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Letters of transmittal and certification

Sir,

5 July 2000

Pursuant to financial regulation 26.01, we have the honour to submit the

financial statements of the United Nations Development Programme (UNDP) for the
biennium ended 31 December 1999, which we hereby approve.

Copies of these financial statements are also being transmitted to the Advisory

Committee on Administrative and Budgetary Questions.

We, the undersigned, acknowledge that:

The Management is responsible for the integrity and objectivity of the
financial information included in these financial statements;

The financial statements have been prepared in accordance with the United
Nations System Accounting Standards and include certain amounts that are
based on Management’s best estimates and judgements;

Accounting procedures and related systems of internal control provide
reasonable assurance that assets are safeguarded, that the books and records
properly reflect all transactions and that overall, policies and procedures are
implemented with an appropriate segregation of duties. UNDP internal
auditors continually review the accounting and control systems. Further
improvements are being implemented in specific areas;

The Management provided the United Nations Board of Auditors and UNDP
internal auditors with full and free access to all accounting and financial
records;

The recommendations of the United Nations Board of Auditors and UNDP
internal auditors are reviewed by the Management. Control procedures have
been revised or are in the process of being revised, as appropriate, in response
to those recommendations.

We each certify that, to the best of our knowledge, information and belief, all

material transactions have been properly charged in the accounting records and are
properly reflected in the appended financial statements.

Accept, Sir, the assurances of our highest consideration.

(Signed) Mark Malloch Brown
Administrator

(Signed) Jan Mattsson
Assistant Administrator
Bureau of Management

The Chairman of the Board of Auditors
United Nations

New York
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28 July 2000

Sir,

I have the honour to transmit to you the financial statements of the United
Nations Development Programme for the biennium 1998-1999 ended 31 December
1999, which were submitted by the Administrator, These statements have been
examined and include the audit opinion of the Board of Auditors.

In addition, I have the honour to present the report of the Board of Auditors
with respect to the above accounts.

Accept, Sir, the assurances of my highest consideration.

(Signed) Sir John Bourn

Comptroller and Auditor General of the
United Kingdom of Great Britain

and Northern Ireland

and Chairman

United Nations Board of Auditors

The President of the General Assembly of the United Nations
New York
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I. FINANCIAL REPORT FOR THE BIENNIUM ENDED 31 DECEMBER 1999

1. The Administrator has the honor to submit his financial report for the
biennium ended 31 December 1999, together with the audited financial statements

of the United Nations Development Programme (UNDP)
December 1999.and the report of the Board of Auditors.

for the biennium ended 31
This submission is made

in conformity with the Financial Regulations of the United Nations Development

Programme.

The financial statements consist of statements and schedules,

accompanied by notes, which are an integral part of the financial statements, and
include all trust funds established by the Administrator as well as all funds
established by the General Assembly and administered by UNDP.

2. The UNDP financial statements incorporate expenditure data obtained from

the Executing agents.
audited statements or,

As far as possible, the data are obtained from the agents’
when such statements are not available at the time of the

year—-end closing of the UNDP accounting records, either from the agents’
statements as submitted for audit or from the agents’ unaudited statements.

3. As at the date of preparation of the present financial statements, the
status of information received from the Executing agents was as follows:

Audited
agents:

(a)

IMF
WMO
WTO

(b)

International
World Meteorol
World Tourism

statements were provided by the following Executing

Monetary Fund
ogical Organization
Organization

Statements as submitted for audit or unaudited statements -were

provided by the following executing agents:

AfDB
AsDB
ESCAP

ESCWA
ECA
ECE
ECLAC

IAEA
IBRD

ICAO
IFC
ILO
IMO
IMF
IOM
ITU
ITC
UNDESA

UNCHS
UNCTAD
UNESCO

UNIDO
UNITAR
UpU
WHO
WIPO

African Develo

pment Bank

Asian Development Bank

Economic and S
Pacific
Economic and S
Economic Commi
Economic Commi
Economic Commi
Caribbean
International
International
(World Bank)
International
International
International
International
International
International
International
International
United Nations
Affairs

United Nations
United Nations
United Nations
Organization
United Nations
United Nations
Universal Post
World Health O
World Intellec

ocial Commission for Asia and the

Commission for Western Asia
for Africa

for Europe

for Latin America and the

ocial
ssion
ssion
ssion

Atomic Energy Agency
Bank for Reconstruction and Development

Civil Aviation Organization
Finance Corporation
Labour Organization
Maritime Organization
Monetary Fund
Organization for Migration
Telecommunication Union
Trade Centre
Department of Economic and Social

Center for Human Settlements
Conference on Trade and Development
Educational, Scientific and Cultural

Industrial Development Organization
Institute for Training and Research
al Union
rganization
tual Property Organization
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Changes in accounting practices and policies in the biennium

Accounting policies

4. A summary of significant accounting policies applied in the preparation
of the financial statements is provided in note 2 to the financial statements.
Overall policies are the same as those applied in the 31 December 1997 financial
statements. Changes in accounting policies, if any, properly are disclosed in
the aforementioned note 2.

Presentation of accounts

Format:

5. Following the recommendation by the Administrative Committee on
Coordination (ACC) on the common inter-organization accounting standards and
harmonized presentation of financial statements, UNDP has fully adopted the
recommended format for the biennium ended 31 Decémber 1999.

6. In addition, the Executive Board may recall its decision 97/6
harmonizing the budget presentation for UNDP, UNICEF and UNFPA. The new
harmonized format distinguishes UNDP Regular Resources from its Other Resources
(Cost-sharing, Government Cash Counterpart Contributions, Trust funds established
by UNDP, Reimbursable support services activities and other miscellaneous
activities) and from the activities of the Funds established by the General
Assembly and administered by UNDP (United Nations Capital Development Fund
[UNCDF], United Nations Volunteers [UNV], United Nations Development Fund for
Women [UNIFEM], United Nations Revolving Fund for Natural Resources Exploration
[UNRFNRE] and United Nations Fund for Science, Technology and Development
[UNFSTD] ). UNDP adopted this decision beginning in 1996-1997 in order to
facilitate the Board’s review of the biennium financial results.

10
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7. UNDP completed the 1988-1999 biennium with overall mobilization of
US$5.0 billion in contributions, of which 28.6 per cent pertained to its Regular
Resources activities, 49.2 per cent to Cost-sharing activities, 12.5 per cent to
specific Trust funds’ activities, 6.7 per cent to reimbursable support services
and miscellaneous activities and 3.0 per cent collected through its administered
Funds established by the General Assembly.

8. The total expenditure amounted to US$5.4 billion out of which 83.7 per
cent (US$4.5 billion) was spent in programme/project activities, 2.9 per cent
(US$153.6 million) in support costs paid to other UN agents 0.6 per cent on
miscellaneous costs, and 12.8 per cent (US$691.4 million) for the biennial
support budget.

Figure 1: Summary of Income and Expenditure for the biennium ended 31 December 1999

S Widiniianended 1 December1999
s
4k

3619 .
2 B 3498

1504 1692

RegularResources

|8 Income [ Experditure
}

TR

Regular Resourceaes

Income

9. Voluntary contributions declined by 11.3 per cent ($182 million) in
comparison to the previous biennium.

10. The average rate of return on investments was around 5 per cent. Other
income mainly comprised exchange gains and losses.
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Figure 2: Contributions for Regular Rasourcas Activitiaes for the twelve months ended 31 Dacember

; CONTRIB UTIONS - REGULAR RESOURCES
(millions of US dollars)

1000

800

Expenditure o

11. Programme expenditure (including programme support) declined by Uss$100
million from US$1.3 billion in 1996-1997 to US$1.2 billion in 1998-1999. This
was consistent with the reduction overall in contributions to regular resources.
National Execution (NEX) remained the leading modality for project execution, in
keeping with UNDP policy. In 1998-1999, recipient countries executed US$579.3
million or 53.8 per cent of programme expenditure for Regular resources. This
compared to US$634 million or 53.2 per cent of programme expenditure for Regular
resources for 1996-1997 biennium.

Figure 3: Expenditure by Exacution Modality for the twalve months ended 31 December
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12. There was a 36 per cent decrease in UN systems’ share of programme
expenditure from US$260.3 million in 1996-1997 to USS$166.5 million in 1998-1999,
The marked decline in the share of. projects executed by the "Big 5" was
primarily because of a transfer of expenditure from Regular Resources, incurred
by UNDP as part of its activities under the UN Irag Oil for Food Programme, to a
designated Trust Fund under Other Resources.

13. The support budget expenditure for 1999 was higher than that in 1998,
representing to a large extent the normal trend of higher expenditures in the
second year of the biennium. In reviewing the 1998-1999 biennium the gross

support budget expenditure of US$544.5 million represented a marginal 2.8 per
cent increase over expenditure of US$529.8 million in 1996-1997. The net 1998-
1999 biennial support budget expenditure was US$493.1 million, US$25 million
below the approved 1998-1999 net budget, which represents overall savings of 5
per cent, By appropriation group, 55 per cent (57 per cent in 1996-1997) was
spent on programme support activities, 23 per cent on management and
administration (21 per cent in 1996-1997) and 22 per cent on Support to
Operational Activities of the United Nations System (22 per cent in 1996-1997).
In total 66 per cent of expenditures were related to Country Offices with the
remaining 34 per cent attributed to headquarters locations including United
Nations Volunteers (UNV) and Inter Agency Procurement Services (IAPSO).

Unexpended resources

14. The decrease in voluntary contributions accompanied by a smaller
decrease in programme/project delivery resulted in a decrease in unexpended
regular resources to USS$107 million as at 31 December 1899, about one and a half
months of total expenditure. This compares to US$285 million, about four months
of expenditure, in the previous biennium.

Other Raesources Activities

Figure 4: Income for Other Resources Activities for the biennium ended 31 December 1999
Sk ol el hedouices Acuivities Tor the biennium ended 31 December 1999
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15. The most notable increase in the Other Resources activities was in Cost-
sharing, which increased 41 per cent to US$2.5 billion during the biennium.
Trust fund income increased by 4.6 per cent to US$654 million.

Cost-sharing

16. This funding modality continued to gain in importance with a total
contribution increase of US$709.9 million (40.8 per cent) over the biennium
1996-1997. Out of the total US$2,451.7 million received in 1998-1999, US$326.4
million was attributable to third party cost sharing (US$187 million in 1996~
1997) and $2125.3 million to recipient Governments (US$1,464 million in 1996-
1997) .

17. Programme expenditure and support caosts paid to the UN and other
Implementing agents of $2,297.8 million in the 1998-1999 biennium represents an
increase of $761 million over the comparative amount of $1,537.4 million in the
1996-1997 biennium. The Biennial support budget’ of US$76.6 million comprises
charges for services provided by UNDP to Cost-sharing activities.

Figure 5: Summary of Cost-sharing Income and Expenditure for the twelve months ended 31 December
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Trust Funds established by United Nations Developmant Programme

18. The detailed financial results of the Trust funds are on schedules 5 to
5.3. A total of 72 Trust funds and 70 Sub-trust funds were established during
the biennium 1998-1999 whereas 7 Trust funds and 1 Sub-trust fund were closed.
The environmental sector is capturing most of the Trust funds’ resource
mobilization. In "1998-1999, GEF, Montreal Protocol, “Capacity 21”7 and UNSO
captured US$228.8 million of. contributions; this amounts to 37.9 per cent of the
total Trust funds contributions of $603.8 million. Countries/Territories in
special situations, such as Rwanda, "Angola, Palestine Territory, etc., are the
second most important sector in the Trust funds’ activities.

16
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Figure 6: Summary of Trust Funds Income and Expenditure for the biennium ended 31 December
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Trust Fund to Combat Desaertification and Drought (UNSO)

19. During the biennium, UNSO continued to provide technical support and
catalytic funding to some 45 countries in  Africa, Latin America and the
Caribbean, Asia, member countries of the Commonwealth of Independent States and
the Arab States in thelr efforts to develop National Action Programmes and to 22
countries in Africa, Latin America and the Caribbean, and Asia for. the - -
establishment of National Desertification Funds, in the context of the .
implementation of the United Nations Convention to Combat Desertification in
those Countries Experiencing Serious Drought and Desertification. In a similar
way, UNSO has worked. with the Permanent Inter-State Committee ‘for Drought
Control in the Sahel (CILLS), the Southern African Development Community (SADC),
the Intergovernmental Authority on Development (IGAD), the Arab Maghreb Union
(AMU), and the Gran Chaco, Central America and Puna Regions to develop:
sub-regional action programmes in theilr communities. UNSO also continues to
backstop a portfolio of down-stream projects covering various activities
relevant for combating desertification and drought.

20. ‘Total Programme expenditure declined from US$10.7 million in 1996-1997 -
to US$9.9 million in 1998-1999. The resources mobilized declined by 68.1. per
cent from US$13.8 million to US$4.4 million.

Trust Fund for the Global Environmental Facility (GEF)

21. . . Four formal GEF Council meetings were held during the spring and fall of
1998-1999.. In addition, four informal inter-sessional GEF Council meetings were
held in the summer and winter during which the GEF Corporate Business Plans and
Corporate Administrative Budgets, as well as the individual work programme
allocation targets for UNDP/GEF, were reviewed and approved by the GEF Council
for the fiscal years 1999 and 2000. The GEF Secretariat also conducted a
separate Project Implementation Review exercise in 1998 and 1999 with respect to
all GEF funded full-sized projects. -

22. During the 1998-1999 biennium, GEF’'s approved work programmes and
administrative budgets amounted to a total of US$362.0 million, 50 per cent more
than the 1996-1897 work programme (US$226.5 million). Total programme
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expenditure amounted to US$134.9 million in 1998-1999 in comparison to USS$106.6
million in 1996-1997 (an increase of 26.6 per cent).

23. Income from replenishments received frém the GEF Trustee of the World
Bank in 1998-1999 amounted to US$130.0 million (US$110.0 million in 1996-1997).
In addition, GEF has received US$9.9 million in cost-sharing, sub-trust funds’
projects and other contributions (US$1.7 million in 1996-1997).

Multilateral Fund for the Implementation of the Montreal Protocol

24. The Multilateral Fund for the Implementation of the Montreal Protocol
was established in 1991 with a mandate to implement national programmes to phase
out chlorofluorocarbons (CFCs), halons and other ozone depleting substances.
Four implementing agencies have been designated to implement this programme:
UNDP, UNEP, UNIDO and the World Bank.

25, To achieve this objective, UNDP’s activities include:

- Formulation of national country programmes for the Montreal Protocol
- Technical training and demonstration projects

- Institutional strengthening/national capacity building

- Technology transfer investment projects.

26. Contributions received for 1998-1999 amounted to US$77.5 million
(US$67.2 million in 1996-1997). Total programme expenditure amounted to US$70.2
million in 1998-1999 (US$61.2 million in 1996-1897).

“Capacity 217 Trust Fund

27. “Capacity 21” is now in its seventh year of operation, has programmes in
developing countries in all regions of the world, and has began monitoring
progress, distilling results and lessons, and creating a body of knowledge that
will be of material benefit to other countries. The total resources mobilized
in 1998-1999 were US$6.9 million (US$18.8 million in 1996-1997), a decrease of
63.3 per cent over 1996-1997. During the biennium, total programme expenditure
amounted to US$16.1 million (US$14.9 million in 1996-1997), an increase of 8 per
cent.

UNDP Energy Account

28. Energy Account activities, which fully are financed from extra-budgetary
resources, focus on FINESSE (Financing Energy Services for Small Scale Energy
Users) which supports policy dialogue, institutional strengthening, regulatory
framework and capacity development to provide technically feasible and
economically viable renewable energy and energy efficiency services to

residential, commercial and industrial energy users. These activities are
designed to create the conditions and mechanisms for the credit sector to on-
lend capital to small-scale energy users. FINESSE is in line with the UNDP

Initiative for Sustainable Energy (UNISE) which is based on the fact that
traditional approaches to energy will make energy a barrier to socio-economic
development and are not sustainable. FINESSE activities are presently being
implemented in selected countries in Asia, in partnership with the World Bank.
Activities in the SADC region of Africa have been completed and follow-up will
soon be initiated in partnership with the African Development Bank. Energy
Account received contributions of US$1.8 million in 1998-1999 (US$2.2 million in

1996-1997) against total expenditure of US$2.2 million (US$4.5 million in
1996-1997) .

18 . Lo




A/55/5/Add. 1

UNDP Fund for the Programme of Assistance to the Palestinian People (PAPP)

29. The UNDP Fund for the Programme of Assistance to the Palestinian People
(PAPP) programming strategy is based on two objectives:

(a) To utilize the Fund's limited core resources in a catalytic manner, so
as to launch high-priority, capacity-building programmes that are
subsequently sustained and = expanded largely through Voluntary
bilateral donor contributions;

(b) To ensure the sustainability of these capacity-building programmes
through the utilization of joint implementation structures, ensuring
the long-term viability and local accountability of the Palestinian
counterparts. B

30. Total income received amounted to US$68.8 million in 1998-1999 compared

to $83.1 million in the 1996-1997 biennium, a decline of 17.2 per cent. These

resources were mobilized through contributions to the main trust fund and the

establishment: of new sub-trust funds. Programme expenditure in 1998-1999

amounted to US$66.4 million (US$72.6 million in 1996-1997) making UNDP one of

the three largest implementers of donor-funded projects in the Occupied

Palestinian Territory. Pursuant to the strategies and initiatives identified in

its programme framework (1996-1998) the Fund, during the biennium, continued to

increase its focus on the expansion of its advocacy role in the promotion of
sustainable human development themes such as poverty elimination, sustainable

livelihoods, gender in development and environmental management, as well as a

number of infrastructure activities. -

31. During 1998-19989, the Fund continued its activities launched in the
prior biennium to enhance governance at the local, municipal and central level
of the Palestinian Authority, taking full advantage of the considerable local
expertise available in the area.

UNDP Trust Fund for Rwanda

32. The UNDP Trust Fund for Rwanda was established in April 13995 to enhance
UNDP programme activities in support of the Government of Rwanda’s Programme of
National Reconciliation and socio-economic rehabilitation and Recovery.

33. In February 1997, direct execution by UNDP was approved for the Trust
Fund for Rwanda. The rationale for authorizing UNDP Rwanda Country Office to
apply direct execution was the result of a commitment made to the international
community and to the Government of Rwanda to establish a UNDP managed system
that could respond to the crisis quickly and effectively.

34. Projects in Rwanda directly executed by UNDP cover sectors, which are
critical in the country context, such as the reintegration and re-installation
of returnees, governance, justice and social development. Most projects are of
short duration and quick impact.

35. As at 31 December 1999, the Trust Fund had 13 projects directly executed
by UNDP. Total approved budgets for the directly executed projects were USS$39
million, representing approximately 36 per cent of total approved budgets.
Specialized agents of the UN system executed 16 per cent of approved budgets
while national execution represented 48 per cent. All ten directly executed
projects are fully subcontracted to implementing partners (international and
local non-governmental organizations).

36. In 1998-1999, the UNDP Trust Fund for Rwanda mobilized US$32.2 million
in contributions, compared to US$55.4 million in the 1996-1997 biennium.
Programme expenditure of $47.1 million was incurred in 1998-193%9% compared to
US$29.2 in the 1996-1997 biennium. Unexpended resources as at 31 December 1999
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were US$28.9 million, of which US$26.1 million had been committed to project
activities.

Management Service Agreements (MSAs)

37. Management Service Agreements signed by UNDP with various donors
(detailed on Schedule 6.1) are executed by UNOPS on behalf of UNDP. During the
biennium 26 new agreements were implemented, 12 agreements were financially
completed, and 32 were operationally completed. Total income declined 8.5 per
cent in '1998-1999 to US$299.6 million compared to US$327.5 million in 1996-1997.
Total expenditure declined by 4.4 per cent in 1998-1999 to US$306.0 million)
from US$319.8 million in 1996-1997. o o

Figure 7: Summary of Income and Expenditure for Management Service Agreements for the twelve months

sanded 31 December
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Junior Professional Officers programme (JPOs)

38. UNDP currently has 337 Junior Professional Officers in active service
under this programme, financed by 19 countries.

39. UNDP received $53 million in Contributions for the JPO programme in the

1998~1999 biennium compared to US$54.5 million in 1996-1997. Total expenditure
increased to US$56.5 million in 1998-1999 from US$53.1 million in 1996-1997.

Reserve for Field Accommodation (RFA)

40. With the support of the Executive Board, UNDP is moving towards the
disposal of houses and offices it owns in the field and has in the past
established provisions for asset write-downs as was deemed necessary.

41, Total income in the 1998-1999 biennium for the Reserve for Field
Accommodation activities, which consists almost entirely of rental income,
amounted to $5.5 million, a drop of $2.8 million from the $8.3 million recorded
in the 1996-1997 biennium. The Reserve for Field Accommodation Activity recorded

an overall surplus of US$2.5 million in 1998-1999 compared to a deficit of
U8$10.7 million in 1996-1997. = ) 3
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Funds established by the General Assembly and administered by the United Nations
Development Programme

42, The Funds established by the General Assembly are: UNCDF, UNV, UNIFEM
UNRFNRE and UNFSTD. Their financial results are detailed in schedules 7 to 7.3.
UNCDF, UNV and UNIFEM remain the most active of the Funds. In both the 1998-

1999 and 1997-1997 biennia, their programme delivery represented 99 per cent of

all Funds’ activities. The combined income of the three Funds 1likewise
constituted 98.7 per cent of all income of the Funds in the biennium under
review compared to 98.8 per cent in 1996-1997.

United Nations Capital Development Fund (UNCDF)

43, The United Nations Capital Development Fund's (UNCDF)main goal is to help
reduce poverty through local development programmes and microfinance operations.

The Fund defines its particular approach as investing with the poor. This-

approach aims to build the productive capacity and self-reliance of poox
communities by increasing their access to essential local infrastructure and
services and by strengthening their influence over economic and social
investments that directly affect their lives and livelihoods.

44. UNCDF's priorities during the 1998/99 biennium were to complete an in-depth
review of its instruments and approaches and to publish its new policies on
local governance and microfinance. During the biennium the Fund was evaluated
by its donors and the positive conclusions were endorsed by the Executive Board
in September 1999. UNCDF also realigned programmes and projects to its new
policies, concentrated on reducing administrative costs, and emphasized the
importance of replication by attracting other donors and governments to upscale
its pilot programmes. =~ = =~ T ’ e -

45. Core contributions were US$57.9 million with US$ 30.5 million in 1998 and
US$27.4 million in 1999. The decrease from 1998 is attributable to adverse
exchange rates as well as one donor withdrawing from providing core funding.
Nevertheless the number of. donors increased from 13 in 1998 to 17 in 1999.
Eleven projects were approved in 1998 for US$36.3 million and 13 projects
approved in 1999 for US$56.3 million. While the 1998 targets were not reached
due to emergency situations in some of the Fund's programme countries, the 1999
targets were surpassed as project approvals from 1998 were brought forward into
1999. Project expenditures (including programme support costs) for 1998 and
1999 were US$43.7 million and US$ 44.1 million respectively. Project
expenditures were very close to targets in both years.

United Nations Volunteers (UNV)

46. UNV achieved sharp growth in the number of volunteers in its programmes .

during the 1998-1999 biennium. In 1998 there were 3643 serving volunteers in
4047 assignments. In 1999 the number increased to 4383 serving volunteers in
4755 assignments. B
47. The large increase was a result of large-scale involvement in East Timor
before, during and after the popular consultation, and in elections in
Indonesia. Africa continued to be the region where the Programme is most active
and where most volunteers carry out their assignments.

48. The volunteers work in a variety of <roles as international UNV
specialists, national UNVs, UNV fieldworkers and UNISTAR short-term advisors for
business and industry. During the biennium, they represented 141 nationalities
and served in 148 countries. This demonstrates the universality of the UNV
programme, encompassing all regions of the world and providing a channel for the
exchange of appropriate skills within and among regions.
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49. Besides the traditional .sources of funding such as voluntary
contributions, cost-sharing and sub-trust funds, appearing for the first time in
the income category in the 1998-1999 biennium are Fully-Funded arrangements and
UN Joint Ventures. Fully Funded arrangements represent volunteer assignments
directly funded by donor governments that support programme activities of UNV
within UNDP projects and the United Nations system. UN Joint Ventures represent
UN Volunteers participating in United Nations peace operations.

50. Of note in the 1998-1999 biennium was the increase in funding for the
Cost-sharing, Full Funding and UN Joint Ventures modalities, and a slight
reduction in direct contributions to Voluntary activities and sub-trust funds.
The reduction in contributions for Voluntary activities was mainly a result of
adverse movements in exchange rates. Total income in 1998-1999 was US$55.6
million, a reduction of US$6.9 million from US$62.5 million in the previous
biennium.

51. There were notable increases in programme expenditure in the 1998-1999
biennium for all categories when compared to the previous biennium, except for
sub~trust funds which showed only a marginal increase. Total programme

expenditure recorded for the biennium 1998-1999 was US$43.7 million, an increase
of US$11l.1 million (34 per cent) over the US$32.6 million recorded in the 1996-
1997 biennium. The overall increase in programme expenditure reflects a
conscious effort by management to programme available resources.

United Nations Development Fund for Woman (UNIFEM)

52. United Nations Development Fund for Women's (UNIFEM) Strategy and
Business Plan which covered the four-year period from 1997 to 1999, The plan
aimed to expand the Fund’s donor base and increase the amount of contributions
flowing into UNIFEM. During the current biennium, UNIFEM continued to focus its
efforts on its three thematic areas and to refine the principles of results-
based management.

53. Total contributions for UNIFEM increased by US$9.9 million or 28.6 per
cent to US$44.5 million in the 1998-1999 biennium from US$34.6 million in the
comparative 1996-1997 biennium. The increases were recorded in Voluntary
contributions (US$7.3 million) and Sub~-trust Funds (US$5.0 million), compensated
by a decline in cost-sharing of (US$2.4 million). The reduced funding for cost~
sharing was a result of certain donors not following through on earlier pledges.

54. Programme expenditure increased by US$7.2 million (33.7 per cent) to
US$28.5 million in the 1998-1999 biennium from US$21.3 million in 1996-1997.
Regular resources expenditure rose to US$20.3 million in 1998-1999 from US$14.3
million in 1996-1997, an increase of US$6 million or 42.3 per cent. Sub-trust
fund expenditure increased .by US$2.6 million to $4.3 million in the 1998-1999
period, a jump of 75 per cent from US$1.7 million in 1996-1997. By contrast,
cost-sharing expenditure declined in 1998-1999 by US$1.5 million to US$3.9
million from US$5.4 million in 1996-1997. ’ o

55, Unexpended resources at 31 December 1999 were “US$19.1 million, an
increase of US5$6.8 million from US$12.3 million on 31 December 1997. The level
of the Operational Reserve was reviewed in accordance with Executive Board
decision 97/4 of January 1997, and the reserve was increased to $6.7 million as
at 31 December 1999 (31 December 1997: US$3.5 million).

