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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 874th MEETING

OTHER MATTERS ARISING FROM RESOLUTIONS AND DECISIONS OF THE
GENERAL CONFERENCE

THE FINANCING OF TECHNICAL ASSISTANCE

12. The CHAIRMAN said that the item was included in the agenda pursuant to

General Conference resolution GC(XXXVm)/RES/11.

13. Mr. DOSHI (India), speaking in his capacity as Chairman of the informal

working group on the financing of technical assistance, said that the group had met three

times since the Board's last series of meetings. The subject of a target for voluntary

contributions for 1996 had been discussed at great length on all three occasions, and the issue

of creating a more dependable and predictable system for financing technical co-operation

had been raised at the first meeting. The Secretariat had provided the group with a useful

study of the pros and cons of a proposal to fund technical co-operation from the Agency's

Regular Budget.

14. No decisions had been reached, and progress had been made only on the target.

Though a precise figure had not been set, the discussion had raised four possibilities. One

important donor country had been in favour of zero nominal growth, in other words no

increase over the figure for 1995. The most important donor country had agreed to a figure

US $1 million higher than the figure for the current year. Most of the other donor countries

had been prepared to accept a figure reflecting zero real growth, which according to the

Secretariat's calculations, could mean a figure increased by $2.2 million to offset inflation.

The Group of 77 had proposed an increase by $5 million, including both the $2.2 million for

inflation and a further $1.8 million to cover fluctuations in the rates of exchange of major

currencies. The Group of 77 had also proposed that matching increases should be made in

the indicative planning figures for 1997 and 1998. Given that situation, the informal working

group now sought the Board's advice on how it should pursue the two issues it was working

on in the months ahead.
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15. Speaking as the representative of his Government, he pointed out that India, though

receiving no share of the TCF, did contribute to it because, as a founder member of the

Agency, it fully supported the objectives set out in Article II of the Statute. India's own

nuclear programme had been launched in the early 1950s with the exclusive goal of

harnessing atoms for peaceful purposes. However, many statements heard recently had given

the impression that the Agency's central objectives were, first, safeguards, and secondly,

promotion. That understanding of the objectives was erroneous, indeed dangerous, as even

a cursory reading of Article n showed that the safeguards responsibilities stemmed from the

promotional aims.

16. Believing as it did that international co-operation was an indispensable part of

development, India was dismayed to find that at some point during the last few years, the

developed countries had lost interest in assisting developing countries. The phenomenon of

"donor fatigue" had arisen at a particularly unfortunate time for the Agency's technical

co-operation programme, when the Agency was doing outstanding work and had the capacity

to do much more. The only real constraint was lack of funds. There were many possible

causes for donor fatigue, ranging from changed cultural values and obstructions in the

decision-making process to new tactical considerations. The cause most frequently advanced

was lack of money, but in his view, that could not be a valid reason since countries which

could cheerfully part with large amounts of money to strengthen safeguards could certainly

spare some dollars for technical co-operation.

17. There was a need for balance and harmony in the Agency's activities. Lately a

tendency had evolved to reduce the Agency's functions to simply policing the world. That

tendency needed to be corrected. In order to survive, the Agency needed the strength offered

by both safeguards and promotion. There was really only one permanent solution to a

problem that was beginning to become a threat: to make the financing of technical co-

operation as obligatory, and therefore as dependable and predictable, as the financing of

safeguards.
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18. Mr. EL HUSSEIN (Sudan)* confirmed that the Group of 77 wished to

recommend an annual increase in the indicative planning figures by $5 million over the next

three years.

19. Mr. MEADWAY (United Kingdom) thanked the Governor from India for the

hard work he had done as Chairman of the informal working group. With an effort of good

will, he believed the Board could soon reach consensus on the most urgent aspect of the

financing of technical assistance, namely recommending a target for the TCF for 1996. That

goal was within the Board's grasp now but might be more difficult to attain in September.

20. Although the total contributions to be made by his country would be influenced by

the outcome of the debate on a number of items yet to be discussed, his Government could

agree to an increase of $3 million in the figure for 1996 and to further increases by

$3 million for 1997 and 1998.

21. Mr. RAZAK (Indonesia) said that since one of the Agency's main roles was

to assist developing countries in the use of nuclear technology for peaceful purposes in

accordance with Article II of the Statute, the financing of such technical assistance should

be placed on the same footing as the financing of safeguards. Paragraph 19 of the principles

and objectives for nuclear non-proliferation and disarmament adopted by the recent NPT

Review and Extension Conference2 called for every effort to be made to ensure that the

Agency had the financial and human resources necessary in order to meet effectively its

responsibilities in the areas of technical co-operation, safeguards and nuclear safety. As long

ago as 1981, in resolution GC(XXV)/RES/388, the General Conference had called for

technical assistance to be funded through predictable and assured resources. The possibility

of financing technical co-operation from the Regular Budget should therefore continue to be

discussed.

22. Turning to the issue of indicative planning figures he said Indonesia supported the

Group of 77 proposal of a $5 million increase for 1996, consisting of a net increase by

Member States not members of the Board of Governors are indicated by an asterisk.

2 See document NPT/CONF. 1995/32/DEC.2.
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$2 million plus $3 million to offset inflation. He hoped that net increases by $2 million

would also be achieved with regard to the indicative planning figures for 1997 and 1998 but

was flexible and would support any consensus on that matter.

23. Ms. KSENTINI (Algeria) said that the proposal by the Group of 77 to increase

the target by $5 million for 1996 was in line with resolution GC(XXXVHI)/RES/8 on the

strengthening of the Agency's technical co-operation activities. Other recent General

Conference resolutions, notably GC(XXXVIII)/RES/11 on the financing of technical

assistance, had recommended action for the rapid implementation of the call, in resolution

GC(XXXV)/RES/388, for technical assistance to be funded either through the Regular Budget

or through other comparably predictable and assured resources, which was necessary in order

to establish a balance between technical assistance and the Agency's other main activities.

The status quo was clearly not an adequate response to those resolutions, and the Board

should continue to seek an acceptable overall solution.

24. While it had generally been acknowledged that no direct link should be established

between the deliberations of the informal working group on the financing of safeguards and

on the financing of technical assistance, a number of delegations, including her own,

expected an equitable treatment and parallel development of the two issues.?

25. Mr. HODEL (Switzerland) said that his delegation had wished to avoid the

impression of donor fatigue in the working group and had indicated its readiness to accept

a real increase in the target, albeit a small one. In the interests of a compromise, therefore,

and taking into account the good results already achieved, Switzerland could agree to the

suggested increases of $3 million over the next three years.

26. It was essential, however, that all countries should pledge their proper share of the

target and pay their contributions in full and on time.

27. Mr. ARROUCHI (Morocco) pointed out that while there had been widespread

support for the new directions in the technical co-operation programme, contributions to the

TCF had decreased in 1994 by comparison with 1993. The downward trend in pledges and

payments in relation to the agreed targets was a major obstacle to meeting the important
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needs of developing Member States, and therefore resolving the issue of the financing of

technical co-operation should be among the Agency's immediate priorities.

28. The financing of technical assistance should be approached in the light of resolution

GC(XXV)/RES/388, which recognized in its preambular paragraph (b) that both technical

assistance and safeguards constituted two main activities of the Agency and should receive

equal emphasis.

29. The same resolution suggested two possible options for funding, either through the

Regular Budget or through other comparably predictable and assured resources. The

Secretariat was consequently invited to explore ways of implementing the second option so

as to make TCF resources truly predictable, assured and adequate for the needs of the

developing countries. In so doing, the Secretariat should bear in mind the other provisions

of that resolution, and in particular those of operative paragraph (2).

30. As that resolution had been adopted in good faith and with expectations of

implementation in the early 1980s and had since been invoked repeatedly, it was time that

the Agency found a proper response to it.

31. In conclusion, Morocco fully supported the Group of 77's proposal to increase the

indicative planning figures by $5 million over the next three years.

32. Mr. JAMEEL (Pakistan), supporting the proposal of the Group of 77 and

recalling the drop in pledges to 72.5 % of the target in 1994, agreed that one way of making

technical co-operation resources predictable and assured would be to include technical co-

operation in the Agency's Regular Budget, while allowing for extrabudgetary inputs as in

other programmes. If that was not feasible, its financing should at least be need-based, as

in the case of safeguards. The need was obvious from the number of approved projects and

footnote-a/ projects, all of which had undergone the strict screening procedures of the

Department of Technical Co-operation. It was as much a statutory obligation of the Agency

to address those needs as it was to administer safeguards. It was therefore to be hoped that

Member States would show a spirit of co-operation and accommodation and enable the

informal working group on the financing of technical assistance to agree upon an effective

formula.



GC(39)/23/Add.l
Annex
page 6

33. Mr. ARCILLA (Philippines) endorsed the view of the United Kingdom

delegation that it might be in the Board's interest to agree a solution on only part of the

problem.

34. Article n of the Statute stated quite clearly that the Agency had been established to

promote the peaceful uses of nuclear energy. As a consequence, the resources devoted to

the promotion of those peaceful uses should be at least equal to those provided by Member

States for the programme. Given that there was at present a continuing imbalance in the

resources available to the Agency for its various activities, it would seem best to secure

obligatory, predictable and dependable resources for the financing of technical assistance by

inclusion in the Regular Budget.

