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Purpose of the document

1. The 2008 MCM Resolution of the Council on the Financing of Part | of the Budget of the
Organisation (hereinafter “the Resolution”) set the basis for the financing of the OECD from that moment
onwards. The Resolution is intended to last indefinitely. However some of the measures agreed in 2008
have a 10 year phase-in period that ends in December 2018, which are:

e The base fee for Part | assessed contributions which is to reach its final share (30%) in 2018;

o  For Members that joined the Organisation between 2009 and 2016 a fixed contribution to the Part
| Budget was set. From 2019, these Members’ contributions will be determined in the same
manner as that of other Members.

2. The purpose of this document is to provide an overview of:

e the Resolution and its impact on the evolution of the budget;

e the treatment of contributions of Members which joined during the 2009-2016 period;

the treatment of contributions of new Members which may join the OECD in 2019 and beyond.

3. The Council is invited to request the Budget Committee to examine the possible level and
treatment of contributions for new countries after 2018 and to provide recommendations to the Council no
later than at its meeting of October 2017, in order for them to be factored in to the preparation process for
the next PWB.
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Executive Summary

The Resolution has been decisive in the functioning of the Organisation. The Budget situation
prior to the Resolution was unsustainable, as recognised by Members who decided to maintain the
real level of resources of Part | of the Organisation in the long-term;

Zero Real Growth (ZRG) is essential to secure the long-term financial sustainability of the
Organisation;

In 2008, the Council decided that Chile, Estonia, Israel and Slovenia, which joined the
Organisation in 2010, would make a fixed contribution which was determined by a
2004 Members’ Technical Task Force. In 2016, the Council decided to apply the same treatment to
Latvia (which joined in 2016). From January 2019 these Members’ contributions will be
determined in the same manner as that of other Members;

New countries joining in 2019 and beyond will be integrated to the Scale unless decided otherwise
by Council. This implies that smaller countries joining the Organisation will not be covering the
estimated cost of adding a new country to the Organisation as defined by the Members’ Task
Force;

Members may wish to consider more largely the issue of new countries joining in 2019 and
beyond and consider possible options, including the continuation of a fixed contribution for a
determined period of time for those countries, as was the case for Members which joined in 2010
and 2016;

The Council is invited to request that the Secretariat develops proposals for discussion in the
Budget Committee, on the contributions of future new Members that cover the operating costs of
integrating a new Member and preserve the capacity of the Organisation to deliver its work
programme.
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Background

4, Prior to the mid-1990s, the OECD Part | budget was adjusted on the basis of ‘Zero Volume
Growth’ (ZVG). Essentially, this was a mathematical adjustment that reflected the increased costs of
inputs (staff and non-staff) so that the Organisation could maintain the same volume of outputs. The
evolution of the OECD’s Part I Budget since 1995 (in constant value — base 100 in 1995) shows
three distinct phases as seen in the chart in Annex I.

5. The first phase, covering the period 1996 to 1999, was marked by a budget crisis, with a
reduction of more than 20% in real terms, with the enlargement of the Organisation during this period from
25 to 29 Members but with related contributions added to the Budget for only three of them, in 1997
(Hungary, Korea, Poland).

6. The second phase, from 2000 to 2008, was a period of budget uncertainty during which budget
adjustments were negotiated each biennium and settled somewhere between Zero Nominal Growth (ZNG)
and Zero Real Growth (ZRG). The overall consequence was a continued slow but steady erosion of
resources in real terms for the OECD. There was one accession (Slovak Republic) during this period, but
the Part | Budget was not increased to reflect this.

7. The unsustainability of this budgetary situation was recognised by Members. The prospect of
further new Members, and the appropriate budgetary treatment of these, was another important
consideration. After lengthy negotiations Members agreed at the 2008 MCM to the general principle of
maintaining the real level of resources of Part | of the Organisation in the long-term, as follows:

“l. Members undertake to provide a strong and sustainable financial foundation for the
Organisation, both now and in the long term, that will allow it to maintain at least the quality and
volume of outputs, while adapting to changing priorities. This will require strict prioritisation by
Members, budget transparency, efficiency savings by the Organisation and maintenance of the real
level of Part | Budget resources taking into account the rate of inflation.”

1) The Resolution and implementing Rules

Members’ contributions

8. The Resolution provides that the assessed contributions of Members to the Part | Budget be
composed of two elements:

o a base fee of 30% of the Part | Budget to be shared equally among all Members,

e a principal contribution based on relative adjusted national income for the 70% remainder of that

Budget.
9. The base fee is being phased in to reach 30% over a 10 year period, that is by December 2018.
10. In November 2008, the Council adopted the “Decision on the 2008 Principles and Rules for

Determining the Assessed Contributions by Members to the Part | Budget of the Organisation”, (hereafter
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“the 2008 Part I Rules”)". This decision provides the detailed legal framework to determine the assessed
contributions to the Part | Budget both over the longer term and for the phase-in period.

11. The compromise in the Resolution on the base fee and the principal contribution was the result of
complex discussions and was achieved only by agreeing on several transition measures to smooth the
effects of the reform for Members. The two main transition measures are the phasing in of the base fee and
the requirement of a minimum year on year increase of 0.3% in the total assessed contributions of any
Member. The latter measure has applied mainly to the United States (US) contribution. As a result of
these measures:

a) the decision to phase in the base fee component over ten years has mitigated the impact on the
smaller countries that were the most affected,

b) another important smoothing effect for the smaller countries was the provision that the total
assessed contribution of any pre-2008 Member is to increase by at least 0.3% compared with its
previous year’s total assessed contribution and that, if this is not the case, a complement
corresponding to the gap is added to the assessed contribution of such Member for the year at
stake. This minimum increase, can be abated where there is a decrease in a Member’s share in the
scale used to determine principal contributions due to a decline in its relative GNP;*

12. The minimum increase of 0.3% referred in b) above was an important compromise on the part of
the larger Members, in particular the US. Since 2009, the US percentage share of Part | Budget has been
decreasing steadily, but has been moderated by the 0.3% minimum increase, which has been applied every
year to the US contribution. The minimal 0.3% increase in the US contribution will continue until it is
phased out by Budget increases higher than 0.3%. It will take some years (7 years if the ZRG budget is
adjusted for 2% inflation and proportionately longer for lower rates of inflation) for the annual adjustment
to phase out, at which point the US will benefit from the full effect of the funding reform (with an
estimated share of the Part | budget at 17.8% in 2025 compared to 20.4% foreseen in 2018°.

13. Other mitigation elements of the Resolution are:

o the provision that the total assessed contribution of any Member will not increase by more than
15% year on year; and

o the provision that total assessed contributions of any pre-2008 Member will not increase by more
than 300% of its adjusted 2008 contribution.

14. As per the compromise reached in 2008, the 300% maximum increase of total assessed
contributions of 2008 Members referred to above, this limit would likely not be reached until about 2021
for the three smallest 2008 Members. The 0.3% minimum increase also referred to above, will continue to

! C(2008)144/REV1; C/M(2008)19/PROV.

The measure also applied to other countries during the phase-in period but will apply only to the US after
the phase-in period.

This measure continues to apply after the ten-year phase-in period until the complement reaches zero for
those countries subject to the minimum increase.

When voluntary contributions are taken into account the US share of overall Part | resources is expected to
be 16% in 2018. This is expected to decrease to an estimated 14.75% in 2025.


http://www2.oecd.org/oecdinfo/info.aspx?app=OLIScoteEN&Ref=C(2008)144/REV1
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apply to the US until about 2025 to 2030 depending on future increases in the Part | Budget due to
inflation and/or new Member contributions.

15. Prior to the final proposed Resolution being agreed, a detailed simulation was provided to all
Members illustrating its functioning (see Annex IV). Each Member’s share was shown starting with
the 2008 approved Part | scale and projected for the years 2009 through 2019 (inclusive) to show the
impact, including upon completion of the phase-in of the base fee period. The simulation used national
income data from the actual 2008 Part | scale held constant and a 2% inflation rate each year. The actual
contributions differ from this simulation by the annual changes in national income data and the difference
between expected and actual inflation rates. However, the simulation figures are very close to the actual
figures, especially for the United States, which is concerned by the 0.3% minimum increase, and for the
smallest countries, which are limited by a 15% annual increase in their total assessed contributions.

16. Annex I11 provides an overview of the history of the principles used to determine the assessed
contributions of Members to the Part | Budget and the long process that led to the 2008 Part | Rules.

17. The Resolution and the 2008 Part | Rules apply only to the Part | Budget — General Expenditures.
The “Decision on the Revised 2004 Principles and Rules for determining the assessed contributions by
Members other than for the Part I Budget of the Organisation” °(old Scale Rules), also adopted by Council
in November 2018, apply to Part I Annex Budgets: Investment, Pension Scheme and Publications. This
Decision basically provides that assessed contributions are determined in line with relative adjusted
national income and does not feature any base fee.® Many Part 1l programmes also apply the old Scale
Rules.

18. The current Resolution is a result of many compromises taking into consideration the different
sizes of Member economies and their different views on how the Organisation is to be financed. The
methodology has built in elements of flexibility that allow it to address evolving circumstances without
requiring any change in the 2008 Part | Rules, most importantly by adapting annually to the changing
capacity of Members to pay. Every year, each country's contribution is impacted by its economic situation
and by those of others.

Impact on the Budget

19. The provision for ZRG was the key element of the compromise in 2008 in order to ensure that the
Organisation would be in a position ‘to maintain at least the quality and volume of outputs, while adapting
to changing priorities’.

20. The Resolution provides a clarity, certainty and basic stability that have brought tremendous
benefits to Members, as well as reassurance to the Organisation and its staff. The process of establishing a
budget and work programme each biennium since then has focussed on relative priorities rather than on
issues around the overall envelope.

21. The Resolution thus establishes a sound budgeting basis for the OECD, while maintaining
pressures for efficiencies by linking Budget increases to host country inflation (ZRG) and not to the cost
of inputs. The Graph in Annex | shows that the Resolution stabilised the budget and allowed for further
enlargement of the Organisation. Other benefits of the Resolution are shown in Annex 1.