United Nations Revolving Fund for Natural Resocurces Exploration (UNRFNRE)

56. Voluntary contributions increased by US$0.2 million to US$1.7 million in
1998-1999 (1996-1997: US$1.5 million). Total expenditure increased by US$0.4
million to US$2.2 million in 1998-1999, from US$1.8 million in 1996-1997.
Unexpended resources as at 31 December 1999 were US$3.1 million.
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57. As noted at its third regular session in September 1999 (DP/1999/42) the
Executive Board endorsed the plans to phase out the activities of the UNRFNRE by
the end of 2000. These plans will ensure that all existing projects and

contractual commitments are accomplished in a responsible manner.

United Nations Fund for Science and Technology for Developmant (UNFSTD)

58. - As at 31 December B 1999,  the total unexpended resources were USS$0.74
million of which US$0.67 million has been allocated to projects. UNDP has
appointed an interim fund manager to oversee the closure of the Fund.

59. Should there be any residual funds, UNDP will inform the donors
accordingly and obtain their agreements to transfer the remaining balance to the
BDP programme as cost sharing contributions for Information
Technology/Development related activities. ’ ’

23




A/55/5/Add.1

II.

REPORT OF THE BOARD OF AUDITORS

Summary

24

The Board of Auditors has reviewed the operations of the United Nations
Development Programme (UNDP). The Board has audited the financial statements for the
biennium ended 31 December 1999 and conducted management audits covering change
management, procurement, green office policy, project management in country offices and
the internal audit function of the Office of Audit and Performance Review.

The Board’s main findings are as follows:
Financial Issues

(@ UNDP reported expenditure of $2.653 billion on nationally executed projects
for the biennium 1998-1999, an increase of 27 per cent over the corresponding figure for the
previous biennium. In addition, it reported national execution expenditure of $226 million
on projects funded from the Trust Funds and other funds established by UNDP. The Board
had insufficient audit assurance for some $723 million of this expenditure and has
accordingly restricted the scope of its opinion;

(b) UNDP’s total expenditure from regular resources in 1998-1999 of
$1.692 billion exceeded its total income of $1.504 billion by $188 million. UNDP’s total
income from other resources in 1998-1999 of $3.621 billion exceeded its total expenditure of
$3.506 billion by $115 million;

() Although UNDP planned for the Integrated Management Information System
to go live on 1 January 1999, this was delayed until 1 April 1999. UNDP was only able to
start entering the majority of its expenditure data onto the system from September 1999.
Such delays led to weaknesses in financial control during 1999;

(d) As at 20 July 2000, UNDP had not completed the reconciliation of its main
contribution bank account. Unadjusted items included disbursements of $5,269,711 that were
shown in the accounting records but not in the bank statement and $5,828,766 of
disbursements that were shown in the bank statements but not in the accounting records.
Accordingly, the Board has restricted the scope of its opinion in this regard;

Change Management

(e) The Board was unable to determine the full cost of the UNDP 2001 initiative.
While non-core expenditure of $5 million could be attributed directly to UNDP 2001
activities, UNDP did not record the value of core costs used for the initiative;

Procurement

® UNDP Headquarters had not established a database of possible suppliers to
assist it in letting contracts for goods and services. In addition, UNDP did not evaluate the
performance of contractors on a systematic basis;

() In 12 major headquarters contracts involving a total amount of over
$4.7 million UNDP took an average of 195 days between the date it issued Invitations to
Tender or Requests for Proposals, and the date it signed a contract;

Green Office Policy A

(h) UNDP had not yet established an Environmental Management Strategy for its

internal operations;
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Project Management in Country Offices

6y In country offices, many of the projects reviewed were not carried out within
the timeframe originally set out in the Project Document. In ten projects (39 per cent) there
were delays in starting the project, which generally ranged between one and nine months, but
in one project the delay was four years;

() For projects funded from other resources, UNDP's standard practice is that it
does not incur expenditure before receiving funding. However, for projects funded by one
major donor, the donor’s practice is to pay a proportion of the funding in arrears once the
project has been delivered. These approaches are mutually incompatible, and in accepting
such funding, UNDP in effect accepted the donor’s financial mechanisms;

k) Country offices varied in the depth and timeliness of their monitoring and
evaluation of projects and many projects did not have quantified performance indicators or
targets which would allow country offices to conduct effective monitoring;

Internal Audit

1)) During 1998-1999 the total cost of the Office of Audit and Performance
Review (OAPR) was some $6 million, excluding the cost of international staff. This amount
included $2.3 million paid to contractors for audit work in three regions, $1.1 million in
travel costs, $1.2 million for consultants and short-term assistance .

(m) OAPR does not maintain standing data on the organization's systems of
control. It considers that, in the constantly changing environment within which UNDP
currently operates, there is a risk that such standing information would become obsolete
within a short timeframe. Furthermore, OAPR did not have an overarching audit manual that
sets out internal audit standards as recommended by the Institute of Internal Auditors; and

(n) OAPR contracted out its audits of country offices in the Africa, Asia and the
Pacific, Arab States and Latin American and the Caribbean regions to four private audit
firms. Although it required the audit contractors to conduct thorough reviews of their own
working papers and to co-ordinate and control the quality of their services, the Board noted
instances of poor quality audit work from the contractors.

The Board made recommendations to strengthen accountability, improve the cost
monitoring and management of major projects, improve procurement procedures, strengthen
implementation of green office policies, increase the training of internal audit staff and
establish better internal audit documentation and guidance.

A list of the Board’s main recommendations is included at paragraph 10 of the
present report.
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A.

26

Introduction

1. The Board of Auditors has audited the financial statements of the United Nations
Development Programme (UNDP) for the period from 1 January 1998 to 31 December 1999,
The audit was conducted in accordance with article XII of the Financial Regulations and
Rules of the United Nations and the annex thereto, and the common auditing standards of the
Panel of External Auditors of the United Nations, the specialised agencies and the
International Atomic Energy Agency. These standards require that the Board plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are
free of material misstatement. - ' '

2. The audit was conducted primarily to enable the Board to form an opinion as to
whether the expenditures recorded in the financial statements for the period from 1 January
1998 to 31 December 1999 had been incurred for the purposes approved by the governing
bodies; whether income and expenditures were properly classified and recorded in
accordance with the Financial Regulations and Rules; and whether the financial statements of
UNDP presented fairly the financial position as at 31 December 1999. The audit included a
general review of financial systems and internal controls and a test examination of
accounting records and other supporting evidence, to the extent the Board considered
necessary to form an opinion on the financial statements.

3. In addition to its audit of the accounts and financial transactions, the Board carried
out reviews under article 12.5 of the Financial Regulations and Rules of the United Nations.
The reviews primarily concerned the efficiency of financial procedures, the internal financial
controls and, in general, the administration and management of UNDP. In 1998-99, the
Board examined UNDP’s project management, procurement, change management and
environmental office management.

4. The Board continued its practice of reporting the results of specific audits in
management letters, providing detailed observations and recommendations to management.

5. The present report covers matters that, in the opinion of the Board, should be brought
to the attention of the General Assembly. The Board’s observations on all matters contained
in the present report were communicated to UNDP. UNDP has confirmed the facts on which
the Board’s observations and conclusions are based and provided explanations and answers
to the Board’s queries.

6. A summary of the Board’s recommendations is contained in paragraph 10 below.
Detailed findings are in paragraphs 12 to 206.

7. The General Assembly, in its resolution 52/212B of 31 March 1998, accepted the
recommendations of the Board of Auditors for improving implementation of its
recommendations approved by the Assembly subject to the provisions contained in the
resolution. The Board’s proposals, which were transmitted to the General Assembly in a note
by the Secretary General (A/52/753, annex), included the following main elements:

(a) The need for specification of timetables for the implementation of
recommendations;
(b) The disclosure of office-holders to be held accountable; and
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(c) The establishment of an effective mechanism to strengthen oversight in regard
to the implementation of audit recommendations. Such a mechanism could be
in the form of either a special committee comprising senior officials or a focal
point for audit and oversight matters.

The Board noted that UNDP had generally complied with those requirements.

Previous recommendations not fully implemented

8. In accordance with Section A, paragraph 7, of General Assembly resolution 51/225 of
3 April 1997, the Board has reviewed the action taken by UNDP to implement the
recommendations made in its reports for the bienniums ended 31 December 1995 and earlier
and confirms that there are no outstanding matters.

9. In accordance with General Assembly resolution 48/216B of 23 December 1993, the
Board also reviewed the measures taken by UNDP to implement the recommendations made
in its report for the period ended 31 December 1997. Details of the action taken and the
comments of the Board are set out in the annex to the present report.

Main recommendations of the present report
10. The Board recommends that UNDP should:

(a) Ensure that it regularly follows up all outstanding audit reports, and
concentrate its efforts on those countries where it has the greatest levels of national
execution (para. 22);

(b) Complete the reconciliation of the main contributions account and make
the necessary adjustments to its financial records (para. 37).

(©) In projects such as UNDP 2001, prioritise activities and devise
measurable indicators and milestones to allow systematic monitoring of progress (para.
35);

(d) At the planning stage of future projects such as UNDP 2001, cost all the
proposed activities and estimate the total cost of the initiative (para. 59);

(e) In future projects such as UNDP 2001, require project managers to
collect and report all available costs, and central programme managers should include
such information in regular status reports (para. 61);

® Set a clear timetable for the completion of tasks outstanding from UNDP
2001 (para. 70);

(@ Require all country offices to investigate the possibilities of agreeing
common service contracts with other United Nations organizations, as a method of
offering potential cash savings and administrative efficiencies (para. 75);
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(b))  Remind line units of the need to confirm receipt of goods and services
promptly (para. 88);

@) Establish a database of potential suppliers (para. 92);
) Develop more formal monitoring of supplier performance (para. 94);

(k) Undertake a cost benefit analysis to assess the savings likely to accrue
from the development of a green procurement policy (para. 123);

()] Follow up the recommendations made in the 1998 report on energy use
and environmental impacts on the FF and DC1 buildings (para. 128);

(m) Introduce improved monitoring of paper use across divisions and that
UNDP set a target for a reduction in paper use; also set standards for printer and
copier use, for example ensuring that all machines default to double-sided printing
(para. 135);

(n) At country offices, ensure executing agencies provide quarterly reports
on progress of projects and take prompt corrective action when projects fall behind
schedule (para. 140);

(o) Use the Financial Information Management shadow budgeting facility to
implement a more realistic planning system and control the timing of project delivery
(para. 143);

(p) Ensure that all Preject Documents and revisions contain information on
the overall project budget, broken down by sub-head and phased over the life of the
project, and the overall project budget broken down by objective, or sub-objective
(para. 145);

Q) Only prepare project plans on the basis of committed funding
(para. 147);

(r) Ensure that all projects contain quantified and measurable performance
indicators or targets, and measure the progress of a project against these criteria; also
country offices should carry out regular monitoring and evaluation in line with its own
guidelines (para. 153);

(s) Require OAPR to ensure that each member of staff receives sufficient
training to ensure that the organization retains its technical competency (para. 166);

t) Require OAPR to follow up on the Control Self Assessment workshop
reports and, where applicable, use this information to inform its risk assessments and
audit planning (para. 178);

() Require OAPR to document the key systems and controls and hold the
information on permanent files to facilitate subsequent audits (para. 189); and

(v) Require OAPR to develop an internal audit manual that provides a
framework for its future operations (para. 191).
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11.  The Board’s other recommendations are shown in paragraphs 41, 42, 64, 67, 72, 79,
97,102, 106, 117, 118, 125, 131, 149, 162, 171, 174, 181, 184, 186, 194, 199 and 203.

Financial Issues

- United Nations Accounting Standards

12.  The Board assessed the extent to which UNDP’s financial statements for the
biennium ended 31 December 1999 conform to the United Nations Accountmg Standards.
The review indicated that the presentation of the financial statements is generally consistent
with the standards.

Programme expenditure incurred by Governments and executing agencies

13. The financial statements include details of expenditure incurred on UNDP’s behalf by
executing agencies and by Governments. This financial information is based on annual
expenditure statements certified and submitted to UNDP each year. For each nationally
executed project, UNDP prepares a combined delivery report that shows all of the
expenditure incurred during the year. It sends this report to the respective Governments for
certification by their independent auditors, whose audit reports are sent to UNDP.

14.  United Nations agencies are required to provide a financial statement for every
project that they undertake on behalf of UNDP. These statements are supported by audit
reports, or letters of reliance from the agencies’ own external auditors. The audit reports and
letters of reliance are intended to provide confirmation that the UNDP funds were accurately
reported and properly expended. .

15.  The Board relies on the work of other external auditors, as evidenced by the audit
reports and letters of reliance, to gain adequate assurance that the funds advanced to
executing agencies and Governments, and reported in the UNDP financial statements, have
been properly expended on UNDP and UNDP Trust Fund projects. In 1998-1999, United
Nations executing agencies and Governments expended $3.568 b1111on under these
arrangements.

Audit Reports from executing agencies

16. UNDP reported that United Nations executing agencies incurred expenditure of
$668 million on its behalf during 1998-1999. The Board noted differences between the
expenditures reported by the agencies and the amounts disclosed in UNDP’s financial
statements. o :

17.  During 1998 and before, UNDP provided executing agencies with quarterly
Operating Fund Statements. Due to the reporting problems associated with the
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implementation of IMIS, UNDP did not provide agencies with the Statements during 1999
and was unable to provide year-end Statements until 24 February 2000. These Statements
were not complete due to the late entry of data onto IMIS, and UNDP did not issue complete
and accurate versions until 12 April 2000. The thirty agencies are required to provide UNDP
with a reconciliation of this Statement to their own status of funds, on which their auditors
report.

18.  As at 7 July 2000, because of the late issuance of the Operating Fund Statements, ten
executing agencies had been unable to provide reconciliations of some $20 million to UNDP.
As a result, the Board had insufficient audit evidence to express an opinion on these
expenditures. For the twenty reconciliations received, the agencies had reconciled to the
incomplete Operating Fund Statement sent on 24 February 2000. As a result, the Board noted
differences of $64 million between the amounts reported by executing agencies and the
amounts recorded by UNDP. UNDP did not undertake a full analysis of these differences.

Audit reports from Governments

19.  For 1998-1999, UNDP country offices, in consultation with the government
coordinating authorities, were responsible for drawing up annual audit plans to ensure
sufficient audit coverage within each country. The Office of Audit and Performance Review
was responsible for coordinating and consolidating the individual country office audit plans
and reviewing the results of the audits.

20. In schedule 2 of the financial statements, UNDP reported expenditure of
$2.653 billion on nationally executed projects for the biennium 1998-1999, an increase of 27
per cent over the corresponding figure for the previous biennium. In addition, it reported
national execution expenditure of $226 million on projects funded from the Trust Funds and
other funds established by UNDP.

21.  As at 26 June 2000, UNDP had received 1278 audit reports for 1998 and 901 for
1999. After reviewing the audit reports the Board had sufficient assurance to support
expenditure of $2.156 billion of the nationally executed expenditure for the biennium. For
the remainder, representing some $723 million, for which UNDP received no audit reports,
the Board had insufficient audit assurance and has accordingly restricted the scope of its
opinion to exclude this expenditure. While this represents an increase of $203 million in
absolute terms compared with 1996-1997, when the Board reported that UNDP had not
received audit reports in respect of $520 million of national execution expenditure, the Board
notes that the proportion of national execution expenditure covered by audit reports increased
from 73 per cent in 1996-1997 to 75 per cent in 1998-1999.

22.  The Board noted that during 1998-1999 UNDP did not receive any audit reports for
projects in 63 countries, including five countries with expenditure totaling $261 million on
nationally executed projects in the biennium 1998-1999. The Board recommends that
UNDP ensure that it regularly follows up all outstanding audit reports, and that it
concentrate its efforts on those countries where it has the greatest levels of national
execution.




A/55/5/Add.1

23.  Regarding the $520 million of national execution expenditure for which UNDP had
not received any audit reports in 1996-1997, the Board assessed the extent to which UNDP
had subsequently received these outstanding audit reports. The Board found that UNDP had
since received reports for a further $100 million of national execution expenditure.

Financial position

Regular resources

24.  As shown in the Overview Statement UNDP’s total expenditure from regular
resources in 1998-1999 of $1.692 billion exceeded its total income of $1.504 billion by
$188 million. This excess of expenditure over income, together with other adjustments and
transfers, reduced UNDP’s fund balance by $178 million, from $285 million to $107 million.
In 1996-1997, UNDP’s regular resources expenditure had exceeded its income by $157
million.

25. While UNDP’s expenditure decreased from $1.855 billion in 1996-1997 to
$1.692 billion in 1998-1999, the primary reason for these deficits is the continuing reduction
in voluntary contributions from member Governments away from regular resources.
Contributions fell from $1.609 billion in 1996-1997 to $1.427 billion in 1998-1999.
Governments increasingly chose to support UNDP’s activities through contributions to Trust
Funds or cost-sharing arrangements. UNDP has identified the need to raise regular resources
as a major challenge for the future, and considers that its increasing emphasis on delivering
and demonstrating the results of its work should increase the amount of voluntary
contributions to regular resources.

26.  The Board noted that the remaining regular resources balance of $107 million in the
fund at 31 December 1999 is only sufficient to cover approximately one and a half months’
total expenditure. The Board is concerned that if UNDP’s expenditure continues to exceed
income by the same level as 1998-1999, the fund balance will be insufficient to maintain
current levels of expenditure.

27.  The Board trusts that UNDP will continue to monitor its financial position to ensure it
maintains a healthy fund balance for its regular resources.

Other resources

28. As shown in Overview Statement, UNDP’s total income from other resources in
1998-1999 of $3.621 billion exceeded its total expenditure of $3.506 billion by $115 million.
This excess of income over expenditure, together with other adjustments and transfers,
increased the fund balance by $52 million, from $1.199 billion to $1.251 billion. In 1996-
1997, UNDP’s other resources income had exceeded its expenditure by $331 million.

29.  During 1998-1999, Governments continued to increase their contributions towards
cost sharing arrangements and Trust Funds. During 1998-1999, contributions to cost sharing
grew by $710 million to $2.452 billion and contributions to Trust Funds grew by $63 million
to $604 million.
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30. Total other resources expenditure also rose as contributions increased. However,
while total other resources income rose by 28 per cent in 1998-1999 compared with the
previous biennium, total expenditure rose by 40 per cent. UNDP used $54 million of the
excess of income over expenditure to establish an operational reserve, to reduce its
vulnerability to short-term cash flow problems.

31. The Board was pleased to note that UNDP had generated an increasing level of other
resources income, enabling it to further increase its programme expenditure.

Integrated Management Information System

32. With effect from 1 January 1999, UNDP replaced its non Y2K compliant accounting
system with the Integrated Management Information System (IMIS). In its letter to UNDP of
30 November 1998, the Board voiced its concerns over the risks attached to the
implementation of a new system and recommended that UNDP seek to minimise them by
parallel running IMIS and the existing system for a period of time. However, UNDP was
unable to do so due to lack of resources. In the event, UNDP faced many difficulties in
introducing IMIS and these problems reduced its ability to effectively manage and control its
operations during 1999. In particular, the Board noted that:

e There were difficulties in building links between IMIS and the various sub-systems.
As a result, UNDP could not enter financial data onto IMIS, which created a backlog
of information, particularly relating to Inter Office Vouchers and expenditure reports
from governments. Although UNDP planned for IMIS to go live on 1 January 1999,
this was delayed until April 1999. UNDP was only able to start entering the majority
of its expenditure data onto the system from September 1999,

e Throughout 1999, UNDP was unable to perform regular or timely bank
reconciliations or conduct reviews of its suspense accounts. Such reconciliations and

reviews are a fundamental financial control, and their absence increases the risk of
financial loss to UNDP.

¢ The information backlog, and problems with designing an interrogation package,
prevented UNDP from producing timely or accurate reports for internal management,
funding bodies and other United Nations organizations.

e Similarly, the problems prevented UNDP from presenting its financial statements for
the biennium 1998-1999 to the Board by 30 April 2000, as required by the Financial
Regulations. In fact, UNDP only formally transmitted to the Board full financial
statements on 14 July 2000, although it provided advance copies in draft form from
26 June 2000. These problems substantially delayed the Board’s audit of UNDP’s
financial statements.

33. These problems weakened the financial control systems and reporting abilities of
UNDP during 1999. The Board recognizes that many of the problems related to the
introduction of IMIS. Indeed, the Board noted that compared to the previous accounting
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system, IMIS potentially offered UNDP many advantages in terms of gathering, presenting
and reporting financial information.

34. The Board considers that UNDP’s difficulty with the implementation of IMIS
provides UNDP with clear lessons on the future introduction of new information technology
systems.

Presentation of Financial Statements

35.  The problems with the implementation of IMIS, referred to in the present report, led
to an error in Statement II.1 of the financial statements. This Statement discloses a balance
owed by the United Nations Population Fund of $33,872,000. This overstates the amount
owed by $15 million, and correspondingly understates the value of the cash held by UNDP.

36.  As disclosed in Note 2i, UNDP has also made several changes in accountmg policies
during the biennium 1998-1999, which led to the restatement of some comparative biennium
figures.

Bank reconciliations

37. At the time of signing the financial statements, UNDP had not completed the
reconciliation of its main contributions bank account. As at 20 July 2000, there were 2,763
outstanding items which UNDP still needed to adjust. These items included disbursements
totaling $5,269,711 shown in UNDP’s accounting records but not in the bank statements; and
disbursements totaling $5,828,766 shown in the bank statements but not in UNDP’s
accounting records. The Board is concerned that, some seven months after the biennium end,
these amounts had not been brought to account. Because of the uncertainty of these
unadjusted amounts, the Board has limited the scope of its audit opinion. The Board
recommends that UNDP complete the reconciliation of the main contributions account
and make the necessary adjustments to its financial records.

Non-expendable property

38.  Paragraph 49 of the United Nations Accounting Standards requires United Nations
organizations to disclose the inventory value of non-expendable equipment, furniture and
motor vehicles, and the method of valuation, in a note to the financial statements. UNDP’s
Financial Rule 124.01 requires the organization to maintain property records and conduct
physical inventories to ensure adequate control of such property.

39. UNDP has operated a country office inventory system since 1993 and introduced a
computerised headquarters inventory system in 1995. The value of UNDP’s non-expendable
inventory at 31 December 1999, as disclosed in note 2(g) to the financial statements, was
$18.3 million for headquarters and $73.8 million for country offices. Note 2(g) specifies
that this valuation was on a full cost basis.

40. The Board considers that UNDP did not always base these values on accurate or
complete information. For example, UNDP was unable to provide the Board with an accurate
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breakdown of the $73.8 million of country office non-expendable equipment between
individual country offices. It derived the $18.3 million valuation of headquarters non-
expendable equipment by applying standard costs to the results of a physical inventory
performed during the biennium. These standard costs were not indicative of the actual cost or
value of the assets. The Board also noted that UNDP had not replaced the headquarters

inventory system, despite having provided assurances to the Board to that effect as a result of
the audit of the biennium 1996-1997.

41.  The Board recommends that UNDP require Resident Representatives to certify
the accuracy of the annual country office inventory returns and monitor returns to
ensure that all are received. The Board also recommends that UNDP review the
headquarters inventory and ensure that it provides realistic valuations for all
equipment. The Board further recommends that UNDP intense its effort to develop a
suitable inventory control system.

Inactive projects

42.  Inits report on UNDP’s 1996-1997 financial statements, the Board expressed concern
about the level of advances to Governments (some $11.6 million) that were outstanding for
more than a year. During 1998-1999, UNDP reviewed many of these advances and wrote off
$4.1 million. It has identified a further $4.7 million that requires further investigation. The
Board recommends that UNDP complete this review during 2000 and write-off all
necessary amounts.

Reserve for field accommodation

43.  In its reports on UNDP’s 1994-1995 and 1996-1997 financial statements, the Board
expressed concern about the management of the Reserve for Field Accommodation. In 1996,
UNDP identified a number of balances on the statement of assets and liabilities that were not
sufficiently represented by physical assets or, in the case of loans and rehabilitations, were
unlikely to be recovered. Accordingly, UNDP established a provision of $14.1 million for
these potential losses, against which it wrote off $2.6 million in 1996-1997.

44, In 1998-1999, UNDP wrote off a further $309,000 against this provision. This related
to long outstanding amounts that former staff members owed to UNDP under the household
appliance rental scheme. Under this scheme, UNDP had provided staff in the field with
household equipment, for which the staff member paid rent to the organization. The
remaining provision at 31 December 1999 was $11.2 million.

Unidentified receipts

45.  UNDP reported $19.6 million in unidentified receipts as at 31 December 1999. For
1994-1995 and 1996-1997, the corresponding amounts were $7.1 million and $13.4 million
respectively. These receipts represented contributions and other amounts received in UNDP
bank accounts, where UNDP had not yet identified the source of the funds or what they
represented. The Board is concerned about the increase in these unidentified receipts and the
corresponding delay in applying these amounts to the purposes intended by the donors.
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11.  Write-off of losses of cash, receivables and property

46. During the biennium 1998-1999, UNDP informed the Board that it wrote-off
$4,737,564 of cash and receivables. $4,118,581 of this related to long outstanding accounts
receivable balances with governments, which UNDP deemed were not recoverable. Another
$309,485 related the Household Appliance Rental Scheme, which the Board comments on in
the present report. The remaining ten cases, valued at approximately $309,498, concerned
write-offs at individual country offices.

47. UNDP also informed the Board that it wrote-off country office non-expendable
property totaling $3,513,174 valued at purchase price, during the biennium 1998-1999. It
also wrote-off non-expendable property at headquarters totaling $526,386 in 1998, but due to
problems with the system, it did not inform the Board of the value written-off at headquarters
in 1999.

12. Ex—gratia payments
48. UNDRP reported two ex-gratia payments totaling $5,640 during 1998-1999.

C. Management issues

1. Change management

Background

49.  The main objective of the 2001 change management process was to align UNDP’s
internal capacities in order to deliver the four priority areas established by the Executive
Board in 1994: poverty elimination, the creation of employment and sustainable livelihoods,
the advancement of women and the regeneration of the environment. UNDP launched the
Change Management initiative in 1997 against a background of changes in the external
environment, principally the reduction in core resources provided to the organization by
governments. It produced a Change Management Implementation Plan in May 1997, and
updated it in September 1997. UNDP’s approach to implementing change management was
further refined and updated in 1998 and 1999 as part of its annual strategic planning process.
UNDP aimed to implement the change management initiative by December 1999.

