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NOTE BY THE DIRECTOR-GENERAL

CASH SITUATION AND THE USE OF THE WORKING CAPITAL FUND
FOR THE FINANCIAL YEAR TO 31 AUGUST 2020

1. At its Twenty-Fourth Session, the Conference of the States Parties (hereinafter
“the Conference”) requested the Director-General to report to it at its Twenty-Fifth
Session through the Executive Council (hereinafter “the Council”) on the details of
transfers from and the replenishment of the Working Capital Fund (WCF) in 2020
(operative subparagraph 8(r) of C-24/DEC.12, dated 28 November 2019).

2. At its Nineteenth Session, the Conference decided to reduce the WCF from a level of
EUR 9.9 million to EUR 4.2 million, and decided to transfer the EUR 5.7 million
surplus arising from this reduction to a special fund for the purpose of implementing
an enterprise resource planning (ERP) system (C-19/DEC.8, dated 3 December 2014).

3. In December 2016, the Technical Secretariat (hereinafter “the Secretariat™)
experienced liquidity issues and transferred EUR 3.0 million from the WCF to the
General Fund. This amount was repaid from the General Fund back to the WCF in
November 2017, in line with Financial Regulation 6.6.*

4. In March 2017, the Secretariat transferred EUR 0.8 million to the special ERP fund,
and subsequently from the special ERP fund to the WCF, as provided for
in the Programme and Budget of the OPCW for 2017 (C-21/DEC.6, dated
1 December 2016).

5. Furthermore, in March 2017, the Council authorised the extension through 2028 of
the Tenancy Agreement for the OPCW Headquarters Building, in exchange for an
incentive payment of EUR 1.4 million to be credited to the WCF (EC-84/DEC.3,
dated 9 March 2017). Four amounts totaling EUR 1.4 million, representing the full
payment of this incentive, were received in March 2017, May 2017, February 2018,
and January 2019.

6. In November 2017, the Conference decided to transfer to the WCF a portion of the
2015 cash surplus in the amount of EUR 1.0 million (C-22/DEC.7, dated
30 November 2017).

Financial Regulation 6.6 states as follows: “All transfers of funds made from the Working Capital Fund
to finance budgetary appropriations shall be reimbursed as soon as feasible, but in any case within the
financial period which follows the period in which they are made”.
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In September 2019, an amount of EUR 2.5 million was transferred from the WCF to
the General Fund due to liquidity issues. This same amount was returned to the WCF
in December 2019, in accordance with Financial Regulation 6.6.

In December 2019, a further EUR 0.8 million was transferred to the WCF from the
2017 cash surplus (C-24/DEC.12), increasing the level of the WCF to
EUR 8.1 million as at 31 August 2020.

The cash position of the OPCW General Fund was EUR 9.1 million as at
31 August 2020.

The outstanding assessed contributions as at 31 August 2020 amounted to
EUR 15.9 million out of the total amount of EUR 67.1 million assessed for 2020.
The rate of collection of assessed contributions as at 31 August 2020 (76.3%) was
higher than the rate of collection as at 31 August 2019 (65.6%).

The sum of outstanding assessed contributions for the current year as at
31 August 2020 was EUR 15.9 million (23.7%). While this is lower compared to the
same date last year (EUR 23.1million, or 34.4%), the total of outstanding
contributions for the previous year as at 31 August 2020 was significantly higher, at
EUR 4.3 million (6.4%), than was the case at this time last year. Together with the
outstanding amounts for invoices related to inspections under Articles IV and V of the
Chemical Weapons Convention (hereinafter “the Convention”), which have already
been disbursed from the General Fund, delays in the receipt of assessed contributions
of such magnitude could again severely undermine the financial health of the OPCW.
The Secretariat has been taking both formal and informal steps in 2019 and 2020
(which are detailed in Annex 4) to encourage States Parties to pay their outstanding
contributions and invoices in full and on time.? Annex 1 shows the status of assessed
annual contributions from States Parties as at 31 August 2020. Annex 2 shows, as at
31 August 2020, the outstanding reimbursements for inspections invoiced under
Articles IV and V of the Convention, which are reimbursable to the General Fund.

The Secretariat continues to encourage States Parties with arrears to pay their assessed
contributions in full and on time or to submit proposals for payment plans to eliminate
their arrears, in accordance with the mechanism to regularise the payment of
outstanding annual contributions approved by the Conference at its Eleventh Session
(C-11/DEC.5, dated 7 December 2006). The Director-General has provided further
details about this mechanism in the “Report on Status of Implementation by States
Parties of Agreed Multi-Year Payment Plans” (EC-95/DG.5 C-25/DG.5, dated
25 August 2020).

