER 1986
I have examined the  appended Financial Statements, comprising

Stastements 1 to 8, Schedule A and Annex, of the General Agreement on
Tariffs and Trade for the year ended 3. December 1986. My examination
included a general review of the accounting procedures and such tests
of the accounting zreccrds and cther supporting evidence as I considered
necessary in the circumstances. As a result of the examination, I am of
the opinion that these statements, which were prepared in conformity with
the accounting policies described in the Annex applied on a basis
consistent with that of the preceding financial period, present fairly the
financial position of the General Agreement on Tariffs and Trade as at
31 December 1986. They properly reflect the firancial transactions for the
financial period, which transactions were in accordance with the applied
Financial Regulations and Rules and legislative authority and with the
financial resolutions and decisions of the Contracting Parties to the

General Agreement on Tariffs and Trade.

(Signed)

Tassilo Broesigke
President of the Austrian Court of Audit
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ANNEX

STATEMENT OF SIGNIFiCANT ACCOUNTING POLICIES

1. Following decisions by the CONTRACTING PARTIES, the accounts of GATT
are, as far as appropriate and for the time being, maintained in accordance
with the Financial Regulations and Rules of the United Nations, as
supplemented or modified by financial Resolutions and Decisions of the
CONTRACTING PARTIES.

2. The accounts are maintained on a fund basis. A General Fund and
Working Capital Fund, eupplemented when appropriate by Trust Funds, have
been established in accordance with Article VI of the Financial Regulations
and Rules of the United Nations. :

3. The financial period consists of one calendar year.
4. The accounts are maintained and contributions are assessed in Swiss
francs. Assets or liabilities in other currencies are converted to Swiss

francs at the official United Nations internal accounting rate of exchange.

5. Gains or losses on exchange are added to or deducted from
miscellaneous incone.

6. Income, including contributions assessed on contracting parties, and
expenditure are acccunted for on an accrual basis.

7. The surplus for the financial year is at the disposal of the
CONTRACTING PARTIES.

8. Provisions are made f£or the entire amount of contributions receivable
from contracting parties and for losses and returns in respect of
‘publications sales. A reserve is maintained for all outstanding

obligations at the end of the financial year.

9. Fixed assets purchased during the financial year are charged to the
budget at the time of purchase. The value at cost of items still held in
inventory is recorded in a note on the Statement of Assets and Liabilities.

(Signed) (Signed)
Arthur Dunkel E. von Holzen
Director-General Director

Administrative and Financizl Division