35. While endorsing the views of the Group of 77 on that issue, his delegation was

encouraged by the spirit of compromise shown by donor countries in respect of the indicative

planning figures. In view of the offer now before the Board, it might be worth while

exploring the possibility of more acceptable figures for the next three years, e.g. with a

gradual increase of $3 million for the current year, $4 million for the following year and

$5 million for the third year.

36. Mr. WALKER (Canada) noting that his country had for years been a major

contributor to the TCF and, other means of pursuing the objectives of the Agency as set out

in Article n of the Statute, stressed that the TCF should be viewed in a wider perspective,

bearing in mind that the vast majority of technical co-operation in the nuclear area took place

under bilateral and commercial auspices.

37. All the same, Canada was concerned about the recurring need to increase resource

flows to the TCF without any strategy for breaking the continued dependency of the Fund

on a small number of contributors and expanding the resource base by spreading

contributions over more countries.

38. Expectations about funding levels should also be kept in line with the budgetary

situations of Member States. Canada's aim with regard to the indicative planning figures was

the same as for the Regular Budget, namely zero nominal growth.
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39. While Canada would not stand in the way of a consensus, its contribution to the TCF

might be subject to the effects of budgetary reviews of Canada's Federal Government

expenditures.

40. Mr. KASEMSARN (Thailand), expressed deep concern at the drop in pledges

to the TCF by almost 20% over the past ten years and at the fact that in the past two years

almost 60% of footnote-a/ projects had not been funded. It was consequently important to

make arrangements whereby the Agency's technical assistance would be funded through the

Regular Budget or through other comparable, predictable and assured resources, in line with

resolution GC(XXV)/RES/388 and the recommendation of the 1995 NPT Review and

Extension Conference3. The informal working group was to be commended for its efforts

in that connection.

41. Taking into account inflation and the progressive increase in demand for technical

assistance resources, Thailand supported the Group of 77 proposal that the indicative

planning figures should be increased by $5 million over the next three years.

42. Mr. KHALIL, (Tunisia) suggested that the informal working group should

continue its commendable efforts to find a global, acceptable solution which would

accommodate the recommendation of the Group of 77, the General Conference and the

1995 the NPT Review and Extension Conference.

43. Mr. BENTANCOUR (Uruguay) said that while his Government unreservedly

supported the activities of the informal working group, it remained convinced that the best

way to finance technical assistance was by voluntary contributions. It was true that problems

had arisen with regard to the collection of contributions in recent years, but changing the

system of contributions would not necessarily improve matters and might also make it even

more difficult to reach agreement on the resources to be made available for technical

co-operation.

See document NPT/CONF.1995/32/DEC.2.
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44. Uruguay would continue to participate actively in the informal working group with

a view to reaching a solution acceptable to all. In the meantime, it fully associated itself

with the proposal in respect of the indicative planning figures made by the Group of 77.

45. Ms. LETTS (Australia) said that the indicative planning figures for technical

assistance should as a maximum be kept to zero real growth, with efforts being made to

increase the amounts pledged and paid instead of the targets. However, even if a consensus

were reached on zero real growth, Australia could not at the present stage make any

commitment to the eventual level of its contribution.

46. The Board needed and should be able to find a solution to the key financing problems

at its present session, bearing in mind the logistic difficulties to be faced if a decision were

left to the General Conference. While there should be no numerical link between the

financing of technical assistance and the financing of safeguards, there was a political link

and the resolution of one issue depended on the resolution of the other. In order to maintain

the positive momentum generated by the 1995 NPT Review and Extension Conference, the

Board should try to approach the problem creatively by seeking a joint solution to both issues

- probably one that encompassed the ideas mentioned by the Director General in bis

introductory statement, namely that assistance should be given as a matter of preference to

countries meeting their target for contributions and that countries which failed to pledge their

fair share and meet that target should be excluded from consideration in the procurement of

equipment and services for technical co-operation.

47. Mr. AKAO (Japan) said that while Article II of the Statute set out the

Agency's two main objectives, the Board should bear in mind that technical assistance was

only one way of promoting the peaceful uses of nuclear energy. Many countries, including

Japan, promoted the peaceful uses of nuclear energy without any assistance from the Agency,

but benefited from the exchange of information through the Agency, a facility which was

valuable to all countries. Furthermore, the Agency was engaged in very important work in

the area of nuclear safety and nuclear waste management, both of which were inseparable

aspects of the peaceful uses of nuclear energy. That fundamental point should be taken into

account when considering the arguments of some developing countries, particularly those in

favour of equal budgets for safeguards and technical co-operation.
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48. That having been said, the Agency's technical assistance was clearly important for the

developing countries, which was why Japan firmly supported the technical co-operation

programme and paid its share of the technical co-operation resources in full.

49. The Board's approach should be to set the target figure at its present session and

continue, now and in September, to consider ways of ensuring full and timely payment by

all Member States. His delegation had already expressed its views on the issue during the

discussion of agenda item 4, but he wished to stress that some points made by the Director

General deserved further consideration, particularly the proposal that assistance should be

given as a matter of preference to countries which met their target for contributions in full,

and that preference should also be given in the procurement of equipment and services to

fully paid-up Member States.

50. Mr. KETCH (United States of America), endorsing the views expressed by the

Governor from Japan, said that despite the commendable efforts of the informal working

group, he feared that the differing opinions on the relation between safeguards and technical

co-operation would make it impossible for the Board to achieve a full consensus on the issue

before it. Governors would agree, however, that both activities were very valuable to the

world community; safeguards were crucially important to the non-proliferation regime, while

technical co-operation from the Agency was an extraordinarily cost-effective contribution to

sustainable development. Members should therefore work together to maximize the Agency' s

contribution in both areas.

51. The United States was about to enter a period of extraordinary budgetary

retrenchment which might cause considerable disappointment to countries that had hitherto

looked to the United States to lead the way in both assessed and voluntary contributions.

Indeed, some decisions from the budget process currently under way in Washington might

be very unpleasant - particularly for other agencies, whereas the IAEA could expect to be

spared the full effect of those decisions. In fact, in the interests of a compromise, his

country was willing to go along with the suggested $3 million increase in the indicative

planning figures for the next three years.
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52. The record of the United States in the past had been a particularly good one: in the

period 1991-94 it had contributed $50 million to the TCF and it had always pledged its full

share and met its pledges. The failure of all countries to do that had resulted in the United

States carrying more than one third of the technical co-operation programme - or more if

certain in-kind contributions not factored into the statistics were taken into account. In view

of future uncertainties, it was extremely important that all countries should participate not

only in accepting technical co-operation but also in providing resources for that process:

while there were several prosperous countries which did not participate in the way that might

be expected of them, there were also dozens of Member countries which received technical

assistance but did not make even a modest contribution to the TCF.

53. The question of participation fatigue deserved serious consideration. Given that all

countries benefited enormously from the global safeguards system which the Agency was

striving to perfect, it was disappointing to see so many different rationales being put forward

for not contributing to the process at even half the base rate. He therefore urged the

Governments concerned to reconsider the proposition that all countries should contribute in

some reasonable measure to a system from which all benefited.

54. Mr. OKONKWO (Nigeria)* supported the Group of 77's position and also

endorsed the views expressed by India.

55. The question of the financing of technical assistance deserved urgent attention more

than ever, in view of the decline in pledges over the past ten years. Whereas in 1984

pledges had reached 92.2% of the target, that figure had fallen to 72.5% in 1994. Steps

accordingly needed to be taken to arrest the steep decline in pledges and payments to the

TCF, which was putting the very foundation and credibility of the Agency in jeopardy.

56. His delegation was convinced that the Agency's technical co-operation activities

deserved more resources than they were now receiving. He appealed to all Member States,

but particularly traditional donors, to pledge more - as well as ensuring timely payment of

their pledges.

57. Promotional activities, and particularly technical assistance and co-operation, from

which the majority of Member States benefited, should, like the safeguards system, be
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financed from dependable resources. He therefore urged Member States to respond to the

call made at the recent NPT Review and Extension Conference for every effort to be made

to ensure that the Agency had the resources it needed to meet its growing responsibilities in

all its main areas of activity.

58. The time had come to incorporate the TCF into the Regular Budget, which would

allow the necessary adjustments to be made for inflation and currency fluctuations. If that

were done, just as in the case of safeguards funding, there would no be need to deal with

technical co-operation funding separately, and the various operations needed at every level

would thus be eliminated. He was confident that agreement would soon be reached on the

indicative planning figures, and urged both donor countries and developing countries to agree

on a compromise which would be reasonable and acceptable to all.

59. Ms. LETTS (Australia), supported by Mr. RITCH (United States of America),

proposed that consideration of agenda items 7(b) and (c) be suspended to allow the Chairman

to meet with the Chairmen of the two informal working groups and other interested parties

in an effort to find a joint proposal which could be put to the Board as a whole later in the

day.

60. The CHAIRMAN asked whether the Board wished to defer further

consideration of items 7(b) and (c) pending informal consultations.

61. Mr. DOSHI (India) said that a number of views had been expressed and

valuable suggestions made following the report he had presented as Chairman of the informal

working group on the financing of technical assistance. He therefore proposed that a similar

opportunity to comment be given to Governors after listening to the report of the Chairman

of the informal working group on the financing of safeguards.