Financial Regulation 5.4 states as follows: “Assessed contributions to the budget and advances to the
Working Capital Fund shall be due and payable in full within 30 days of the receipt of the
communications referred to in Regulation 5.3 above, or on the first day of the financial period to which
they relate, whichever is later. Contributions subject to the provisions of Articles IV and V of the
Convention shall be due and payable in full within 90 days of receipt of the invoice, subject to the
Financial Rules under this Regulation”.
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In addition to the cumulative impact of outstanding assessed contributions, the
Director-General would like to highlight the impact of substantial outstanding
amounts for invoices, related to inspections under Articles IV and V of the
Convention and reimbursable to the General Fund, totaling EUR 6.6 million as at
31 August 2020. A total of EUR 3.7 million of the invoiced amounts has been
outstanding since 2014.

The Director-General is committed to the full implementation of the programme of
work as contained in the Programme and Budget for 2020. However, unless
significant payments for outstanding assessed contributions and for invoices under
Articles IV and V of the Convention are received soon, part or all of the balance in the
WCEF will need to be advanced to the General Fund in the fourth quarter of the year in
order that the Secretariat can continue to finance its operations.

At its Forty-Eighth and Forty-Ninth Sessions, the Advisory Body on Administrative
and Financial Matters expressed serious concern about the number of States Parties in
arrears with regard to annual contributions assessed for previous years and the
cumulative outstanding balances for the reimbursement of inspections invoiced
under Articles IV and V (ABAF-48/1, dated 5 June 2020 and ABAF-49/1, dated
31 July 2020).

Annexes:

Annex 1: Status of Assessed Annual Contributions from States Parties as at

31 August 2020

Annex 2: Outstanding Reimbursements for Inspections Invoiced under Articles 1V

and V of the Chemical Weapons Convention as at 31 August 2020

Annex 3: Summary of Cash Balances as at 31 August 2020 (and 31 August 2019)

Annex 4: Summary of Steps the Technical Secretariat Has Taken to Encourage the

Timely Payment by States Parties of Their Assessed Contributions
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Annex 3
SUMMARY OF CASH BALANCES
AS AT 31 AUGUST 2020 (AND 31 AUGUST 2019)
Balance
Fund

As at 31 August 2020 | As at 31 August 2019
General Fund 9,076,475 4,495,606
Working Capital Fund 8,133,388 7,336,272
Special ERP fund 1,654,149 2,637,967
Voluntary Fund for Assistance (Article X) 1,567,950 1,562,975
OPCW special accounts 2,804,302 2,380,916
OPCW trust funds 29,206,899 23,023,155
Total 52,443,163 41,436,891
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Annex 4

SUMMARY OF STEPS THE TECHNICAL SECRETARIAT HAS TAKEN TO
ENCOURAGE THE TIMELY PAYMENT BY STATES PARTIES OF THEIR

ASSESSED CONTRIBUTIONS

Step Taken

Date of Action

The Secretariat sent letters to all States Parties in accordance with
Financial Regulation 5.4, informing them of the amount of their
assessed contribution for 2020 and of any arrears from previous
years.

9 December 2019

The Secretariat sent reminder letters to 120 States Parties that were
in arrears in respect of assessed contributions, indicating the
balance of their outstanding contributions.

A similar set of reminders was sent to 94 States Parties in arrears
in respect of assessed contributions.

The letters made reference to paragraph 8 of Article VIII of the
Convention, which deals with the loss of voting rights. The letters
also invited those States Parties that were in arrears to submit
proposals for multi-year payment plans.

14 May 2020

2 September 2020

Country briefs are provided to the Director-General on an ongoing
basis to assist him in his high-level talks with senior government
officials of States Parties that are in arrears.

Ongoing

The status of contributions of all States Parties is presented to the
Council on a monthly and quarterly basis. It includes a list of
States Parties that have lost their voting rights because the amount
of their arrears equals or exceeds the amount of the contributions
due from them for the preceding two full years.

Monthly and quarterly

multi-year payment plans as a mechanism to encourage States
Parties that are in arrears to regularise the payment of their
outstanding advances to the WCF or annual contributions and to
eliminate those arrears (C-11/DEC.5), thus demonstrating their
commitment to meeting their financial obligations under
Article V111 of the Convention.

Since 2006, several payment plans have been approved and
implemented for Guatemala, the Republic of Moldova, Georgia,
Uzbekistan, and El Salvador.

A further two payment plans are approved and ongoing for Libya
and Sierra Leone.

Ongoing contacts with Permanent Representations to the OPCW. | Ongoing
Multi-year payment plans:
The Conference at its Eleventh Session approved the use of | December 2006
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Step Taken Date of Action

To remind those States Parties of their obligations related to their | 14 May 2020

approved payment plans, the Director-General wrote Libya and

Sierra Leone reminder letters.

The Director-General wrote letters in July 2020 to 22 States Parties | 3 July 2020

in arrears, inviting them to submit proposals for multi-year

payment plans. At present, no other proposals from States Parties

are pending.

In the “Report on Status of Implementation by States Parties of | 25 August 2020

Agreed Multi-Year Payment Plans” (EC-95/DG.5 C-25/DG.5) the
Director-General reported that Libya still has an amount of
EUR 91,062.70 outstanding in relation to its instalment for 2020,
and Sierra Leone has not yet made any payments in relation to its
instalments for 2020.

I |