° C(2008)144/REV1; C/M(2008)19/PROV.
6

The substance of the old Scale Rules was only marginally amended by Council in November 2008.
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22. There are signs of emerging inflation across OECD Members. During much of the period of
transition following the Resolution, inflation has been subdued. Thus the difference between ZNG and
ZRG has been limited. During the phase-in period the Organisation has been able to maintain the volume
and quality of outputs and has successfully reallocated funds responding to priorities. The provision for
ZRG in a period where there is a clear risk of rising inflation will continue to ensure that the
Organisation can continue delivering on Members’ priorities.

2) Treatment of new Members
New Members that have joined since 2008

23. Prior to 2008, the cost of participation of new Members was discussed over several years. In late
2004, the Council established a Technical Task Force on Cost Implications of Enlargement. Its
assessment, as set out in C(2005)87, estimated the recurring cost of an anonymous generic country in the
range of MEUR 2.4 to MEUR 5.7 based on country characteristics and institutional cost elements.

24, A summary of the basis for the Council decisions on new Members’ assessed contributions and
the cost of new Members were provided in November 2010 to the Budget Committee (EDG no. 81 set out
in Annex VI).

25. The Resolution provides that the annual assessed contributions of Chile, Estonia, Israel and
Slovenia (2010 Members) are fixed at 2.4 MEUR each upon their joining the Organisation and that the
Part I Budget is increased accordingly. These amounts correspond to the minimum cost of a new
Member, as estimated by the 2005 Technical Task Force. The Resolution establishes that the fixed
contributions apply throughout the ten years and these contributions are adjusted annually to take into
account nominal increases in the Part | Budget over the period. These adjustments have been applied in line
with the above, thus bringing the assessed contributions for Chile, Estonia, Israel and Slovenia to
2.8 MEUR in 2017 and 2018.

26. In May 2016, Council decided to apply the same assessed contribution to Latvia (2016 Member)
as that paid by the 2010 Members and to add this contribution to the Part | Budget, for 2016 to 2018
[C(2016)77/REV1].

Impact of recent new Members integrating the Part | Scale in 2019

217. The four 2010 and the 2016 Members pay these fixed assessed contributions up to 2018
inclusive, as agreed by the Council. The amount, fixed as part of the Resolution’, was based on the
estimated recurring cost of anonymous generic country, defined in 2004 by the Council’s Technical Task
Force on Cost Implications of Enlargement (for details see Annex I1l). As per the Resolution, the fixed
contributions of the 2010 Members were added to the Part | Budget and allocated to Part | Output Groups
from the 2011-12 PWB. They were also added in the case of Latvia, for the 2017-18 PWB as per the May
2016 Council Decision.

28. The fixed assessed contributions will no longer be applicable to end of the phase-in period (i.e.
end 2018), as provided for in the Resolution. As from 2019, all Members will be integrated into the base
fee system to fund 30% of the Part | Budget and scale for determining the principal contributions to fund
the remaining 70%. Given the relative size of the 2010 and 2016 Members, their projected 2019 assessed
contributions are expected to be less, to varying degrees, than the fixed assessed contributions paid during

Confirmed for Latvia in the Council decision of May 2016.
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the phase-in period. This reduction in their assessed contributions will be distributed among the
membership in line with the 2008 Part | Rules.

29. Table 1 below updates the simulations provided in 2008 (reproduced in Annex IV) and shows a
simulation of the contributions payable by the 2010 and 2016 Members as from 2019. As shown, for all
five Members, the simulated contributions will be lower than the amounts currently paid by them. The
difference is estimated at MEUR 3.5 or 1.9% of the total Part | Budget. To assess this adjustment in
context, it should be recalled that variations in scale shares are a regular occurrence®, reflecting changes in
the relative national income of Members. Over the last three years (2015 — 2017), impacts on Members’
contributions due to ‘normal’ impacts of exchange rate changes and relative national incomes averaged
MEUR 2.4 per year. Annex V sets out for 2017 the difference between the 2008 simulation and the actual
percentage share.

Table 1
Contributions| Contributions | Contributions | 2019 in 2018
) with ZRG with ZRG with ZRG Value
in KEUR
Difference
INCOME FOR FINANCIAL YEAR 2016 2017 2018 2019 2018-2019
PART | - Assessed Contributions
. 2008 Members 182,416 183,362 185,025 188,523 3,498
. Chile (joined 2010) 2,778 2,794 2,821 2,528 -293
. Estonia (joined 2010) 2,778 2,794 2,821 1,781 -1,040
. Israel (joined 2010) 2,778 2,794 2,821 2,649 -172
. Latvia (joined 1 July 2016) 1,389 2,794 2,821 1,799 -1,022
. Slovenia (joined 2010) 2,778 2,794 2,821 1,851 -970
TOTAL Assessed Contributions 194,919 197,330 199,130 199,130 0
3) The level and budgetary treatment of the initial contributions of future new Members

30.

Consistent with the precedents since 2010, if a new Member accedes before the end of 2018, it

would be appropriate to treat that Member in the same way as Latvia (which followed the treatment of
Chile, Estonia, Israel and Slovenia) for the remainder of the phase-in period.

31.

More generally, in the interest of maintaining a sound and sustainable approach to the financing

of the OECD, the assessed contribution of any new Member joining the Organisation should be added to
the Budget. This should hold true for countries joining before the end of 2018 and any future Members

joining as from 2019.

For example, in the 2017 Part | scale, three Members saw decreases in their shares compared with 2016,

resulting in a total decrease of MEUR 2.73. This amount was redistributed as an increase in the shares of
other Members except those already subject to a fixed increase or limit (see below).
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32. There is a question, however, regarding the level of the contributions of new Members joining
after 2018, since their contributions should be calculated as for any other Member. The assessed
contribution (as calculated by the 2008 Part | Rules for the post phase-in period) of a new Member which
has a large economy, will be near or above the average marginal costs of a new Member to the
Organisation (e.g. the estimated assessed contribution for Colombia is MEUR 2.7 whereas the average
marginal costs of a new Member is currently set at MEUR 2.8).

33. However, this would not be the case for a new Member with a smaller economy (e.g. Costa Rica
and Lithuania, whose contributions as calculated by the 2008 Part | Rules for the post phase-in period are
estimated around MEUR 2.0 a year). The question arises as to whether these new Members should be
asked to provide an assessed contribution, during an integration period, closer to the estimated average
marginal costs of a new Member as was done for new Members in 2010.

34. This (or another alternative) treatment for new Members acceding after 2018 would be justified
to cover the higher marginal operating costs of integrating a new Member, those costs being even higher in
the first years of integration and preserve the capacity of the Organisation to deliver its work programme.
Members may consider a phase-in period before integrating new Members into the scale determined by the
2008 Part | Rules.

Proposed Action

35. In the light of the preceding, the Secretary-General invites the Council to adopt the following
draft conclusions:

a) noted document C(2017)73 presenting the 2008 Financing Resolution and
treatment of New Members;

b) invited the Secretariat to develop proposals for discussion in the Budget
Committee, on the level and budgetary treatment of assessed contributions of
new Members which may join the OECD after 2018, so as to cover the average
marginal costs of integrating a new Member and preserve the capacity of the
Organisation to deliver its work programme;

c) invited the Budget Committee to provide recommendations to the Council on the
matters referred to in paragraph b) no later than at its meeting of October 2017.
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ANNEX |

Evolution of OECD Budget over time
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ANNEX 11

Benefits of the 2008 Resolution: Strict Prioritisation, Budget Transparency and Efficiencies

1. In addition to Zero Real Growth, other ‘elements’ of sustainability were identified in the 2008
Resolution. They have been met in full.

‘Strict Prioritisation’

2. Beginning with the Medium Term Orientations survey each two years, a clear, almost continuing,
iterative process is in place to establish priorities. From the Secretary-General’s initial views, to the Heads
of Delegation input (strengthened over time) and the SG’s Strategic Orientations, through the work of each
individual Committee and the consolidation of these ‘top-down’ and ‘bottom-up’ elements into a proposal
which is reviewed twice by Members, the prioritisation of resources is established and refined over a
period of 18 months before the start of each biennium. In other words, all but the first six months of a
given biennium (which are dedicated to conducting a monitoring and evaluation of the previous
biennium’s results) are dedicated to preparing for the priorities the following biennium.

3. Long-Term Reallocations have totalled MEUR 10.9 since 2009 and the Central Priorities Fund
has been increased from an annual level of MEUR 3.1 in 2009 to the current MEUR 5.7 each year. The
Secretary-General’s Allocation Fund has remained stable at MEUR 0.8 a year over this period. Overall, the
flexibility in the financial management of the Organisation to meet Members’ identified priorities has
grown from 2.9% in 2009 to 7.8% in 2018.

‘Budget Transparency’

4. The above description of the PWB development process applies also to the issue of budget
transparency. Each Output result is identified and costed in advance, whether it is financed by assessed or
voluntary contributions, or by a mixture of both. No changes to the approved Work Programme can be
made without Members’ approval. In addition, Progress Reports, by Output Area, are provided to each
Committee on its Programme of Work implementation and on spending against estimated costs. The
Budget Committee is provided with a range of reports on quarterly, biannual or annual basis.

‘Efficiency’

5. In addition to the measures set out in paragraph [22] above, major efficiency gains have been
achieved each biennium and have been reflected in two “Efficiency Reports’ in 2010 and 2012
(BC(2010)32; BC(2012)28). In 2014, the Secretary-General launched the Value For Money (V4M) Project
(C(2014)84) which was a major corporate undertaking and which developed over 70 items into an Action
Plan for implementation over the period 2015-16. The commitment from staff to the project is high and
V4M has become a part of the Organisation's culture. The final report of this important project will be
presented in April 2017. Many of the Action Plan items are of a recurring nature, that lock in continued
efforts to improve value for money. For example, V4M Biennial Reports now provide summaries of efforts
made across Directorates and Programmes to improve V4M in the current biennium, and plans to do more
in the next one, as an integral part of the PWB preparations every two years.