62. Ms. KSENTINI (Algeria) supported that suggestion, since it would facilitate

the task of any working group that might later be set up if Governors had had the opportunity

to express their views on both issues.

63. Mr. HOBEICA (Lebanon) also supported the Indian proposal.
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64. Ms. LETTS (Australia) explained that the point of her proposal had been to

facilitate the finding of a solution. She had not intended to impede discussion on the

following item.

65. The CHAIRMAN, noting that the list of speakers on item 7(b) was now

exhausted, suggested that further consideration of that item be deferred pending the outcome

of consultations of the informal working groups, and that meanwhile Governors should be

given an opportunity to comment on item 7(c).

66. It was so agreed.

THE FINANCING OF SAFEGUARDS

67. The CHAIRMAN recalled that at the Board's March meeting the Chairman

of the informal working group on the financing of safeguards had reported on progress

achieved. Since then there had been three further meetings of the group, as well as informal

consultations. Early agreement on the issue was necessary in order to enable the Secretariat

to prepare the scale of assessment of member's contributions to the safeguards component

of the Agency's Regular Budget for 1996.

68. Mr. AKAO (Japan), speaking as Chairman of the informal working group on

the financing of safeguards, reported that after initial consultations, he had presented four

formulas to the group for discussion: further formulas had been proposed by delegations.

Although the debate was still inconclusive, the general feeling in the group had been that

safeguards was a global responsibility, and that its cost should be shared equitably between

Member States; that the ability of a State to pay its assessed share was of paramount

importance; and that it would be difficult to devise a financing formula based on the size of

a country's nuclear activity or the absence thereof. The group had also considered that the

concept of "shielding" should be retained, but should be revised in the light of present day

realities, and that although there should be no direct linkage with the resources for technical

co-operation, there might be a need to evolve a new financing arrangement.

69. Formula n , which made use of the half-rate, seemed to enjoy wide support. Under

that formula, the list of "shielded" members was based on the "shielding" threshold criteria

established in 1981, whereby members a per capita income of less than one third of the
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average for the 15 highest per capita income members qualified for "shielding". In addition,

the ten members with the highest base rate of assessment were not qualified for "shielding".

Applicable per capita income figures were the latest available figures provided by the United

Nations Committee on Contributions. Implementation of that compromise formula, if finally

agreed, was to be phased in over five years to enable countries to adjust to the consequent

changes in their assessed contribution. For "shielded" countries which became "unshielded"

under the new formula, a ten year transitional period would be applied for the same reason,

although "shielded" countries could choose to be "unshielded" at any time. After five years,

or a shorter period, the arrangements could be further reviewed, taking into account the

views presented during the consultations.

70. No consensus had yet been reached on the matter. Some delegations had wanted

more time before abandoning the current formula, particularly in the light of the

requirements of Programme 93+2. Others had favoured a formula based on the nuclear

activities of Member States and on their possession of nuclear weapons. Others had

preferred that only developing countries without nuclear activities should be "shielded", while

others still had preferred to adopt the United Nations scale of assessment as a basis. Many

had considered that there was no further need for discussion, and that the time had come to

agree on a new formula.

71. There was an urgent need to reach agreement on the matter so that the 1996

safeguards budget could be finalized. He was therefore proposing for the Board's

consideration Formula n , which had been circulated in a Note to Member States dated 13

June 1995.. In so doing, he wished to make clear that the formula was not his personal

preference, but rather one which had evolved from discussions over the past five months, and

from deliberations on the issue which went back some 23 years.

72. Mr. HOBEICA (Lebanon), speaking on behalf of the Arab Group, commended

the Governor from Japan for the able manner in which he had guided the informal working

group's deliberations.

73. The Arab Group believed that the criterion of per capita income, also known as the

economic criterion, was discriminatory when assessing the share of countries in the financing
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of safeguards. That share should be based on other criteria, which remained to be

determined. Currently, five Arab countries were unshielded, and the Group considered that

all should be included in the "shielded" category. Any new formula agreed on should be

implemented in a gradual manner.

74. Mr. DOSHI (India) said that the whole question of reviewing the principle of

"shielding" was based on the mistaken notion that that principle was wrong or outdated.

The principle had been introduced because of the peculiar discriminatory circumstances

which had come into being some 25 years ago, and which in fact still existed. A valid case

could be made for extending the "shielding" concept indefinitely.

75. The most important criterion for including countries in the "shielded" category was

the economic one, but there could well be others, and India was willing to consider opening

the list to include other deserving countries. His delegation was not in a position either to

abandon the principle of "shielding" or, at the present stage, to agree to any increase in

contributions to the Agency's safeguards activities.

76. While he was always ready to help in evolving a compromise, that compromise had

to be a fair one. Once the principle of "shielding" had been abandoned, it would never be

restored, and the commitment of Member States was likely to become open-ended because

the total cost of strengthening safeguards was not yet known. In contrast, as the discussion

on the previous subitem had shown, it was proposed to do nothing about the essentially

voluntary nature of the funding of technical co-operation. Thus the current system, which

discriminated against technical co-operation and in favour of safeguards, would be

perpetuated. Moreover, the proposed $3 million increases in the indicative planning figures

did not seem to his delegation to be a workable basis for a new formula.

77. Mr. ARCILLA (Philippines) endorsed the main thrust of Formula n , which

would appear to take into account the important concerns just outlined. His delegation

hoped to see a solution that would place the funding of both technical assistance and

safeguards on a footing which would do full justice to those two major statutory functions

of the Agency.
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78. Mr. BENATTALLAH (Algeria) said the report just presented by the working

group's Chairman showed that there were fundamental divergencies of view both on the

subject of the advisability of introducing a revised system and on the various proposals put

forward. Algeria was ready to contribute to a compromise solution, but would prefer a

graduated formula based on the principle of ability to pay which would not jeopardize the

"shielding" concept, since the reasons for that concept's introduction were still valid.

79. Despite intensive negotiations, no consensus formula had yet been found, and he

believed the Board had no choice but to recommend to the General Conference that the

current system be continued meanwhile. However, his delegation was ready to support

renewal of the working group's mandate to allow time for wider consultations on the issue,

which he feared was likely to be further complicated by the financial implications of

Programme 93+2.

80. Mr. JAMEEL (Pakistan) shared the view that the current formula for financing

safeguards had served the Agency well and that there seemed no reason to tamper with it.

His delegation would continue to participate in efforts to work out a revised formula which

addressed the concerns of certain affluent Member States without imposing a substantial or

open-ended commitment on currently "shielded" States. At the present stage, he was not

in a position to endorse any deviation from the existing arrangement, except to the extent of

revising the list of "shielded" countries in the light of current realities. Nevertheless, he

looked forward to further discussions with interested Member States on the issue.

81. Ms. LAJOUS VARGAS (Mexico) cautioned against overlooking certain

elements which needed to be taken into account in discussing the financing of safeguards.

One was the precise cost implications, both short- and medium-term, of the new measures

proposed in connection with Programme 93+2. Another was the link between the

inspection effort undertaken by the Agency in each country and the contributions of Member

States to the safeguards budget. A third was the special arrangements for financing the

voluntary-offer agreements of nuclear-weapon States.

82. The Board should first and foremost consider whether there was consensus on

changing the current system for financing safeguards, and whether such a change was
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justified. Her delegation could not for the present agree to the proposed Formula n , in

view of Mexico's current financial difficulties. However, it could accept an alternative

formula which would include certain specific components.

83. The first would be a component financed by nuclear-weapon States, whose

contributions should not at any given moment be less than they were currently paying. That

would represent some 50% of the total safeguards component of the Regular Budget. The

second would be a component representing payments made to the Agency by all States which

received safeguards inspections, taking into account the costs incurred by the Agency in

carrying out those inspections. Costs would be determined on the basis of the volume of

safeguards work undertaken by the Agency under bilateral or multilateral arrangements.

The third component would be made up of safeguards expenditure not included in the

previous components to be financed by all Member States of the Agency with the exception

of the nuclear-weapon States, which would already have made their contribution to indirect

costs under the first component. Quotas under the third component would be determined

on the basis of the United Nations scale of assessment.

84. Her delegation believed that a modernized system embracing those three components

would retain the benefits of the shielding system while at the same time ensuring that

safeguards costs were fairly distributed.

85. Mr. RYZHOV (Russian Federation) said that his country attached high priority

to the Agency's regulatory activities and to normal and efficient financing of the safeguards

system. The recent NPT Review and Extension Conference, in extending the Treaty, had

confirmed the important role of the Agency and its safeguards system in creating the

atmosphere of transparency, confidence and security from the threat of proliferation without

which there could be no fruitful co-operation in the peaceful uses of nuclear energy.

86. However, the safeguards system could not function effectively without reliable

financing, and over the past two decades the arrangements for financing it had clearly been

outstripped by events. Thus, the proportion of Agency safeguards activities in shielded

countries had risen from 19.5% to 35.8% between 1971 and 1994, while the contributions

of those countries had dropped from 12.89 % to 1.3 %. A balanced and equitable long-term
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financing formula was therefore required. Given that the scale of assessment used for the

Regular Budget provided an objective and uncontroversial measure of countries' ability to

pay, his delegation was in favour of gradually phasing in a formula based on the normal scale

of assessment.