50.  The change of Administrator, in July 1999, led UNDP to formally close the UNDP
2001 Initiative and to establish a Transition Team, charged with assessing how change could
be further developed. As part of the closing procedures, UNDP commissioned an
independent assessment of the UNDP 2001 Initiative, which was completed in October 1999.

'51.  The Board examined the change management planning process as part of its report on
the 1996-97 biennium, and followed up on implementation issues at Headquarters and in
country offices as part of its current review.
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Implementation of change management

Implementation documents

52.  Both the May and September 1997 implementation documents had three broad
objectives: -

. to empower country offices in order to provide quick, responsive
development services;

. to enhance the quality and impact of programmes and services; and

. to create a more coherent, accountable and cost effective organisation.

In April 1998, these were further refined into six broad objectives: support to country offices;
organizational learning; re-engineering and re-structuring; resource mobilisation;
accountability and support to United Nations reform.

53.  Each plan listed activities relating to the broad objectives, but neither plan indicated
the relative importance of different activities nor any hierarchy of objectives. The plans did
not therefore distinguish between the key activities that UNDP had to undertake in order to
successfully complete the initiative, and those that were more supplementary in nature.

54.  Fifty of the activities listed in the implementation documents were not supported by a
measurable target and in three cases the description of the activity itself was too vague to
allow proper measurement. For example the first activity recorded in the May document was
‘Staff deployed to field in three phases’. There was no indication of how many staff would
be re-deployed, when the three phases were due to take place, costs associated with moving
the staff, or what measurable targets would be used to monitor the activity.

55.  The Board recommends that, in projects such as UNDP 2001, UNDP prioritise
activities and that it devise measurable indicators and milestones to allow systematic
monitoring of progress.

Costs and resources

56.  The May 1997 implementation plan only included costs for those activities that
UNDP could not fund from the regular biennial budget. It classified additional costs into two
categories: those that could be met from a Trust Fund supported by a donor government,
totalling $2.5 million; and those that would require funds to be raised, totalling $6.6 million.
In total, this amounted to an estimated additional cost of $9.1 million for the Change
Management Initiative.

57.  In the updated September plan, UNDP provided cost estimates for seven activities
that it had not costed in the earlier plan. UNDP also estimated the cost of implementing
UNDP 2001 as $18.1 million, an increase of $9 million over the estimate produced in
May 1997. The increase was mainly due to an extra $4 million for the career transition
scheme, aimed at the voluntary separation of staff, and a further $3.3 million for the
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establishment of the Sub-regional Resource Facilities (SURFs). The updated plan identified
various potential sources of funding for UNDP 2001, including the core biennial budget, the
non-core Trust Fund, as well as funds that had yet to be mobilized.

58.  The May 1997 Implementation Plan did not identify the budgeted amount from the
core resources that UNDP needed to implement the change programme. However, the
September 1997 Implementation Plan costed some activities to be funded from the core
biennial budget, which totalled $9.8 million (Annex 1A). The same plan identified a further
six activities as bearing a cost, but did not estimate the amounts involved. This meant that
many tasks were assigned to line managers without a specific budget for implementation.

59.  The Board recommends that, at the planning stage of future projects such as
UNDP 2001, UNDP cost all the proposed activities and estimate the total cost of the
initiative.

60.  The Board reviewed ten UNDP 2001 change activities and found that, in general, the
responsible managers held information on the costs of their change management tasks but
that they passed this information to central programme managers on an ad-hoc and
inconsistent basis. The central programme managers for UNDP 2001 did not undertake a
systematic analysis to evaluate the resources used in the initiative as a whole.

61. The Board recommends that in future projects such as UNDP 2001, project
managers should collect and report all available costs, and central programme
managers should include such information in regular status reports.

62. Between 1995 and 1999, one government provided UNDP with a total of $8.6 million
to improve internal administrative procedures and managerial methods. UNDP initially
earmarked $1.8 million of this money to fund 18 activities under UNDP 2001 (Annex 1B).
By November 1999, the Trust Fund had contributed $2.5 million to UNDP 2001.

63. To help obtain further funds, UNDP set up another trust fund in October 1998
specifically for UNDP 2001 activities. As at December 1999, the Fund’s target had
increased from $6.6 million in May 1997 to $10.1 million. This was intended to cover the
five change management activities listed below.

Enhancing country office competencies

) The budget for this activity was $4 million, but this did not relate to any
particular figure in either implementation document. By December 1999, the
Fund had raised $660,000 for this activity and was still seeking further funds.

Enhancing UNDP capacity to respond to crisis countries

. The budget for this activity was $1.8 million. This compared to an initial
estimate of $600,000 in the September 1997 implementation plan. The
activity was not costed in the May 1997 plan. As at December 1999 the Fund
had mobilised $330,000 in support of this project.
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Efficiency in Administration and Finance

. The budget for this was $1 million, but this did not relate to any particular
figure in either the May or September implementation plan. At December
1999, UNDP had not raised any funds for this activity.

Country office information management

. The budget for this activity was $1.9 million against which the Fund had
raised $1.5 million. The budget did not relate to any particular figure in
either the May or September plan.

Executive development

. The budget for this activity was $1.4 million. This related to a proposed
budget in the implementation plans of $4 million. As at December 1999, the
Fund had not mobilised any money for this activity.

Two of the above five activities (Efficiency in Administration and Finance and Country
Office Information Management) were not included in either implementation plan, and three
did not have original cost estimates. By December 1999, the Fund had obtained

approximately $2.5 million, leaving $7.6 million still to be found. No funds had been raised
at all for two of the five projects.

64. The Board recommends that UNDP clarify the status of ongoing UNDP 2001
activities, given that it has formally closed UNDP 2001 and, if appropriate, establish
detailed budgets needed to fulfil them.

65. The Board was unable to determine the full cost of the UNDP 2001 initiative. While
non-core expenditure of $5 million could be attributed directly to UNDP 2001 activities,
UNDP did not record the value of core costs used for the initiative. With the UNDP 2001
Trust Fund still seeking $7.6 million, the total estimate of non-core resources required for the
full initiative was $12.6 million. The Board considers that this amount underestimates the
actual cost of the programme, as UNDP had not identified the amount of the core budget
used to support and develop it.

Accountability and Monitoring

66.  Although the implementation plans allocated responsibility for each activity to a Unit,
UNDP did not nominate individual officers as responsible for specific activities. In 28 cases,
the plans identified two or three units as responsible for the same activity. The Board
considers that this led to unclear lines of accountability.

67. UNDP submitted progress reports on UNDP 2001 to the Executive Board and
prepared six monthly status reports on the programme. These reports recounted progress on
53 activities grouped under the six broad objectives used from April 1998. They contained
no information on the costs of UNDP 2001 activities and included only 19 measurable targets
out of the total of 53 activities. For example one activity was directed at reversing the
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60:40 ratio of time spent on administration to programme work in country offices, while
another set a five-day response time to queries raised at headquarters. UNDP did not,
however, systematically measure performance against targets as part of the monitoring
process. UNDP prepared the final such report in August 1999. The Board recommends
that, in a project such as UNDP 2001, UNDP should a) identify individuals responsible
for implementation and b) monitor targets periodically in order to identify problems as
early as possible and take the necessary remedial action.

68.  The Board noted good monitoring and reporting practices in one area it examined -
the establishment of the Sub-regional Resource Facilities (SURFs) and the Global Hub. The
framework document clearly set out the staffing requirements and the budget that would be
needed to set up the SURF system, giving a baseline against which the organisation could
raise resources and monitor expenditure. Management reported on the use of resources every
six months and analysed costs between various elements, such as staff costs and travel and
subsistence. They also set internal targets in five areas of the project in order to monitor the
development of the SURF system. The Board welcomes these examples of good practice.

Results achieved under UNDP 2001

69. The Board reviewed a number of activities that were included in the implementation
plans of May and September 1997. In particular the Board reviewed the initiative against five
key milestones detailed in the May plan. The findings are detailed below.

Establish up to 17 Sub-regional Resource Facilities (SURFs) and a global hub in the
Policy Bureau

. UNDP fully established six SURFs by December 1999 and partially
established a further three. It also established the Global Hub. UNDP
believes that the optimal number of SURFs is now between ten and twelve.
Implementation of the SURFs had a budget of approximately $6.5 million
(90 per cent from the core budget).

Put in place competency statements covering Unit mandates, functions and job
descriptions

) As at December 1999, UNDP had completed competency definitions for
Resident Representatives, Deputy Resident Representatives, and Operational
Managers, but the exercise was not extended to any other country office staff,
or for headquarters posts. UNDP did not produce a budget for this activity or
any expenditure reports.

Simplify Programme and Finance manuals

. UNDP updated the Programme Manual and formally issued it in March 1999.
It presented a new set of Financial Regulations and Rules to the Executive
Board in January 2000, and these became effective from April 2000. The
new Finance Manual was issued on 15 June 2000.
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Develop and implement management and programme performance indicators, and
improve oversight by regional bureaux ’

. As at December 1999, UNDP was still reviewing the draft country office
performance indicators, but was ready to release the new balanced scorecard
system after it had approved the indicators.

Complete the redeployment of staff to country offices and SURFs

. Although not specified in the implementation documents of May and
September 1997, UNDP set a target to re-deploy 25 per cent of all staff/posts
from headquarters to the field. This target was not met and the new
Administrator restated it as a continuing aim in the Business Plans 2000-
2003, presented to the Executive Board in January 2000. In March 2000,
UNDP drew up plans, detailing a 26 per cent reduction in headquarters staff,
and analysing where units would make changes.

70.  The Board recommends that UNDP set a clear timetable for the completion of
tasks outstanding from UNDP 2001.

Change management in country offices

Inter-action with other United Nations organisations

71. One of the major aims of the change management process was to encourage closer
working within the United Nations system at both strategic and operational level. UNDP
2001 introduced the concept of United Nations organisations in individual countries
developing Common Country Assessments and United Nations Development Assistance
Frameworks, as well as moving towards harmonisation of their programme cycles. These
initiatives are intended to co-ordinate activities between United Nations agencies, the
Government concerned, and other agencies. At a strategic level, the Board found that
country offices generally made efforts to develop good relations with other United Nations
organisations and within the country at large. Table 1 summarises the progress made in
eleven country offices visited by the Board.

Table 1: progress on inter-action with United Nations organisations

Common Country Assessments Nine of the eleven country offices were in the process

(CCA) of completing CCAs. Only two had still to begin
work.

UN Development Assistance Five of the eleven country offices were in the process

Framework (UNDAF) of completing UNDAFs, with six still to begin work.

Programme cycle harmonization One country had already achieved programme

harmonization and six other countries had established
dates for completion of harmonization. In the
remaining countries, war conditions or the shortage of
programme resources made harmonization less
achievable.
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72.  The Board found weaknesses in preparing timetables for future actions necessary to
complete Common Country Assessments or United Nations Development Assistance
Frameworks, and in providing resources to ensure that plans were viable. The Board
recommended, and the country offices accepted, that offices should improve timetabling
arrangements. '

73.  The Board found that eight of the eleven country offices shared premises with some
of the other United Nations agencies operating in the country. A further country office was
planning to move into shared premises and a similar proposal was under discussion in
another country office. Only one country office had no physical or virtual ties with other
United Nations agencies. Two of the offices which already shared premises with some
United Nations agencies were also undertaking activities to create a computerized virtual
office to establish closer ties with other agencies.

74.  Three country offices had joined with other United Nations agencies and developed
common contracts for services, such as travel and security, allowing them to take advantage
of economies of scale and administrative efficiencies. One country office in particular had
developed a sophisticated programme for setting up common service contracts (Box 1). Four
other offices had started to identify potential areas for common services.

75.  The Board notes that UNDP, through the United Nations. Development Group, is in
the process of developing guidance and standards on common services agreements. The
Board recommends that all country offices investigate the possibilities of agreeing
common service contracts with other United Nations organizations, as a method of
offering potential cash savings and administrative efficiencies.

Office organisation and staffing maiters

76. The Board noted that five of the eleven offices visited had undertaken some
reorganisation in response to the change management initiative. The depth of change varied
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between offices, from minor reorganisation to a full team-based matrix approach. The most
radical changes of this type introduced in a country office are described below (Box 2).

Box 2: matrix based office restructuring . Fo UL TE s o me

The country office moved away ‘from-a traditional UNDP programme/operational
hierarchy towards team-base shed in key ‘thematic
areas such as administrative reform and decentralisation, productiVe employment, anc
support to the United Nations system. - The teams were made up of both operational
and programme staff, with individuals serving on several teams.*Each tean had an’
elected leader -and no-one could lead more *than one. téam. The aim .of ‘the
reorganisation was to maximise the sharing of skills and experience and build a unity
of purpose within the office. Operational $taf® 15 provide back p in &

areas :such as budgetary oversight and control

ntinued {0 provide back up in key

administrative transactions. -

77.  All of the country offices visited by the Board felt that the change management
programme had increased the level of responsibility and authority delegated to them by
headquarters. They all cited the empowerment of staff as an important facet of the change
management process. All offices had arrangements for regular meetings between staff and
senior management, and at least four held such meetings weekly. Eight offices also used
annual retreats as a way to promote staff involvement in the development of office policy.
Most offices were reducing their reliance on international staff and seeking to give greater
responsibility to national officers.

78.  All the offices expressed commitment to the change management target of allowing
five per cent of time for staff training. However, with one exception, offices generally did
not monitor achievement of the target. Most offices were still at an early stage in the process
of drawing up job descriptions for all posts, establishing relevant staff competencies and
identifying the training needs flowing from this process. Offices generally had staff training
plans in place, although these had still to be fully developed in two offices.

79.  The Board recommends that all country offices complete job descriptions and

competency statements for all posts and that they use them to develop appropriate
training plans for staff.

Liaison with external parties

80.  UNDP sought to use the Change Management approach to make itself a more client
centred and service focused organisation. It emphasised the need to look outwards and foster
strong relations with external parties, such as recipient governments, donors, other

international organisations, civil society and the media. It also emphasised the role and
importance of advocacy.
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81. In addition to their adoption of Common Country Assessments and United Nations
Development Assistance Frameworks, individual country offices have sought to reach out in
a variety of ways to influence the communities in which they are based. Particular examples
of good practice which the Board noted include:

e a country office which emphasised the importance of fast and efficient delivery of
services by streamlining administrative and operational procedures and
delegating substantial decision making authority to project staff;

e a country office which had utilised funds earned from project administration to
bring leading international economics and institutional development experts to
the country, to lead seminars, debates and workshops involving national political
and academic figures; and

e three country offices which had developed detailed country specific guidance for
nationally executed projects in conjunction with their counterpart government
ministries.

The Board welcomes these examples of good practice.

Procurement

82.  Procurement within UNDP is decentralised to line units and country offices, although
the Inter-Agency Procurement Services Office (IAPSO) provides a specialised service for
procuring some items, particularly vehicles, for UNDP and other United Nations bodies.
IAPSO also provides a source of procurement expertise and advice for UNDP. The Board
examined procurement at headquarters, at IAPSO and in the country offices visited.

83.  The main areas reviewed by the Board were:
e compliance with UNDP rules and regulations;
e the timeliness and efficiency of contract letting procedures; and

e the role of the Advisory Committee on Procurement.

84. In July 1999, UNDP instituted a revised procurement framework based on increased
limits of delegated authority and including measures intended to sharpen accountability. In
January 2000, the Executive Board approved revised Financial Regulations and Rules for
UNDP that came into force in April 2000 and included changes to procurement procedures.

Headquarters procurement

85. The value of administrative procurement activities undertaken by UNDP headquarters
in New York was $10.5 million in 1998, and $11.7 million in 1999. Table 2 indicates the
breakdown of expenditure. In practice, although procurement is decentralised, two
Headquarters units — the Administrative Services Division and the Technical Services
Division — took the lead role in negotiating most major contracts.
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Table 2: headquarters’ procurement expenditure

1998 1999

$ million $ million
Services 8.1 , 83
Office Supplies 0.9 0.9
Furniture and Equipment 1.5 - 2.5
TOTAL $10.5 $11.7

Compliance with UNDP rules and regulations

86. At headquarters the Board reviewed ten large-scale umbrella contracts for the
provision of goods and services such as cleaning, archives, and computer hardware. The
Board also examined twenty small-scale Purchase Orders initiated by units throughout
headquarters. The Board found that UNDP generally complied with the key requirements in
its procurement regulations.

87. However, in its examination of the sample of small-scale Purchase Orders, the Board
was unable to confirm whether all goods and services were delivered on a timely basis. In
six cases no delivery notes were on record and in a further two cases, the date of delivery was
not recorded. This prevented UNDP from properly monitoring the performance of suppliers
to ensure they made deliveries within contractually agreed deadlines. The Board had noted a
similar weakness in its review of procurement in the 1992-1993 biennium.

88. The Board recommends that UNDP remind line units of the need to confirm
receipt of goods and services promptly.

89.  The Board also examined a contract for the provision of office supplies, with a total
estimated value of some $3.6 million over a three year period, which was processed as a
common services contract between several United Nations agencies in New York, led by the
Procurement Division of the United Nations Secretariat. The process posed challenges for
the five United Nations bodies involved (UNDP, the United Nations Secretariat, UNOPS,
UNICEF and UNFPA). The agencies prepared comprehensive Request for Proposals
documentation and designed evaluation procedures, which took all parties’ needs into
account and exemplified United Nations best procurement practices. However, there was
constant slippage in the letting process. UNDP originally expected the contract to become
operational in May 1998, then December 1998, January 1999 and February 1999. The
contract was not finally signed until November 1999, although UNDP began to purchase
office supplies from the company in early July 1999.
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Timeliness and efficiency of contract letting

90. The Board considered the timeliness and efficiency. of the contracting process by
examining the identification and evaluation of suppliers, and the time taken to complete the
contract letting process.

Identification and evaluation of suppliers

91.  UNDP Headquarters had not established a database of possible suppliers to assist it in.

letting contracts for goods and services. Procurement staff consulted existing contractors and
other United Nations agencies based in New York to develop tender lists, but the Board
noted occasions where UNDP had difficulties in generating sufficient supplier interest.
Procurement staff failed to obtain enough qualifying bids for two of the ten major umbrella
contracts examined by the Board, and, as a result, the Advisory Committee on Procurement
rejected the original recommendations of suppliers to be selected and ordered second
tendering exercises to be carried out. The Board had noted a similar lack of a suppliers’
Toster in its 1992-1993 review.

92.  The Board recommends that UNDP establish a database of potential suppliers.

93.  The Board found that UNDP did not evaluate the performance of contractors on a
systematic basis. Only two of the ten umbrella contracts examined by the Board included
service targets relating to minimum delivery or response times, and even in these cases
performance was not regularly reviewed. UNDP did not carry out any comprehensive
monitoring or recording of performance in areas such as contractors’ compliance with price
agreements, timeliness of delivery, accuracy and reliability of deliveries, or number of
complaints received.

94.  The Board recommends that UNDP develop more formal monitoring of supplier
performance.

95. The Board noted several instances of good practice in UNDP’s monitoring of
performance. For example, on one contract UNDP and the contractor met every two to three
weeks to review services and resolve any problems. UNDP also required some suppliers to
prov1de information on their level of performance by submitting periodic reports for review,

covering matters such as usage by organisation and department, and timeliness of delivery.

The Board welcomes these examples of good practice.

Contract letting

96.  The Board found that in 12 major headquarters contracts involving a total amount of
over $4.7 million, UNDP took an average of 195 days between the date it issued Invitations
to Tender or Requests for Proposals and the date it signed a contract. The maximum elapsed
time was 341 days and the minimum 29 days. The Board’s analysis did not include the time
taken to undertake preliminary work such as identifying potential supphers or drawing up
terms of reference as firm dates were not available for these processes.
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97.  The Board recommends that UNDP benchmark . its performance in the time
taken to let contracts, establish timetables for each element of the procurement process
and monitor performance against these.

98.  The Board found that delays occurred between the deadline for the receipt of bids and
the date UNDP opened or began to evaluate them. In six cases UNDP did not open the bids
until at least a month after the submission date, and in three of these cases, the delay was
over two months. In seven cases UNDP took more than one month to begin the bid
evaluation exercise, and in four of these cases, the delay was over two months. The average
time taken by UNDP to open and evaluate the bids was 53 days. The delays were largely due
to a high volume of procurement work that UNDP had to carry out to regularise thirteen
major service contracts, which did not have formal contracts.

99.  There was considerable variation in the length of time between the initial evaluation
of bids and the final recommendation from the Advisory Committee on Procurement, ranging
between 4 and 209 days. The Committee rejected two contracts and sent them back to be
re-tendered, a process that took 136 and 127 days respectively. In a third case procurement
staff went back to bidders for further clarification prior to submitting a recommendation to
the Committee, causing a delay of 74 days.

100. The Board found that the main contributing factors to extensive delays were:
e failure to define clearly the original terms of reference in bid proposals;
e failure to attract bids from a sufficiently large number of suppliers; and

e failure to carry out a full technical evaluation procedure;

101.  Factors which facilitated the smooth letting of contracts were: the development of
clear terms of reference, with input from specialists in the area to which the service was
related; and the utilisation of a pro forma pricing sheet to allow direct comparison of the
costs of the major elements of bids.

102.  The Board recommends that UNDP build on the examples of good practice and
ensure that clear terms of reference are used for bids and, where possible, use standard
pricing sheets to assist in the evaluation of bids.

Role of the Advisory Committee on Procurement

103.  The main role of the Advisory Committee on Procurement is to provide advice to the
Chief Procurement Officer on procurement matters. In the biennium 1998-99, the majority
of its work involved providing advice on contracts valued at over $100,000, and on
applications for waivers of competition for contracts with a value of over $30,000. Under the
new guidance issued at the end of July 1999, these limits were revised to allow higher
thresholds depending on the volume of procurements undertaken by particular divisions or
country offices, and to increase the limit for waiver of formal competitive bidding from
$30,000 to $100,000 for all offices.
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104. All country offices and headquarters units are required to submit procurement
requests to the Committee if they fall outside their delegated authority limits. In the 1998-99
biennium, the Committee received 122 submissions from 53 different country offices.

105. The Board noted that the distribution of submissions was uneven, for example eight
offices accounted for 38 per cent of the country office submissions. During one of its
country office visits, the Board found that the office had systematically failed to submit
relevant procurements to the Committee since approximately 1993, even though the country
office administered a large project portfolio involving significant levels of procurement. In
1998 its Local Contracts Committee dealt with 181 submissions valued at over $100,000, and
a further 67 in the period to September 1999. The office was concerned that if it had
submitted these procurement actions to headquarters its delivery rate would have been
slowed considerably. At the time of the audit, the office was negotiating with headquarters,
under the new procurement guidelines, to establish a higher delegated authority reflecting the
volume of its procurement activities.

106. The Board recommends that UNDP ensure that country offices submit to the
Advisory Committee on Procurement all procurement actions falling outside their
delegated level of authority.

Country office procurement

107. The Board reviewed a sample of procurement actions at each country office visited
and at JAPSO. In total the Board reviewed 70 procurement actions: of these, 24 related to
administrative items for offices’ own use and 46 related to goods or services procured for
projects. The total value of procurements examined by the Board was some $32.7 million.
Procurement actions examined at one country office accounted for $25 million of this total.

108. The Board found that the level of compliance with UNDP’s own rules and standards
of best practice was generally good, although the most common weakness found was the
failure to seek sufficient tenders. At five offices, all sample items complied fully with
expected practices. The Board noted particularly good practice in one office which used
computerised price lists to speed up ordering and had developed pro forma documentation
for processes such as gathering quotations and notification of goods received.

Procurement by IAPSO

109. Regarding IAPSO’s procurement actions, the Board was concerned that there was an
increase in the orders of ex-stock vehicles, which can cost 20 per cent more than ex-factory
supply. There was an increase from 11.4 to 13.8 per cent between 1997 and 1998 across the
United Nations system as a whole in ex-stock orders processed by IAPSO. Although
ex-stock orders processed for UNDP in the same period fell from 12 to 8 per cent, this did
not include ex-stock orders placed directly with dealers, by country offices using information
from IAPSO’s catalogue. The Board is concerned that there is a risk that country offices use
the more expensive ex-stock option, rather than planning their procurement requirements
sufficiently in advance. The Board was pleased to note that IAPSO had since obtained
approval to delete the option of ex-stock vehicles from the Field Motor Vehicle catalogue.
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110.  The Board noted that, although IAPSO’s vehicle catalogues were widely used across
the United Nations system, there remained scope for achieving additional efficiency savings
by further consolidating the points of negotiation and ordering with major manufacturers.
At the time of the audit IAPSO was close to concluding arrangements to procure vehicles on
behalf of UNFPA and UNICEF, and intended to seek further co-operation with the United
Nations Procurement Division, which purchases vehicles on behalf of the UN Secretariat and
the Department of Peacekeeping Operations. The Board welcomes UNDP’s efforts to

. explore the scope for maximjsing procurement efficiencies.

Green office policy

111.  The Board examined green office issues both at UNDP headquarters and in country
offices to assess the extent to which UNDP had established and implemented a green office
policy or Environmental Management Strategy (EMS). The Board also reviewed the types of
local green initiatives underway at headquarters and country offices. The Board’s approach
to environmental matters draws on ISO 14001, which is the international standard supporting
the concept of sustainable business development.

112.  UNDP launched its Green Office Initiative in June 1997. The focus of the initiative
was at headquarters, where UNDP established a Greening UNDP Task Force to identify and

implement practical measures to support and protect the environment through its own
working practices.

UNDP’s consideration of environmental and sustainable development issues

113.  UNDP confirmed its commitment to environmental issues in its Mission Statement,
and in addition the UNDP Executive Board endorsed environmental and sustainable
development issues in a series of Board decisions. It identified environment and natural
resources management as an area where it should build national capacity and concentrated
UNDP’s mandate on four themes, one of which was environment.

114.  The Board found that UNDP had not established an Environmental Management
Strategy (EMS) for its internal operations, it had not circulated comprehensive guidance
within the organisation and it had not submitted to its Board for approval a formal
environmental policy for the organization. Some actions relating to green issues had been
initiated under the Green Office Initiative but UNDP had not systematically set out its
environmental practices and had not carried out a comprehensive range of environmental risk
assessments across the organization. Furthermore, UNDP had no systematic objectives,
targets or performance indicators to measure the environmental impacts of its internal
operations. It also did not have in place a programme for training staff on environmental
matters and had not systematically planned to evaluate all those activities that could
potentially affect the environment.