11
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6. Some examples of efficiency improvements include:

e Avoidance of cross-subsidisation, and savings for the Part | budget of MEUR 4.6, thanks to the
implementation of cost-recovery mechanisms (recurring);

e Savings of MEUR 1.7, as the average staff costs have been reduced over time (recurring);
e Absorption of the 2017 salary increase: MEUR 1.2 (recurring);
e Limiting increases in non-staff budgets: MEUR 1.1 (recurring);

e Allocating annual efficiencies in corporate services to fund Class 2 assets in CIBRF: MEUR 1.2 a
year since 2011 (recurring);

e Meeting major project costs without calling for additional budget contributions from Members: the

office space project (MEUR 250 over 12 years); reinforcing security in 2017-18 (MEUR 3.0); and
the move to accrual accounting for publications income (MEUR 4.0).

12
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ANNEX 111
Original Scale Rules

1. The principles and rules for the OECD scale of contributions date back to those adopted by the
OEEC in 1953, and are based on the capacity of Member countries to contribute'. While other bases
existed in the practice of other international organisations, capacity to contribute was (and still is) used by
the United Nations system and had been used by the League of Nations.

2. “Capacity to contribute” is calculated by the Statistics Directorate using the average of the last
three years of the country’s GNP, reduced by 10% and adjusted by applying a per capita deduction to
arrive at each Member country’s “taxable income”. This per capita deduction was 20 USD for the OEEC,
increased to 100 USD at the inception of the OECD in 1963.

3. The OEEC scale principles prescribed that a country’s contribution could not be less than a fixed
floor, set at 0.10% of the Organisation’s total budget. In addition, no Member country’s contribution as a
percentage share of the Budget could be increased in one year by more than 10% (supplemented in 1987 by
an annual increase limit of 0.75 percentage points in absolute terms).

4, When the OECD constituted its scale with the United States as a Member, it amended the OEEC
principles in one important respect only: the introduction of a 25% ceiling on any Member’s contribution
as a percentage of the total budget?. At the time, Members also considered increasing the minimum
contribution to at least 0.25%, but in the end the 0.10% OEEC rate was retained. While there was no
change at that time in the minimum share in the scale, this issue remained one of the main topics of later
reform discussions.

5. A single methodology was therefore applied to determine the scales of contributions for Part |
and most Part II programmes. This methodology calculated each Member’s share based on the Member’s
adjusted relative national income in a percentage scale adding to 100%, with the application of a ceiling
and a floor. These basic principles are still relevant to a large extent to this day.

New Members Joining in the 1990s

6. Six new Members joined the OECD between 1994 and 2000. Annex A sets out a table
summarising their contribution shares and treatment in the Budget. This enlargement of the Organisation
had no recent precedent as the previous Member accession dated back to New Zealand in 1973.

7. When a new Member joins the OECD or one of its Part Il programmes at some point in the year
other than 1 January and has not been included in the scale of contributions for that year, the standard
practice is that their contributions in the year of entry are determined by reference to their hypothetical

! See Volume 13 of the Acts of the OEEC, Act No. 1070, p. 61.

The original rules for establishing the OECD scale of contributions are laid down in a Resolution adopted
in 1963 [C(63)155(Final), OECD Acts, Vol. 3 p.398-403], amended four times: 1987 [C(87)63(Final),
OECD Acts Vol. 27 p.412-415], 1991 [C/M(91)17/PRQOV, Item 161 c)], 1999 [C/M(99)9/PROV, Item
104] and 2004 [C(2003)263, C(2003)263/CORR1 and C/M(2004)1/PRQV, Item 6 confirmed in
C/MIN(2004)1 and C/M(2004)12/PART1/PROV, Item 164 e)]. These original principles were replaced by
the 2008 Part | Rules [C(2008)144/REV1, Annex I] and by the Revised 2004 Principles and Rules for
determining the assessed contributions by Members other than for the Part | Budget of the Organisation
[C(2008)144/REV1, Annex I1] and [C/M(2008)19/PROV, Items 261b) and c)].
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share in the scale pro-rated for the remainder of the year in which they join. Normally these additional
contributions are treated as a supplementary Budget without any impact on the contributions of the existing
Members.

8. Mexico joined the OECD in May 1994 and the approach outlined above was applied. Its
pro-rated contribution of 1.4 MEUR was added to the Budget in 1994 with no impact on the contributions
of existing Members in that year. In 1995, Mexico was included in the scale and its full year contribution
share of 1.65% (2.4 MEUR) was added to the Budget. This budget increase did not affect the contributions
of Members, except for those impacted by the 25% ceiling or 0.1% floor. Although total contributions
increased, the percentage shares of Members not impacted by the ceiling/floor were proportionately
reduced by Mexico’s percentage share added to the scale, thereby offsetting their nominal increases; the
nominal contributions of those countries at the ceiling or floor increased in line with their fixed percentage
share of the total budget.

9. The Czech Republic joined in December 1995 and there was no increase in the Budget in 1995 or
in the following year. The 1996 scale integrated the Czech Republic’s share of 0.15% with the result again
that most Members’ percentage shares and contributions were reduced, while the percentage shares and
contributions of those at the ceiling or the floor remained the same. Budget resources were effectively
reduced by 1.6 MEUR (1996 euros) to absorb the recurring activities devoted to integrating the Czech
Republic into the Part | Programme of Work.

10. Three new Members joined in 1996 and their shares were calculated using the 1996 scale:
Hungary (0.19%) joined in May; Poland (0.40%) joined in November; and South Korea (1.77%) joined in
December. Pro-rated contributions were invoiced for a total of 0.4 MEUR for 1996 but the
Secretary-General’s proposal® to add these contributions as a supplementary Part | Budget expenditure
authorisation, as had been accepted in the case of Mexico, was not accepted. Instead, the contributions
collected were returned to all Members as an income surplus.

11. In 1997, a total of 3.6 MEUR, representing the full year assessed contributions of these three new
Members, was added to the Budget. To provide the resources to cover the additional work associated with
these new Members, Directorates requested a total of 5.3 MEUR of recurrent funding: the difference of
1.7 MEUR represented an effective decrease in resources for the Programme of Work on top of the 4.5%
Part | Budget cut that year.

12. Each new Member’s accession incurred non-recurring costs for pre-accession studies and initial
costs of integration into the Programme of Work. The Secretariat estimated these non-recurring costs in
1996 at an average of 1.6 MEUR for pre-accession and 1.7 MEUR for integration. For the new Members
joining in the 1990s, these non-recurring costs were financed in various ways:

¢ Initial assessed contributions added to the Budget (in the case of Mexico);

e Voluntary contributions from the relevant new Member country;

e Year-end budget surpluses carried forward and earmarked for pre-accession financing;

o Costs absorbed by reallocation of existing budget resources.

3 C(96)48/ADD1, Annex 2 and C/M(97)2/PRQV, Item 21.
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13. This last source of financing was by far the largest and reduced the resources for the Programme
of Work dedicated to the existing Members. This pressure added to the cuts that were made to the
Organisation’s Budget from 1996 to 1999.

14. As shown by the above cases, there was no consistent budgetary treatment of the assessed
contributions made by new Members in the 1990s. These contributions generally did not cover the
significant increase in costs in the Programme of Work that resulted from each accession. In addition, the
new Members’ contributions had a different impact on the contributions of existing Members depending
on whether or not they were at the ceiling or floor.

Part | Scale of Contributions Discussions from 1996 to 1999

15. From 1996 to 1999, the issue of how the accession of new Members should affect the scale was
discussed extensively. The United States proposed that it share in the benefits of integrating a new member
by reducing the ceiling in the same proportion as the reduction in the shares of other existing Members.
Those paying the minimum later proposed that the floor be reduced by the same proportion.

16. The Secretary-General prepared a proposal designed to increase the Organisation’s Budget by the
amount of a new Member’s assessed contribution while avoiding an increase in the nominal amount of the
contributions of those Member countries for which the contributions are a fixed percentage because they
are at the ceiling or floor.* He proposed that these fixed percentages be proportionately reduced so that the
nominal amounts paid by existing Members remain unchanged rather than increasing when new Members
join and their contributions are added to the Budget.

17. In the absence of a consensus on his proposal, the Secretary-General proposed an alternative
method for handling new Members’ contributions. Under this proposal, the contributions of Hungary,
Korea and Poland to the Part | Budget were established on the basis of the 1996 scale data and isolated in a
separate Budget income chapter. Other Members’ contributions were calculated on the basis of the existing
scale rules and the 1997 scale data, which had the effect of reducing the United States’ share below 25% of
the total. This proposal served as a basis for the 1997 budget decision taken in February of that year with
the Part | Budget cut by 4.5%.> However, this ad hoc solution could not be translated into a scale that could
be revised annually according to changes in economic data.

18. In 1998, Council decided to open a new discussion on the scale of contributions. Unable to reach
consensus on the ceiling in the scale, Council decided in September 1998 that Part | contributions for 1998
would be based on 1997 contributions with a 3.5% cut to the budget proportionately applied between all
Members. °® The Part | scale of contributions was effectively frozen with no change in the percentage shares
of Members from 1997 to 1998 for changes in economic data.

19. Finally, in April 1999, to bring a very difficult process to a close, Council agreed to the
1999 scales, with the ceiling and floor remaining unchanged at 25% and 0.1% respectively. Council also

A Proposal on how to Deal with the Budgetary Impact of the Accession of New Members (Note by the
Secretary — General) [C(96)227], 12 November 1996.

° C(97)22/REV1 and C/M(97)4/PROV, Item 44 1).
0 C(98)171 and C/M(98)19/PRQOV, ltem 243.
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agreed to reduce the ceiling and floor proportionately when future new Members acceded, but not to fall
below 24.250% and 0.097% respectively. ’

Accession of Slovak Republic in 2000

20. The Slovak Republic joined in December 2000. No increase was made in the Budget for its
contributions that year or the following year. In 2001 its contribution was at the minimum share of 0.10%
provided under the scale rules at that time. This additional contribution of 141 KEUR reduced the
contributions of all other Members. The ceiling of 25% was proportionately reduced to 24.975% but there
was no reduction in the floor of 0.100% due to rounding limits.