87. Mr. FITZGERALD (Ireland) expressed surprise at the magnitude of some of

the changes in contributions foreseen in the Note to Member States dated 13 June 1995: his

own country would face an increase by 15% between 1995 and 1996, and a further increase

in 1997, at a time when its budgetary situation was worsening. Nevertheless, he was willing

to accept as a reasonable compromise the formula whereby shielded countries would pay at

half the base rate, with any adjustments being phased in gradually. There was, however,

one anomaly in the proposed arrangements. When a country moved from shielded to

unshielded status it was protected for a ten-year transition period, but when it moved in the

other direction it obtained the full benefit of shielding without any delay. If its economic

circumstances were to improve and it again became unshielded, therefore, it would have the

benefit of a further ten-year transition period even though its status had only changed for a

year or two.

88. Mr. de YTURRIAGA (Spain) said that safeguards benefited all Member States

and were therefore the responsibility of all Member States. All discrimination and

distortions in the financing of safeguards should be eliminated and the scale of assessment

used in the United Nations applied instead. Since a radical change in the mechanisms

currently in place would not be advisable because of the economic impact it might have on

some shielded countries, his delegation could associate itself, in a spirit of compromise, with

the formula proposed by the Chairman of the informal working group, which would allow

gradual application of the changes.

89. Mr COEHLO (Brazil) said that although Article XIV.C of the Statute

provided for the recovery of safeguards costs from the countries concerned, the Board had

opted for a system protecting certain countries, including Brazil, from the main effects of the

increasing costs of safeguards. Nevertheless, in the interests of reaching consensus, Brazil

was prepared to accept the formula proposed by the Chairman of the informal working

group.
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90. Mr. RITCH (United States of America) said his delegation believed that

shielding should be abandoned entirely. It had been created 25 years previously on the basis

of two incorrect premises, namely that there would be an explosive expansion in nuclear

power generation throughout the world entailing greater safeguards costs, and that safeguards

activities would be mainly confined to developed countries. The formula proposed by the

Chairman of the informal working group, whereby some LDCs would pay at half the base

rate, represented a return to the original concept of shielding and as such would constitute

a possible compromise between those countries favouring the abandonment of shielding and

those wishing to retain it.

91. Mr. KHALIL (Tunisia), while endorsing the statement made by the Governor

from Lebanon on behalf of the Arab countries, felt that it should be possible to agree on a

more realistic system for financing safeguards once the financing of technical assistance was

reliably assured. He therefore urged the informal working group to continue its efforts to

find an equitable solution in accordance with the recommendations of the NPT Review and

Extension Conference.

92. Mr. LI (China), agreed that there should be a balance between the promotional

and regulatory activities of the Agency, and hence between the financing of technical

assistance and of safeguards. He hoped that Programme 93+2 would enhance the

cost-effectiveness of the safeguards system and welcomed the long-term approach to

strengthening safeguards advocated by the Director General which would involve neither

increased financing requirements nor an additional burden on Member States.

93. In the view of his delegation, ability to pay was the only acceptable criterion where

the financing of safeguards was concerned. Since the 1970s nothing fundamental had

changed in the way safeguards efforts were distributed, and maintenance of the shielding

system therefore seemed fair and expedient. Moreover, the system of classification on the

basis of overall economic performance was clear and easy to apply. On the other hand,

criteria such as the level of utilization of nuclear power, size of the nuclear fuel cycle,

existence of nuclear power plants, or years of service on the Board should not be applied,

as they had no direct bearing on the financing of safeguards and would only complicate the

issue. A pragmatic approach should be taken in order to reach a formula acceptable to all.
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94. Mr. POLUREZ (Ukraine) said that the application of safeguards was the most

important function of the Agency and was of relevance to all Member States. It therefore

required a stable and long-term financing system, ideally one based on the United Nations

scale of assessment. However, he understand the reluctance of some Member States to

change the current shielding system and was therefore able to go along with the interim

formula proposed in the Note of 13 June 1995.

95. Mr. BENMOUSSA (Morocco) endorsed his support for the comments made

on behalf of the Arab countries by the Governor from Lebanon, said that the Agency must

be guided by General Conference resolution GC(XXV)/RES/388 and the recent

recommendations of the NPT Review and Extension Conference. Believing as a matter of

principle that the financing of safeguards was a burden to be shared by all States, both

nuclear and non-nuclear he was able to support the formula proposed in the Note to Member

States.

96. Mr. PAPADIMITROPOULOS (Greece)* said that despite some reservations

he was willing to accept the proposed changes in the existing formula as a compromise on

the understanding that assessment would be made purely on an economic basis and that

currently shielded countries would remain so. He appealed to the Board to accept that

formula by consensus.

97. Mr. OKONKWO (Nigeria)* said that his country supported all efforts to

maintain a credible safeguards regime as long as a clear and reasonable balance was struck

between the Agency's promotional and regulating activities. While welcoming the modest

progress made by the informal working group, he felt the present system of safeguards

financing should be retained until factors such as the savings from the partnership with

EURATOM and the expected long-term benefits of Programme 934-2 became effective. If

a new arrangement was made, it should assign most financial responsibility to States with

significant nuclear activities, although non-nuclear Member States should also contribute

reasonable but lesser amounts, as safeguards benefited all countries. No new arrangement

would be workable unless Member States were capable of meeting their financing

commitments, which was why he considered the current method of shielding to be the most

sensible.
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98. Mr. PROCKA (Slovakia) said that the financing of safeguards being a global

responsibility, the proposed formula was acceptable provided that it was phased in over a

period of five years and that careful consideration was given to the shielding threshold.

99. Mr. DASOUE (France) considered that the system for financing safeguards

should be based on economic considerations. Safeguards were an instrument of global

importance and more complex calculation methods were not appropriate. His delegation

would have preferred a formula using the United Nations assessment mechanisms but was

willing to go along with the proposals made by the Chairman of the informal working group.

100. Mr. Seung Kon LEE (Republic of Korea)* said that his country supported the

retention of shielding as a temporary measure applicable to countries which did not have the

capacity to pay. He shared the view that all Member States with significant nuclear activities

should ultimately move to an unshielded status and trusted that those Member States with

greater responsibility and privileges, including designated members of the Board, would set

an example in that respect. The proposal by the Chairman of the informal working group

that shielded countries should pay at half the base rate was a realistic suggestion and a

practical interim step for countries moving to the unshielded group.

101. On the other hand, he could not agree with the idea of linking a Member State's share

in the financing of safeguards to the actual cost of safeguards activities in that country.

Safeguards activities benefited not only the State receiving them but also all others seeking

assurance of its compliance with non-proliferation commitments.

102. Mr. NORDIN (Malaysia)* considered that if the system of financing

safeguards had to be changed it should be based on the following principles: nuclear-weapon

States should pay more; payment should be commensurate with technological development

in the field of nuclear energy; the status of Board members - designated or elected - should

be taken into account; the change should not result in a reduction in Member States'

contributions; LCD contributions should be shielded; and Member States should reimburse

the Agency for safeguards measures deployed in their countries. However, Malaysia would

not insist on the acceptance of all those principles and was willing to consider any equitable

formula and to join any emerging consensus.
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103. The CHAIRMAN suggested that since there were no more speakers on item

7(c), further discussion of that item should be deferred pending the outcome of informal

consultations on items 7(b) and (c).

104. It was so agreed.
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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 875th MEETING

OTHER MATTERS ARISING FROM RESOLUTIONS AND DECISIONS OF THE
GENERAL CONFERENCE (resumed)

THE FINANCING OF TECHNICAL ASSISTANCE (resumed)

THE FINANCING OF SAFEGUARDS (resumed)

161. The CHAIRMAN drew the Board's attention to a non-paper that had just been

circulated.2 It had been prepared by Ambassador Doshi of India, Chairman of the Informal

Working Group on the Financing of Technical Assistance, and Ambassador Akao of Japan,

Chairman of the Informal Working Group on the Financing of Safeguards, with the help of

a number of colleagues.

162. Mr. DOSHI (India), pointing out that the non-paper contained no figure for

recommended annual increases in the Indicative Planning Figures (IPFs), said that the

recommendations in the non-paper were necessarily tentative and non-binding as not all

interested Member States had been represented throughout the meeting at which the non-

paper had been drafted.

163. He hoped that discussions in the various area groups would lead to agreement on a

recommended TCF target for 1996 and on IPFs for 1997 and 1998.

164. Mr. AKAO (Japan) said that the non-paper was not a consensus text but

would, he hoped, constitute a good basis for further discussions.

165. With regard to procedure, he suggested that the two Informal Working Groups hold

a joint session - perhaps early in July.

166. The CHAIRMAN, thanking Ambassador Doshi and Ambassador Akao for

their efforts, said he was sure the Board welcomed the idea of a joint session of the two

Informal Working Groups, which should meet well before the September session of the

Board, to which they would presumably submit a report for consideration in September.

167. It was so agreed.

The non-paper is reproduced in Attachment 1 to this document.
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168. Mr. BENMOUSSA (Morocco), recalling what he had said earlier in the week

about the possibility of transferring the interest earned by the Working Capital Fund to the

TCF, said that such transfers would help to bridge the gap between the views of major donor

countries and those of developing countries with regard to EPF increases.