115.  In April 1999, UNDP began to develop an EMS through a project supported by an
international development agency. The objective of the project was to design and implement
an environmental management strategy to influence UNDP’s overall policies, procedures and
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practices, including the day-to-day management of the organization and its operational
programmes. UNDP expects to decide on the direction of its EMS by September 2000.

116.  The Board noted that the terms of reference for the project indicated that greening
UNDP’s in house activities would only form a small part of the work. Most of the project
was focused on ensuring that environmental concerns were properly considered in UNDP’s
programme and project activities. In the implementation phase, the objective of “Greening
UNDP and the UN system” was only fourteenth on a list of twenty objectives. The Board is
concerned that this project does not give sufficient priority to UNDP’s internal operations.

117. While the Board welcomes UNDP’s efforts to develop an Environmental
Management Strategy (EMS), it recommends that UNDP give a higher profile to internal
environmental issues. The Board also recommends that as it develops an EMS, UNDP
incorporate key elements of good practice described in ISO 14001, particularly:

¢ approval of the EMS at the Executive Board level;
e completion of environmental risk assessments;
e documentation of environmental practices;

e development of environmental objectives and targets, supported by
measurable performance indicators to assess progress;

e regular progress reports to the Executive Board;

e identification of environmental training needs for staff and provision of
resources to meet such needs; and

e internal audit or evaluation procedures which cover all activities that can
potentially affect the environment.

The Board is pleased to note that UNDP intends to consider the Board’s recommendations as
part of its EMS development process.

Green office initiatives at headquarters and country offices

118. Neither IAPSO, nor any of the country offices visited by the Board, had a formal
written policy in place at the time of the audit visits, and only one office had carried out
extensive work in this area and had established a focal point to take matters forward. The
Board recommended to each office that it should develop formal green policies and
establish a focal point to take matters forward. The Board is pleased to note that eleven
offices responded positively to the recommendation by beginning to develop green office
policies and establish focal points. The remaining office was also supportive of the
recommendation and undertook to take forward initiatives as resources allow.

119. The Board examined three of the major areas addressed by the Green Office
Initiative: green procurement; energy efficiency and building management; and recycling.
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Green procurement

120. UNDP took its first steps towards developing a green procurement policy in
September 1995, when IAPSO issued a booklet setting out guidelines on environmental
factors to consider when procuring common types of office equipment. The booklet
envisaged that country offices and headquarters units would conduct detailed reviews of
internal purchasing practices and UNDP would develop a strategy to implement
recommendations arising.

121. The Board found that IAPSO had not, itself, used the booklet, and only four of the
eleven country offices visited by the Board referred to the booklet when asked about their
green procurement policies. Only one country office was actively using the booklet. Offices
had neither developed written guidance, nor used any checklist to ensure that they addressed
environmental issues on a systematic basis.

122. UNDP has made efforts to develop a green procurement policy for dissemination
across the organization. In mid 1998, one Government offered to fund a Green Procurement
Conference to be held in September 1999. UNDP actively pursued this option initially, but
in February 1999 decided that the Conference would not be tenable untii UNDP had
formulated its own green procurement policy. UNDP employed a consultant, who had
initially been recruited to organize the conference, to develop a policy. In July 1999, the
consultant produced an outline paper, setting out options for green procurement and
highlighting areas where further work remained to be done. The Board noted that, since July
1999, UNDP had not acted on the consultant’s recommendations to take forward the
development of a green procurement policy. The Greening UNDP Task Force intended to
review the recommendations in April 2000 and UNDP planned to undertake a feasibility
study, to be completed by September 2000, to determine the level of detail required for
guidelines on green procurement procedures and practices.

123. The Board considers that UNDP should develop a high level green procurement
policy. The Board recommends that UNDP undertake a cost benefit analysis to assess
the savings likely to accrue from the development of a green procurement policy.

124. In mid-1999 UNDP appointed two staff members with environmental and green
procurement backgrounds to the Advisory Committee on Procurement. However, the Board
noted that by the time procurement actions reached the Committee, the requisitioners had
already completed the tendering and selection processes. At the country office level, UNDP
intends to develop tools and information, including guidelines, templates and/or modules, to

assist staff in incorporating green issues into tendering and selection processes by December
2000.

125. The Board recommends that UNDP develop appropriate tools and information
to assist staff in their consideration of green issues at an early stage in the procurement
process.

Energy efficiency and building policies

126. The Greening UNDP Task Force focused on energy efficiency and building policies
as offering good potential for financial savings and positive environmental impacts. It
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arranged for two energy audits of headquarters’ premises, which indicated that large savings
could be made. The first, in October 1996, focussed on the offices at 304 East 45 Street
(FF building) and identified potential savings of some $72,000 annually in energy costs if
inefficient lighting and cooling systems were replaced. The review estimated the cost of this
investment to be some $194,000, giving a payback period of 2.7 years.

127. In May 1998 a second team carried out a more detailed survey of energy use and the
general environmental impacts on the FF building and the offices at 1 UN Plaza
(DC1 building). Both buildings scored poorly in terms of building fabric and services, and
were assessed as falling into the lowest category. The FF building was also in the lowest
category for building operation and management, while the DC1 building was in the second
lowest category. The report suggested 14 actions that UNDP could take to improve
performance in the building operation and management category, and eleven actions in the
building fabric and services category. At the time of the audit UNDP had not yet fully
implemented these proposals. While it has been active in pursuing the scope for retrofitting
work, it has done little to action those recommendations concerning management practices
and the best use of existing infrastructure.

128. The Board recommends that UNDP follow up the recommendations made in the
1998 report on energy use and environmental impacts on the FF and DC1 buildings.

129. During 1998, UNDP conducted negotiations on financing a retrofit of the FF
building. In December 1999, UNDP entered into an agreement to prepare detailed terms of
reference for the retrofit of the FF building and issued a Request for Proposals in March
2000, seeking bids for the work. UNDP expects that implementation of the retrofit will begin
by the end of 2000. The Board welcomes UNDP’s initiative to retrofit the FF building which
offers scope for both energy and financial savings.

130. The Board found that country offices had adopted few initiatives to implement energy
efficiency or building management policies. Only one office had undertaken detailed
research in this area and had tried to formalise a policy and set energy reduction targets. All
other offices indicated that they encouraged staff to turn off lights and other equipment when
not in use, but none had a written policy in this area or any targets. None of the country
offices had negotiated an agreement with building management to optimise use of energy.
The Board notes that UNDP is planning to issue guidelines on energy conservation to
country offices by the end of 2000 to ensure a consistent approach.

131. The Board recommends that country offices should address energy efficiency
when preparing their individual green office policies.

Recycling

132. UNDP had initiated recycling efforts at headquarters and in most country offices.
The Greening UNDP Task Force introduced initiatives at headquarters, particularly for old
computers and used paper. The computer-recycling scheme was especially successful.
UNDP’s Environmental Co-ordinator entered into an agreement with a company that
refurbished old computers and donated them to worthy recipients. UNDP disposed of some
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700 computers in this way and other United Nations organizations in New York also became
involved in the scheme, recycling a further 1800 computers.

133. UNDP introduced paper recycling at headquarters on a trial basis in 1997, and
extended it throughout the rest of its New York headquarters in November 1998. UNDP
provided members of staff with desktop receptacles to collect any recyclable materials,
identified green focal points for each floor, and organised clean up days in different areas to
promote the scheme. In November 1997 alone, headquarters divisions collected 750 sacks of
paper.

134, UNDP did not monitor the amount of paper it recycled, as it did not have the
resources available to set up a measuring system. However, a broad measure would be for
UNDP to monitor the amount of new paper procured by divisions. It could derive such
reports from its management information system, but has yet to do so on a systematic basis.
However, at the end of 1998, UNDP undertook a count of paper usage, based on manual
records and information from the supplier. It identified annual usage of 218 tons (43.5
million sheets) but did not break the figures down by divisions.

135. The Board recommends that UNDP introduce improved monitoring of paper use
across divisions and that UNDP set a target for a reduction in paper use. The Board
also recommends that UNDP set standards for printer and copier use, for example
ensuring that all machines default to double-sided printing. The Board was pleased to
note that the Greening UNDP Task Force intended to address these issues by June 2000 and
implement an action plan to accomplish them by September 2000.

136. Most country offices had paper minimisation or recycling initiatives of some kind in
place. Table 3 summarises the position observed by the Board during its visits to the 11
country offices and IAPSO.




Table 3: minimization and recycling initiatives at country offices

Minimization of paper
usage

use of email

Collecting used paper and
re-using second side

Electronic filing

double-sided
photo-copying or printing

All offices commented on benefits of email
Two offices had well developed measures in place
Six offices had less developed measures in place

Four offices had very little or nothing in place

Three offices had electronic filing arrangements in place

for at least some of their documents, and one of these was

planning to expand its system

Two offices were considering the scope for using
electronic filing

Seven offices had very little or nothing in place

One office had a well developed system
Five offices had less well developed systems

Six offices had very little or nothing in place

Paper recycling

Six offices had fairly well developed measures in place to
collect and recycle used paper

Two offices had less well developed measures

Four offices had very little or nothing in place

Other forms of recycling

Two offices were recycling glass, cans and plastic;
One office used china instead of paper cups for drinking;
Two offices were recycling toner cartridges;

One office was recycling organic waste as fertilizer

A/55/5/Add.1

137. The Board encourages all UNDP country offices to continue their efforts to minimize
paper usage and to maximise recycling through such actions as those set out in Table 3.

Project management in country offices

Background

138. The Board examined a small sample of projects in each of the eleven country office
visited to determine whether practices were in line with UNDP’s project management
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guidance. The Board examined 24 projects with a total value of some $308 million, as
shown in the original Project Documents. A single large project in one country office
accounted for some $227 million of this total. The Board also examined two regional
projects, with management input from Headquarters, that was valued in the original Project
Documents at some $35 million. The Board considered whether offices:

e implemented projects to time and budget;

e established appropriate management structures and lines of communication for
projects; and

o monitored and evaluated projects on a timely basis.

Implementation to time and budget

139. Country offices specify the estimated length of a project and when it is due to begin
in the Project Document. The Board noted that many of the projects reviewed were not
carried out within the timeframe originally set out in the Project Document. In ten projects
(39 per cent) there were delays in starting the project, which generally ranged between one
and nine months, but in one project the delay was four years (Box 3). The Board also noted
that two projects, which, although formally begun on or near the intended start dates, faced
considerable delays in achieving any of the substantive objectives set out in the Project
Documents. In addition, there were several instances where delays had occurred in agreeing
and signing the Project Document. In six projects (23 per cent of sample) the Board found
delays of more than six months before all parties signed the Project Document. This
generally reflected problems in securing funding or agreeing operational modalities.

Box 3: Delays in project to dévelop'agrb-'wurism o

This project aimed to s port the developmentv :»f a 'tlonal agro-tourism mdustry by
establishing a pilot homestay site. Although the Project Document in
April 1994, the. cxecut;_ng agency d1d no work onthe prOJect untll 1998 UNDP made

appointing consultants":
project lost much relev

to change the scope
occasions.

to chase progress regularly
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140. The Board recommends that country offices ensure executing agencies provide
quarterly reports on progress of projects and that UNDP take prompt corrective action
when projects fall behind schedule.

141. TUNDP anticipated that 16 projects (62 per cent of sample) would take longer to
complete than the time estimated in the Project Document. In some instances, UNDP
extended the prOJect to compensate for later than expected starts or delays in project
implementation; in other instances the extension reflected an expansion in the objectives and
scope of the project. The Board recognises that UNDP might sometimes need to extend the
duration of a project in order to deal with local circumstances or difficulties in
implementation. The Board is concerned, however, that offices did not always have a
realistic timetable for projects.

142. The Board notes that the new Programming Manual provides for all newly approved
project budgets to be reviewed within two months of their initial approval date. In addition,
UNDP’s Financial Information Management system provides a shadow budgeting tool which
enables country offices to gauge the impact of delays in project approval and
implementation, and shift resources accordingly.

143. The Board recommends that UNDP use the Financial Information Management
shadow budgeting facility to lmplement a more realistic planning system and control
the timing of project delivery.

144. The Board found that all projects examined contained budget documents, broken
down into a series of subheads such as contracts, training, equipment, and contingencies.
However, country offices did not generally analyse these budgets by the projects’ objectives.
As a result, it was not possible to consider the expected costs of delivering a particular
objective or output. The Board considers that costing objectives would be a useful method of
improving project accountability and would help compare outputs with inputs, making
progress easier to quantify. The Board notes that the new Programming Manual, issued in
March 1999, advocates this approach.

145. The Board recommends that UNDP ensure that all Project Documents and
revisions contain information on:

e the overall project budget, broken down by sub-head and phased over the life of
the project; and

e the overall project budget broken down by objective, or sub-objective.

146. In two projects UNDP had set a budget based on a funding level for which it had not
fully identified a source at the start of the project. In one case UNDP proposed a budget of
$31.12 million, but had only committed resources of $9.89 million available. In the other
case, UNDP proposed expenditure of $3.09 million at the planning stage, but only had a
committed budget of $266,400. The Board considers that it is imprudent to plan projects on
the basis of anticipated rather than committed funding.
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147. The Board recommends that UNDP only prepare project plans on the basis of
committed funding.

148. In its examination of two projects funded by a major donor, the Board was concerned
by the accounting problems caused by differences between the normal practices of the donor
and UNDP in respect of the timing of payments and expenditures. UNDP's standard
practice is that it does not incur expenditure before receiving funding, while the donor’s
normal practice is to pay a proportion of the funding in arrears once the project has been
delivered. These approaches are mutually incompatible, but in accepting such funding,
UNDP in effect accepted the donor’s financial mechanisms. The Board notes that UNDP is
developing guidance on accounting for such funding and minimising the risks to UNDP of
non-payment.

149. The Board recommends that UNDP complete and issue the guidance on projects
funded by this donor to country offices as a matter of priority.

Management structures and lines of communication

150. The sample of 26 projects examined by the Board included 17 managed under
national execution arrangements, six managed by UNOPS, two managed under direct
execution and one managed by a Non Governmental Organisation. The management
arrangements varied according to local circumstances, particularly in the definition of local
responsibilities and accountabilities under national execution. At one end of the spectrum a
few countries had arrangements generally in line with UNDP central guidance, i.e.,
government departments or agencies did all the daily project management, and the country
office focussed on policy work and overall review. At the other end of the scale,
governments in some countries were only able to offer very limited support to national
execution, and the country office had to employ staff dlrectly funded by project funds to
carry out most project activities.

151. The Board noted examples of good practice in some areas of project management. In
particular, UNDP was able to act effectively as an intermediary between a number of
interested parties. In one project, to support demobilisation and national reconciliation,
UNDP developed a committee framework through which it held extensive negotiations and
consultations at every stage of the project with all relevant parties, including the government
and a range of implementing agencies, donors and interested parties. The Board welcomes
such examples of good practice.

Monitoring and evaluation

152. UNDP project management guidelines stipulate that monitoring of projects should be
undertaken by country office staff through annual field visits and that an annual policy level
review of progress should be undertaken by all parties involved— UNDP, the government,
and the institution implementing the project — in a Tri-partite Review. UNDP’s guidance
also requires all projects to include quantified performance indicators to facilitate the
measurement of progress. The Board found that country offices varied in the depth and
timeliness of their monitoring and evaluation of projects and that many projects did not have
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quantified performance indicators or targets which would allow country offices to conduct
effective monitoring. For example, there were:

e five instances where the country office did not carry out Tri-partite Reviews or
other evaluation exercises on time or at all; and

e four instances where the project had no, or limited, quantified performance
indicators.

153. The Board recommends that UNDP ensure that all projects contain quantified
and measurable performance indicators or targets, and that it measure the progress of
a project against these criteria. The Board also recommends that country offices carry
out regular monitoring and evaluation in line with UNDP’s own guidelines.

154. The Board also noted instances of good practice on monitoring and evaluation.
UNDP monitored a $3.75 million project funded by the Global Environment Facility, in a
highly effective manner. The country office received detailed bi-monthly reports from the
project manager, reporting on activities carried out under each objective. A Management
Committee with representatives from UNDP, the executing agency and project staff met
every five or six months to review progress and resolve problems. In line with GEF
requirements, the project staff completed an annual Project Implementation Review and
attempted to quantify the level of completion of each project objective. The Board welcomes
such a committed approach to project monitoring and evaluation.

Review of the Office of Audit and Performance Review

Introduction

155. The Office of Audit and Performance Review (OAPR) provides an internal audit
function for UNDP. Under the terms of Memoranda of Understanding with UNFPA and
UNOPS, OAPR also provides those organizations with internal audit services. OAPR’s
functions are to report to the Administrator and the Executive heads of UNFPA and UNOPS
as appropriate on:

e The regularity of the receipt, custody, expenditure, accounting and reporting of all
financial resources ; '

e The effectiveness of internal controls and accounting systems;
e The conformity of expenditures with the purposes for which funds were authorized;

e The compliance of all financial activities and transactions with established
regulations, rules, policies, procedures and administrative instructions; and

e The effective, efficient and economic use of resources and funds.
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Scope of review

156. The Board examined the operations of OAPR across UNDP, UNFPA and UNOPS in
its review of OAPR’s resources, organization and training. The Board focussed solely on
UNDP when examining the audit work undertaken by OAPR.

Resources

157. During 1998-1999 the total cost of OAPR was some $6 million, excluding the cost of
international staff. This amount included $2.3 million paid to contractors for audit work in
three regions, $1.1 million in travel costs, $1.2 million for consultants and short-term
assistance, $0.3 million for computer equipment and $0.2 million for the cost of national
officers. The Board estimated that the payroll cost of OAPR’s international staff amounted
to some $6.5 million during the biennium 1998-1999, bringing OAPR’s total biennial costs
to some $12.5 million.

brganization and staffing

158. For 1998-1999, OAPR had a strategy to conduct compliance audits of UNDP country
offices every two years and management audits of UNDP units and functions every seven to
eight years. To complete this programme of work, OAPR split the work between its own
staff and private sector audit firms.

159. As at November 1999, OAPR had contracted with four private sector firms to conduct
internal audits of country offices in the Africa, Asia and the Pacific, Arab States and the
Latin America and the Caribbean regions.

160. As at 31 December 1999, OAPR had 45 staff posts, 31 of which were based in New
York, and the remaining 14 in Regional Audit Service Centres (RASC), in Zimbabwe,
Malaysia and Panama. The RASCs were also responsible for the operational management of
the contracts with the audit firms.

161. OAPR operated under complement for most of the biennium 1998-1999. As at
December 1998, it had thirteen posts vacant. OAPR appointed staff during 1999, but still
had six vacancies at December 1999, mostly at the professional level. OAPR informed the
Board that it had taken action to recruit staff for these vacant posts during 2000.

162. Of the audit staff and section chiefs in post at 31 December 1999, 41 per cent had, or
were working towards, a relevant professional qualification. Eight staff held public
accountant qualifications, one was a Certified Information Systems Auditor and another two
were studying for Certified Internal Auditor certification. Two of these staff members were
also Certified Fraud Examiners. While the Board recognizes that accounting or audit
qualifications would not be required for all OAPR staff, the Board recommends that
OAPR assess qualification needs for each audit post and draw up a strategy to ensure
that these needs are met.
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163. The Board reviewed the level of training received by OAPR staff in 1998. Although
staff attended 57 training courses in total, 18 staff did not attend any audit related training
and 15 staff had no training at all during the year. For 1999, staff attended only 67 out of 103
training courses planned for the year. '

164. The Board also noted that OAPR had a budget of $37,500 for external training in
1998, but only spent $15,110. The 1999 budget included $48,000 for external training, of
which OAPR spent only $22,247. Accordingly, OAPR’s expenditure on training during
1998-1999 represented less than 0.3 per cent of OAPR’s total costs.

165. The Board is concerned at the low level of OAPR’s expenditure on training and at the
shortfall in the level of training completed by OAPR staff. If OAPR staff do not complete a
sufficient level of training there is a risk that they will not keep their professional skills up-to-
date and will not be able to adequately address the needs of the organization. The Board
noted, however, that OAPR had developed a Learning, Training and Development
Framework from which it developed staff training plans.

166. The Board recommends that OAPR ensure that each member of staff receives
sufficient training to ensure that the organization retains its technical competency.

Audit coverage

167. OAPR produced the following numbers of audit reports during the biennium 1998-
1999.

Report Type 1998 1999 In progress at Total
31.12.99

Internal Audit 94 76 7 177
Control  Self 12 33 0 45
Assessments

NEX Missions 6 10 8 24
UNFPA 47 28 14 89
UNOPS 28 31 9 68
Special Audits 14 23 33 70
Total 201 201 71 473

168. The majority of the reports focussed on the performance of country offices and -
nationally executed expenditure. Of the 271 audits which OAPR had either completed or
were still progressing on UNDP, only 11 related to UNDP headquarters, of which two were
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special audits. OAPR did not perform any audits during 1999 that evaluated and reported on
the reliability of the accounting and other data developed by UNDP for the production of
financial statements.

169. Included in OAPR’s Internal Audit reports were a total of 2,415 recommendations to
UNDP in 1999, compared with a total of 2,122 in 1998 and 1,255 in 1997. The proportion of

recommendations agreed by the organization also increased from 75 per cent in 1997 to 90
per cent for the biennium 1998-1999.

170. In 1999, UNDP introduced its new Integrated Management Information System
(IMIS). It experienced considerable problems with the implementation of the system and
consequently had difficulties in exercising the normal level of management controls during
the period. OAPR provided a staff resource for five months to help implement the system
but did not conduct a review of the system or the significant number of changes in
accounting procedure during this period. The Board considers that OAPR should have
conducted further work on this area during the biennium 1998-1999.

171. The Board recommends that OAPR conduct a detailed analysis of the risks to
management information and financial controls asseciated with the IMIS
implementation and perform appropriate reviews of the system and its interfaces.

172.  For the biennium 1998-1999, OAPR planned to visit each country office once every
two years. During the biennium, it completed audits of all 87 country offices in the African,
Arab States and Asia and the Pacific regions. In the Latin America and the Caribbean region,
where OAPR established a regional audit service centre during 1999, it audited 13 of the 24
country offices during the biennium.

173. However, OAPR only audited three of the 29 country offices in the Europe and
Commonwealth of Independent States region during the biennium. OAPR originally planned
to open a fourth Regional Audit Service Centre and introduce contracted audits to the region
in 2000, but as a result of UNDP’s revised budget strategy it postponed the opening of the
Centre. Instead, the Internal Audit Section will hire auditors on three year contracts to
conduct a management audit of each country office once in every four years, on average.

174. The Board recommends that OAPR should ensure a greater coverage of the
Europe and Commonwealth of Independent States region during the biennium 2000-
2001, especially given the growth in number of these country offices in recent years.

175. The Board has also recommended in its review of UNDP’s Green Office Policy,
included in the present report, that internal audit or evaluation procedures should cover all
activities that can potentially affect the environment.

Control Self Assessment

176. In 1996, the Executive Board of UNDP adopted a new Accountability Framework
and assigned OAPR the responsibility for its implementation and oversight. OAPR began the
process of implementing and monitoring the framework by using Control Self Assessment
(CSA), whereby teams of co-workers attend a joint workshop to analyze their ability to
achieve key objectives. At the conclusion of the workshop, the facilitators produce a report
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and the team prepares an action plan. UNDP introduced CSA in October 1998, and between
then and December 1999, held 46 workshops.

177. CSA is a diagnostic tool, designed to identify problems and risks. It is however the
responsibility of management to take the information gathered in the workshop and use it to
make improvements. For this process to be effective, management should put in place
regular and thorough follow-ups. At present this is solely the responsibility of local
management and there is no facility for OAPR to conduct formal, independent reviews of
any follow-up action. The Board recommends that OAPR conduct formal, independent
reviews to determine how effectively management are implementing the Control Self
Assessment action plans.

178. While the CSA process is not primarily designed as a compliance audit, it
nevertheless identifies areas where the organization faces risks. As such, it is a useful tool,
which should provide OAPR with information to inform its own risk assessments and to
identify areas of concern that have a wider application across the organization. The Board
recommends that OAPR follow up on the Control Self Assessment workshop reports
and, where applicable, use this information to inform its risk assessments and audit
planning.

Audit planning

Long-term planning

179. Each OAPR audit section developed a long-term audit plan, whlch detailed the
auditable entities for which they had audit responsibility. However, these plans neither
analysed the systems and sub-systems in operation within these auditable entities nor the
risks or relative importance of each of them. For example, the Internal Audit Section was
responsible for headquarters’ units, including’ the regional bureaux and the Bureau for
Financial and Administrative Services. However, its audit plan of 23 November 1999 did not
include details of the management or financial systems, or an assessment of each of the

bureaux.

180. The Board also noted that by focussing on each section’s own responsibilities, OAPR
did not identify common systems used across the organization, which might benefit from a
single review.

181. The Board recommends that OAPR revise its long-term plan to take account of
risk to individual systems.

Annual audit plans

182. OAPR also produced an annual audit plan, which it circulated widely throughout the
organization. The plan provided details of OAPR’s staffing and budget, as well as the
detailed work-plans for individual sections, giving indications of the resources committed to
each audit assignment.
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Individual audit plans

183. The Board reviewed OAPR’s planning for individual audits and noted that it did not
prepare detailed audit programmes for each functional and systems management audit,
although it had developed a set of standard programmes for use when auditing country
offices. This included a standard pro-forma audit report and standard ratings for the audit
opinion.

184. The Board recommends that OAPR prepare audit programmes for all the
functional and systems management audits it intends to perform, which OAPR
management should review prior to the commencement of the audits to ensure that the
proposed coverage is complete and meets the defined audit objectives.

185. OAPR plans and monitors projects and audits on the basis of the number of workdays
allocated to a task. However, it has yet to develop systems to allow it to determine and report
the full cost of any of its outputs.

186. Given the increasing focus by UNDP on outputs and demonstrating the cost-
effectiveness of its deliveries, the Board recommends that OAPR develop a system to
properly identify the full costs of each output.

Audit guidance

Permanent files

187. OAPR does not maintain standing data on the organization's systems of control. It
considers that, in the constantly changing environment within which UNDP currently
operates, there is a risk that such standing information would become obsolete within a short
timeframe.

188. Nevertheless, the Board considers that it is important for OAPR to maintain up-to-
date information on the key systems and main internal controls that UNDP operates. Such
information not only provides readily accessible background information, but should be used
by OAPR to inform and guide audit planning.

189. Accordingly, the Board recommends that, as a first step in each audit, and to
help inform audit planning, OAPR document the key systems and controls and hold the
information on permanent files to facilitate subsequent audits.