Minimum Share Adjustment Agreed in 2004

21. In 2003, Council again considered adjustments to the Scale Rules.? Japan had previously raised
concerns regarding what it considered to be its disproportionate share under the existing scale. In 2003,
Japan’s share of the Part I budget contributions was 23.128% while its national income was less than half
as much as that of the United States, whose 2003 share was at the ceiling of 24.975%. Japan argued that it
was “unhealthy” to have “two member countries shouldering almost half of the burden” and proposed that
each Member contribute a minimum fee reflecting the marginal cost of membership.

22. In January 2004, after considering several proposals and simulations, Council agreed to amend
the Part | scale rules. The main components of the change were as follows:

e A Minimum Share Adjustment (MSA) of 0.128% was added to the shares of Members whose
share was below 1.5%. It was understood that the MSA would reduce but not eliminate the gap
between what the smallest Members pay and what they cost;

e The MSA was used to reduce the shares of Members whose share was above 1.5% (other than the
United States share which was subject to the ceiling);

e A redistribution cap was introduced to limit the shares reallocated as a result of the ceiling. This
cap was used to redistribute the difference between the United States’ theoretical share calculated
by national income statistics and the ceiling of 24.975%;

e The per capita adjustment was revised upwards to 875 USD to account for changes in GNP and
inflation since it had last been adjusted in 1991 (when it rose from 100 USD to 450 USD). This
adjustment provided some relief to Members with large populations but relatively less prosperous.

23. These changes were phased in over two years starting in 2005. The modifications to the Part |
scale were considered to be a partial step as the Council “agreed to return urgently to the questions of
i) changes in the scale of contributions to help accommodate budgetary pressures from accession of new
Members and ii) a contribution by new Members to the cost of integrating them into the Organisation and
of the Organisation’s accumulated intellectual and material capital, for decision at the Meeting of the
Council at Ministerial Level in May 2004 in the context of consideration of enlargement strategy”. °

! C(99)62/FINAL and C/M(99)9/PROV.
8 C(2003)61, C(2003)61/CORR1 and C(2003)61/CORR2 and C/M(2003)6/PROV, Item 98 c) and d).
o C(2003)263 and C/M(2004)1/PROV, Item 6.
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Enlargement Strategy and Evaluation of New Members’ Assessed Contributions

24. From November 2002, discussions among Members about the OECD reform process had already
made clear that if the Organisation was to play an increasing role in setting the international economic
architecture and to enjoy greater visibility in capitals, an enlarged OECD membership was inevitable.
Thus, a strategy to achieve that end was necessary. A “Working Group on the Enlargement Strategy and
Outreach” was created to consider the nature and functioning of the Organisation arising from a possible
enlargement and the implications of such an accession process.

25. Council then adopted in April 2004 the Report by the Chair of the Heads of Delegation Informal
Group on a Strategy for Enlargement and Outreach™ that contained the following conclusions:

e agreed that the budget envelope could be increased to reflect the assessed contribution of
each new Member, provided that a solution acceptable to all existing Members was found
regarding the implications for their assessed contributions;

e requested the Executive Committee to look into the question of how to accommodate
budgetary pressures from the accession of new Members, including changes in the scale of
contributions;

e agreed that the non-recurring costs of accession should be covered by new Members and
requested the Budget Committee to propose a start-up fee scheme;

e confirmed that new Members should contribute to the Organisation’s Pension Budget and
Reserve Fund, in accordance with the assessed scale of contributions used for the Fund.

26. In October 2004, Council established a Technical Task Force on cost implications of
enlargement! with a mandate to provide an estimate of the potential gap between the envelope required to
meet recurring costs in the Part | Programme of Work and Budget and the envelope from adding assessed
contributions from new Members to the Part | Budget. The Task Force was composed of eight Member
country experts working with cost data supplied by the Secretariat.

217. This Task Force prepared cost estimates for a group of anonymous and hypothetical countries
using a statistical cost simulation based on then-current information, and integrated these parameters into
the overall Budget.

28. The Report by the Technical Task Force on Cost Implications of Enlargement™” estimated that the
average recurring annual cost of an anonymous “generic” country would be 3.5 MEUR (ranging from 2.4
to 5.7 MEUR, based on country characteristics and institutional cost elements). Non-recurring costs were
estimated at an average of 3.8 MEUR for a generic country (ranging from 2.6 to 6.0 MEUR).

29. The Council at Ministerial Level agreed in May 2007 that during the interim period until a new
financing reform agreement could be reached, new Members would pay an annual amount to cover the

1o C(2004)60 and C/M(2004)10/PROV, Item 143 section .
u C(2004)143/REV5 and C/M(2004)23/PROV, Item 293.
12 C(2005)87 and C/M(2005)22/PROV, Item 295.
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costs of their participation in the Part | Budget, including transition costs. This amount would range from
2.4 t0 5.7 MEUR, which would be paid annually®.

30. In October 2007, Council at Ministerial Level agreed on the interim assessed contributions for
new Members: for Chile, Estonia, Israel and Slovenia, between 2.4 and 3.5 MEUR; for Russia between
4.6 and 5.7 MEUR, with the exact amounts that each candidate would pay upon becoming a Member to be
determined later. **

13 C/MIN(2007)4/FINAL, Section II.
1 C/M(2007)14/PROV, Item 190 ii).
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ANNEX IV

' . - . Council

' THE PROPOSAL FOR FINANCING REFORM (corr): . . - 2 June 2008

BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA { MSA PHASED OUT OVER 5 YEARS) Room Document No. 2
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2% ) . _ "

SIMULATION (corr.) INCLUDING 4 AC at 2.4ME & 1AC at 4,6ME FIXED WITH INFLATION ADJUSTMENTS UNTIL END OF TRANSITION - BASE FEE 30% - REV SCALE FOR PRINCIPAL MITIGATION AT 15%
INCLUDING a budget increase of + 2%

Ali i 2008 tributi by at least 0.30%
Current scale of contributions Year 2009 simulation

2008 r Sélehf Scale for o for le for for  Scabe for N il ian R i

comry W, St M o oo o hown e Peou U oy Soum Eotmer orueme Reg
% . KE 2009 2010 20m 2012 2013 201417 2018 KE KE KE KE KE % % %
ORMSA -
TO%MSA 8% MSA  60%MSA  40%MSA  20%MSA  0UMSA SAC )
UMITED STATES 24975 39,535 24975 © 24975 24.975 24975 24.975 24975 24,253 181 39,017, 476 39,654 11g 0.3% 03% 24558
JAPAN 16,006 25,337 15.991 15.550 15,994 15.997 16.000 16.004 15.693 161 24,982 270 25414 76 0.3% 0.9% 15739
GERMANY 9135 14,461 9.136 9223 9.311 9.399 9488 9.587 9302 161 14,273 70 14,504 43 0.3% 0.3% 8983
UNITED KINGDOM 7317 11,583 7.318 7.387 7.458 7.529 7.601 7.692 7463 161 11,432 24 11,618 35 0.5% 0.3% 7195
FRANCE 6708 10,619 _ 6.709 6.772 6.837 6.902 6.967 7.038 6827 - 181 10481 8 10,651 a2 0.3% 0.3% 6596
ITALY 5.508 8,719 5.508 5.560 5613 5667 5720 5784 5.582 161 - 8,805 - 8,766 47 0.5% 0.5% 5429
CANADA 4.555 5,628 3.556 3589 1624 3.658 3693 3731 3620 181 5,555 - 577 89 1.6% 16% 3.540
SPAIN 3546 5,613 3,546 1579 3813 3.647 3.682 3.699 3589 161 5,540 - 5,701 83 1.6% 1.6% 3.531
KOREA 2415 3,823 2418 2439 2462 2,485 2,508 2518 2.441 161 3,774 - 3,936 113 3.0% 3.0% 2438
AUSTRALIA 2,140 3,388 2,140 2161 - 218 2202 2223 2244 2477 161 3,343 - 3,505 117 3.5% 3.5% 2170
MEXICO 2127 3,367 2128 2148 2169 2188 2210 2218 2150 161 3,324 - 3,486 119~ 3sn 3.5% 2158
NETHERLANDS 2,076 3,286 2078 2,095 2116 2.136 2,156 2183 2118 161 3,243 - 3,405 18 3.6% 3.6% 2,108
SWITZERLAND 1.500 2,375 1.500 1,500 1,500 1.500 1.500 1510 1.456 161 2,343 - 2,505 . 130 5.5% 5.5% 1551
BELGIUM 1408 2,221 1.403 1.378 1.352 1327 1.301 1.278 1238 161 2182 - 2,353 132 6.0% B.0% 1.457
SWEDEN 1.325 2,097 1.326 1.200 1274 1.249 1.223 1.197 1162 161 2,070 - 2,231 134 6.4% 6.4% 1.382
NORWAY 1.156 1,830 1.157 1131 1.108 1.080 1.084 1.029 0.998 161 1,808 - 1,969 139 76% T6% 1219
AUSTRIA 1.146 1,814 1.147 1121 1.096 1.070 1.045 1.9 0.989 181 1,792 . 1,953 138 7% 7.7% 1210
DENMARK 0972 1,539 0.973 0.947 0.921 0,898 0870 0.845 0.820 161 1,520 - 1,682 143 9.5% 9.3% 1.041
POLAND 0.957 1,515 0.958 0.93z 0.507 0.881 0.855 0.830 0.805 T 81 1,497 - 1,658 143 95% 925% 1.027
TURKEY o821 1,458 o922 0.896 0.870 0.845 0.819 0.794 0.793 161 1,440 - 1,602 144 2.9% 2.9% 0.952
GREECE 0912 1,444 0913 0.887 0.862 0.838 0811 0.785 0774 1861 1,426 - 1,588 144 10.0% 10.0% 0.583
FINLAND 0787 1,246 0,788 0762 0.737 0711 0.685 0,660 0.640 161 1,231 . 1,393 147 11.8% 11.8% 0.862
PORTUGAL 0.699 1,107 0.700 0.674 0.649 0.623 0.597 0572 0.555 161 1,094 . 1,255 149 15.4% 13.4% 0.777
IRELAND a.682 1,080 0.682 0.656 0631 - 0.605 0.579 0.554 0.537 161 1,065 - 1,227 147 13.6% 13.6% 0.760
CZECH REPUBLIC 0.507 803 0.508 0482 0.456 0.431 0.405 0.380 0.388 161 704 (32) 923 120 15.0% 15.0% 0.572
MEW ZEALAND 0.443 701 0443 0418 0352 0.367 0341 0315 0.306 161 =] {47} 806 105 15.0% 15.0% 0.499
HUNGARY 0.428 678 0428 0.402 0.377 0.351 0.326 0,300 0261 161 659 [E)] 779 102 15.0% 15.0% 0.483
SLOVAK REPUBLIC 0.265 418 0.265 0.240 0214 0188 0.163 0,137 0137 " 161 414 (93) 482 63 15.0% 15.0% 0.209
LUXEMBOURG 0.216 342 0.216 0.208 0,182 Q157 013 0.106 o102 161 237 (106) 393 51 15.0% 15.0% 0.244
ICELAND 0.173 274 0173 0148 0122 0.087 .07t 0.045 0.044 161 ‘2ro (117) 315 41 15.0% 15.0% 0,195
158,300