169. The CHAIRMAN said that such a possibility would - he was sure - be

considered at the Informal Working Groups' joint session.
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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 877th MEETING

MATTERS ARISING FROM RESOLUTIONS OF THE GENERAL CONFERENCE-
(continued)

THE FINANCING OF TECHNICAL ASSISTANCE

THE FINANCING OF SAFEGUARDS

The CHAIRMAN recalled that at the Board's June session the Chairman of

the Informal Working Group on the Financing of Technical Assistance (Ambassador Doshi

of India) and the Chairman of the Informal Working Group on the Financing of Safeguards

(Ambassador Akao of Japan) had reported on the deliberations of the two Groups. As a

result of a continued divergence of views relating to the target for voluntary contributions

to the Technical Co-operation Fund for 1996 and the Indicative Planning Figures for 1997

and 1998, the Board had requested the Chairmen of the two Groups to hold informal

consultations in the hope that a consensus would be reached on the twin issues of technical

assistance financing and the financing of safeguards.

He further recalled that, after extensive negotiations on the final day of the Board's

June session, the two Groups had reached an informal understanding on a "package", which

had not, however, included an agreed target or agreed Indicative Planning Figures. The

report reflecting the informal understanding was contained in the Attachment to document

GOV/OR.875.

Subsequently the two Groups, acting on a suggestion made by the Board in June, had

held a joint session with a view to facilitating the achievement of a consensus on both issues,

and he now proposed giving the floor to Ambassador Doshi and to Ambassador Akao in

order that they might report to the Board.

Mr. DOSHI (India), speaking as Chairman of the Informal Working Group

on the Financing of Technical Assistance, said that at the joint session of the two Groups -

held early in July - no consensus had been reached on a target for 1996 or on Indicative

Planning Figures for 1997 and 1998. It had therefore been decided that a number of major

donors and some members of the Group of 77 should pursue the matter through informal

discussions. Regrettably, those discussions had also proved inconclusive.
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Mr. AKAO (Japan), speaking as Chairman of the Informal Working Group

on the Financing of Safeguards, said that there was a safeguards financing formula which

appeared to be attracting wide support. The main elements of the formula, which was a

modified version of the one circulated under cover of a Note to Member States on

13 June 1995, were as follows:

The concept of shielding would be maintained.

The list of shielded Members would be based on the shielding threshold

criteria established in 1981, whereby Members having less than one third of

the per capita income of the average of the 15 highest-per-capita-income

Members would qualify for shielding. In addition, the ten Members with the

highest base rates of assessment would not qualify for shielding. Moreover,

those Members which had notified the Director General that they did not wish

to be included in the list of shielded countries would not be shielded.

Applicable per capita income figures would be the latest available figures

provided by the United Nations Committee on Contributions.

Each shielded Member would be assessed for Regular Budget contributions

towards safeguards expenses at half of its base rate (i.e. its rate of assessment

for Regular Budget contributions towards non-safeguards expenses).

Implementation of the formula would be phased in over five years in order to

enable countries to adjust gradually to the consequential changes in their

assessed contributions. For currently shielded countries which became

"unshielded" under the formula, there would be a ten-year transitional period

for the same reason.

None of the currently shielded countries would be obliged to contribute

towards any increase in the safeguards budget beyond zero real growth during

the five-year transitional period.

The arrangements would be reviewed by the Board in the year 2000 at the

latest. The review would include the consideration of changes in the
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contributions of shielded countries and other relevant issues which had been

raised during the recent consultations.

He emphasized that, while there was still time for delegations to propose additional

elements for inclusion in the formula, the Board needed to agree very soon on a formula for

the financing of the safeguards component of the 1996 Regular Budget as the current

financing arrangements would cease to apply at the end of 1995.

The CHAIRMAN, acting on a proposal made by Mr EL HUSSEIN (Sudan)*,

as Chairman of the Group of 77 and supported by Mr. SIEVERING (United States of

America), asked whether the Board wished to postpone further discussion of sub-items 2(b)

and (c) until later in the current session in order to enable further consultations to take place.

It was so agreed.
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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 879th MEETING

MATTERS ARISING FROM RESOLUTIONS OF THE GENERAL CONFERENCE
(resumed)

THE FINANCING OF TECHNICAL ASSISTANCE

THE FINANCING OF SAFEGUARDS

The CHAIRMAN recalled that the Chairmen of the Informal Working Groups

on the Financing of Technical Assistance and on the Financing of Safeguards had reported

to the Board briefly the preceding day, but discussion of those issues had been adjourned in

order to enable consultations to take place in the interests of reaching a consensus during the

Board's current series of meetings.

Mr. EL HUSSEIN (Sudan)*, speaking on behalf of the Group of 77 and

apologizing for the delay which had been caused in the Board's consideration of two very

important issues, said that the Group of 77 was very disappointed that an annual increase in

the indicative planning figures (IPFs) of $5 million was not acceptable to the developed

countries. After much deliberation and in a spirit of compromise, the Group - several

members of which had reservations about some aspects of the package of 16 June - had

agreed to reduce the figure to $4 million. It had further agreed that, if due to budgetary

problems in some countries that reduced figure was not found feasible for immediate

implementation, the increase could be staggered from $3 million in 1996 to $4 million

in 1997 and $5 million in 1998.

Several members of the Group had also had serious reservations concerning the

provisions relating to the financing of safeguards in the package proposed at the end of the

Board's meetings in June. However, in a spirit of compromise, the Group of 77 as a whole

had agreed to accept the package without any change, on the understanding that at the time

of the review of the formula on the financing of safeguards, an important issue to be

addressed would be the criterion for shielding, including the shielding of all developing

countries.
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Mr. AL-GHAIS (Kuwait)* associated himself fully with the comments which

had been made by the Chairman of the Group of 77 and supported the idea of a package

deal. However, he had been unable to consult with his Government on the issue to obtain

final approval and his agreement was therefore dependent upon the receipt of such approval.

Mr. AKAO (Japan) said that some of the concerns expressed by the

representative of Kuwait during informal discussions and some of the views of the Group

of 77 could perhaps be reflected in the draft resolution which would have to be submitted to

the General Conference in order to obtain official approval for all the elements of the

proposed package.

Mr. MACKINNON (Canada), addressing the issue of the financing of

technical assistance, said that his Government was committed to a policy of zero nominal

growth. His country was one of the six whose contributions amounted to 80% of the budget

for the technical co-operation programme. Canada's commitment to technical assistance

could not be questioned and it would continue to work together with other States to improve

technical assistance activities. However, given its commitment to zero nominal growth, it

was difficult for it to approve an increase in the level of financing for technical assistance.

In view of the small number of contributors to the Technical Co-operation Fund (TCF), it

was highly desirable that the resource base be broadened to include a larger number of

donors, thus alleviating the burden on the current donors. Even if new donors could only

make small contributions, the overall level of resources would still be increased. He also

reminded Governors that the funding of technical assistance was organized on a voluntary

basis and no States could be expected to give more than they could afford.

Turning to the issue of the financing of safeguards, he said that his delegation would

like to see a consensus on that issue as soon as possible. The safeguards system was a global

system which underpinned technical co-operation and technology transfer for the peaceful

uses of nuclear energy. Canada supported a transitional procedure for States which had been

formally shielded and would support flexibility to accommodate their unique problems in

adapting to a new financing formula. However, in the final analysis, the United Nations

scale of assessment was the most equitable formula for apportioning costs among Member

States.
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Mr. BENATTALLAH (Algeria), having endorsed the statement made by the

Chairman of the Group of 77, pointed out that the formula for the financing of safeguards

proposed by the Governor from Japan had major financial implications for developing

Member States, even if the system of shielded countries was retained. The safeguards

component of the obligatory contributions of a large number of developing countries to the

Agency's Regular Budget would increase to over ten times its current level.

If there was agreement on the formula for the financing of safeguards, it would

involve considerable effort on the part of developing Member States and it was only fair that

a similar effort on the part of developed Member States should be forthcoming with regard

to the financing of technical assistance. The Group of 77 had also shown flexibility with

respect to its initial request for an IPF of $5 million. Furthermore, he pointed out that the

NPT Review and Extension Conference had confirmed that technical co-operation was

intimately linked to the non-proliferation issue and said that he looked forward to a clear

signal that States were committed to all the conclusions of that Conference, including the

technical co-operation element, as well as the other elements such as the conclusion of a

comprehensive test ban treaty.

Mr. SIEVERING (United States of America) said that his delegation could

support the safeguards component of the package that had been arrived at in June on the

understanding that the technical assistance part of the package would be based on an IPF

of $3 million.

His Government was an enthusiastic supporter of the Agency's technical co-operation

activities and over the past ten years, its contributions to those activities had exceeded

$200 million. The United States had a long-standing practice of pledging and paying its full

share of the TCF target. In recent years, his country's contributions had accounted for

approximately one third of the TCF resources, as other donors had fallen short of paying

their pledges. His Government would like to be able to continue its good record in the

future, but the resources available to it for foreign assistance were becoming increasingly

limited.
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Other Governments were in a similar predicament and the impact of that situation on

the TCF had become increasingly noticeable and distressing. Donors who had pledged in

the past were no longer pledging and donors who had pledged their full share in the past

were pledging less. That was a serious problem and he realized the impact that it would

have on the less developed countries which had benefited from the TCF in the past and hoped

to do so in the future. He therefore urged all Member States of the Agency to pledge and

pay their full share of the TCF.