Audit procedures

190. The Director of OAPR issued a series of ad-hoc guidelines on audit procedures,
which were mandatory for OAPR staff to use. Eight of the 10 extant guidelines referred to
administration, staffing issues and the production, format and issuance of audit reports. Only
two guidelines directly related to audit issues (guidelines 2 and 6 - audit working papers and
standards of evidence). OAPR also prepared a standard audit programme for country office
management audits, known as the country office management audit guideline (COMAG).
OAPR had not issued specific guidelines on several key aspects of the audit process, such as
audit planning and risk analysis. Furthermore, OAPR did not have an overarching audit
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manual that sets out internal audit standards as recommended by the Institute of Internal
Auditors.

191. The Board recommends that OAPR develop an internal audit manual that
provides a framework for its future operations. It should support the internal audit
manual with a series of comprehensive audit guidance notes to provide detailed advice
for the effective performance of the audits. '

Audit quality

192. The Director of OAPR arranged for independent consultants to conduct a full review
of the quality of all OAPR activities during 1998. The consultants reviewed and assessed:

o the adequacy of OAPR’s professional standards, practices and operational
guidelines;

i e the extent to which OAPR’s operational units complied with UNDP and OAPR’s
operational and professional policies, standards and guidelines; and

e a sample of working paper files for each operational unit, in order to validate
compliance with OAPR’s professional and operational standards and guidelines.

193. The consultants noted weaknesses in the review procedures used by two Regional
Audit Service Centres and a headquarters audit section. Although OAPR informed the
consultants that all audits were reviewed, this was sometimes done informally and was not
always documented on the working papers. The review noted that OAPR included
procedures for full and complete reviews in the contracts for the audits conducted by
contractors.

194. The Board considers that it is important for OAPR to have a comprehensive system of
quality review in place, to ensure that it meets professional standards. The Board is
concerned that OAPR management did not always review, or evidence a review, on audit
working papers prepared by their own staff. The Board recommends that OAPR
introduce a standard approach for conducting and evidencing the management review
of working papers.

Contracted-out audits

195. OAPR contracted out its audits of country offices in the Africa, Asia and the Pacific,
Arab States and Latin America and the Caribbean regions to four private audit firms. It
required the audit contractors to conduct thorough reviews of their own working papers and
to co-ordinate and control the quality of their services.

196. The Board reviewed contractors’ working papers for the audits of UNDP offices in
Panama, Jamaica, Venezuela, Ecuador and Bolivia. :

197. The Board noted that all the working papers contained some evidence that the
contractors had performed some management review, but the individual working papers did
not contain any formal review papers or questions on the audit process.
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198. In its detailed review of the working papers for the audits of the Jamaica and the
Ecuador country offices, the Board noted instances of poor quality audit work from the
contractors. In the audit of the Jamaica Office, this included contradictory audit results and a
lack of working papers supporting the audit findings. In the audit of the Ecuador Office, the
Board also noted the lack of a trail between the audit programme and the working papers.

199. The Board was pleased to note the swift and positive action taken by OAPR
following these findings, including meeting with the firm’s review partners, deferring
payments and performing a review of working papers. The Board also noted that OAPR had
reduced its reliance on contracted audits in the Africa region, due to the poor quality of the
contractor’s performance. Accordingly, the Board recommends that OAPR review on a
test basis the working papers of all its contractors to ensure that they obtain sufficient,
relevant and reliable audit evidence to support their conclusions.

Follow-up of audit recommendations

200. OAPR requires auditees to provide six-monthly updates on the status of any
outstanding recommendations. Each audit section reviews the responses and maintains
details of them on a central database. OAPR has amended this database to allow country
offices direct access to update the status of their audit recommendations. The Board
considers that the system will provide OAPR with valuable management information on the
action taken as a result of the audit work performed.

Audit Committees

201. In 1997 UNDP set up a Management Review and Oversight Committee (MROC) to
act as its audit committee. The Committee comprised of four senior UNDP officials and the
United Nations Under-Secretary-General for Internal Oversight Services. The purpose of
MROC was to facilitate the process that provides the Administrator, and through him the
Executive Board, with assurance that UNDP’s accountability framework is operating
effectively. Its main functions were to review and comment on: the plans for the internal
audit of UNDP activities; the summary results of audits and reviews; and to monitor the
implementation of corrective action resulting from audits and reviews.

202. The MROC did not meet during 1999, partly due to the ongoing structural re-
organizations within UNDP. The position was further complicated as UNDP did not appoint
replacements ffor the three members who resigned or retired during 1999.

203. The Board considers it important for UNDP to establish a process of scrutiny and
review, which will provide the Administrator with assurance that there is an effective
accountability framework in place. The Board recommends that UNDP re-establish the
MROC, by reappointing individuals to the vacant seats on the Committee.

Cases of fraud and presumptive fraud

204. During the biennium 1998-1999, UNDP identified twenty-two cases of fraud or
presumptive fraud. UNDP was unable to quantify monetary loss for two of the alleged
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frauds, but identified a total loss of $408,000 on the other twenty cases. As at 31 December
1999, it had only recovered $3,000. Two of the twenty cases, which cost a total of $280,000,
related to payments that UNDP made on the basis of falsified documents. Eight of the
remaining cases, with a total loss of $8,700 related to falsified staff medical claims.
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Annex A

Follow-up on action taken by the United Nations Development Programme to

implement the recommendations of the Board of Auditors in its report for the biennium
ended 31 December 1997 a/

Recommendation — paragraph 20

1. UNDP should retain for at least two bienniums all audit reports received on national
execution expenditure to enable the Board of Auditors to complete its audit of those reports
that had not been received in the previous biennium.

Measures taken by the Admlmstratlon

2. The Office for Audit and Performance Review has implemented this
recommendation.

Comments of the Board
3. The Board welcomes this development.
Recommendation — paragraph 36

4, UNDP should establish clear separation of duties between requisitioning, receipt of
goods and maintenance of inventory records.

Measures taken by the Administration

5. The revised policy on expenditure control with clear separation of duties was
included in the comprehensive revision of the UNDP Financial Regulations and Rules, which
came into effect from 1 April 2000.

Comments of the Board

6. The Board welcomes the 1ntroduct10n of a revised pohcy on expendlture control, the
Board will monitor how the policy is applied.

a/ Official Records of the General Assembly, Fifty-third Session, Supplement No. 5A (A/53/5Add.1),
para. 10)
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Recommendation — paragraph 38

7. The UNDP financial regulations should be amended to require exchange losses
arising other than from voluntary contributions to be charged as expenditures, as suggested
by United Nations accounting standards, paragraph 29, and in line with practice adopted by
the United Nations Headquarters.

Measures taken by the Administration

8. Financial rule 126.06 has been amended in document DP/2000/4.

Comments of the Board

9. The Board welcomes this development.

-Recommendation — paragraph 45

10.  UNDP should monitor returns on investments against prevailing market rates.

Measures taken by the Administration

11.  The benchmark was approved by the Investment Committee in October 1998.
BOM/Treasury is responsible for this recommendation.

Comments of the Board

12.  The Board welcomes the development of a benchmark for monitoring investment
returns.

Recommendation — paragraph 52

13. UNDP should define a “reasonable period of foreseen cash requirements” for its
advances to agencies and regularly review the balance held.

Measures taken by the Administration

14.  UNDP met with the Board of Auditors on 4 March 1999 to clarify its position and to
confirm UNDP’s interpretation of “reasonable period of foreseen cash requirements”.

Comments of the Board
15. The Board is pleased to note the action taken.

Recommendation — paragraph 53

16.  UNDP should examine the scope for reducing the extent to which agencies are
funded in advance, and where possible move to a system of reimbursing actual expenditure,
thereby reducing cash flow risks and improving financial control.
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Measures taken by the Administration

17. A meeting was held with the Board of Auditors on 4 March 1999 to clarify the
position. UNDP does not consider it feasible for agencies to act as an executing agency
without advance funding.
Comments of the Board

18.  The Board notes the comments of the Administration and will keep the matter under
review.

Recommendation — paragraph 67

19.  UNDP should maintain information on occupancy levels of its headquarters buildings
in order to help control and monitor costs.

"Measures taken by the Administration

20. Lease and other data for UNDP country offices and for headquarters space occupied
by UNDP have started to be captured in the Aperture database. The UNDP Sub-Group on
Common Premises and Services and BOM/ASD are responsible for this recommendation.

Comments of the Board

21.  The Board is pleased to note that UNDP has started to collect data on the space that it
occupies. ' D T '

Recommendation — paragraph 68

22. UNDP should develop and adopt key performance indicators to assess the
effectiveness and efficiency of field offices and headquarters in managing their real estate.
These indicators should include unit cost measures relating directly to the objectives
specified in an estate management strategy.

Measures taken by the Administration

23.  Lease and other data for UNDP country offices and for headquarters space occupied
by UNDP have started to be captured in the Aperture database. The UNDP Sub-Group on
Common Premises and Services and BOM/ASD are responsible for this recommendation.

Comments of the Board

24.  The Board will monitor developments in its future audits.
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Recommendation — paragraph 71

25. UNDP should finalize and iésue the guidelines on common premises and services
without delay.

Measures taken by the Administration

26.  The draft guidelines were approved-by CCPOQ and distributed to all Resident
Coordinators and UNDP resident representatives. A survey on common services has been
received from 136 country offices. The data has been analysed and a draft report issued. On
this basis, best practices will be developed. A workshop was held early in 2000.

Comments of the Board

27.  The Board welcomes the development of draft guidelines and looks forward to the
‘use of best practices throughout UNDP

Recommendation — paragraph 81

28.  UNDP should strengthen its efforts to implement its current policy with regard to
seeking rent-free office accommodation.

Measures taken by the Administraﬁon

29. In the context of government contributions towards local office costs, offices
continued to be requested and encouraged by headquarters to work with Governments in
obtaining rent-free office space. Recent trends show that there is an increase in government-
provided rent-free office space to UNDP from $5.9 million in 1997 to $7.0 million in 1998.
In addition, UNDP in the context of the UNDG is working with other United Nations
organizations on the subject. The strengthening of this policy is articulated in the UNDP
report on United Nations Houses submitted to the UNDG executive boards in the spring of
1999.

Comments of the Board

30.  The Board notes these developments, including the report on United Nations houses,
and looks forward to an increasing level of rent-free office accommodation.

Recommendation — paragraph 84

31. UNDP should prepare a forward plan for maintenance and alterations work to the
premises it occupies.
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Measures taken by the Administration

32. A maintenance plan has been formulated for headquarters premises. It is expected
that the plan will be implemented early in 2000. Analysis of country office premises is
ongoing in the context of United Nations House implementation. BOM/ASD are responsible
for this recommendation.

Comments of the Board

33. The Board welcomes the development of a maintenance plan for headquarters

premises and encourages UNDP country offices to develop similar plans for their own
offices.

Recommendation — paragraph 86

-34.  UNDP should collect and analyse energy costs consumption data for its premises, in
order to facilitate comparisons and to identify wastage and excessive costs.

Measures taken by the Administration

35.  Several discussions have taken place, both within UNDP and within the context of the
Sub-Group. The maintenance plan developed for headquarters focused on the need to
conserve energy and reduce costs. The Green Office Initiative, jointly chaired by BOM and
SEED, is developing guidelines on energy conservation measures. An energy retrofit
(lighting and HVAC) plan has been developed and is in the process of being finalized.
Implementation is expected to be completed by early-2000. BOM/ASD and SEED are
responsible for this recommendation. '

Comments of the Board
36.  The Board comments further on this issue in the present report.
Recommendation — paragraph 89

37. UNDP should establish organization-wide standards for space occupancy, with
standards flexed to take account of job function within grade.

Measures taken by the Administration

38.  Data on space occupancy at headquarters through Aperture has been completed.
Work is ongoing to review. space standards at headquarters. The application of Joint
Inspection Unit standards is being encouraged for any new space being occupled by UNDP
offices. BOM/ASD is responsible for this recommendation.

Comments of the Board

39. The Board welcomes its de\}elopment and looks forward to the use of Joint Inspection
Unit standards for all new office space.
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Recommendation — paragraph 99

40. UNDP should standardize its procedures for investment appraisal of information
technology projects to take full account of financial and non-financial benefits, as well as
operational requirements.

Measures taken by the Administration

41.  BOM/CIO is in the process of implementing this recommendation.

Comments of the Board

42. The Board will review the standardized procedures when they are issued.

Recommendation — paragraph 100

"43. UNDP should ensure that project status reports include summaries of project

expenditure against lifetime and biennial budgets.
Measures taken by the Administration

44, Summaries will be prepared for biennial budget reporting and for project files upon
project completion. BOM/CIQ. is responsible for this recommendation.

Comments of the Board

45, The Board welcomes the development

Recommendation — paragraph 103

46. UNDP should encourzige country offices to begin operating the FIM budget module at
the earliest opportunity.

Measures taken by the Administration

47. FIM has been fully implemented in all country offices.

Comments of the Board
48.  The Board welcomes these developments.

Recommendation ~ paragraph 117

49.  UNDP should ensure that future contracts provide for payments to be linked to the
achievement of specific targets and goals.
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Measures taken by the Administration

50.  All new contracts are prepared in accordance with this recommendation and the ACP
scrutinizes each contract prior to clearance. ~BOM/PCU is responsible for this
recommendation.

Comments of the Board

51.  The Board welcomes the linking of payments to the achievement of specific targets in
contracts. -

Recommendation — paragraph 124

52.  UNDP should ensure that all systems are tested for year 2000 compliance, with
sufficient lead time to correct any deficiencies.

Measures taken by the Administration

53. BOM/ISD implemented this recommendation.

Comments of the Board

54.  The Board notes that UNDP faced little disruption from Y2K problem
Recommendation — paragraph 135

55. UNDP should establish clear arrangements for funding the full costs of the change
management initiative.

Measures taken by the Administration

56. In relation to the forthcoming UNDP business plan proposed by the Administrator in
January 2000, and in continuation of the remaining UNDP 2001 initiatives to be integrated
with that plan, funding sources/arrangements will be clearly identified. BPRM is responsible
for this recommendation. ' ’

Comments of the Board

57.  The Board comments further to this issue in the present report.

Recommendation — paragraph 140

58. UNDP should assess the financial and non-financial benefits expected to flow from
its change programme and use this assessment to carry out a full investment appraisal of the
change initiative.
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Measures taken by the Administration

59.  The assessment report on UNDP 2001 has addressed the issues of benefits from the
change programme. The recommendations made will be considered in the context of the
new business plan and the investmient to be made therein. BOM/OP is responsible for this
recommendation.

Comments of the Board
60.  The Board comments further on this issue in the present report.

Recommendation — paragraph 150

61.  UNDP should develop appropriate performance indicators and measures to assess
specific change implementation activities, relating these directly to the main objectives of the
.change process.

Measures taken by the Administration

62. The development and use of appropriate performance indicators have been
recognized as important elements for measuring and assessing progress in change activities.
The Administrator has attached the highest importance to this. Work is currently under way
on institutionalizing measurements in the business plan, strategic results frameworks and
scorecard system. BOM/OP is responsible for this recommendation.

Comments of the Board

63. The Board comments further on this issue in the present report.
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COSTING OF UNDP 2001
UNDP funded activities

Budget Budget
May 1997 'September 1997
FIQ staft redeployed fo field ' 0 @)
Training manuals developed 0 30
SURFs to be established 0 5800
Compulsary rotation of staff 0 &)
Strengthen RC function 0 [©)
Focus on poorest countries 0 ()]
Expanded audit of programme 0 0)
Career transition scheme 0 4000
Information management * V)
0 9830

Resources to be mobilized
SURFs to be established 2500 0
Countries in special circumstances 0 600
Controls ex-ante to ex-post 150 150
Round tables 0 1000
Leadership skills 4000 4000
Core competencies 0 100

6650 5850
Costs to be met fromTrust Fund 2485 2450
TOTAL OF COSTED ACTIVITIES 9135 18130
* Denotes not mentioned
+ Denotes cost expected but value
unknown
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Annex C
Costs to be met from Trust Fund
Activity Budget Budget
May 1997 September 1997

Executive committee expanded * 25
Job descriptions for OSG 25 25
CO quicker access to HQ funds 20 20
National officer role enhanced 20 20
Countries in special circumstances 400 400
Streamlined manuals 400 400
RM targets refined 60 60
Core competencies aligned * 60
SURFs and Global Hub 720 720
Better meetings 100 100
Efficiency Ombudsman 10 10
BFAS preliminaries 20 20
CO resource guide 230 170
Controls ex-ante to ex-post 250 250
Global staff survey 100 (3]
Unified nomenclature for all jobs 20 0
Chief information officer 20 *
BPRM established 30 0
Strengthened OUNS 30 *
Ethics culture established 0 60
HR management enhanced * 60
Performance pay * 20
New functions for policy bureau 30 30

2485 2450
* Denotes not mentioned
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Chapter 111 A/55/5/Adal
Audit Opinion

We have audited the accompanying financial statements, comprising statements I to IV, schedules 1 to 8,
and the supporting notes of the United Nations Development Programme for the biennium ended
31 December 1999. The financial statements are the responsibility of the Administrator. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Common Auditing Standards of the Panel of External
Auditors of the United Nations, the specialized agencies and the International Atomic Energy Agency. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, and as considered by
the auditor to be necessary in the circumstances, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the Administrator, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for the audit opinion.

Except for;

the effect of any adjustments that may be necessary upon receipt of outstanding audited expenditure
statements relating to nationally and United Nations executed projects, and

any adjustments that might have been found to be necessary had we been able to obtain sufficient
evidence concerning the cash balance,

in our opinion, these financial statements present fairly, in all respects, the financial position as at 31
December 1999 and the results of operations and cash flows for the period then ended in accordance with the
Programme’s stated accounting policies set out in Note 2 of the financial statements, which were applied on a
basis consistent with that of the preceding financial period.

Further, in our opinion, the transactions of the Programme which we have tested as part of our audit, have
in all significant respects been in accordance with the Financial Regulations and Legislative Authority.

In accordance with article XII of the Financial Regulations, we have also issued a long-form Report on
our audit of the Programme’s financial statements.

Sir John BOURN

Comptroller and Auditor General

of the United Kingdom of Great Britain
and Northern Ireland

Osei Tutu PREMPEH*
Auditor-General of Ghana

Celso D. GANGAN
Chairman, Philippine Corpmission on Audit
28 July 2000 -

*The term of office of the Auditor-General of Ghana expired on 30 June 2000 prior to the signing of
this report. The Auditor-General, however, has expressed agreement with the contents of the report.
In addition, the relevant audit programme had been approved by the Board and all special
instructions given by the Board were carried out.
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Chapter IV
Financial statements for the biennium ended

31 December 1999
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. o A/és)siAdd.x
Schedules to the accounts ”

UNITED NATIONS DEVELOPMENT PROGRAMME
BIENNIUM 19398 - 1938

Schedule 1 )
Regular Rescurces: Other income and expenditure for the biennium ended 31 December 1993

{Thousands of United States dollars)

1938-1999 1996-1997
OTHER INCOME
Miscellaneous inéome from accounts of executing -1,214 -
agencies (net) -
Discounts from preferred carriers 593 437
Miscellaneous income 2,201 1,740
Donations 1 38
Net adjustments on revaluation of currencies and 4,917 -
gains on exchange
Addiéional programme support cost 5 -
reimbursements/recovery
Rental income 43 -
TOTAL OTHER INCOME 8,874 2,215

Statement I.1

OTHER EXPENDITURE

Net adjustments on revaluation of currencies and 3,135 28,812
losses on exchange

Additional programme support cost reimbursement / - 104
recovery

Exchange adjustments from accounts of executing 4,00¢C 3,174
agents -

Bank charges -- - 293 128
Expert hiatus financing, extended sick leave costs 14¢ 220

and compensatory paymen:s
Premium on currency options - 66

Miscellaneous charges from accounts of executing - 443
agents - net

Miscellaneous expenditure 1. -
Subtotal other expenditure 7,579 32,947

Write off and provision for asset write - down note 11 2,422 14,431
TOTAL OTHER EXPENDITURE 10,000 . . 47,378 )

Statement X.1

The accompanying notes are an integral part of the financial statements 95
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UHITED MATIONS DEVELOPMENT PROGRAIHE
BIZTMMIDN 1938 - 1399

Schedule 21 ture My ageats sad by Souzces of fusde
(Thousands of Uuited States dellars)

Expetidicure charged to Regular Resocurces Activities

Target {or Resource Assignwant

Lrom Care (TRAS) N R
Country and Countries in Global, Evalaution TCDC: Special IPF . A0S saving Special

Special 1PF/Global

Regional Line: Special Interregional {Uine 3.4) Rasources for Add-on-Funds: funds - 1o Programme Measures Fund

TRAC (Lines Situations: and Special TCDC Ier (Add-on sub-line Resources for the Leasc Projacts

1.1,1/1.1,2/1. TRAC (Line Activities activicies funds) Developed

2) 2.3.3) (Line 1.3) (Line 1.3) Countries
Agentm
DWITED MATIONS 12,130 (1]} 52 - . 1,006 - - 545 - .
o%IDO 11,418 - - ~ - - - - 13 - -
A0 31,552 £ 28 2,086 - . - - —— 20 - -
UNESCO 14,262 - € - - - - - - - -
10 19,597 - - - - - - T8 110 .
ECA 473 ' . - - = ~ I — = - - (L} - - -
e - 13 - - - - - B - .- . i
TCTAC 4 - - - - - - -- - - - v
RSCAY T2 - - - B - - s - = - - -
2ICWA 1,137 - (] - .- .= = - - == LH - -
OHCTAD 438 - 1,02¢ - 116 - - 2 - -
UNCES 22,059 - 7,431 - - - - - - - [£3] - -
10 47,233 - - - - - . - - -
o 15,410 - 4,558 - . o= - - - - . - 308 - .
INRD 1,395 - 1,037 - - - - L] nr . -
1re ces - - . - = - - = - < - - .-
ory 50 . . . .. - . - . o .
I8 3,167 - - . 10 - . . e ™ .
o 3,244 - - . .- - - - - - =— - - -
M0 157 - - - a2 a. - - -— - o= - - - - -
Hiro FE2 . - - R = - - - e - . e -
IAZA 1,818 - - - - - - = -- - . -
ire 3,502 - . - . . e e - . .
wro 1,027 B - . . - - - - - -
APESD 656 - - .- oo = - - - _ - - -
AfDs 12 . . . . . - . . -
AsDS 10 . - - - - R - —- - - - . - . -
ey 4147 - 238 - - 7 . - .
gl 11,451 573 - . - - - - .= oo - 108 . .
UHITAR . . - - . B T -~ = . PR .
pTvyeY c22 . . . . - - . - - . .
10M 1,293 373 - ~ R e S —_- - e -
wez 2.597,95% 17,004 1 . . 306 1,c28 17,530 10,832 <45 -
RO 274,395 $7.356 s1.117 1,100 10,921 535 2,892 17,233 7 - A
MDP Diract 13,476 3.324 1,757 .- - - B = s &cs - -
NGO 4,814 333 - . . B . a4 . . .
nor (ADS) ¢/ 7.7¢0 - 73 . - - ~ B - - -
Total inclusive of
m 2113 %55l 32213 $3. 374 s 12,412 3570 i1 10,280 761 3
Charged to Other source -
of tunds 902,931 75,130 51,909 3,188 €, 003 3,274 13,163 25,322 762 -
Cost-sharing

2,215,656 17,493 17,463 . 6,336 296 7,395 4,963 - -
Total inclusive of
Cosc-aharing 3,118,507 a0 €9,374 3,168 12,413 3,570 20,564 30,29 761 -

The accompanying notes are an integral part of the financial statements

a’ mee sTacerent 1.1

L/ see atacement 1 2

¥4 frhas :d for the comrents of Che 7 7 million differsiace’
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Biennium ended 11 December 1999

Amount charged

IPr/interregio IPP/Regional 1Pr/Country Sub-total Government Total - Amounts
nal Projects Projects Cash Biennium to Cost charged to

Counterpart sharing other

Contributions sources of Other sources

{acee)_-_4100 funds GCCC. of funds
- - - 13,652 2,898 16,550 3,911 12,639 2,922 54,404
- - - 11.428 $2 11,430 L 2,935 8,545 230 26,701
- - - 33,749 - 33,749 4,464 29,285 231 $5,301
. - - 14,268 174 14,442 3,795 10,647 - 14,324
- - - 20,491 - 20,491 4,892 15,599 - 35,831
- - - 475 - 475 - 475 - 1,215
- - . - "% - [ - [ - 881
- - - 46 - 45 - 46 - 465
- - - - an - 284 160 124 - 4,144
- - - - 1,188 - 1,184 718 466 - 301
- - - 5,826 - 5,626 955 4,871 - 7.482
- - - 29,438 7 29,555 11,470 18,085 {233) 32,122
- - - 47,434 - 47,444 46,556 858 1,369 76,955
- - - 20,27¢ - 20,276 2,118 18,160 - 23,384
- - - 2,262 - 2,262 182 1.420 - 20,c07
- - - 1 - 13 129 535 - 1.601

T - - s¢ - s¢ 10 LH - 727

- - - 3,323 - 3,328 2,724 604 a5 5,757
- - - 3,244 - 3,244 2,094 1,150 - 2,233
- - - - - 137 - 197 - 197 - 53 .
- - - -321 - 321 81 238 - 1,654
- - - 1.813 - 1,818 1,100 718 - 2,237
- - - 3,562 - 3,502 2,190 1,312 - 5,572
- - - 1,027 - - 1,027 162 865 - 2,825
- - - 658 - €56 2397 359 - 1,2ce
- - - - - 132 - 192 - 182 - 161
- - - 142 - 140 - 140 - 233
- - - - - 4,332 - 4,392 1,227 3,165 - 7,363
- - - - 12,335 - 12.339 2,253 10,085 - 13,315
- - - - - - - - - ]
- - - - §22 - . s22 324 258 - 518
- - - . 1,956 - 1,856 . 214
- - - - 3,892 2,652,823 2,073,532 £79,231 6,413 3,935,005
- - - 199 418,939 73,956 338,999 1,646 362,506
- - - - - B 31,713 15,7834 15,929 - 13,953
- - - $.15 - R 5,157 2,452 2,705 - 3
- - - 8,135 - 8,138 2,632 5,439 - -
- - = Dl o2n 2,23 Ludidndsd 24.263.,892 1,035,349 12,524 2,768,483
- - - 1,077,767 7,381 1,085,148 - - - 1,131,351
- . - 2,289,435 - 2,269,908 - - - 1,527,€30
- - - 3,347,572 - 7,381 3,354,953 - - - 2,783,441

97
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UNITED RATIONS DEVELOPKENT PROGRANKE
BIZNHIUM 1998 - 19%)

Schedule 2.1

Agents support costs aad Technical support services by Isplementing agents and Sources of fund