CHILE (hypothesis: Mermber as from 2011) - 0.306 - “ . - . : -
ESTONIA {hypothesis: Member as frorm 2011) 0.040 - . - -
ISRAEL (hypathesis: Member as from 2011) 0.389 - - - -
RUSSIA (hypothesis: Mambier as from 2018) 1.907 - - - - -
SLOVENIA (hypothesis: Member as from 2011) 0.107 - - -
Total . 100000 158,300 100000 100.000  100.000 100.000 100,000 100.000 100.000 4844 156,224 402 161,470 20% 20%  100.000
Year to Year Increase in budget, of which 3,170
Increase from ‘new’ members . E
Increase from ‘old’ members - 3,170
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THE PROPOSAL FOR FINANCING REFORM (corr): FINANCING REFORM 02-06-2008
BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA ( MSA PHASED OUT OVER 5 YEARS)
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2%
SIMULATION (cor

INCLUDING a bud
All members incrni

Current s Year 2010 simulation Year 2011 simulation
Complement! Evolution Ewvolution Cumulative Resulti ement/ Evolution Ewclution Cumulative Resultin,
COUNTRY Basefes  Principal Mri?gaﬁm Total Yto Yor | Eronfon s Bassfe Princpal C:.mmn Total Yto Yo Bvolten  ahare
KE KE KE KE KE % % % KE KE KE KE KE % % %

UMITED STATES 220 32,425 1,018 39,773 119 0.3% 06%  24.140 470 38,082 1240 39,892 119 0.3% 0.0% 22463
JAPAN 220 24,601 550 25,490 76 0.3% 0.6% 15.476 470 24,288 708 25,566 76 0.3% 0.0% 14306
GERMANY 20 14,190 28 14,548 44 0.3% 0.6% 2.833 470 14,197 - 14,667 120 0.8% 1.4% 8.250
UMITED KINGDOM 220 11,265 - 11,695 77 0.7% 1.0% 7.101 470 11,372 - 11,842 147 1.3% 22% 6.668
FRANCE 220 10412 - 10,748 98 0.0% 1.2% 6.526 470 10,425 - 10,895 147 1.4% 268% 6.135
ITALY 20 8,554 - 8,884 "7 1.3% 1.0% 5,304 470 8,550 - 9,029 145 1.6% 316% 5084
CAMADA 220 5522 - 5,851 134 2.4% 4.0% 3553 470 5,526 - 5,096 145 25% 8.5% 3.378
SPAIN 220 5,506 - 5,836 135 2.4% 4.0% 3543 470 5,500 - 5,979 143 25% 8.5% 3.367
KOREA 20 3,753 - 4,082 146 37% 6.8% 2478 470 3,754 - 4,224 142 36% 10.5% 2370
AUSTRALIA 220 3,325 - 3,654 150 4.3% 7.0% 2219 470 3,328 - 3,796 141 3.0% 12.0% 2137
MEXICO 220 3,305 - 3,634 148 4.3% 7.0% 2207 470 3,307 - 3,777 143 3.0% 12.2% 2127
METHERLAMDS 20 3,203 - 3,553 148 4.3% 8.1% 2157 470 3,226 - 3,697 144 41% 125% 2082
SWITZERLAND 220 2,208 - 2,637 132 5.30% 11.1% 1.601 470 2,287 - 2,757 120 4.6% 16.1% 1.553
BELGIUM 220 2,120 - 2,450 96 4.1% 10.3% 1.487 470 2,082 - 2,532 82 3.4% 14.0% 1.426
SWEDEN 29 2,000 - 2,330 98 4.4% 11.1% 1414 470 1,843 - 2,413 a3 3.6% 15.0% 1.350
HORWAY 220 1,740 - 2,070 101 51% 13.1% 1.257 470 1,685 - 2,155 85 41% 17.8% 1213
AUSTRIA 220 1,725 - 2,054 101 5.2% 13.2% 1.247 470 1,671 - 2,141 a7 4.2% 18.0% 1.206
DENMARK 29 1457 - 1,786 105 6.2% 16.1% 1.085 470 1.404 - 1,874 88 4.9% 21.8% 1.055
POLAND 220 1,434 - 1,763 105 6.3% 16.4% 1.071 470 1,383 - 1,853 a0 5.1% 223% 1.043
TURKEY 220 1,372 - 1,708 106 6.6% 17.1% 1.037 470 1,327 - 1,797 89 5.2% 232% 1.012
GREECE 29 1,365 - 1,694 106 6.7% 17.3% 1.029 470 1,314 - 1,784 a0 5.3% 23.6% 1.005
FIMNLAMD 220 1,172 - 1,502 109 7.8% 20.5% 0912 470 1,124 - 1,594 92 8.1% 27.0% 0.897
PORTUGAL 220 1,037 - 1,366 111 8.0% 23.5% 0.830 470 200 - 1,460 93 8.8% 31.0% 0.822
IRELAND 29 1,008 - 1,339 112 0.1% 24.0% 0.813 470 62 - 1,432 a4 7.0% 327% 0.806
CZECH REPUBLIC 220 742 (10) 1,061 138 15.0% 32.3% 0.544 470 &05 - 1,165 104 0.8% 45.2% 0.656
NEW ZEALAND 220 543 (45) 927 121 15.0% 32.3% 0.563 470 598 W 1,067 139 15.0% 521% 0.601
HUNGARY 29 618 (52) 896 "7 15.0% 323% 0544 470 575 (15) 1,030 134 15.0% 521% 0.580
SLOVAK REPUBLIC 220 380 (144) 555 T2 15.0% 32.3% 0.337 470 3226 (158) 638 83 15.0% 521% 0.350
LUXEMBOURG 320 320 (197} 452 59 15.0% 32.3% 0.275 470 278 (228) 520 68 15.0% 521% 0203
ICELAND 29 228 (185) 362 47 15.0% 32.3% 0.220 470 186 (240) M7 54 15.0% 521% 0.235
CHILE {hypothesis: Me - - 2,400 - - 2,400 1.351
ESTONIA (hypothesis: - - 2,400 - - 2,400 1.351
ISRAEL (hypothesis: M - - 2400 - - 2,400 1.351
RUSSIA (hypothesis: M - - - -
SLOVENIA (hypothesis - - 2,400 - - 2,400 1.351
Total 0,882 153,855 063 164,700 20% 40%  100.000 23703 152.480 1408 177,590 7.8% 12.2%  100.000
Year to Year Incre 3,230 12,890

Increase from ‘nen - 9,600

Increase from ‘old” 3,230 3,290
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SIMULATION (cor
INCLUDING a bud
All members incri

Current s

COUNTRY

UNITED STATES
JAPAN

GERMANY
UNITED KINGDOM
FRANCE

ITALY

CANADA

SPAIN

KOREA
AUSTRALIA
MEXICO
NETHERLANDS
SWITZERLAND
BELGIUM
SWEDEN
NORWAY
AUSTRIA
DENMARK,
POLAND

TURKEY
GREECE
FINLAND
PORTUGAL
IRELAND

CZECH REPUBLIC
NEW ZEALAND
HUNGARY
SLOVAK REPUBLIC
LUXEMBOURG
ICELAND

CHILE [hypothesis: Me:
ESTONIA (hypothesis:

ISRAEL (hypothesis: M
RUSSIA (hypothesis: M
SLOVENIA (hypothesis

Total
Year to Year Incre

Increase from ‘nen
Increase from ‘old”

Base fee

KE

638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638
638

2448
2448
2448

2448

Principal

KE

37471
24,001
14,102
11,208
10,355
8,502
5,488
5472
3728
3,304
3284
3,205
2,251
1881
1,674
1,620
1,605
1,344
1322
1,268
1,254
1,067
o35
o08
647
551

150,035

THE PROPOSAL FOR FINANCING REFORM (corr):
BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA ( MSA PHASED OUT OVER 5 YEARS)
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2%

Year 2012 simulation Year 2013 simulation

Complement/ Ewvolution Ewvolution Cumulative Resulting Ewvolution Ewvolution Cumulative