The future funding of international organizations was a topic of great concern to the

United States Congress and it was still by no means clear what funding levels would

ultimately be agreed upon. Every indication suggested that there would be very substantial

reductions in funding in all areas. His delegation could therefore not agree to any increases

in the IPFs in excess of $3 million per year and its agreement to an increase of $3 million

was contingent upon acceptance of the safeguards financing formula.

Mr. ADEKANYE (Nigeria)* stressed the importance of the predictability and

adequacy of funding for technical co-operation activities. For its part, Nigeria had striven

over the years to meet its assessed share of the TCF target despite competing demands and

its difficult economic situation. He was therefore very disturbed to note that, whereas in

1984 pledges to the TCF had stood at 92.2% of assessed contributions, that figure had

declined to 72.5% in 1994. That decline did not reflect the commitment to technical co-

operation activities which Member States had voiced in the Board.

His delegation had consistently argued that the technical co-operation programme

should be protected against such funding uncertainty by incorporating technical assistance

funding into the Regular Budget. He was still convinced of the wisdom of that approach,

which would ensure greater predictability, permit adequate adjustments for inflation and

currency fluctuations, and spare the Director General and his staff the problem of monitoring

the TCF month by month and the unenviable task of pleading with Member States to pay

their pledges. The number of Member States requesting technical assistance had increased,

reflecting the confidence of those States in the Agency's work and the growing appreciation

of the benefits of nuclear technology for developing countries. That fact had been duly

recognized by the recent NPT Review and Extension Conference, which had encouraged an
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even more vigorous pursuit of promotional activities in developing countries. He therefore

strongly urged all Member States to endeavour to meet their obligations by paying their

pledges in full.

It was a matter of concern that Member States still did not know how much their

assessed contributions to the TCF would be just a week before the start of the General

Conference. It was essential that all Member States, both developed and developing,

demonstrate goodwill and flexibility in order to reach agreement on the IPFs for the period

1996-98. Agreement on a financing formula would be a vote of confidence in the

competence and capability of the Department of Technical Co-operation and would give a

positive signal to those developing countries whose primary benefit from Agency membership

derived from those activities.

With regard to the financing of safeguards, Nigeria recognized the importance of an

effective safeguards system for the peace and security of the world and the positive effect of

Agency verification activities on peace and stability in the African region following South

Africa's accession to the NPT. That development had paved the way for the creation of an

African nuclear-weapon-free zone, the draft agreement on which had been approved by

African Heads of State and Governments at the last Summit of the Organization of African

Unity. That agreement envisaged a continuing verification role for the Agency and his

country therefore unflinchingly supported a strong and effective safeguards system with

proper and adequate financing. In the formula which was currently being considered, the

developing countries would be called upon to bear more of the costs of safeguards activities

than had hitherto been the case. However, the principle of the ability to pay, on which the

safeguards cost-sharing arrangements had been based, should continue to be preserved and

any commitment to provide more resources for safeguards activities should be matched by

clear and unambiguous support for the Agency's promotional activities.

Mr. BENMOUSSA (Morocco) pointed out that all countries had budgetary

problems to deal with and that his own country had just experienced an extremely severe

drought, resulting in a dramatic drop in agricultural revenue. Despite such problems, the

developing countries had agreed to accept the safeguards formula proposed by the Governor

from Japan.
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Turning to the financing of technical assistance, he recalled that resolution

GC(XXV)/RES/388 recognized that technical assistance and safeguards constituted two main

activities of the Agency and should receive equal emphasis. It also stated that there was a

need for progress in technical assistance to keep pace with progress in other main activities

of the Agency. He had difficulty in understanding why that resolution, which had been

adopted by consensus after lengthy negotiations, was not being respected and implemented.

Furthermore, he recalled that the recent NPT Review and Extension Conference had

highlighted the importance of providing additional technical assistance through the Agency

to developing countries.

With a view to reconciling the two seemingly contradictory positions which had

arisen, he reiterated his earlier proposal, which had subsequently been supported by the

Group of 77, that the interest accruing on the Working Capital Fund (WCF) be transferred

to the TCF. His calculations suggested that that increase would bridge the gap between the

annual increase in IPFs acceptable to the major donors and that acceptable to the recipient

countries. The Agency's financial officials would of course need to be consulted and

agreement would have to be reached on a minor amendment to the Agency's Financial

Regulations.

Mr. BORCHARD (Germany) noted that the Chairman of the Group of 77 in

his statement had given the first indication that the Group might be able to reach agreement

on the text of the package worked out at the end of the Board's meetings in June. That

package was particularly important because of the new element it contained relating to

capping with respect to the financing of safeguards and the new criterion it proposed for

determining the allocation of resources for projects and for procurement of equipment and

expert services for technical co-operation activities.

Of course, the package was not satisfactory to all delegations on all counts. His

delegation would have preferred the abolition of the system of shielded countries and the

introduction of the regular United Nations scale of assessment as the basis for the financing

of safeguards. Nevertheless, the proposals worked out under the able leadership of

Ambassador Akao, although not completely satisfactory, were a step in the right direction.

The present system was out of date and out of touch with the reality of the world today.
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Turning to the IPFs, he pointed out that it was very difficult for some donors to go

beyond the level of zero real growth that would have corresponded to an increase of

$2.2 million. In his own country, the national budget was to be cut in nominal terms by

more than 2 % in 1996, which, assuming modest inflation, meant a cut of 4-5 % in real terms.

His delegation could agree to an increase of $3 million provided the whole package was

accepted, but could not agree to any higher figure. As the gap between pledges and

payments to the TCF had widened over the past 10 years, a realistic figure and a greater

commitment from donors would be preferable to an unrealistic target that was not met. He

also agreed with the representative of Canada that contributions should be spread over more

countries.

With regard to the proposal put forward by the Governor from Morocco, he noted

that it had already been discussed in the Informal Working Group, but had not, as he

recalled, met with the approval of the donor countries. His delegation, for its part, could

not agree to it because it would infringe the Financial Regulations and violate the clear-cut

division between voluntary contributions and the Regular Budget. Furthermore, it would

set an unfortunate precedent for the future.

Mr. DOSHI (India) pointed out that in accepting the changes in the shielding

system for Member States proposed in the package, developing countries had voluntarily

agreed to a major shift in principle with regard to the financing of safeguards, although, as

all developing countries knew, safeguards were not yet of global benefit.

However, in the case of technical co-operation, which clearly was of global benefit,

the only commitment on the part of the donor countries contained in the package was to

approve the IPFs. The rest of the package's provisions with regard to technical assistance

were merely expressions of desire and in five years' time the situation might be exactly the

same, with the international community still hoping that all Member States would pledge and

pay their targeted shares of contributions to the TCF in full, still hoping that some kind of

inducement or penalty system would be worked out, still hoping that imbalance in the main

activities of the Agency would be avoided and still hoping that the question of predictable

and dependable pledging and payments to the TCF would be kept under review.
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The increase in the IPF for the past three years had been $3 million. Inflation and

fluctuating exchange rates could in themselves justify an annual increase of $4 million.

Furthermore, that figure should be seen in the context of the increase of $0.7 million which

shielded countries would be contributing to the financing of safeguards following adoption

of the package.

It was important to bear in mind the fact that there was a recognized need to harness

nuclear energy for developmental, health and environmental reasons and the Agency clearly

had the capacity to be a great catalyst for change. Development and prosperity were

indivisible. It was impossible to create an island of prosperity in one part of the world while

the rest of the world suffered from drought. Sustainable development was essential and,

unlike many international agencies, the Agency had the capacity to bring about real changes.

Every million dollars it spent could go a long way.

Developing countries had voluntarily taken a major step in the hope of reaching a

compromise and sought a matching commitment on the part of the developed countries. He

therefore urged Member States to do more, not less than had been done in the past - to agree

on an increase of $3 million in the EPFs would be to do less than had been done in the past.

Mr. HOBEICA (Lebanon) requested the Secretariat to inform the Board of any

legal obstacles which would prevent the implementation of the proposal made by the

Governor from Morocco.

Mr. WALLER (Deputy Director General for Administration) pointed out that

Financial Regulation 7.01 specified that the Regular Budget Fund should be credited with all

miscellaneous income, unless otherwise provided in the Financial Regulations. Financial

Regulation 8.02(a) specified that the Technical Co-operation Fund should be credited with

miscellaneous income of that Fund. Finally, Regulation 9.04 indicated that income derived

from investments should be credited as miscellaneous income as provided in the Financial

Regulations. More specifically, Financial Rule 109.07(a)(i) and (ii) stated that income from

investments of the Regular Budget Fund and the Working Capital Fund should be credited

as miscellaneous income to the Regular Budget Fund and that income from investments of

the TCF should be credited as miscellaneous income to the TCF.
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There would also be budgetary impacts, as mentioned by the representative of

Germany. If changes were made in the Financial Regulations to permit interest from the

WCF to be transferred to the TCF, the corresponding reduction in the Regular Budget would

have to be made up in some other way. Furthermore, at the end of the year, the surplus to

be returned to Member States would have to be reduced by a corresponding amount.