{Thousands of United States dollars)

Biennium ended 31 December 1399

Countries Global, Evaluation TCDC Support for pport for TRAC {(Lines

in Special Interegiona Line 1.4 Line 1.5 Technical for Policy and 1.1.1,

8Situations 1 and Services - implementat Programme 1.1.2, &

(TRAC Special STS (Line ion (Line Development 1.2)

2.1.3) Activities 2.3) 1.6) - 892D |
Agents
UNITED MATIONS - 10 - 101 2,404 ? 7,208 3,183
UNIDO - - - - 1,418 - 2,296 1,912
rAC 13 b3 - - 3,650 - 4,519 4,239
UMESCO - - - - 1,584 - 2,776 1,439
I . - - - - 1,776 - 4,285 2,626
BCA - - - - 86 - a00 46
BCLAC 1 - - - 304 - 1,008 28
XSCArF - - - - 17 - 342 28
ESCHA - - - - - - - 148
RCE - - - - - - 131 -
UNRCTAD - a1 - 19 161 - 843 724
UNCHS - 176 - - 1,439 - 1,547 2,663
Icao - - - - 83 2 128 3,980
WHO - 267 - - 38 - is7 1,532
IBRD - 71 - - - 1 - 235
irc - - - - -~ - - (1,248)
uru - - - - 15 - 14 18
Ty - - - - - - 23 11,268
HHO - - - - 95 - 218 624
IHO - - - - - - 102 as
wIPO - - - - - - - 69
IAZA - - - - 22 - - 347
1re - - - . - 90 - 245 720
Wro - - - - 125 - 557 243
AfDB - - - - - - - 18
ASDB - - - - - - - 20
e 4 - 17 - - - - - 560
Arzsp - - - - - - - $6
UMITAR - - - . 23 - 30 -
XOH 58 - - - - - a 159
uNoOPS 5,438 2,556 265 1,049 - - - 28,173
uNDP - 2 - - - - - -
Total

5,510 3,792 265 1,169 13,330 1c 26,828 63,904
Portion charged
to Cost-sharing 1,494 1,263 . 597 {69) 20 72 24,610
Net
4,016 2,529 265 572 13,398 {10} 26,756 39,094
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Global & IPF Add - Other Total Government Total
Interregion on resources Regular Cash Blennium
al IPF {SPR, LDCs Resources Counterpart Total 1996-1937
& SIS, AOS Contributions Regular Resources GCee
{5) - 579 13,483 48 13,528 18, 744 103
- - 438 6,064 - 6,064 10,775 8
3 - 11 12,4136 - 12,436 16,197 9
- - is 5,867 17 75,!84 5,913 -
- - 62 8,749 - 8,749 11,648 -
- - - 332 - a3 168 -
- - . 3 1,342 - 1,342 218 -
- - - 387 - 387 489 -
- - 6 154 - 154 30 -
- - - 131 - 131 117 -
- - 158 1,996 - 1,996 1,443 -
(9) - 415 6,831 - . 6,831 5,271 (10}
- (44) 47 4,193 - 4,193 7,279 48
- - 33 2,228 - 2,228 2,737 -
32 - - 339 - - 338 3,502 -
- - - (1,248) - (1,248} 215 . -
- - - 47 - 47 133 -
- - {4,113} 7.177 - 7,177 3,512 1
- - - 934 - 934 784 -
- - - 140 - 140 24 -
- - - [} - 69 273 -
- - - 369 - 369 528 -
- - 29 1,084 - 1,084 1,827 -
- - 12 937 - 937 787 -
- - - ~18 - 18 15 -
- 16 8 43 - a3 122 -
ki 1 - 585 - 585 1,365 -
- - - 66 - 66 139 -
- - - 33 - _ 53 - -
- - - 225 - 225 11 -
1,982 118 3,240 42,820 3 42,823 38,497 -
- - - 107 - 107 a2 57
2,010 91 916 117,855 — 1] 117,920 133,305 216
8 2 {214) 27,984 - 27,984 20,272 -
2,002 89 1,180 89,871 65 - 83,936 113,033 216
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VHITED MATIOMS DEVELOPKENY PROGRAINE
BISMNIUK 1998 - 1359

Schedule 6.1
9 Services Ag
Status of Bilateral aad Other 4 uadex Services Agreements
{Thousands of United States Dollars) f Report Run Date: Jul 25 2000 0B;:37AM
Income raceived & Cost of rvice b/
Source of Recipient Balance as at Deposits I Di s Unliquidated Total Transt d
funding country 1 January earnings obligations costs to / from balance as at
1998 31 December
1999
Netherlands Afghanistan 733 - 54 731 - 731 - 56
Italy Albania 206 - 102 €33 13¢ 762 - 246
XEC Albania 89 - 13 {22) - {22) - 124
IADS Argentina 398 5,644 146 4,760 2,498 7.258 - (1,073}
World Bank Argentina 2,748 14,012 534 10,754 2,1%0 12,%04 {602) 3,788
Qovernment (IDB) Argentina 1,791 50¢ 177 1,180 12 1,192 - 1,280
Governmant (Wa) Argentina 1,547 2,261 250 1,094 2”6 1,190 {448) 2,420
Japan Benin, 19¢ 2,618 ”°0 2,518 *%s 2,613 - 291
Government Bhutan (3) - - - - - ' - (3)
World Bank i Bolivia 446 - 52 - - - - 497
USAID Bolivia 1 {1) - - - - - -
"Govarmment {ws) Bolivia 9 - 1 - - - - 10
Garmany Bolivia .68 - 7 - - - {72) 3
Hultiple Bolivia 1% - 1 - - - - 16
IADR Bolivia 3 - 5 - - - - (34} Ed
SICA Bosnia Herzegovina 46 - 44 - - - - S0
Japan Burkina Faso 1,302 - 162 171 780 251 - 513
Usa Cambodia 13 - 3 - - - - 14
Japan Cambodiz 44 1,674 71 1,653 B - 1,653 - 1316
Japan Camercon 58 - 1 - - - - 59
Japan Central African
Republic 146 2,412 134 2,010 422 2,432 - 260
Italy Cantral America {74) - - {74) - (7¢) - -
Italy Chad s - 7 - - - - [1
Gavernment Congo 43 - 5 - - . - (46) 2
USAID Costa Rica 13 - 1 - - - - 14
Horld Bank Costa Rica 32 - 3 - - - 34) 1
Japan Cote d'Ivoire 167 31,116 499 16,022 6,578 22,600 - 9,171
Canada Croatia - 13 - 60 - 60 - 13
Germany Cxroatia - 70 1 67 - o 67 - 4
USA - State Dept Croatia - - - 589 - 589 - {589)
Italy Cuba © 53 - & - - - - 59
Japan Djibouti 2,832 - 156 2,498 - 2,458 - 189
Govarnment Djibouti 217 - 25 - - - - 242
World Bank Djibouti 28 - -3 - - - - 31
Government. Dominican Republic 20 - 2 - - - - 22
Italy Dominican Republic - - - 1 - 1 - (1)
IFAD DR Korea (2} - - (2} - {2) - -
World Bank Ecuador 6,311 12,112 1,058 11,671 3,088 14,729 (2,239) 2,513
Government (WS} Ecuador 431 - 55 508 130 ) €35 303 154
Netherlands Egypt 1 - b - - - - - 12
Italy Egypt T 116 - 13 - - - - 129
IFPAD-MSA El Salvador 271 3,586 46 3,696 27 3,723 - 180
Italy El Salvador (37 - 101 182 - 182 - ki)
IPAD-MSA Equitorial Guinea - 95 2 31 - 31 - 66
USAID Exritrea 742 - 100 15 - 18 - 27
ltaly Ethiopia 2.833 12,933 S518 7.275 6,408 13,68 - 2,601
World Bank Ethiopia 16 - 3 - - .- - 19
UNA-USA Global - 11 - - - - - 1
Italy Global 9 - L] (44) - 144) - 44
World Bark Guatemala 7 82 12 90 (14 150 - 21
IFAD Guatemala 128 - 13 - 50 - 50 [$33] 73
Japan Guatemala - 7,515 194 7,298 276 7.574 - 135
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UNITED NATIOMNS DEVELOPNENT PROGRANME

BIENNIUN 13998 - 1999

Schedule 6.1

MHansgement Services Agreements
status of Bilateral and Other Rescuces received under Nanagesent Services Agreements

{Thousands of United States Dollars)

A/55/5/Add.1

Report Run Date: Jul 25 2000 08:37aAM

Income received a/

Cost_of Service b/

Source of Recipient Balance as at Deposits Intexest Disbursements Unliquidated Total b ¢ £
funding country 1 January earnings obligations costs to / from balance as at
1998 31 December
1999

IADB Guatemala €76 1,133 29 1,779 292 2,071 - {233)
Netherlands Guatemals 111 - 13 - - - - 124
Ri-Agency Guatemala - 79 - - - -- - 79
Government Guatemala - 4,117 74 3,912 273 4,185 - 3
Japan Guinea 165 12,905 395 $,012 6,837 12,849 - 1,616
Italy Guinea 6 - 1 - - - - 7
World Bank Haiti 2,000 24 138 2,159 - 2,159 - 503
Switzerland Haitd (4) - - - - - - (4)
Canada Haiti 3 - - - - - - 3
World Bank Honduras 7 - - - - - - 7
Japan Honduras 571 4,762 258 49 178 227 - 5,364
FPAD-MSA Indonesia 234 - 21 584 93 682 - (427}
Czechoslovakia Inter-Regicnal 397 - - - - - - 397
Norway Inter-Regional 672 2,207 112 1,325 323 1,648 R - 1,423
Sweden Inter-Regional 1,180 995 152 1,523 274 1,797 - 530
Italy Inter-Regional 22 - 3 - - - - 25
Japan Inter-Regional - - - 15 6 21 - {z1)
Denmark Inter-Regional 3,424 5,128 503 4,809 547 5,056 {311) 3,688
Government Xyrgyzstan 1 - - - - - [£3) .-
Norway Kyrgyzstan 464 1,542 29 1,543 15% 1,698 - 337
Denmark Kyrgyzstan 31 - 5 - - - {34) 2
Australia Lao 32 - 2 - - - - 34
Japan Madagascar (245} 4,056 254 3,950 101 4,051 - 14
Japan Mali 4,831 12,310 434 12,959 3,427 16,386 - 1,189
World Bank Mali 6 - 1 - - - - ?
Japan Mauritania 760 12,663 596 5,714 6,645 12,359 - 1,66C
Government Mexico 2 - - - - - - - 2
Netherlands Mongolia 4 - - - - - (4) -
World Bank Mongolia ° 139 - 22 - - - - 221
Sweden Mozambique - 167 b3 172 - 172 - {4)
Italy Nicaragua - 807 37 11 112 123 - 721
Japan Nicaragua 3,809 12,458 545 11,176 4,1C1 15,277 - 1,533
Japan Niger 138 3,861 152 4,19 - 4,191 - (40}
Italy Palestine 6,132 - 611 3,274 14 3,280 - 3,455
Finland Palestine {1,4653) 3,360 56 1,954 321 2,275 - 172
SICA Palestine 778 - 96 502 - 502 - 372
World Bank Papua New Guinea 251 - 46 (12 - {(12) - 309
Australia Papua New Guinea 9 - 1 - - - - 10
World Bank Pexru 205 3,628 187 3,393 247 3,640 - 380
Japan Pexu 546 14,9232 5%0 13,870 3,686 17,556 - (1,433}
Goverament Peru 13,414 51,621 2,952 30,495 26,196 56,691 {1,376) 9,920
IaDB Peru 790 1,571 549 1,766 3sa 2,124 (921) {135)
Governmenc (WB) Peru 4 2,082 72 1,193 340 1,533 - 595
Australia Philippines 623 - 62 553 100 653 - 32
Denmark Philippines - - 11 - - - {11) -
France Regiocnal - Africa 869 566 8s 152 115 287 {232) 1,002
Sweden Regional - Africa 15 - 1 1 - 1 (7) a
Finland Regional-Asia 40 - s - - - - 45
Joint Regional - Europe 136 - - - - - - 136
Italy Regional-Latin

America 108 - 12 - - - - 120
TADB Regional-Latin

America 635 {537) 16 - .- - - 54
World Bank Republic of Latvia 25 - 3 - - - (20} 8
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UMITED RATIONS DREVELOPUENT PROGRAWNME

BIENNIUX 1938 - 1999

Schedule 6.1
Kanagement Zervices Agreaments

Status of Silateral sad Other Resouces received under

(Thousands of United States Dollars)

Sarvices Ag

Report Run Date: Jul 25 2000 08:37AM

Income received a/

Cost of Sexvice b/

Source of Recipient Balance as at Deposits Interest Disbursements Unliquidated Total Transfers Unencumbered
tfunding Touacry 1 January earnings obligations costs to / fxom balance as at
1998 31 Decembex
. . 1999
Japan Togo 87 - 90 842 50 892 - L 1
Japan Senegal 406 11,940 414 10,739 1,090 13,829 - 931
cEC Somalia 263 (250) 18 - - - - 31
Japaa Somalia 2,193 - 249 - - - - 2,442
TFAD-HSA Somalia 249 290 [13 (1.1 207 812 - (208}
wWorld Bank Bt Christopher and
Nevis 273 {236} 25 - - ° - (52) 11
Governmant (ITA} Suden ’ 1,138 . 133 - - - - 1,271
vorld Bank Tajakistan ) - 79 - 128 63 191 - {112)
Finland Thailand 175 - 22 - - - - - 197
UsA Trust Terr. of the
- Pacific Is, 4 - - - - - (3) 1
Horld Bank Turkey 2,860 19,840 834 15,819 3,574 19,393 (509) 1,632
Government Turkey (3,054) 424 22 (2,461) - (2,461) - (147}
USA Turkey 573 - 64 - - - - - 637
World Bank Uganda 132 “ 53 13 - 13 (108} 64
Sweden Uganda 2 - - - - - - 2
Government Uganda 53 - 11 1 - 1 - 63
Government United Republic of .
Tanzania 63 - 29 7% ST - 76 - 16
Horid Bank United Republic of
Tanzanls 347 - 37 75 - 75 - 309
IADB Venezuela 148 - 47 85 - -H - 110
Australia Vietnam 473 - 52 - - - - £25
Japan Zaire 1,720 - 312 (1,324) - 1,320) - 3,256
cec Zaire 758 882 70 2,027 86 2,113 . 1406}
Australia Zimbabwe 1,054 - 91 1,181 s44 1,725 - (530)
Italy Bosnia and
Herzegovina 2,839 (4,.651) 250 2,040 - 2,040 3,604
Japan £l Salvador - - - - - 621 - - T tsn) T 62
world Bark Sao Tome and
Principe 1 - - - - - - - - 1
World Bank Pakistan (1) - . - P s e e - L xwe [$]
TOTAL UNDP MSAs 31,616 _ 282,905 16,688 222,925 83,094 veco 306,019 o 43,172) 72,018
Scheduls 6

The accompanying notes are an integral part of e financial statements
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UNITED MATIONS DEVELOPMENT PROGRANKE

BIENNIUK 1998 - 1999

Schedule 6.2

Junior Professional Officers
Status of Punds for the biean:

(Thousands of United States Dollars)

rogramme
u:g:ndod 31 Decenmber 1999

A/55/5/Add.1

Report Run Date: Jul 25 2000 08:37AM

fnecctog i Genuany Receipts Coata ™ Costs Eopenditure Balance as a
1938 31 Decenmbex
1989
v en/ - z R — S — o
Australia 91 - 11 1 12 79
Austria {159) 1,046 743 91 834 53
Belgium 1,874 3,120 3,756 451 4,207 787
Canada (705} 997 72 8 80 ’ 212
Denmark 2,?50 ?.2,261 11,982 1,438 13,420 1,691
Finland - 1,027 2,454 2,262 271 2,533 - 948
France 206 2,382 71,836 219 _2,055 533
Germany i1 3,782 2,994 359 3,353 1,184
Ireland - 218 128 16 144 74
Italy (119) 1,667 1,652 198 1,850 (302)
Japan 2,342 6,246 $,232 - 620 5,852 2,736
Korea 233 259 = 452 B 54 506 6
Luxembouryg {137} 478 555 R 67 ~ 622 {281)
Netherlands 159 8,008 7,968 956 8,924 (757}
Noxway {197) 2,996 2,916 352 3,268 (469)
Portugal (34) 89 315 39 354 . (299}
Spain (547) 1,657 2,189 262 2,451 {1,341)
Sweden 151 3,088 3,140 376 3,516 (237)
Switzerland ‘474 1,963 1,820 218 2,038 393
United Kingdom 14 278 381 45 427 (135)
Total 8,338 52,989 _ 50,404 6,045 ‘56.;46 4,881

Schedule &

The accompanying notes are an integral part of the financial statements
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UNITED MATIONS DEVELOPHMENT PROGRAMME
BIENNIUM 1998 - 1999

8chedule 6.6 .
Inter Agency Procurement Service Office (IAPS0)
Income,Expenditure and Pund balances for the biennium ended 31 Dacember 1999

(Thousands of United States Dollars) Report Run Date: Jul 25 2000 08:41AM
| . Trading Activities

1998 - 1999 1996 - 1997
INCOME
Procurement handling fees 6,307 4,967
Insurance income . ’ 312 230
Training fees 200 123
Sale of publications 32 77
Miscellaneous income . 246 254
TOTAL INCOHE 7,097 5,651
EXPENDITURE
Post costs 3,466 3,365 __
General and operating expenses 1,907 1,474
TOTAL EXPENDITURE } ] — 5,373 4,839
NET EXCESS OF INCOME OVER EXPENDITURE _ 1,724 812 T
Fund balance, 1 January . 2,512 1,674
Refunds to donors and transfers (to) from 18 -
other funds
Savings on prior Biennium's obligations 21 26
FUND BALANCE, 31 DECEMBER 4,275 2,512 T

Schedule 6.4

The accompanying notes are an integral part of the financial statements.
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DMITED MATIONS DEVELOPKENT PROGRAMGE

BIENWIUK 1338 - 1939

Schedule 7.3: United Natioas Volunteers - UMV

A/55/5/Add.1

Summary of Projects financed under full funding arrangement by Dosor

Governments and Institutions

{Thousands of United States dollars)

Report Run date: Jul 25 2000 08:44AM

Balance as at Expenditure Balance as at

Douors Projects 1 January 19%0 Contributions m!mk Coats Qther Costs 31 December 1899
@Governments .
Australia INT/92/V16 33 - 1 - 32
Australia - QzZVOL IKT/92/V1S (4¢) 56 . €2 : - (s0)
Belgium GLO/98/V08 - 1,000 946 - 54
INT/92/V12 2,227 253 2,658 - (180)
Cambodia cua/96/vaL 3 - 3 - -
Canada RWA/98/V01 - 171 164 16 (9}
Densark INT/96/VOL 20 F 21 - 23
Denmark DAMIDA . MOKM/97/V01 11 13 : (e8] - 25
Denmark M$ - INT/92/V17 (183) S01 207 - 141
Finland . GLO/98/V01 . 3¢ 27 3 3
INT/32/V1L 1,297 1,472 1,238 - 1,529
- AS8S hland CRO/97/VOL 29 - 8 - 1s
Germany - DED INT/93/V02 {28) 138 143 - {10}
Ireland - APSO INT/92/V14 173 $70 506 - 237
Japan - Jocv GCLO/98/V03 - 312 €57 - (345)
INT/92/V20 (23) 1,334 1,022 - 289
Mali HLI/96/V01 25 - 1 - 24
Netherlands - SNV INT/52/V13 {179) 1,467 923 - 365
Nozway CMB/95/VO1 35 20 42 5 16
INT/92/V21 118 291 280 - 129
Rwanda RWA/96/VE4 (38) n 3? - (4)
Spain GLO/97/V44 1,607 2,594 2,406 - N 1,795
RWA/96/V03 200 (200} - - -
Sweden INT/92/V03 3) 894 829 99 (37}
Switzerland INT/92/V08 20 73 89 - 5
U.S.A GLO/94/V02 4 - - . - 4
United Kingdom - VSO INT/92/V19 (26) 70 a1 - 3
United Kingdom, BDD GRN/97/V0L - 3¢ 60 - (261
United Kingdom, DFID INT/98/VOL - 200 173 19 8
Inaititutions
ADB GUI/93/V02 (47) - - - 17
AMUDA INT/96/V06 18 76 72 - 22
ASDB XYR/96/V01 (20} 40 1 - 19
MAS/92/V0L (32) 31 . - (28] - -
MAS/394/VO1 t4) 6 - - 2
MON/93/V02 L] - - - 8
PNG/95/VO1 (2) - - - )
Eritrea Incernational School ER1/95/V03 3 C - < - - (3}
IBRD MOZ/92/V03 19 - - - 19
HOZ/92/V04 (56) - - L - (56)
NER/87/VO0L 41 104 3¢ - E 111
IDA ANG/94/VOL {76) - 2 - (78)
BEN/29/V01 (109) - 16 - (125)
CHD/91/V01 2 - - - ) 2
EQG/91/Vol (L116) - - - (118}
GHA/93/VE2 {3} - - - (3)
GHA/33/V03 5 25 18 - 2
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UNITED RATIONS DEVELOPHENT PROGRAMME
DIXMMIUN 1998 - 1999
Scheduls 7.3: United Naticns Volunteers - UNV

Summary of Projects Zinanced under full fuading arrangement by Donor

Goverpments and Institutions

{Thousands of Uaited States dollars)

Report Run date: Jul 25 2000 08:44AM

Balance &s at

Donors Projects 1 Janusary 1338
GHA/93/V04 6
HAL/86/V01 (20}
NER/95/VO1 as
NER/98/V01 -
IFAD GAB/94/VOL 71
MLI/9%/V04 57
NER/94/V01 33
LITA MLH/93/V01 )
oM ANG/95/vo2 {23)
EGY/98/V01 -
. GLO/94/VOL 1
HAL/95/Vo1 7
MOZ/94/V03 2
RER/99/V0C4 -
IRRI MAG/95/V0L (3
HAG/98/VOL -
JVC INT/96/V04 ae
SIDA (Botswana} BOT/92/V01 154
8VA INT/96/VaS 50
UM AIDS SAF/98/vVoL -
UNDP Albania ALB/99/V01 -
UNDP Bahrain GLO/97/V40 -
UNDP Cambodia -
CM3/99/V05 . -
CMB/95/V06 -
GLO/87/V4l -
UNDP Mongolia HON/99/V02 -
UNDP Rwanda RWA/99/V05 -
LNOP Samon SAM/99/V01 -
UNDP South Africa SAF/39/Vol -
UNDP Sri Lanka SRL/99/V01 -
UNDP Vietnam VIE/99/VOL -
UNICEP HAL/97/V02 50
Grand Total 5,391

The accompanying notes are an integral part of the financial statements

192

Xxpenditure Balance as at
Contributions Project Costs Other Costs 3) December 1339
- - - 6
- - - (20)
- 43 - (s)
346 204 21 121
36 77 - 30
- 52 - 5
29 36 - 32
- - - (1)
184 174 16 {31)
27 17 - -
- - - 1
- - - 7
- - - Z
139 32 - 107
3 . - -
62 42 - 20
“ 217 - 11
- 1 - 152
S4 47 - EY]
20 .} 2 -

- 2 - 2
11 - - 1
- 24 - (24)

117 56 - -
- 48 - 48
17 23 - (6}
- 21 - {21)
2 135 - [
- 12 - [$¥3]
33 - & - 25
34 13 - 15
- 17 - 43
_ 12,922 13.700 181 4,431
Schedule 7
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UNITED NATICNS DEVELOPMENT PROGPIMMME
BIENNIUM 1958 - 1998
Schedula 8: Investments as at 31 December

(Thousands of United States Dollars)

1999 19897
Regular Resources
Interest-kbearing current accounts .183,395 4,344
Call accounts ) - o R TS Tt T T s T TR e T g ,-4 82
Time "deposits : - - T 372,650 . 869,871
Bonds and notes - o T 1 7216,835 522,711
Other securities - - 12,462
Total ’ E statement II.1l 772,880 1,415,870
Other Resources
Cost-sharing
Time deposits D 408,800 ) -
Total statement ITI.2 408,800 -
Irust Funds _ _ S _
Trust Fund toc Combat Desertification and Drought (UNSO)
Intexrest-bearing current accounts . 89 _ 1
Call accounts L : - LTI LT LT L e T LE o o T 160
Time deposits . __.2,100 21,200
Bonds and notes . . 5,915 1,998
Total schedule 5.2 8,104 23,359
Trust Fund for the Global Environment Facility
Interest-bearing current accounts . . _ - -
Call accdunts ’ T - ’ IT P 77
Time deposits 25,100
Bonds and notes . e e 35,035
Total . schedule 5.2 60,212
Multilateral fund for the Implementation of the
Montreal Protocol
Interest-bearing current accounts B 338 . . o -
Call accounts o o . - o e DT 50
Time deposits 19,990 ’ 24,400
Bonds and notes : : 39,799 107,006
Total schedule 5.2 60,127 131,456
"Capacity 21" Trust Fund
Interest-bearing currxent accounts . 48 -
Time deposits 22,050 14,620
Bonds and notes 15,000 39,307
Total gchedule 5.2 37,098 53,827
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UNITED NATIONS DEVELOPMENT PROGRAMME :
BIENNIUM 1998 ~ 1999
Schedule 8: Inveatments as at 31 December

(Thousands of United States Dollarsa)

19399 . 1997
UNDP Fund for the Programme of Assistance to the
Palestinian People
Interest-bearing current accounts 72 ) -
Time deposits 33,665 - -
Bonds and notes . 3,829 -
Total schedule 5.2 37,566 -
UNDP Trust Fund for Rwanda
Interest-bearing current accounts 7 . -
Time deposits 22,270 -
Total schedule 5.2 22,277 . -
Fonds Fiduciare du PNUD Concernant l'Organisation pour
1'harmonisation en Afrigue du Driot das Affaires (OHADA
TF)
Time deposits . 7,654 934
Total . o . o . 7,654 _ ] 934
Perez-~Guerrero Trust Fund for Economic and Technical
Co-operation among Developing Countries
Interest-bearing current accounts . — . 108 _. _ -
Call accounts : - b == - 126
Time deposits - . 1,600 o -
Bonds and notes i . 57206 I 6,135
Total 6,914 6,261
UNDP Trust Fund for International Partnerships
Interest-bearing currendt accounts e _.i R — -
Time deposits I AU . LT 5,040 . -
Bonds and notes : = - - - -659 -
Total 5,710 _ -
UNDP Trust Fund for the Irag Programme
Interest-bearing current accounts : i . ) 4,975 o -
Total schedule 5.2 T 4,975 -
Total Trust Funds 227,450 276,142

statement II.Z2
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UNITED NATIONS DEVELOPMENT PROGRAMME
BIENNIUM 1998 - 1999
Schedule 8: Investments as at 31 December

(Thousands of United States Dollars)

A/55/5/Add.1

1999 1997
Funds T S . )
United Nations Capital Development Fund
Interest-bearing current accounts 384 . 9
Call accounts R - - ol 200
Time deposits © 67,270 25,720
Bonds and notes - - 26,464 89,728
Other securities I . - . 9,575
Total schedule 7 94,118 125,232
United Nations Revolving Fund for Natural Resources
Exploration
Interest-bearing current accounts 7 -
Call accounts T oL T e - ST 79
Time deposits - 4,400 - 3,300
Total schedule 7 4,407 o 3,379
United Nations Fund for Science and Technology for
Development
Interest-bearing current accounts B L N
Time deposits S R L= 860
Total schedule 7 6 _ 860
United Nations Development Fund for Women
Interest-bearing current accounts . . [ .30 0 0 L — 162
Time deposits ’ L 28,510 14,345
Total schedule 7 28,540 14,507
United Nations Volunteers Programme
Interest-bearing current accounts 791 64
Call accounts . I I . . 275
Time deposits : 51,430 24,250
Bonds and notes L . N : 12,288 _ . 12,590
Total schedule 7 64,509 37,179
Total Funds 191,580 181,157

overview
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NOTES TO THE FINANCIAL STATEMENTS

Note 1
Mission Statement

UNDP is part of the United Nations and upholds the vision 6f the United Nations
Charter. It is committed to the principle that development is inseparable from the
quest for peace and human security and that the United Natlons must be a strong
force for development as well as peace.