Mitigation 1 0tal Yio¥Y  YioY Evoluion  share Basefee  Principal Cf:\"n?;aﬁun Total YioY  YioY  Evolution
KE KE KE % % % KE KE KE KE KE % %
1001 40,012 120 0.3% 12% 22082 815 38,811 2508 40,132 120 0.3% 1.5%
1,002 25,643 77 0.3% 12%  14.156 815 23,583 1322 25720 T 0.3% 1.5%
- 14,741 74 0.5% 1.0% 8138 815 13.885 - 14,800 59 0.4% 2.3%
11,935 93 0.8% 30% 6.580 815 11.203 - 12,018 a3 0.7% 28%
10,995 100 0.9% 35% 6.070 815 10.269 - 11,084 a9 0.5% 44%
9,142 113 1.3% 4.8% 5047 815 3431 - 9,246 104 1.1% 6.0%
6,128 132 2.2% 2.0% 3.383 815 5443 - 6,258 13 2% 11.2%
6,111 132 2.2% 2.0% 3.374 815 5427 - 6,242 13 2% 11.2%
4,368 144 3.4% 14.2% 2411 815 3,608 - 4,513 145 2.3% 128.1%
3,943 147 3.0% 18.4% 2177 815 3277 - 4,092 149 28% 20.8%
3,924 146 3.0% 18.5% 2.186 815 3257 - 4,072 149 28% 21.0%
3,844 148 4.0% 17.0% 2122 815 3,178 - 3,993 149 20% 21.5%
2,890 133 4.8% 21.7% 1.505 815 2211 - 3,026 136 47% 274%
2,630 a9 3.0% 18.4% 1.452 815 1.818 - 2,733 102 20% 23.0%
2,513 101 4.2% 10.8% 1.387 815 1.803 - 2,618 104 4.2% 24.8%
2,260 105 4.0% 235% 1.247 815 1.554 - 2,369 109 4.5% 204%
2,245 103 4.8% 237% 1.238 815 1.540 - 2,355 111 4.0% 208%
1,984 109 5.8% 28.0% 1.085 815 1.282 - 2,097 114 57% 36.3%
1,961 108 5.8% 20.5% 1.083 815 1.260 - 2,075 114 55% 3T.0%
1,907 110 6.1% 30.8% 1.053 815 1.207 - 2,022 115 6.0% 387%
1,804 109 6.1% 31.2% 1.045 815 1,185 - 2,010 117 6.2% 30.3%
1,706 112 7.0% 36.0% 0.942 815 1.010 - 1,825 119 7.0% 46.5%
1,574 114 7.8% 423% 0.880 215 280 - 1,695 121 TT% 53.7%
1,547 115 2.0% 43.3% 0.854 215 253 - 1,669 121 7% 54 5%
1,286 121 10.3% 60.2% 0710 215 507 - 1,412 126 0.8% TE.0%
1,190 123 11.8% 60.7% 0.857 815 503 - 1,318 128 10.7% 87.9%
- 1,166 136 13.2% T21% 0.844 215 480 - 1,296 130 11.1% 01.2%
(188) 734 96 165.0% T4.0% 0.405 215 240 (212) 844 110 15.0% 101.1%
(277) 598 78 165.0% T4.0% 0.330 215 193 (320) 688 90 15.0% 101.1%
(306) 479 62 165.0% T4.0% 0.284 215 105 (389) 551 72 15.0% 101.1%
2,448 48 20% 20% 1.351 2,407 - - 2,497 49 2.0% 4.0%
2,448 48 20% 20% 1.351 2,407 - - 2,497 49 2.0% 4.0%
2,448 48 20% 20% 1.351 2,407 - - 2,497 49 2.0% 4.0%
2,448 48 20% 2.0% 1.351 2497 - - 2,497 49 2.0% 4.0%
2124 181,140 20% 14.4%  100.000 34441 147302 2827 184,760 2.0% 16.7%
3,550 3,620
192 196
3358 3,424
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Resulting
share

0.372

1.351
1.351
1.351
1.351

100.000



C(2017)73
THE PROPOSAL FOR FINANCING REFORM (corr): FINANCING REFORM 02-06-2008
BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA ( MSA PHASED OUT OVER 5 YEARS)
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2%
SIMULATION (cor

INCLUDING a bud
All members incrn

Current st Year 2014 simulation Year 2015 simulation
ement Evolution Ewvolution Curmulative Resultin lement Evolution Ewolution Cumulative Resuilti
COUNTRY Basefee Principal m ation Total YioY Vig Evolution <hare o Basefee  Principal Cfm ation Total YioY VoY Evolution shar:g
KE KE KE KE KE % % % KE KE KE KE KE % % %

UNITED STATES 908 36,008 3158 40,252 120 0.3% 1.8% 21359 1.187 35,124 4pez 40,373 121 0.3% 21%  21.003
JAPAN 908 23,130 1888 25797 7 0.3% 1.8%  13.688 1.187 22,508 2178 25,874 7 0.3% 21% 13460
GERMANY 908 13,856 - 14,854 54 0.4% 27% 7.882 1187 13,483 228 14,808 45 0.3% 3.0% 7750
UNITED KINGDOM e 1,117 - 12,115 96 0.8% 4.6% 6.428 1,187 10,818 148 12,151 36 03% 4.9% 8.321
FRANCE 908 10,168 - 11,167 a3 0.7% 5.2% 5.025 1.187 9,505 11g 11,200 33 0.3% 5.5% 5.828
ITALY 908 8,331 - 9,328 82 0.8% 7.0% 4.850 1.187 8,108 63 9,356 28 0.3% 7.3% 4.887
CANADA oo £,302 - 6,390 132 2.1% 13.5% 3.301 1.187 5,247 - 6,434 44 0.7% 14.3% 3347
SPAIN 908 5,348 - 6,344 102 1.6% 13.0% 3.366 1,187 5,202 - 6,389 46 0.7% 13.8% 3.324
KOREA 908 3,638 - 4,634 121 27% 21.2% 2459 1.187 3,538 - 4,726 92 20% 23.6% 2458
AUSTRALIA 908 3,243 - 4,241 149 6% 25.2% 2250 1.187 3,156 - 4,343 102 24% 28.2% 2258
MEXICO e 3,203 - 4,200 128 31% 24.8% 2228 1.187 317 - 4,304 103 25% 27.8% 2238
NETHERLANDS e 3,155 - 4,153 160 4.0% 26.4% 2204 1,187 3,070 - 4,257 105 25% 20.6% 2215
SWITZERLAND 908 2,182 - 3180 154 5.1% 33.9% 1.887 1.187 2,124 - 3,31 131 4.1% 30.4% 1722
BELGIUM 908 1,843 - 2,840 108 3.0% 27.8% 1.507 1.187 1,783 - 2,980 140 4.5% 34.2% 1.550
SWEDEN e 1.730 - 2,728 110 42% 0.0% 1447 1.187 1,883 - 2,871 143 5.2% 36.0% 1403
NORWAY 908 1,487 - 2,485 116 4.89% 35.5% 1.218 1,187 1,447 - 2,634 150 G.0% 44.0% 1.370
AUSTRIA 908 1,473 - 2,470 115 45% 36.2% 1311 1.187 1.433 - 2,620 150 6.1% 44.4% 1.383
DENMARK 908 1.221 - 2,219 122 5.5% 442% 1477 1.187 1.188 - 2,376 157 7.1% 54.4% 1238
POLAND e 1.200 - 2,197 122 £5.0% 45.0% 1.188 1.187 1.187 - 2,355 157 7.2% 65.4% 1.225
TURKEY 908 1,148 - 2,145 123 6.1% 47.1% 1.138 1,187 1,117 - 2,304 159 T 4% 58.0% 1188
GREECE 908 1.135 - 2,132 122 6.1% 477% 1131 1.187 1,104 - 2,291 159 TE% 58.7% 1.182
FINLAND 908 254 - 1,952 127 7.0% 56.7% 1.038 1.187 @28 - 2,116 164 S4% 69.8% 1.101
PORTUGAL e 827 - 1,824 129 TE% 84.0% 0.968 1.187 204 - 1,992 167 0.2% 80.0% 1.038
IRELAMD 908 &0 - 1,798 130 7.5% 66.6% 0854 1.187 7Te - 1,966 168 2.3% 82.1% 1023
CZECH REPUBLIC 908 540 - 1,547 135 0.6% 92.7% 0.821 1.187 534 - 1,722 175 11.3% 114.5% 0.898
NEW ZEALAND 908 455 - 1,453 135 10.2% 107.2% 0771 1.187 3 - 1,630 177 12.2% 132.5% 0.848
HUNGARY 008 434 - 1,431 136 10.5% 111.3% 0.758 1,187 422 - 1,609 178 12.4% 137.5% 0.837
SLOVAK REPUBLIC 998 108 (225) a7o 127 15.0% 131.3% 0515 1.187 193 (264) 1,116 146 15.0% 166.0% 0580
LUXEMBOURG 0aa 153 (380) 791 103 15.0% 131.3% 0.420 1,187 149 427) a10 119 15.0% 186.0% 0473
ICELAND fet=t:} 65 (429) 633 a3 15.0% 131.3% 0236 1.187 63 (522) T28 95 15.0% 1686.0% 0379
CHILE (hypothesis: Mei 2547 - - 2,547 50 2.0% 6.1% 1.351 2,508 - - 2,598 51 2.0% 2.7% 1.351
ESTOMIA (hypothesis: 2547 - - 2,547 50 2.0% 6.1% 1.351 2,508 - - 2,598 51 2.0% 2.7% 1.351
ISRAEL (hypothesis: M 2547 - - 2,547 50 2.0% 6.1% 1.351 2,588 - - 2,508 51 20% 2.2% 1.351
RUSSIA (hypothesis: M - - -
SLOVEMIA (hypothesis 2547 - - 2,547 50 2.0% 6.1% 1.351 2,508 - - 2,598 51 2.0% 2.7% 1.351
Total 40,118 144,527 3813 188,460 2.0% 19.1%  100.000 46.010 140,837 sss2 192,230 20% 21.4% 100.000
Year to Year Incre 3,700 3,770

Increase from ‘new 200 204

Increase from ‘old’ 3,500 3,566
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SIMULATION (cor
INCLUDING a bud
All members incn

Current s

COUNTRY

UNITED STATES
JAPAN

GERMANY
UNITED KINGDOM
FRANCE

ITALY

CAMADA

SPAIN

HOREA
AUSTRALIA
MEXICO
MNETHERLANDS
SWITZERLAND
BELGIUM
SWEDEN
NORWAY
AUSTRIA
DENMARE
POLAND

TURKEY

GREECE
FINLAND
PORTUGAL
IRELAND

CZECH REPUBLIC
NEW ZEALAND
HUNGARY
SLOVAK REPUBLIC
LUXEMBOURG
ICELAND

CHILE (hypathesis: M
ESTOMIA (hypothesis:

ISRAEL (hypothesis: M
RUSSIA (hypathesis: M
SLOVENIA (hypothesis

Total
Year to Year Incre

Increase from ‘newn
Increase from ‘old’