The CHAIRMAN suggested that the Board suspend discussion of the present

item until the next meeting in order to allow delegations time to discuss the matter in smaller

groups or to consult their Governments.

It was so agreed.
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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 880th MEETING

MATTERS ARISING FROM RESOLUTIONS OF THE GENERAL CONFERENCE
(resumed)

THE FINANCING OF TECHNICAL ASSISTANCE (resumed)

THE FINANCING OF SAFEGUARDS (resumed)

The CHAIRMAN, reporting that there was still no agreement on a target for

voluntary contributions to the Technical Co-operation Fund for 1996 or on the Indicative

Planning Figures for 1997 and 1998, said that the Group of 77 seemed, in a spirit of

compromise, to be thinking in terms of figures representing annual increases of US $4

million, while the major donors seemed to be thinking in terms of figures representing annual

increases of not more than US $3 million. He hoped that figures representing generally

acceptable annual increases would be agreed on soon after further informal consultations.
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EXCERPT FROM THE SUMMARY RECORD OF THE BOARD'S 881st MEETING

MATTERS ARISING FROM RESOLUTIONS OF THE GENERAL CONFERENCE
(continued)

THE FINANCING OF TECHNICAL ASSISTANCE (continued)

THE FINANCING OF SAFEGUARDS (continued)

The CHAIRMAN said that consultations had taken place during the lunch

break and were still under way. He therefore suggested that the meeting be suspended until

the consultations were concluded.

The meeting was suspended at 3.15 p.m. and resumed at 5.20 p.m.

The CHAIRMAN said he understood that in the consultations which had been

taking place agreement had been reached that the Board should recommend to the General

Conference a target for voluntary contributions to the Technical Co-operation Fund (TCF)

for 1996 which would be US $3 million higher than the 1995 target and that the Indicative

Planning Figures (IPFs) for 1997 and 1998 should provide for target increases of at least

$3.5 million in each of those years.

He therefore assumed that the Board wished to recommend a target of $64.5 million

for voluntary contributions to the TCF for 1996 and that it agreed that the IPFs for 1997 and

1998 should provide for target increases of at least $3.5 million in each of those years.

He further assumed that the Board wished to recommend to the General Conference

that it:

(a) urge all Member States to pay and pledge in full their shares of the targets for

voluntary contributions to the TCF and urge the Agency to take due account

of the extent to which Member States had paid their TCF target shares when

determining the allocation of resources for technical co-operation (TC)

projects and for the procurement of equipment and expert services for TC

activities;
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(b) urge that all Member States, in approving future Agency budgets and

contributing funds for the activities of the Agency, seek to avoid the creation

of an imbalance among the main activities of the Agency; and

(c) note that the question of predictable and dependable pledging and payments

to the TCF would be kept under review.

With regard to the financing of safeguards, he took it that the Board wished to

recommend to the General Conference:

(a) that it adopt the formula proposed by the Chairman of the Informal Working

Group on the Financing of Safeguards contained in the Note by the Secretariat

dated 13 June 1995 (a copy of which would be attached to the summary

record of the present meeting), with the proviso that no shielded country

would be obliged to contribute towards any increase in the safeguards budget

beyond zero real growth; and

(b) that it decide that the formula would be reviewed at an appropriate time in

order to determine a formula for safeguards financing beyond the year 2000,

the review to include consideration of changes in the contributions of shielded

countries and other relevant issues.

It was so decided.

In the light of what had been decided regarding the financing of technical assistance,

he took it that the Board wished to recommend the adoption of resolution B in Annex VI to

the budget document (GC(39)/4) with a figure of US $64.5 million inserted as the target for

voluntary contributions to the TCF for 1996.

It was so decided.

What had been decided regarding the financing of safeguards should, he believed, be

fully reflected in a draft resolution to be submitted to the General Conference for adoption.

It was so decided.
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The Board now had to agree on a report to the General Conference. The two issues -

i.e. the financing of technical assistance and the financing of safeguards - had initially been

discussed separately, but of late they had come to be discussed together, and furthermore the

decisions which the Board had just taken dealt with them both together.

He therefore suggested that there be a single report to the General Conference on the

two issues setting out the decisions just taken. The positions of individual countries and

groups would, of course, be reflected in the summary records of the Board's discussions (in

June and at the present session), which would also be transmitted to the General Conference.

It was so decided.

Finally, he wished to express to Ambassadors Akao and Doshi the Board's

appreciation of their skill and indefatigable efforts in chairing the two Informal Working

Groups and facilitating the resolution of those important issues through consensus in a spirit

of friendliness and compromise.

Ms. LAJOUS VARGAS (Mexico), having thanked Ambassador Akao of Japan

and Ambassador Doshi of India for their efforts, said that Mexico, which was a firm

supporter of the Agency's safeguards system, believed that the fairest way of financing

safeguards was to link the contribution of each Member State towards the safeguards

component of the Regular Budget to the cost of safeguards implementation in that State, but

with all Member States making a basic contribution for the maintenance of safeguards - from

which all States benefited.

In the Informal Working Group on the Financing of Safeguards, her delegation had

therefore proposed a formula with the following features: the contributions of the nuclear-

weapon States towards the safeguards component of the Regular Budget should account for

at least the same percentage of the safeguards component as at present; the contributions

towards the safeguards component of the Regular Budget made by States where safeguards

were being implemented should be directly linked to the costs which the Agency incurred for

safeguards implementation in those States; and each non-nuclear-weapon State should

contribute in accordance with its base rate of assessment towards covering the Agency's

safeguards administration and research costs and similar safeguards-related Agency costs.
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The Informal Working Group had taken a direction different from that advocated by

her delegation, however, and in view of Mexico's economic situation her delegation found

it difficult to accept the compromise formula ultimately arrived at, which would entail

additional expense for Mexico as a shielded country. Her delegation's acceptance of the

compromise formula was subject to approval by her Government on the understanding that

the contributions towards the safeguards component of the Regular Budget made by the

shielded countries would not rise as a result of inflation during the next five years.

The points which her delegation had raised in the Informal Working Group continued

to be valid, and they should therefore be considered again by the Group in due course.

Mr. SABURIDO (Cuba), having commended the work done by the two

Informal Working Groups and their Chairmen, said that the donor countries had over the

years unquestionably made decisive contributions in support of the Agency's technical

assistance activities and that Cuba - as a developing country - had benefited from those

activities and was duly grateful. However, the annual increases in the TCF which were

implied by what the Board had just decided would not ensure even zero real growth in the

Agency's resources for technical co-operation.

Despite the importance which his delegation attached to the Agency's safeguards

activities, it did not feel that the changes taking place in the safeguards area warranted basic

modifications to the present safeguards financing arrangements. It therefore had reservations

about the proposed new safeguards financing formula, which would - incidentiy - apply for

a period extending beyond the 1996-98 period in respect of which the Board had taken

decisions regarding technical assistance financing.

Despite its reservations, however, his delegation would not oppose a consensus to

which the Group of 77 subscribed.

Mr. HUANG (China) said that his delegation was deeply concerned about the

problems of technical assistance financing. Many developing Member States wished to start

making use - or to make greater use - of nuclear technology, and there had been a resulting

increase in the number of technical assistance requests being submitted to the Agency, but
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the overall level of contributions to the TCF was falling. All Member States should pledge

and pay their full shares of the TCF target in a timely manner.

Mr. de YTURRIAGA (Spain), noting that the Chairman of Spain's Council

for Nuclear Safety had recently informed the Secretariat that in 1996 and subsequent years

Spain would be making a contribution to the TCF of US $200 000 over and above its normal

contribution, said that, as all contributions to the TCF were voluntary, his delegation had

reservations about the Board's recommending to the General Conference that it "urge the

Agency to take due account of the extent to which Member States had paid their TCF target

shares when determining the allocation of resources for technical co-operation (TC) projects

and for the procurement of equipment and expert services for TC activities". However, it

had decided not to oppose the consensus in the Board.

With regard to the financing of safeguards, his delegation could go along with the

five-year transition arrangement provided for by the proposed new financing formula, but it

had reservations about "the proviso that no shielded country should be obliged to contribute

towards any increases in the safeguards budget beyond zero real growth". Again, however,

it had decided not to oppose the consensus in the Board.

Ms. LETTS (Australia) said her delegation welcomed the "package" which had

permitted agreement on a new safeguards financing formula. She congratulated

Ambassador Akao on the success of his efforts and commended the co-operative spirit

displayed by the Group of 77.

Her delegation had not opposed the consensus in the Board despite the fact that

US $3 million had been the largest amount which it had been authorized to accept as an

annual increase in the TCF target.

Australia did not believe that growth of the TCF target could be sustained indefinitely.

Member States should focus more on measures which would increase the rate of pledging and

payment by all Member States and on measures which would raise the level of utilization of

the available funds. Her delegation therefore welcomed the incentives to pledge and pay in

full which were contained in the "package".
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Her country's payment record of over 100% for the years 1990-95 demonstrated a

strong commitment to the Agency's technical co-operation programme. However, she could

not guarantee that Australia would be able to pay its share of the TCF targets for 1996, 1997

and 1998. Unrealistic demands for higher TCF targets could backfire. Countries might

pledge higher amounts, but their ability to meet their pledges might be impaired by domestic

budgetary problems. Moreover, the moral strength of the argument that countries should -

like Australia - pledge and pay their TCF target shares in full might be undermined, with

negative consequences for the Agency's technical co-operation programme.