UNDP's mission is to help countries in their efforts to achieve sustainable
human development by assisting them to build their capacity to design and carry out
development programmes in poverty eradication, employment creation and sustainable
livelihoods, the empowerment of women and the protection and regeneration of the
environment, giving first priority to poverty eradication.

UNDP also acts to help the United Nations family to become a unified and
powerful force for sustainable human development and works to strengthen
international cooperation for sustainable human development.

UNDP, at the request of governments and in support of .its areas of focus,
assists in building capacity for good governance, popular participation, private
and public sector development and growth with equity, stressing that national plans
and priorities constitute the only viable frame of reference for the national

programming of operatlonal activities for development within the United Nations
system.

UNDP resident representatives normally serve as resident coordinators of the
operational activities of the United Nations system, supporting, at the request of
governments, the coordination of development and humanitarian assistance. Resident
coordinators also help to orchestrate the full intellectual and technical resources
of the United Nations system in support of national development.

UNDP strives to be an effective development partner for the United Nations
relief agencies, working to sustain livelihoods while they seek to sustain lives.

It acts to help countries to prepare for, avoid and manage complex emergencies and
disasters. R : o S - =

UNDP draws on wexpertise from around the world, including from developing

countries, United Nations spec1allzed agencies, c1v1l society organizations and
research institutes. - - -

UNDP supports South-South cooperation by actively promotlng the exchange of
experience among developing countries.

UNDP supports, within its areas of. focus, technology transfer, adaptation, and
access to the most effective technology.

UNDP receives voluntary contributions from nearly every country in the world.
UNDP seeks to ensure a predictable flow of resources to support its programmes. It
provides grant funds through criteria based on universality that strongly favours
low-income countries, particularly the least developed.. .

UNDP 1is politically neutral and its cooperation is impartial. It seeks to
conduct its work in a manner transparent and accountable to all its stakeholders.
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UNDP is committed to a process of continuing self-evaluation and reform. It
aims to improve its own efficiency and effectiveness to assist the United Nations
system in becoming a stronger force for the benefit of the people and countries of
the world.

UNDP will continue to support an international development cooperation
framework that responds to changing global, regional and national circumstances.

Note 2
Summary of significant accounting policies
The financial period of the Organization is biennial. The present biennium
covers the period from 1 January 1998 to 31 December 1999. The financial
statements reflect the application of the following significant accounting
policies:

(a) Pramework
UNDP activities are accounted for in accordance with:

(i) The Financial Regulations formulated by its Executive Board and the
Rules established by the Administrator under the above regulations; and

(ii) The United Nations System Accounting Standards as adopted by the
Administrative Committee on Coordination (ACC) which are based to a large
extent on relevant International Accounting Standards (IAS) issued by the
International Accounting Standards Committee. Where differences from the
IAS exist, it is mainly because of the essentially non-commercial nature of
the Organization’s activities. These standards are based on the principles
and assumptions outlined below:

a. Going concern, consistency and accrual are fundamental accounting
assumptions. Where fundamental accounting assumptions are followed in
financial statements, disclosure of sguch assumptions is not required. If

these fundamental accounting assumptions are not followed, that fact should
be disclosed together with the reasons;

b. Prudence, substance over form and materiality should govern the
selection and application of accounting policies;

c. Financial statements should include clear and concise disclosure
of all significant accounting policies which have been used;

a. The disclosure of the significant accounting policies used is an
integral part of the financial statements;

e. Unusual items or prior period items should be disclosed if they
have a material effect on the financial statements or schedules;

£. If there is a change in accounting policy that has a material
effect in the current period, or may have a material effect in subsequent
periods, the effect of such change should be disclosed and quantified,
together with the reason for the change.
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(b)

(c)

198

Income

Interest income is accrued as income in the year to which it relates.
Interest on interfund balances is credited to the trust fund accounts one year in
arrears. All other income is accounted for on a cash basis, with the exception of
income accrued on Government letters of credit which are irrevocable.

Expenditure

All expenditure of UNDP is accounted for on an accrual basis, except for that
relating to staff entitlements (costs related to Early Separation Programme are
however, recorded on an accrual basis) and project components implemented by
Governments and Non-Government Organizations (NGOs), which are accounted for on the
basis of cash disbursements only. Project expenditure includes unliquidated
obligations raised by the executing or implementing agents (other than Governments
and NGOs). The following criteria is generally used in applying the accrual basis:

Experts and other Costs relating to the period of contractual service
project personnel falling within the current biennium up to the amount
provided in the current budget;

Travel on official Costs of travel taking place in the current biennium
business and travel commencing before the end of the current
biennium but extending into the next biennium;

Subcontracts Payments falling due in the current biennium
according to the terms of the contract or payment
schedule;

Fellowships Cost of the fellowship from the anticipated date of

commencement of study or start of the current
biennium to completion of study or end of the
current biennium, whichever is earlier;

Group training Full cost of any training activity held in the
current biennium or beginning in the current and
ending in the next biennium;

Equipment Full cost of contractual agreement or firm order
placed with the supplier prior to the end of the
current biennium up to the amount provided in the
current budget;

Migcellaneous Cost of events occurred (for example, hospitality),
goods or services delivered or firm orders placed
for delivery in the current biennium.

Certain flexibility provisions may be applied to expenditure. In any given
year, expenditure may exceed an approved project budget for that year by $20,000 or
4 percent thereof, whichever is the higher, provided the executing agent does not
incur overall expenditure for that year in excess of 2 percent of the total
allocations made to it.
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(d) Agency Programme Support Costs and Technical Support Services

(e)

Agency Programme Support Costs denote the percentage of total pr‘oject costs
authorized by the Executive Board for payment to the executing and cooperating
agents and implementing agents to reimburse them for costs incurred in the
administration (technical and otherwise) of UNDP financial projects. These
support costs are based on total annual programme expenditure. Sectoral support
costs are also paid to certain agents for provision of sectoral advice to
Governments and UNDP. The level of sectoral support and the use of its resources
for a given cycle are determined by the Executive Board. The Executive Board, by
its decisions 95/23 and 96/31 approved new successor programming arrangements and
new directives on agency support costs. The wmajor features of the new
arrangements are to:

(i) Provide incentives for national execution and ensure that agency
technical support services are available to governments, particularly for
nationally executed programmes/projects;

(ii) Improve the upstream technical focus of agents and reduce their
administrative and operational involvement in programmed project
implementation;

(iii) Assign resources that will permit programme countries to exercise
increased choice in programme/project implementation;

(iv) = The replacement of the cluster rate system by a flat rate not to
exceed 10 percent rate of AOS (Administration and Operational Services)
reimbursement.

Details of the support costs under the previous arrangements and the new
successor arrangements are provided in schedule 2.1.

Reimbursement for AOS also applies to projects financed by UNDP-administered
Funds and Trust Funds. UNDP support costs denote the amounts paid to UNDP as
reimbursement for costs incurred for the administration of these Funds and Trust
Funds.

Biennial Support Budget
The Biennial Support Budget comprises 3 components:

(i) Programme support: expenditure incurred by organizational wunits
(country offices and headquarters) whose primary function is the development,
formulation, delivery and evaluation of the programmes of the organization.
This will typically include units that provide back-stopping of programmes
either on a technical, theoretical, geographical, logistical or
administrative basis;

(ii) Management and administration: expenditure incurred by organizational
units whose primary function is the maintenance of the identity, discretion
and well-being of the Organization. This will typically include units that
carry out the functions of executive direction, organizational policy and
evaluation, external relations, information and administration;

(iii) Support to operational activities of the United Nations: this
comprises four elements which are basically applicable to the Regular
Resources activities namely, Country Offices Support, UN Development Group,

199




A/SE(3/Add.1

United Nations Volunteers programme and Inter Agency Procurement Services
Office (IAPSO).

The expenditure under the Biennial support budget are recorded in accordance
with the principle set out in note 2(c) above.

(£) Exchsnge rates

Voluntary contributions received from Governments are translated into United
States dollars using the United Nations operational rate of exchange in effect on
the date of payment.

Exchange adjustments arising from the receipt of contributions from Governments
are recorded as increases or reductions to the contributions. All other exchange
adjustments are recorded as other income/expenditure.

For the purposes of accounting for assets, liabilities and transactions, and
the maintenance of other financial records, other currencies are translated into
United States dollars at the United Nations operational rate of exchange in effect
on the date of the report or transaction.

{g) Capital expenditure

The costs of purchased or constructed premises as well as major rehabilitation
costs are reflected as capital assets. These assets relate mainly to the housing
and office premises under the activity of the Reserve for Field Accommodation (RFA)

and the office premises purchased for the UNDP/Argentina country office (see notes
13 and 14 below).

The full cost of non-expendable equipment is charged to the UNDP Regular
Resources through its biennial support budget or to the appropriate project in the
biennium in which it is purchased. An inventory is maintained for all non-
expendable equipment (defined as items of equipment valued at $500 or more per unit
and with a serviceable life of at least five years and items of equipment included
in any special list for which formal inventory records are maintained).

The inventory held at UNDP Headquarters and at UNDP Country Offices as at 31
December 1999 amounted to $18.3 million ($25.6 million in 1997) and $73.8 million
(668.8 million in 1997), respectively. Agsets capitalized are not amortized nor
depreciated.

(h) Operational Resaerve

The Executive Board, at its annual session in 1999 approved a change in the
basis for calculation of UNDP’s operational reserve for Regular Reserves which is
now the sum of the following components:

i) Income component. The equivalent of 10 per cent of the average of the annual
voluntary contributions received over the most recent three years, rounded to
the nearest $1 million;

ii) Expenditure component. The equivalent of 2 percent of the average total annual
expenditure incurred over the most recent three years, rounded to the nearest
$1 million;

iii) jabili and structural. The equivalent of 10 percent of the sum of the
income and expenditure components, rounded to the nearest $1 million.
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iv) Cash-flow component. The equivalent of the cash needs for one month,
calculated as one twelfth of the total expenditure of the most recent year,
rounded to the nearest $imillion.

In addition, the Executive Board approved the establishment of an operational
regserve with UNDP’s extrabudgetary account for other resource activities. The
calculation to arrive at the level of reserve, follows the same basis as that of
the regular reserve.

Presentation

By its decision 97/6 the Executive Board approved the harmonization of the
Budget presentation format submitted by UNDP, UNICEF and UNFPA. Therefore, the
financial reports are presented in a way consistent with this decision.

The main features of this harmonization involve activities which are:

(1) Regular Resources activities: Activities financed from Voluntary
contributions, donations from non-governmental sources and related interest
earnings and miscellaneous income;

(i1) other Resources activities: activities financed from resources other than
Regular Resources, which are received for a specific programme purpose (Cost-
sharing, Government Cash Counterpart Contributions (geeey) , Trust funds
established by the Administrator and activities from Management Service
Agreements (MSAs);

(iii) For accounting presentation purposes the reimbursable support services
and other special activities, namely, Junior Professional Officers (JPOs),
Reserve for Field Accommodation (RFA), etc. are included in the Other Resources
activities;

(iv) Funds administered by UNDP: Activities of the Funds established by the
General Assembly and administered by UNDP.

The nature of some expenditure was redefined as explained in note 2(e).

Other reclassifications and changes in presentation were made to better reflect
the nature of the operations and/or to better comply with the accounting standards.
These changes affected mainly:

(i) Cost-sharing activities: Interest earned and support costs charged by
the Regular Resources activities to Cost-sharing activities are reflected
through the Statement of Income and Expenditure. In the past these
transactions were reflected directly as transfers to UNDP Extrabudgetary
income;

(ii) Reimbursable support services for Funds and Trust Funds: Formerly
termed “ Extrabudgetary Activities” , the Reimbursable support services are now
presented as part of the Funds and Trust Fund’s Income Statement with the
ending balance reflected in the * Unexpended Resources balance” . In prior
years, the net balance of these activities was shown between the Liabilities
section
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(1)

(k)

(iii) Management Service Agreements (MSAs) for Funds and Trust Funds: are now
presented as part of the Funds and Trust Fund’s Income Statement with the
ending balance reflected in the * Unexpended Resources balance” . In prior

years, the net balance of these activities was shown between the Liabilities
section and the Unexpended Resources balance section.

(iv) Full funding arrangements and United Nations Joint Venture activities at
the United Nations Volunteers Programme (UNV): These activities presented as
part of the income statement with the ending balances reflected in the
“ Unexpended Resources Balance"” . In prior pericds, the net balance of these
activities was reflected in the balance sheet. The full funding arrangements
net balance was part of the other accounts receivable and deferred charges,
while the United Nations Joint Venture activities net balance was shown as
other liabilities.

(v} Management source agreement Funds and Trust Funds:

A detailed schedule is provided for each of the following:

e UNV’'’s fully funded agreements with Governments and Institutions, by
country and by project;

e Trust Funds’ Management Service Agreements;
e IAPSO’s trading activities.
Non-consolidated financial statements

The results of the operations reflected in statements I through IV are
presented on the basis of the three major components explained above in note 2(i).

The totals of each major component are shown only for the purpose of reflecting

the component's aggregate data. Identified inter-activities/interfund balances
(within each component) in the balance sheet have been eliminated in computing
these totals. Other interfund transactions are not eliminated. Therefore, these

aggregates are not intended to, and do not, reflect consolidated amounts, which
would have required elimination of all interfund transactions and balances within
each component.

Determination of certain balance sheet items

Due to the nature of the activities, certain transactions pertaining to Cost-
sharing, Government Cash Counterpart Contributions (GCCC), etc. are commingled in
the Regular Resources accounts (Investments -~ deferred charges - Receivables -
Payables, etc.). Whenever possible the balances of these accounts as at 31
December 1999, and the comparatives, have been apportioned essentially on the basis
of the best available information. The accounts not apportioned have been
reflected in the interfund account balance.
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Note 3

Contributions receivable and in-kind contributions and related party
transactions (off-balance sheet)

(a) (i) Contributions of Governments and other contributors - Regular Resources

Contributions due from Governments and other contributors for current and prior
years that have not been paid as of 31 December 1999 are as follows:

Voluntary Voluntary Contributions for the i
Contributions Special Measures Fund for the Least
Developed Countries Total

(thousands of United States dollars)

I T

1995 and prior

year 5 465 - 5 465
1996 855 - 855
1997 4 159 - 4 159
1998 7 955 - 7 955
1999 18 956 .- 18 956
Total 37 390 - 37 390

(ii) Contributions of Govermments and other contributors ~ cost-sharing and
government cash counterpart contributions

At 31 December 1999, the following amounts were receivable for Cost-sharing and
GCCC projects. These amounts are to be rephased to future years.

(thousands of United States dollars)

Cost-sharing 248 391
Government cash counterpart contributions 5 252
Total 253 643

The amounts in respect of Cost-sharing and GCCC are based on budgeted expenditure
for the year and will be adjusted on the rephasing of these budgets.

(b) In-kind contributions

In 1986, Hewlett Packard Company (a leading manufacturer of computing,
communications and measurement products) donated a wide range of new computing
equipment, including enterprise servers, personal computers, printers and other

peripherals to the UNDP’s Sustainable Development Networking Programme (SDNP). The
value of this contribution, estimated at $1.1 million, has not been recorded in the
accounts.

These products are intended for direct use in various projects in developing
countries. Sustainable Development Networking Programme links bodies,
universities, Non-Governmental Organizations, the private sector and individuals in
developing countries for the purpose of exchanging critical information on
sustainable human development.
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As part of UNDP's agreements with the recipient countries, the governments of
these countries are to provide UNDP with accommodations free of charge., These in-
kind contributions received during the biennium 1998-1959 are estimated at USS$16.5
million., These estimates are based on the market value, if available, or the bhest
estimates from the government or UNDP country offices.

(¢) Related party Transactions

During the current biennium, UNDP in partnership with Cisco Systems, Inc. KPMG
LLP and Akamai Technologies Inc. and with the support of other partners launched
a long~term initiative to use the power of the Internet to help break the cycle
of extreme poverty globally. Publicized by high profile rock concerts,
Netaid.org will use the Internet’s interactive capabilities to draw attention to
the issue of extreme poverty, and to offer Internet users the possibility of
becoming directly involved, Netaid.org 1s being managed for UNDP by the
Netaid,org Foundation, an independent entity that enjoys not for profit (501 c3)
status in the United States. Ownership of the foundation is shared by UNDP and
Cisco Systems., UNDP’s contribution to the foundation comes mainly in the form of
an in kind contribution of personnel.

Note 4
Unidentified receipts

Monies received, but not identified as to purpose, are held as accounts
payable until identified. At 31 December 1993, $15,557,223 (§ 13,401,874 in
1997) in unidentified receipts were held as accounts payable. This amount is
included in note 12(b).

Note 5

Accounting linkage - Voluntary contributions and contxibutions to
local office costs

At its thirty-first gession in 1984, the Governing Council authorized the
establigshment of a country-specific accounting linkage Dbetween wvoluntary
contributions and contributions to local office costs in such a manner that
voluntary contributions are first accounted for against any ahortfall in
contributions to local office costs. The total amount of $24,465,837 ($12,554,775
in 1997) which was transferred from voluntary contributions in respect of sguch

linkage is included in the $51,396,485 ($44,167,8%92 in 1997), figure in schedule 3
and shown in note 6.

Note 6
Income received for the Biennial Support Budget ~ Regulaxr Resources

The amount of §51,396,485 ($44,167,8%2 in 1997) shown in schedule 3 aa income
received for the Biennial Support Budget consists of host Government cash
contributions to local office costs of $38,746,118 ($40,120,346 in 1997)

reimbursement of tax charges of $10,996,145, UNV income of $1,174,519 and other
income of $479,703 ($4,047,546 in 1997).

Host Government contributions consist of:
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1995 1997
(thousands of United States dollars)
Government local office contributions 25 276 27 566
Transfers from voluntary contributions 24 466 ' 12 555
Total 49 742 40 121
Note 7 .
Interest income - regular resources .
The amounts shown in statement I.1 consist of:
1999 1957

{thousands of United States dollars)

Interest from Investments 166 001 166 988
Interest on’ construction loans 21 _ 98
Intefrest on the Medical Insurance Plan
Interest transferred to:

Cost-sharing (49 486) (33 102)
Trust Funds (19 794) (28 805)
Management service agreements (17 262) (12 059)
Reimbursable support services (11 192) (6 000)
Total 68 288 - 87 120

Note 8

Cash - Regular Resources

The amounts shown in statement II.1 consist of:

19929 1997
(thousands of United States dollars)

Cash in Headquarters bank accounts 44 647 18 391
Cash at country offices (16 421) (5 992)
Transfer from regular resource investments - - 2 201
Subtotal 28 226 14 600
Less: provision for depreciation of accumulating
non-convertible currencies 14 600 14 600
Total 13 626 -

The cash balance at country offices takes into account the uncleared checks of
$299,260,685 ($238,863,596 in 1997). There is an automatic replenishment from the
headquarter's current and investment accounts once these checks are cashed.
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Note S
Government letters of credit

Government letters of credit shown in statement II.2 were made to UNDP in
respect of cost-sharing for the following activities:

1989 1997
(thousands of United States dollars)

Rehabilitation, reconstruction and development in Tajikistan 700 100 -
Bi-communal development programme 3 322

Support to the promotion of human rights in Ukraine

194
Unspecified 240
Lutte contre l'epidemie de cholera 25
Reinstallation and reintegration of refugees 25
Assistance to government aid management and
aid coordination 30
Promotion of community-based peace and confidence .
building measures, Tajikistan 150
Plan of action for the reinstallation and reintegration of
refugees and formerly displaced persons 25
Establishment of the early warning system in Bulgaria 52
Total 4 506 357

As the letter of credit is irrevocable, the amount is presented with cash and

investments in statement II.2 and is included in Cost-sharing contributions as
presented in statement I.2.

Note 10

vValuation of cash and investments at 1 January 2000 United Nations operational
rate of exchange

In accordance with the accounting policy disclosed in note 2(f), cash of the
Regular Resources and IAPSO totalling $13,626,628 as reported in statement II, and
investments totalling $1,181,679,200 as reported in statement II and schedule 8
include the United States dollar equivalent of cash and investments in other
currencies using the United Nations operational rate of exchange established on 1
December 1999 and in effect on 31 December 1999. At the United Nations operational
rate of exchange in effect on 1 January 2000, which more closely reflects the
market rate of exchange as at 31 December 1999, the value shown in the accounts

would have decreased by approximately $302,087 and $40,172 for cash and
investments, respectively.
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Write-offs and provision for asset write-down

In the normal course of business, advances were made to Governments to enable
implementation of Nationality Executed (NEX) projects. Amounts adding up to
$4,118,851 have been written off in these financial Statements as folows:

(thousands of United States dollars)

Regular Resources - . : 2 053
United Nations Fund for Sudano-Sahelian Activities 1 400
United Nations Development Fund for Women ’ 171

UNDP Trust Fund for the Developing Countries
Afflicted by Famine and Malnutrition 306

Australian bDevelopment Assistance Bureau .
(ADAB)_ /UNDP Programme Trust Fund 49

UNDP Trust Fund for Assistance to Refugee-Related
Development Projects in Africa-ICARA II _ 15

United Nations Fund for Science and Technology

For Development ' o 133
UNDP Energy Account o o I Tt T T T (3)
UNDP Trust Funé for Namibia 12
Other ' (17)

Total 7 ‘ ' 7 4 119

These amounts written-off were long outstanding advances made to governments
for nationally executed projects, which are considered unrecoverable.

The amount on schedule I comprises (thousands of United States dollars)

NEX write-off to Regular Resources (see

above) ;2 053
Other write-offs - core activities ) _ .. 248
Total T 2 421

The provision of $14,600,000 was established during the biennium 1996-1997 to
reflect the over valuation of the Cuban Peso against the UN rate of exchange.
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Note 12
Accounts Receivable and Payable

(a) Other accounts receivable and deferred charges

The amounts shown in statements IX.1 and II.2 consist of:

1999 1997
(thousands of United States dollars)

Accounts receivable 36 337 10 569
Current account with agencies 25 244 2 525
Miscellaneous deferred charges 6 834 558
Other account receivables 7 361 : 25 016
Accounts receivable from agencies 10 040 -

8ub-~total 85 816 38 669
Less: DProvision to reduce the book value of accounts 305 305

" receivable
Total 85 511 38 364

This total is reported as follows:

Regular resources, statement II.1 . - 33 030 19 839
Cost-sharing, Statement II.2 52 481 18 525
Total 87 511 38 364

The provision, established in 1987 to reduce the deficit in operating the FAO
fisheries vessel pool, was reduced to reflect the current value of the receivable.

(b) Accounts payable

The amounts shown in statements II.1 and II.2 consist of:

1998 1987
(thousands of United States dollars)

Accounts payable 66 274 34 212
Payment assignment 7 270 -
Deferred payables 2 335 2 239
Clearing account - 339
Cash received and awaiting clarification ’ 19 557 13 614
Other Liabilities 2 843 25 107
Total 98 279 79 511

This total is reported as follows:

Regular resources, statement II.1 45 902 45 706
Cost-sharing, statement II.2 52 377 33 805
Total 98 2798 79 511
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Note 13

Reserve for Field Accommodation (RFA)

The RFA was established in 1979 at a maximum level of $25 million to construct
housing for United Nations international staff in the country offices. In 1989 the
Governing Council authorized UNDP to expand the scope of the Reserve to include
financing for the United Nations System Common Premises, intended to accommodate
the office needs of the agencies of the Joint Consultative Group on Policy.

The cumulative operating.deficit of $5.4 million shown in schedule 6 is derived
mainly from the operations of housing rental and offices premises.

As at 31 December 1999, the excess of total expenditure over the authorized
level of reserve under the RFA activities is $23,818,000 ($27,626,292 in 1997).

The schedule 6.3 on RFA activities now includes each of its elements:
Reimbursable Support Services, Office Premises and Housing. The split of the
balance sheet items is essentially based on the best available information: the
market value, if any, the architect reports, the wvarious biddings for the
constructions, etc. The income statement data for both the Housing and the Office
Premises are based on the nature of the actual transactions.

The income statement includes write-offs of $17,637 in rehabilitation costs
which are irrecoverable. This amount is included as part of other expenditure in
schedule 6. In addition $309,485 receivable from the Housing Appliance Rental
Scheme which had been provided for in the prior biennium, has been written-off in
current biennium.

The long term receivable of $953,370 ($1,126,710 in 1997) shown in schedule 6.3
represents the amount receivable over the current biennium resulting from the sale
of housing apartments in Cape Verde. The sale price was $1,300,050 and is payable
in fifteen annual installments of §86,670. The current portion ($86 670) is
included in Other accounts receivable.

(a) Prior Year adjustment

A portion of rental income is applied against Capitalized Rehabilitation Costs.
In previous years $2,020,272 in such rental income was taken as income on housing
operations. In 1998, a prior year adjustment has been processed to transfer this
income from the Housing Account fund balance, and to reduce Capitalized
Rehabilitation Costs.