Base fee Principal

KE

1,384
1,384
1384

1,384
1,384
1,384
1,384
1,384
1,384
1,384
1,384
1,384
1,384
1,384
1,384

1,384
1,384
1,384
1,384
1384
1,384
1,384
1,384
1,384
1384

1,384
1,384

2,850
2,650
2,850

2,650

82,120

KE

34,032
1,807
13,082
10,481
9,587
7.854
5,084
5,040
3428
3,058
3,020
2875
2058
1737
1631
1,402
1,388
1151
1,13
1,082
1,070

136,262

Year 2016 simulation

Complement
Mitigation

KE KE

Total

5070 40,494
2,761 25,052
405 14,943
w22 12,188
262 11,234
146 9,384
- 6,468
- 6,424
- 4,812
- 4,442
- 4,404
- 4,359
- 3,442
- 3,121
- 3,015
- 2,786
- 2,773
- 2,535
- 2,515
- 2,466
- 2,454
- 2,283
- 2,163
- 2,139
- 1,902
- 1,813
- 1,793
(287) 1,283
(482) 1,046
(508) 838

- 2,650

- 2,650

- 2,650

- 2,650
7888 196,070
3,840

208
3632

THE PROPOSAL FOR FINANCING REFORM (corr):
BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA ( MSA PHASED OUT OVER 5 YEARS)
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2%

Ewvolution Ewolution Cumulative Resulting

oY

KE

Yo

%

0.3%
0.3%
0.3%
0.3%
0.3%
0.3%
0.5%
0.5%
1.8%
23%
23%
24%
3.0%
4.7%
5.0%
5.8%
5.8%
8.7%
6.8%
T.0%
T1%
T.0%
B.6%
8.8%
10.5%
11.2%
11.4%
15.0%
15.0%
15.0%

2.0%

2.0%
2.0%

20%

Evolution

%

2.4%
2.4%
3.3%
5.2%
5.8%
T7.6%
14.0%
14.4%
25.0%
31.1%
30.8%
32.6%
44.0%
40.5%
43.7%
52.3%
52.8%
B4.8%
66.0%
60.1%
70.0%
83.3%
85.5%
98.1%
137.0%
158.6%
184.6%
205.8%
205.9%
205.9%

10.4%
10.4%

10.4%

10.4%

share

Base fee Principal
HKE HKE
1,588 32.814
1,588 21,028
1,588 12.508
1,588 10,108
1,588 8,245
1,588 7.573
1,588 4,002
1,588 4,860
1,588 3,306
1,588 2,048
1,588 2012
1,588 2,868
1,588 1.884
1,588 1,675
1,588 1.573
1,588 1,352
1,588 1.339
1,588 1.110
1,588 1,001
1,588 1.043
1,588 1.031
1,588 887
1,588 752
1,588 728
1,588 420
1,588 414
1,588 304
1,588 180
1,588 138
1,588 50
2703 -
2,703 -
2,703 -
2,703 -
58458 131,389
Fage 5 of 6
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Year 2017 simulation

‘Complement
Mitigation

KE KE

Total

8213 40,616
3414 26,030

- 2,703
10,145 199,990
3,920

212
3,708

Ewvolution Evolution Cumulative Resulting

oY

KE

ot

%W

0.3%
0.3%
0.3%
0.3%
0.3%
0.3%
0.3%
0.4%
1.7%
21%
23%
23%
3.8%
4.5%
4.8%
5.5%
5.6%
6.4%
6.5%
6.7%
6.8%
7.5%
8.1%
8.3%
0.8%
10.4%
10.68%
15.0%
15.0%
15.0%

20%

20%

20%

20%

20%

Evolution

%

27%
27%
3.6%

6.1%
8.0%
15.3%
14.9%
28.0%
33.5%
33.6%
35.6%
50.4%
46.8%
50.7%
60.7%
61.3%
T5.4%
76.8%
80.5%
81.4%
o7.1%
111.4%
114.5%
160.1%
185.5%
102.6%
251.8%
251.8%
251.8%

12.6%

12.6%

12.6%

12.6%

26.3%

share

%

20.300
13.016
744
6.112
5634
4.708
3245
3224
2447
2268
2250
2228
1.788
1.632
1581
1.470

1340
1330
1.318
1.310
1228
1.170
1.158
1.044
1.001
0.ee1

0.601
0482

1.351

1.351
1.351

100.000

C(2017)73

FINANCING REFORM 02-06-2008



C(2017)73
THE PROPOSAL FOR FINANCING REFORM (corr): FINANCING REFORM 02-06-2008
BASE FEE AT 30% - REVISED SCALE TO CAP PCA EXCLUDE MSA ( MSA PHASED OUT OVER 5 YEARS)
MITIGATION AT 15%, MINIMUM INCREASE IN CONTRIBUTIONS 0.3%, INFLATION of + 2%

SIMULATION (cor - -
INCLUDING a bud

All members incn 0%
Current s Year 2018 simulation Year 2019 simulation
Complement Ewolution Ewolution Cumulative Cumulative Resulti ‘Compound lement Ewvolution Ewvolution Curmulative Resulti
COUNTRY Basefee  Principal .erir:gaum Total YioY Yto¥  Evoluion Evolution shareng incr:::e Basefee  Principal maﬁm Total Yio¥ YioY  Evolution shareng
KE KE KE KE KE % KE % % % KE KE KE KE KE % % %
(201872008
A0}
UNITED STATES 1,788 31,680 7260 40,738 122 03w 1,202 30% 10530 0.3% 1.824 34,072 4084 40,860 122 0.3% 3.3% 10205
JAPAN 1,788 20301 4010 26,108 T8 0.3% Tro 30% 12518 0.3% 1.824 22620 1724 26,186 78 0.2% 3.3% 12308
GERMANY 1,788 12,161 1,084 15,033 45 0.3% 572 4.0% 7.207 0.4% 1.824 13413 - 15,237 204 1.4% 5.4% 7181
UNITED KINGDOM 1,788 9,757 716 12,261 kY 0.3% 678 5.0% 5.878 0.6% 1.824 10,761 - 12,585 324 265% 2.7% 5015
FRAMCE 1,788 2025 sgz 11,301 34 0.3% 682 4% 5418 0.6% 1.824 0,844 - 11,668 367 32% 0.5% 5424
ITALY 1,788 7312 341 9,441 28 0.3% 722 8.3% 4528 0.8% 1.824 2,063 - 9,887 446 47% 13.4% 4.847
CAMADA 1,788 4733 - 6,521 30 0.5% 803 15.0% 3.126 1.5% 1.824 5,220 - 7,044 523 3.0% 25.2% 331
SPAIN 1,788 4,502 - 6,480 32 0.5% 867 15.4% 2107 1.4% 1.824 5,175 - 6,099 519 2.0% 24.7% 3.200
KOREA 1,788 3,102 - 4,979 a6 17% 1,156 30.3% 2387 27% 1.824 3,520 - 5,343 364 7.3% 30.5% 2512
AUSTRALIA 1,788 2,846 - 4,634 98 220w 1,247 26.9% 2222 3.2% 1.824 3,138 - 4,963 328 T.1% 46.5% 2333
MEXICO 1,788 2811 - 4,599 99 22w 1,232 26.6% 2205 3.2% 1.824 3,100 - 4,924 325 7.1% 46.2% 2314
METHERLANDS 1,788 2,780 - 4557 101 23w 1,271 28.7% 2.185 3.3% 1.824 3,058 - 4,879 322 7.1% 48 5% 2203
SWITZERLAND 1,788 1,815 - 3,703 13 37% 1,329 56.0% 1.775 4.5% 1.824 2114 - 3,038 234 8.3% 65.8% 1.851
BELGIUM 1,788 1,817 - 3,405 142 43% 1,184 53.3% 1.833 4.4% 1.824 1,785 - 3,609 204 8.0% 62.5% 1.806
SWEDEN 1,788 1518 - 3,306 145 48% 1,209 5T.6% 1.585 4.7% 1.824 1,678 - 3,499 193 5.8% 66.8% 1.845
HORWAY 1,788 1,305 - 3,093 153 52% 1,263 60.0% 1483 5.4% 1.824 1438 - 3,263 170 5.5% 78.3% 1.5M
AUSTRIA 1,788 1,203 - 3,081 153 520 1,266 60.9% 1477 5.4% 1.824 14268 - 3,250 169 5.5% TO.1% 1.527
DEMMARK 1,788 1,072 - 2,860 161 sow 1,321 25.0% 1.371 8.4% 1.824 1,182 - 3,006 146 5.1% 05.4% 1.413
POLAND 1,788 1,063 - 2,841 162 1% 1,326 &7 5% 1.362 6.5% 1.824 1,181 - 2,084 144 5.1% o7.0% 1.403
TURKEY 1,788 1,007 - 2,795 164 g2% 1,337 291.7% 1.340 6.7% 1.824 1,143 - 2,967 172 8.2% 103.5% 1.395
GREECE 1,788 006 - 2,784 164 s3% 1,340 92.8% 1.335 6.8% 1.824 1,116 - 2,940 156 5.6% 103.6% 1382
FINLAND 1,788 237 - 2,625 170 ao 1,379 110.7% 1.259 7.7% 1.824 @23 - 2,747 121 4.8% 120.5% 1201
PORTUGAL 1,788 726 - 2,513 174 74% 1407 127.2% 1.205 B.6% 1.824 300 - 2,624 110 44% 137.1% 1.233
IRELAND 1,788 702 - 2,491 175 758 1,411 130.7% 1184 8.7% 1.824 T4 - 2,508 107 4.3% 140.6% 1.221
CZECH REPUBLIC 1,788 432 - 2,270 183 27w 1467 182.8% 1.088 11.0% 1.824 531 - 2,354 84 37% 103.3% 1.107
MEW ZEALAND 1,788 400 - 2,187 185 o3% 1486 211.0% 1.040 12.0% 1.824 4“1 - 2,265 7 35% 223.0% 1.085
HUNGARY 1,788 381 - 2,168 186 o4 1,491 220.1% 1.040 12.3% 1.824 420 - 2,243 75 34% 231.1% 1.054
SLOVAK REPUBLIC 1,788 174 (265) 1,697 21 150% 1,278 304.6% 0.814 15.0% 1.824 198 7o 1,952 255 15.0% 365.2% 0.917
LUXEMBOURS 1,788 134 (530) 1,383 180 150 1,04 304.6% 0.663 15.0% 1.824 147 (380) 1,591 207 15.0% 365.2% 0.748
ICELAND 1,788 57 (737) 1,108 145 15.0% 834 304.6% 0.531 15.0% 1.824 63 (613} 1,274 166 15.0% 365.2% 0.500
192,963 21.8% 2.0% -
CHILE (hypothesis: Met 2757 - - 2,757 54 2.0% 357 14.0% 1.322 1.824 441 2,265 (492) -17=% 5.6% 1.065
ESTOMNIA (hypothesis: 2,757 - - 2,757 54 20% 357 14.9% 1.322 1.824 58 1,881 (876) -318% -21.6% 0.884
ISRAEL (hypothesis: M 2757 - - 2,757 54 2.0% 357 14.0% 1.322 1.824 5681 2,385 (372) -135% 0.6% 1.121
RUSSIA (hypothesis: M 4,600 - - 4,600 2205 1.824 2,750 4,573 (27) -0.6% 0.6% 2.150
SLOVENIA (hypothesis 2,757 - - 2,757 54 2.0% 357 14.0% 1.322 1.824 154 1,078 (779) -2m3% -17.68% 0.820
15,627
Total 60,2685 126,340 12477 208,590 4.3% 31.8% 100.000 63.828 144,108 4738 212,760 20% 34.4% 100.000
Year to Year Incre 8,600 4170
Increase from ‘new 4,816 (2,545)
Increase from ‘old” 3,784 6,715
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Part | Budget Percentage Share - Comparison between 2008 Simulation and Actual Scale