Mr. MACKINNON (Canada) said that - as he had stated previously - every

Member State benefited from safeguards, which underpinned all technical co-operation and

technology transfer in the nuclear field. No Member State could seriously maintain,

particularly in the face of various developments since August 1990, that the danger posed by

the diversion of nuclear material and the development of clandestine nuclear weapons

programmes was somehow less significant to the developing world than to major donor

countries. The argument that technical co-operation was a quid pro quo for safeguards ran

counter to the long-term interests of the international community in general and of the

Agency's technical co-operation programme in particular.

His country's own commitment to technical co-operation could not be questioned,

particularly as Canada was one of the six countries which together accounted for over 80%

of the Agency technical co-operation resources.

All agreed that there was a problem with the TCF. Many Member States - from all

groups - did not pledge their full shares of the TCF targets and/or did not meet their pledges.

Some of them preferred to finance footnote-a/ projects or to channel their development

through UNDP, but some had simply decided to reduce the resources devoted by them to

developmental assistance. A solution had to be found, but given the performance of the

Department of Technical Co-operation in recent years his delegation was optimistic. It did

not believe, however, that the solution lay in insisting that the TCF target be raised to

beyond the paying capacity of the States which were shouldering the main burden.
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Mr. BORCHARD (Germany) said his delegation was pleased that a consensus

had been reached and was grateful to all those who had helped in reaching it. However,

while progress had been made towards abolishing the present, long outdated method of

financing safeguards, the solution agreed on in the matter of EPFs for the years 1997 and

1998 was less realistic, and his delegation had reservations about that part of the consensus.

Mr. SIEVERING (United States of America), welcoming the consensus

reached on the "package", thanked Ambassadors Akao and Doshi for their efforts.

As he had indicated previously, owing to developments in Congress the ability of his

Government to make voluntary contributions to organizations of the United Nations family -

and hence to the Agency's TCF - might become seriously impaired. His delegation could

therefore not make any firm commitments at present in respect of the years 1996, 1997

and 1998.

Mr. MAFFEIi (Argentina) expressed satisfaction with the consensus reached

and commended Ambassadors Akao and Doshi for their excellent work.

Like many other Member States, however, as a result of the consensus Argentina

would have to contribute substantially more towards the safeguards component of the Regular

Budget and, again like many other Member States, would have difficulty - because of serious

domestic economic problems - in meeting its increased obligations.

Nevertheless, in view of the importance which Argentina attached to Agency

safeguards, his Government would make every effort to meet those obligations, although

there might be delays in the payment of contributions.

Mr. BENATTALLAH (Algeria) said that the consensus reached on the

financing of technical assistance and of safeguards would help to boost the Agency's activities

in both areas and enhance the Agency's credibility. The skill and patience of

Ambassadors Akao and Doshi were to be commended.

The Group of 77 had shown great restraint and a great sense of responsibility in the

consultations leading to the consensus, for the technical assistance resources made available

as a result of the consensus would not be assured, and they would be far from sufficient to
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restore the balance among the Agency's main activities. One could only hope that all

Member States, and particularly the major donors, would contribute to the TCF their full

shares of the targets set on the basis of the consensus.

Mr. MEADWAY (United Kingdom), having congratulated the Chairman and

everyone else who had helped in reaching the consensus, said his delegation hoped that it

would provide a firm basis for the stable development of both technical co-operation and

safeguards during the next three years.

His Government was currently facing serious public expenditure problems, however,

and could therefore not enter into any binding commitments as regards voluntary

contributions for those years. The envisaged TCF target increases of at least $3.5 million

in 1997 and 1998 seemed rather high given the financial difficulties which many donor

countries were making, and he feared that the result of the consensus might be a reduction -

not an increase - in the resources available for technical co-operation. At all events, he

would recommend to his authorities that they do their utmost to pay the United Kingdom's

shares of the TCF targets for 1996, 1997 and 1998.

The meeting rose at 6 p.m.
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REPORT BY WORKING GROUP

(FIN. TA, FIN. SG)

16 June 1995

Mr. Chairman,

We have the honour to report back to you on the outcome of the informal open-ended

consultation group which the Board entrusted this morning with the task of working out a

possible compromise on the twin issues of the financing of technical assistance and financing

of safeguards. We are glad to report that we were able, with the spirit of good will, to reach

compromise on the issues. We recommend that these may be presented to the Board at its

next session.

With regard to the financing of technical assistance, we recommend that the Board:

(a) approves an annual increase of [$.. million] as targets for the IPFs for the

next cycle, 1996-98;

(b) urges all Member States to pledge and pay in fall their targets to the Technical

Co-operation Fund and recommends that the Agency should pay due regard

to the extent to which Member States have met their targeted shares of

contributions to the TCF, while determining the allocation of resources for

projects and for procurement of equipment and expert services for TC

activities;

(c) urges that all Member States, in approving future Agency budgets and

contributing funds for the activities of the Agency, should seek to avoid the

creation of an imbalance among the main activities of the Agency; and

(d) the question of predictable, dependable pledging and payments to the

Technical Co-operation Fund may be kept under review.

fintagsg.695 -1- June 16, 1995,19:36
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With regard to the financing of safeguards, it was agreed that

(a) the Board recommends to the General Conference to adopt the formula

proposed by the Chairman of the Informal Working Group on financing of

safeguards as contained in the Note by the Secretariat dated 13 June 1995 with

the proviso that no shielded country shall be obliged to pay any increase in the

safeguards budget beyond zero-real growth; and

(b) at an appropriate time, the formula will be reviewed to determine the

safeguards financing formula beyond the year 2000. The review shall include

consideration of changes in the contributions of shielded countries and other

relevant issues.

Mr. Chairman,

We hope that these proposals would be acceptable to the Board.

Let us add here that we wish to extend to all the distinguished Governors and

representatives who took part in the informal consultations my sincere thanks for their co-

operation and assistance in resolving these important issues.

We thank you, Mr. Chairman.

fintagsg.695 -2- June 16, 1995,19:36
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IN REPLY PLEASE REFER TO:
PRIERE DE RAPPELER LA REFERENCE:

DIAL DIRECTLY TO EXTENSION:
COMPOSER D1RECTEMENT LE NUMERO DE POSTE:

NOTE TO MEMBER STATES

FINANCING OF. SAFEGUARDS

Agenda Item 7(c) of the Board Meetings starting on Monday, 12 June 1995

At the request of the Chairman of the Informal Working Group on the Financing of

Safeguards, Ambassador N. Akao, please find attached herewith for consideration and

discussion under the above agenda item a table showing Members' contributions towards the

safeguards component of the Agency's Regular Budget under a proposed new formula.

13 Ju
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Proposed formula for the assessment of Members' contributions
towards the safeguards component of the Agency's Regular Budget

Explanatory notes

A. Principal features of the formula:

1. The concept of "shielding" a group of Members remains; the freezing of
"shielded" Members as well as of their contributions is discontinued.

2. The list of "shielded" Members is based on the "shielding" threshold
criteria established in 1981, whereby Members having less than one third of the per
capita income of the average of the fifteen highest per capita income Members qualify
for "shielding". In addition, the ten Members with the highest base rate of assessment
are not qualified for "shielding". Applicable per capita income figures are the latest
available figures provided by the UN Committee on Contributions.

3. Each" shielded" Member is assessed for Regular Budget contributions towards
safeguards expenses at half of its base rate (i.e. its rate of assessment for Regular
Budget contributions towards non-safeguards expenses).

4. To mitigate the burden of sudden increases for Members, contributions of
"shielded" Members will be gradually raised over a phase-in period of five years.

5. The five years' phase-in period will be extended to ten years for "shielded"
Members moving to the "unshielded" group.

B. Calculation method applied for the phase-in period:

In each of the years 1996 through 1999 the contribution of each "shielded"
Member is initially calculated at half of its base rate and then compared with its
contribution paid for 1995. In the first year one fifth of the difference, in the second
year two fifths, in the third year three fifths and in the fourth year four fifths of the
difference between these two amounts are calculated and added to the contribution for
1995. In the fifth year (2000), each "shielded" Member will contribute at its full
share, i.e. at its half base rate. For those Members that move from the "shielded" to
the "unshielded" category, the above calculation will be extended to ten years, i.e.
in the tenth year those Members will be assessed at their full base rate.

C. The table has been prepared on the following assumptions:

1. The safeguards component of the assessment amounts to US$ 74,696,000 for
each of the years shown. This corresponds to the proposed 1996 budget, using an
exchange rate of AS 12.70. For illustrative purposes the 1996 budget figure is also
used as basis for the contributions relating to the years 1997 through 2000.

2. The base rate percentages for 1996, 1997 and 1998 are based on the approved
UN rates for the years 1995, 1996 and 1997, adjusted for differences in membership.
Since the UN rates for 1998 and 1999 are not yet available, the approved UN rates
for 1997 have been used for these two years for illustrative purposes.
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