For the Year 2017

Percentage Share of Contributions

Member

UNITED STATES
JAPAN
GERMANY
UNITED KINGDOM
FRANCE

ITALY

CANADA

SPAIN

KOREA
AUSTRALIA
MEXICO
NETHERLANDS
SWITZERLAND
BELGIUM
SWEDEN
NORWAY
AUSTRIA
DENMARK
POLAND
TURKEY
GREECE
FINLAND
PORTUGAL
IRELAND

CZECH REPUBLIC
NEW ZEALAND
HUNGARY
SLOVAK REPUBLIC
LUXEMBOURG
ICELAND

CHILE ( Member from 2010)

ESTONIA ( Member from 2010)
ISRAEL ( Member from 2010)
SLOVENIA (Member from 2010)
LATVIA (was not included in simulation)
Total

Notes:

ANNEX V

Year 2017 from

2008 Simulation

(based on 2004 -
2006 national
income data)

Year 2017 Actual
(based on 2013 -
2015 national
income data)

Percentage Share

Percentage Share

Percentage
Variance Increase
/ (Decrease)

20.309 20.583 0.27
13.016 9.426 (3.59)
7.494 7.393 (0.10)
6.112 5.457 (0.66)
5.634 5.400 (0.23)
4.706 4126 (0.58)
3.245 3.645 0.40
3.224 2.966 (0.26)
2.447 3.074 0.63
2.268 3.093 0.82
2.250 2.757 0.51
2.228 2.200 (0.03)
1.786 2.075 0.29
1.632 1.641 0.01
1.581 1.627 0.05
1.470 1.613 0.14
1.464 1.452 (0.01)
1.349 1.336 (0.01)
1.339 1.542 0.20
1.316 2.005 0.69
1.310 1.124 (0.19)
1.228 1.200 (0.03)
1.170 1.111 (0.06)
1.158 1.129 (0.03)
1.044 1.077 0.03
1.001 1.067 0.07
0.991 0.955 (0.04)
0.738 0.778 0.04
0.601 0.610 0.01
0.482 0.488 0.01
1.351 1.416 0.06
1.351 1.416 0.06
1.351 1.416 0.06
1.351 1.416 0.06
- 1.416 1.42
100 100 0

1. Variations result primarily from the relative changes in national income compared to all
other Members with currency variations being the main driver of the changes
2. The simulation in 2008 has no changes in national income and varies each year

only for the phase-in of the base fee subject to mitigation limits of 15% maximum and 0.3% minimum increases

3. The actual scale for 2017 reflects economic data averaging the years 2013 - 2015
The 2008 simulation used data for averaging the years 2004 - 2006
4. The actual contribution amounts of the US, Slovak Republic, Luxembourg and Iceland equal those in the 2008 simulation. This is
because the United States has fixed 0.3% increases, and the other three countries are limited by a 15% annual increase in their assessed
contributions. Their actual percentage shares in 2017 are higher than the shares in the simulation due to a lower rate of actual inflation
applied than was used in the simulation. These increases are offset by other countries' actual shares being lower than their shares in

simulation.
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ANNEX VI
Budget Committee EDG No. 81
15 November 2010

This note is in response to a request from the Chair and shared with the membership in case of wider
interest as to the background on how the cost of enlargement was discussed.

HISTORY OF THE ESTABLISHMENT OF NEW MEMBERS’ ASSESSED CONTRIBUTIONS

1. At the November 2002 retreat of OECD Heads of Delegation, the discussion on the OECD
reform process made clear that if the Organisation was to play an increasing role in setting the international
economic architecture and to enjoy greater visibility in capitals, an enlarged OECD membership was
inevitable and a strategy to that end necessary. In the wake of that meeting, a “Working Group on the
Enlargement Strategy and Outreach” (HOD/IG4) was created with a mandate to review the questions
related to the nature and functioning of the Organisation arising from a possible enlargement and the
implications of the accession process.

2. The Report by the Chair of the Heads of Delegation Informal Group on a Strategy for
Enlargement and Outreach [C(2004)60)] was presented to Council and the draft conclusions were adopted
whereby the Council:

e agreed that the budget envelope could be increased to reflect the assessed contribution of
each new Member, provided that a solution acceptable to all existing Members is found
regarding the implications for their assessed contributions;

e requested the Executive Committee to pursue its deliberations on the question of how to
accommodate budgetary pressures from accession of new Members including changes in the
scale of contributions, with a view to reaching a solution before a new accession process
begins;

e agreed that the non-recurrent costs of accession should in principle be covered by the new
Members and requested the Budget Committee to propose a start-up fee scheme to be agreed
by the Council before a new accession process begins;

o confirmed that new Members should contribute to the Organisation’s pension budget
including the Pension Reserve Fund, in accordance with the assessed scale of contributions.

3. On 22 April 2004, Council “requested the Executive Committee to pursue its deliberations on the
guestion of how to accommodate budgetary pressures from accession of new Members including changes
in the scale of contributions, with a view to reaching a solution before a new accession begins”
[C/M(2004)10, Item 143, Section Il h)]; and on 28 October Council established a Technical Task Force on
cost implications of Enlargement [C(2004)143/REV5] with a mandate to provide an informed estimate of
the potential gap between the envelope required to meet recurring costs of the present Part | Programme of
Work and Budget and the envelope from adding assessed contributions to the Part | Budget resulting from
an enlargement by a hypothetical and anonymous group of new Member countries.

4, In addition, the mandate requested an estimate, based on historical experience, of the
non-recurring costs of a new Member as well as an estimate of the capital contribution which a new
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Member might reasonably be asked to contribute to investments made by existing Members in the Site and
other facilities of the Organisation.

5. The Technical Task Force elaborated cost estimations simulated for a group of anonymous and
hypothetical countries based on a statistical cost simulation for anonymous countries based on then current
information, and integrated parameters of uncertainty in the case of enlargement.

6. The Report by the Technical Task Force on Cost Implications of Enlargement [C(2005)87]
estimated that the recurring cost of an anonymous generic country would be 3.5 MEUR with a range of
variation from 2.4 to 5.7 MEUR, based on country characteristics and institutional cost elements.
Non-recurring costs were estimated at an average of 3.8 MEUR for a generic country, with a range of
variation from 2.6 to 6.0 MEUR.

7. Council never formally endorsed these amounts, but “noted that the report by the Technical Task
Force is a valuable basic element for further consideration at the relevant time” [C/M(2005)22/PROV].

8. The Council Resolution on Enlargement and Enhanced Engagement adopted at ministerial level
on 16 May 2007 agreed that “during this interim period, upon joining the OECD, new Members would pay
an annual amount to cover their costs, including transition costs, arising from their participation in the
activities covered by the Part | budget of the Organisation. This amount would range from 2.4 to
5.7 MEUR, which would be paid annually until a reform of financing of the Organisation for all Members
has been fully implemented. This range only applies to new Members and is without prejudice to any
future decisions on financing. The precise amounts to be paid by each new Member will be agreed before
the adoption of the first “roadmap” for accession and will be adjusted in line with the level of adjustment
of the Part I budget and in the light of the reform of financing to be agreed” [C/MIN(2007)4/FINAL]. This
range was in line with the conclusions of the Technical Task Force.

9. On 15 October 2007, Council agreed the interim assessed contributions of new Members in the
following range: Chile, Estonia, Israel and Slovenia between 2.4 and 3.5 MEUR and for Russia between
4.6 and 5.7 MEUR, and that “during the accession process further work will be undertaken to determine
the exact amount within the respective ranges that each candidate will pay upon becoming a Member”
[C/M(2007)14/PROV].

10. Finally on 5 June 2008, Council meeting at ministerial level (MCM) agreed the Resolution of the
Council on the general principles for the financing of Part | of the Budget of the Organisation; that upon
joining the Organisation and through-out the ten-year phase-in period the total Assessed Contributions of
Chile, Estonia, Israel and Slovenia will be fixed at 2.4 MEUR each and that of the Russian Federation at
4.6 MEUR; that the Part | budget will be increased accordingly; and that these contributions will be
adjusted to take into account nominal increases in the Part | Budget over this phase-in period.
[C/MIN(2008)6/FINAL]. These changes agreed by the MCM have been integrated into the Decision on
the 2008 Principles and rules for determining the assessed contributions by Members to the Part | Budget
[C(2008)144/REV1].
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