Note 14
Office premises purchased for UNDP Country Office in Argentina

In October 1996, an office space was purchased for the Country Office in
Argentina. The cost of this acquisition amounted to $1,570,000 and was financed by:

(a) Appropriation from Country Office's‘Reimbursable support services resources
for $630,694.

{b) Borrowing from the cost-sharing resources for $939,306. This interest-free
borrowing is reimbursable from the Country Office extrabudgetary resources. As at
31 December 1998, the full amount of the borrowing has been paid off.
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This asset which has been exceptionally capitalized is shown under the Regular
Resources.

Note 15

Reserves for staff separations and transitional measures and United Nations
House Programme

(a) Reserve for staff separations and transitional measures
The Governing Council, at its fortieth session in 1993, approved the use of the
1992-1993 budget savings to support a smooth implementation of the 1994-1995 budget
strategy. Accordingly, the reserve for transitional measures and the reserve for

budgeted separations were established with the initial amounts of §7,200,000 and
$6,359,000 respectively.

Based on the same principle, the Executive Board, at its third regular session
in 1995, approved additional resources to be set aside for the implementation of
the 1996-1997 budget strategy. In accordance with this decision, $8,400,000 and
$14,000,000 were transferred from the UNDP's Regular Resources to the reserve for
transitional measures and the reserve for budgeted separations.

The Executive board, at its first regular session in 2000, approved the
establishment of two reserves for separations and transitional measures amounting
to $7.0 million and $1.5 million respectively.

The unexpended balance of the reserve for transitional measures shown in
statement II.1 consists of:

Balance at Payments/adjustments Balance at
1 January 1598 made during the biennium 31 December 1999

(thousands of United States dollars)

Balance in relation to the 1994- -
1995 budget strategy 84 (84)

Balance in relation to the 1996-
1997 budget strategy 50 (50)

Balance in relation to the 2000-

2001 budget strategy _ 1 500 1 500

Total 134 1 366 1l 500

The reserve for budgeted separations shown in statement II.1 consists of:

Balance as at Payments adjustments Balance as at
1 January 1998 made during the 31 December 1999
biennium

{thousands of United States dollars)

Balance in relation to the 2000-2001
budget strategy - 7 000 7 000

Total - 7 000 7 000
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Disbursements against these reserves are in addition to expenditure incurred

against appropriations approved by the Executive Board in the recurrent Biennial
Support Budget.

(b) United Nations House Programme

At its first regular session in 2000, the Executive board approved the
establishment of ‘a capital reserve in the amount of $3.8 million dollars as a
charge from UNDP general resources. This amount will cover relocation costs, such
as renovations, furniture, fittings and moving costs.

“Balance as at 1  Payments/adjustment  Balance as at 31
January 1998 during the biennium December 1999

(thousands of United Stated dollars)

Balance in relation to the 2000-2001
Budget strategy

- 3 800 3 800

Total - 3 800 3 800

Note 16
Unspent allocations and future commitments

(a) Unspent allocations

Unspent allocations issued against UNDP's resources for programme expenditure
(excluding National Execution) as at 31 December 1999 amount to approximately $344
million ($702 million in 1997), against which forward commitments reported by
executing agencies are approximately $12 million ($56 million in 1997).

(b) Leasehold commitments

Future leasehold commitments against the Regular 'Resources as at 31 December
1999 amount to $66.7 million ($75.8 wmillion in 1997) for Headquarters and . $52.7
‘million ($6.7 million in 1997) for Country Offices. The figures for the country

offices include longterm leases signed for the following period:

Country Office Lease end date
Angola 23 June 2080
Ethiopia 04 October 2077
Jordan : 30 November 2079

" 'Moldova 17 July 2093

{c) End-of-service and post-retirement liabilities

Consistent with Note 2(c) above, the United Nations Development Programme has
not specifically accrued for liabilities for after-service health insurance costs
or liabilities for other types of end-of service benefits, which will be owed when
staff members leave the Organization. The disbursements incurred in the financial
period when staff members terminate are reported as current expenditures.
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{1) End-of-service liabilities

Cost relating to annual leave dues as at 31 December 1999 are estimated at
$22.92 million.

The contingent liability resulting from the termination benefits that UNDP will
be required to pay to its staff members in future years is estimated as at 31
December 1999, to be $18,944,583 in respect of repatriation grants and $4,980,110
in respect of termination indemnity.

(ii) Post-retirement benefits

In order to gain a better understanding of the financial dimensions of the
Organization’s liabilities for after-service health insurance, a consulting actuary
was engaged in 1999 to carry out an actuarial valuation of post-retirement health
insurance benefits as at 1 January 1999. On the basis of that study, it has been
estimated that United Nations Development Programme liability as at 31 December
1999- for after-service health insurance benefits covering all participants, is as

follows:
Present value of future benefits Accrued liability
{thousands of United States dollars)
Gross Liability 383 429 297 420

Offset from retiree
Contribution 70 549 56 078

Net Liabilities 312 880 241 342

(1i4) The present wvalue of future benefits figures shown above are the
discounted values of al benefits to be paid in the future to all current retirees
and active employees expected to retire in the future. The accrued liabilities
represent those portions of the present values of benefits that have accrued from
the staff member's dates of entry on duty until the valuation date. Active staff

members' benefits are fully accrued when the staff members have reached their dates
of full eligibility for benefits.

(d) Pension benefits

UNDP is a member organization participating in the United Nations Joint Staff
Pension Fund (UNJSPF) which was established by the United Nations General Assembly
to provide retirement, death, disability and related benefits. The Pension Fund is
a funded defined benefit plan. The financial obligation of the organization to the
UNJSPF consists of its mandated contribution at the rate established by the United
Nations General Assembly together with any share of any actuarial deficiency
payments under Article 26 of the Regulations of the Fund. Such deficiency payments
are only payable if and when the United Nations General Assembly has invoked the
provision of Article 26, following determination that there is a requirement for

deficiency payments based on an assessment of the actuarial sufficiency of the Fund
as of the valuation date.
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(e) Tanzania air crash

On 5 December 1980, four UNDP staff members died in an air crash in the United
Republic of Tanzania. As a result, UNDP received insurance proceeds totaling
$623,948 from which it pays compensation to the beneficiaries of the air crash
victims. The remaining balance of these proceeds was fully utilized in 1996. Since
then compensation payments are reported as expenditure in the year the payments are
made. Payments of $129,302 were maderduring current biennium.

Note 17
Unliquidated obligations (ULOs)

The balance of ULOs shown in statement II consist of:

1999 1997

{thousands of United States dollars)

Executing agents , ) 7 84 234 104 184
Biennial. support budget 30 400 23 569
Reimbursable support services, RFA and Special
Activities 5 841 3 423
T Total 120 475 131 176
Regular resources - N - 64 434 68 368
Cost-sharing L ... ... ..50200 59 385
Reimbursable support services 4 498 3 348
Reserve for Field Accommodation 24 . 30
Special activities 1 319 45
Total 120 475 131 176
Note 18

Outstanding commitments of the Reserve for Field Accommodation
Unpaid invoices and commitments to contractors and sub-contractors against the

Reserve for Field Accommodation total approximately $1.8 million as at 31 December
1999 (1997: $2.7 million). These invoices are not accrued in the current biennium.
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Note 18
Inter-Agency Procurement Services Office (IAPSQ)

(a) Accounts payable

The amount of $14,530,733 ($10,423,722 in 1997) shown in schedule 6.4
represents advances received relating to direct procurement.

(b) Biennial support budget

IAPSO core support budget of $3,493,100 ($3,876,825 in 1997) is included in the
amount for regular resources in the biennial support budget and detailed in
schedule 3.

(c) Basis of accounting

IAPSO direct procurement activity is accounted for on a cash basis.

(d) Trading activities

The trading activities of IAPSO for the biennium 1998-1999 generated gross
revenue of $137.2 million ($119.6 million in 1997). Based on the activities
IAPSO earned procurement handling fees and other fees amounting to $7.1 million
($5.7 million in 1997) as shown in schedule 6.4.

Note 20
Special activities (schedule 6.5)

(a) Support to the UN Resident Coordinator Activities (SRQC)
The SRC activities are to support:
(1) collaborative programming;
(ii) follow-up to major international conferences;
(iii) United Nations system public information activities;

(iv) review and planning of United Nations system shared services and common
premises;

(v) special assignments.

For the biennium ended 31 December 1999, total expenditure incurred with
regards to these activities amounted to $690,504.

The portion of the SRC funded from specific contributions is shown under
Special Activities. The remaining portion of the SRC $21,033,368 is funded by the
core resources and therefore presented under the Regular Resources in statement 1.1

(b) Unified coding system

Up to 31 December 1395, the net resource available ($400,000) for this special
activity was included in the accounts payable. It was reclassified in Special
Activities to better reflect the nature of the operations.
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(e¢) Others

Other various activities have also been reclassified from Accounts Payable to
Special Activities (e.g., Centre of . Experimentation - SEED).

Note 21
Amounts due to/from Funds and Trust funds administered by UNDP

UNDP receives contribution for, and makes advances to, Funds and Trust Funds
that it administers. The balance of these transactions at 31 December 1999 is shown
in schedule 7 for Funds and statement II for Trust Funds.

Note 22
Trust Fund to Combat Desertification and Drought (UNSO)

(a) Méndate and goals

To address the effects of the severe drought in the Sahel region in Africa in
the early 1970s, the Secretary-General of the United Nations in 1973 established
the United Nations Sahelian Office, under the acronym UNSO. In 1977, UNSO was
placed under UNDP's administration. In 1978, its mandate was extended to assist,
on behalf of UNEP, the countries of the Sudano-Sahelian region in their
implementation of the 1977 World Plan of Action to Combat Desertification.

In Agenda 21 adopted at UNCED in 1992, UNSO was explicitly called upon to
assume a major advisory role and participate effectively in the implementation of
Agenda 21 provisions related to combating drought and desertification, and to land
resource management, and to share its experience in this respect with all relevant
countries, in particular those in Africa, with special attention to countries most

affected or classified as least .developed countries (ch. 38.27). The UNDP
Governing Council and the General Assembly in June and December 1993 respectively
endorsed this extension of UNSO's mandate. in 1995, the UNDP Executive Board and

ECOSOC endorsed the renaming of UNSO to Office to Combat Desertification and
Drought, while retaining its familiar acronym.

In response to the Executive Board's call for greater functional integration
of UNSO into UNDP, the Administrator in 1994 Dbrought together UNSC and several
other environment-related units in the new Sustainable Energy and Environment
Division (SEED). Today, UNSO may be characterized as a Special Programme in
dryland management, desertification control and drought mitigation. Its principal
goals are to spearhead UNDP's support to affected programme countries in the
implementation of the United Nations Convention to Combat Desertification (UNCCD),
and to serve as the principal global advocate for an integrated approach to dryland
degradation and poverty eradication in conformity with UNDP's broad Sustainable
Human Development agenda.

Within a broad programme approach UNSO, inter alia:

- provides technical support and/or catalytic funding to the launching of the
participatory and integrated processes called for under the UNCCD to
formulate and implement National, Sub-regional and Regional Action Programmes
(NAP/SRAP/RAP) to combat desertification and promote sustainable livelihoods
in the world's drylands;
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- develops and tests new, innovative concepts and approaches to policy and
programme formulation in dryland management and on cross-cutting issues
critical for successful implementation of the CCD and facilitates access to
these through technical publications training and capacity-building;

- facilitates documentation dissemination, and exchange of knowledge,
experience and best practices within the framework of selected thematic
programme areas (water management, local level natural resource management,
pastoral development, environmental information systems (ELS), etc.);

- promotes awareness on dryland development issues and facilitates mobilization
of resources and partnership building with relevant intergovernmental and
nongovernmental agencies to avoid duplication of efforts and to optimize the
use of resources available for the implementation of the Convention CCD.

(b) Combined accounts

In light of the above evolution in UNSO's mandate, the Administrator in 1995
established' a Trust Fund to Combat Desertification and Drought. Appropriate steps
were- taken, including consultations with the UN legal services, to proceed towards
a consolidation of the Trust Fund under the former mandate with the new Trust Fund.

In the meantime, the activities of these two Funds have been combined as shown
in schedule 5.2. The status of income received and expenditure incurred for the
current biennium are as follows: .

United Nations Trust Trust Fund to combat
Fund for Sudano- Desertification and
Sahelian Activities Drought Total

(thousands of United States dollars)

Unexpended resources as at 1 January

1998 14 509 8 863 23 372
Income received 1 691 5 008 6 699
Expenditure incurred (9 130) (6 270) (15 460)
MSA interfund Transfers (101) 82 (19)
Refunds to donors (120) (120)

Unexpended resources as at
31 December 1999% 6 849 7 683 14 532
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{(¢) Unliquidated obligations (ULOs)

The balance of ULOs shown in schedule 5.2 consist of:

1999 1997
(thousands of United States dollars)
Executing agents 145 238
Biennial support budget 85 29
UNDP/UNEP joint Venture activities - -
Total 230 267

(d) Reimbursable support services

The balance of reimbursable support services (formerly extrabudgetary) of
$44,250 as at 31 December 1999 was transferred to Regular Resources in accordance
with_the instruction from UNSO’s management.

(e) Unspent allocations and Unexpended resources

The amounts shown in schedule 5.2 consist of:

Uhapént allocations ~ Unexpended resources

1999 1997 . 1555 1997
(thousands of United States dollars)

Regular Resources 2 538 3 668 6 427 11 831
Cost-sharing 5 030 8 590 5 432 6 842
Sub-trust funds 1 977 4 092 2 560 4 283
Management Sexrvice Agreements - - 113 416

Total 9 545 16 350 14 532 23 372

Unspent allocations exceeding cost-sharing resources of $402 317 were issued on
the basis of contributions receivable totaling $258 158. This amount is included
in the contributions receivable amount of $292 585 shown in note 35.

(£) Write-offs

In the normal course of business, advances were made to Governments to enable
implementation of Nationality Executed (NEX) projects. Amounts adding up to
$1,400,479 have been written off in these financial statements and are included in
other expenditure in schedule 5.2.
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Note 23
Trust Fund for the Global Environment Facility

(a) Mandate and goals

The Trust Fund for the Global Environment Facility (GEF) was established for
the receipt and administration of funds to finance UNDP's preinvestment studies,
technical assistance and training for global environment policies, programmes and
projects. The agreement between UNDP and the World Bank, as Trustee for the Global
Environment Facility, was signed on 29 April 1991. As stated in the "Instrument
for the Establishment of the Restructured Global Environment Facility":

- The GEF shall operate, on the basis of collaboration and partnership among
the Implementing Agencies, as a mechanism for international cooperation for
the purpose of providing new and additional grant and concessional funding
to meet the agreed incremental costs of measures to achieve agreed global
environmental benefits in the following focal areas:

- (i) climate change
(ii) Dbiological diversity
(iii) international waters
(iv) ozone layer depletion.

- The agreed incremental costs of activities concerning land degradation,
primarily desertification and deforestation as they relate to the four
focal areas shall be eligible for funding. The agreed incremental costs of
other relevant activities under Agenda 21 that may be agreed by the Council
shall also be eligible for funding insofar as they achieve global
environmental benefits by protecting the global environment in the four
focal areas.

- The GEF shall ensure the cost-effectiveness of its activities in addressing
the targeted global environmental issues, shall fund programs and projects
which are country-driven and based on national priorities designed to
support sustainable development and shall maintain sufficient flexibility
to respond to changing circumstances in order to achieve its purposes.

UNDP will play the primary role in ensuring the development and management of
capacity building programs and technical assistance projects. Through its
global network of field offices, UNDP will draw upon its experience in human
resources development, institutional strengthening, and non-governmental and
community participation to assist countries in promoting, designing and
implementing activities consistent with the purpose of the GEF and national
sustainable development strategies. Also drawing on its intercountry
programming experience, UNDP will contribute to the development of regional and
global projects within the GEF work program in cooperation with the other
Implementing Agencies.

(b) Interest income

In August 1996, an investment account was established for this trust fund.
Interest income earned from these investments are recorded to the general resources
in the same year it is earned. This differs from the policy in prior periods where
interest earned from investments commingled with UNDP resources are credited to the
trust fund accounts one year in arrears. However, interest income on Sub trust
funds will continue to be credited one year in arrears.
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¢) Unliquidated obligations (ULOs) d.1

The balance of ULOs shown in schedule 5.2 consist of:

1999 1997
(Thousands of United States dollars)
Executing agents 7 425 8 423
Biennial support budget 1 125 206
Total ‘ ‘ 8 550 8 629
(d) Unspent allocations and Unexpended resources
The amounts in schedule 5.2 consist of:
Uhspen£ allocations Upexéended Resources
. _ 1999 , 1997 i 1959 1997

(thousands of United States dollars)

Regular Resources 301 922 152 146 12 500 29 493

Cost-sharing 1 806 1 512 13 032 6 271

Sub trust funds 1 127 2 896 1 949 3 455

Management Service Agreement - - 154 -
Total 304,855 156 554 27 635 39 218

~ The unspent allocations for Regular Resources include $30,861,440 allocated to
the Small Grants Programme. Allocations exceeding Regular Resources in the amount
of $291,834,131 were issued on the basis of letters of commitments from the World
Bank as Trustee of the GEF Trust Fund confirming allocations of $700,123,500 to
UNDP. The amounts receivable under this wmechanism are not included in the
contributions receivable shown under note 34. Funds are remitted by the Trustee as
required by UNDP/GEF. To date, a total of $421,974,745 has been received.

Note 24
Multilateral Fund for the Implementation of the Montreal Protocol

(a) Mandate and goals

The stratospheric ozone layer prevents most ultraviolet radiation from reaching

earth. This ozone layer is under intense attack by chloroflorocarbons ({CFCs),
halons and other ozone-depleting substances (ODS) used as refrigerants, foaming
agents, aerosol propellants, fire retardants, solvents, and fumigants. The

depletion of the ozone layer allows more radiation to reach the earth raising the

incidence of skin cancer and cataracts, and affecting agriculture, fisheries and
biological diversity.

The Montreal Protocol (1987) sets out the time schedule for freezing and
reducing consumption of these ODS. Developed countries have already eliminated
most of these ODS consumption; developing countries have a grace period. A
Multilateral Fund was established under the Montreal Protocol to assist developing
countries eliminate these ODS; it is funded by developed countries (since they had
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contributed the most) to the ozone layer depletion problem. The Multilateral Fund
during 1991-1996 approved $530 million in projects to eliminate 77,000 ODS tonnes.
An additional $540 million has been approved for the three-year period 1997-1999.

UNDP is one of four implementing agencies under the Multilateral Fund (with
UNEP, UNIDO, and the World Bank). UNDP assists 60 countries (51 under the
Multilateral Fund and 9 under the GEF) to implement national programmes to phase
out CFCs, halons and other ODS through:

(i) national country programme formulation

(ii) technical training and .demonstration projects

(iii) institutional strengthening/national capacity building
(iv) technology transfer investment projects.

UNDP helps governments and industry design, implement, monitor and evaluate ODS
phase out projects and programmes in the aerosols, foams, solvents,
refrigeration/air-conditioning and fire-extinguishing sectors, covering large,
medium and small-scale enterprises. UNDP has also started working on demonstration
projects to test alternatives to the use of methyl bromide - a pesticide which
contains CFCs, in agricultural uses. The programme comprises a mix of UNOPS-
executed (80 per cent) and nationally executed (20 per cent) activities. UNDP is
also assisting Australia, Denmark, Sweden and the USA implement certain bilateral
programmes under the Multilateral Fund.

(b) Interest income

In December 1996, an investment account was established for the trust fund.
Interest income earned from these investments are recorded to the general resources
in the same year it is earned. This differs from the policy in prior periods where
interest earned from investments commingled with UNDP resources are credited to the
trust fund accounts one year in arrears. However, interest income on Sub trust
funds will continue to be credited one year in arrears.

(c¢) Unliguidated obligations (ULOs)

The balance of ULOs shown in schedule 5.2 consist of:

1999 1997

(thousands of United States dollars)
Executing agents 11 804 15 564
Biennial support budget 156 43
Total 11 860 15 607
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(d) Unspent allocations and Unexpended resources

The amounts in schedule 5.2 consist of:

Unspent'Allocacions ) ' -Unexpended Resources
1999 - — 1997 1999 1997
(thousands of United States dollars)

Regular Resources 65 302 54 281 95 826 84 394
Sub trust funds 529 1083 - 786 486

Total 65 831 ~ 55 364 96 612 84 880
Note 25

“ Capacity 21" Trust Fund
(a) Mandate and Goals

"Capacity 21" Trust Fund was established by the Administrator in 1993,
subsequent to the Governing Council's decision, as an initiative to help countries
implement Agenda 21. Agenda 21 is the agenda for actions agreed to at United
Nations Conference on Environment and Development (UNCED) . -

The mission of "Capacity 21" is to pilot innovative methods of implementing
Agenda 21 by helping selected countries to design and implement capacity building
programmes for sustainable develcopment. "Capacity 21" will ensure that, in
addition to substantial progress being made by the pilot countries in the
achievement of sustainable forms of development, a body of knowledge will be built
up that will be of material benefit to other countries that are implementing Agenda
21. ’

(b) Unliguidated obligations (ULOs)

The balance of ULOs shown in schedule 5.2 consist of:

1999 1997
(thousands of United States dollars)

Executing agents ' o 797 _ 623
Biennial support budget _ 58 31
Total 855 ' §54
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c) Unspent

allocations and Unexpended resources

The amounts in schedule 5.2 consist of:
Unspent Allocations Unexpended Resources
1599 1997 1999 1997
(thousands of United States dollars)
Regular Resources 16 136 16 274 41 368 46 711
Cost-sharing 284 599 50 114 .
Sub trust funds 632 1 366 1 526 2 277
Total 17 052 18 239 42 944 49 102
Note 26

_UNDP Energy Account

a) Mandate

and goals

Established by the UNDP Governing Council in 1980, the UNDP Energy Account is
the channel for specific contributions for energy activities within the context of
the UNDP Initiative for Sustainable Energy. These activities are aimed at
promoting sustainable energy strategies including:

222

Utilising renewable sources of energy to meet the basic energy needs of
rural communities and focusing on energy efficiency in residential,
commercial and industrial sectors (while renewable energy systems are
environmentally benign and have demonstrated their reliability under a wide
range of conditions, energy efficiency measures can, at a minimum, reduce
carbon dioxide emission and postpone investment by delaying construction of
new fossil fuel-based power plants).

Contribution to innovate financing mechanisms such as FINESSE (Financing
Energy Services for Small scale Energy-user) to identify and promote ways to
provide technically feasible and economically viable renewable energy and
enexrgy efficiency services to various types of energy users.

Mobilizing support for indigenous capacity building so that counties can
identify and make use of new approaches and technologies opportunities as
well as train entrepreneurs and implement new financial/credit modes.

Encouraging countries to create a supportive legal, institutional and
regulatory climate for sustainable energy development.
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(b) Unliquidated obligations (ULOS)

‘The balance of ULOs shown in schedule 5.2 consist of:

1999 . 1997
(thousand of United States dollars)

Executing agents . . 70 37

Biennial support budget - 11 10
Total 81 a7

(¢) Unspent allocations and Unexpended resources

The amounts shown in schedule 5.2 consist of:

~ Unspent allocations Unexpended resources

.. o . - ~ 1999 : 1997 1999 1997

P v T - - (thousands of United States dollars)

Regular Resources and Cost-sharing 1 458 2 217 3 301 2 874
. Sub trust funds - - ) - 4
Total 1458 2 217 3 301 Z 878

Note 27

UNDP Fund for the Programme of Assistance to the Palestinian People

(a) Mandate and goals

UNDP's Programme of Assistance to the Palestinian People (PAPP) has been
operational in the West Bank and the Gaza Strip since 1980, having been mandated by
the Governing Council to undertake both technical and capital assistance projects.

PAPP is a decentralized assistance programme which reports directly to the Office
of the Administrator. Most of the activities supported by UNDP are directed at
strengthening newly created Palestinian institutions and creating employment
opportunities in the Occupied Territories.

Since the establishment of the Palestinian Authority in the West Bank and
the Gaza Strip in May 1994, there has been a redefinition of UNDP/PAPP's strategies
and programme initiatives. As mandated by the Programme Framework, UNDP/PAPP's
primary counterpart for development activities is the Palestinian implementation

capacities of the Palestinian Ministries, municipalities and village councils, and

civil society organizations. In conjunction with the Palestinian Authority, UNDP
is also identifying and launching longer-term types of initiatives which are
essential to the long term development of the Palestinian Territories. Whenever

possible, UNDP uses Palestinian implementation networks and expertise.

UNDP under the auspices of PAPP has sought to improve the social, economic, and
environmental conditions for all Palestinians in the Occupied Territories by
implementing specific projects. The development and assistance strategies have
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resulted from a joint assessment of the top priorities in each sector by UNDP/PAPP
and the Palestinian Authority. The projects reflect a realistic view of what is
achievable and readily-implementable in each sector, as well as attempt to narrow
down those practically unlimited range of development needs in the West Bank and
the Gaza Strip to those specific projects that will provide the most tangible and
visible results to the Palestinian people.

These projects have focused on four basic areas: public administration,
economic development, human development and environmental management.

(b) Unliquidated obligations (ULOs)

The amounts shown in schedule 5.2 represent unliquidated obligations of
executing agents.

(c) Unspent allocations and Unexpended resources

The amounts shown in schedule 5.2 consist of:

Unspent allocations Unexpended resources
1989 1997 1999 1997
{thousands of United States dollars)

Regular Resources 30 204 31 816 34 699 36 477
Sub trust funds 3 708 5 978 1 823 2 856
Total 33 912 37 794 36 522 39 333

Unspent allocations for Sub trust funds exceeded available resources in the
amount of $3,321,000 ($3,199,841). As at 31 December 1999 there was no
contribution receivable ($3,026,316 in 1997) as shown in note 34.

(d) Other accounts receivable

The balance shown in schedule 5.2 consists of recoverable advances paid with
regard to the Value Added Tax (VAT).

(e) Endowment Fund

A contribution of $3,000,000 was received from the Government of Japan in 1998
for the establishment of an Endowment Fund. The objective of this Endowment
Fund is to strengthen the planning and managerial capacities of Palestinian
institutions, in order to promote sustainable socio-economic development.

That contribution has formed the principal of the Endowment Fund and has been
invested separately for PAPP. It is included in the investment amount of
$37,551,000 (nil in 1997) in Schedule 8.

Under the Endowment Fund mechanism and implementation arrangements, the
principal amount will not be available for programming until such time as the
Government of Japan and/or UNDP agrees to terminate the Endowment Fund.
However, interest earned on the fund will be credited to PAPP and become
available for programming.
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PAPP has established a sub-trust fund project (PAL/98/J07). Investment income
generated from the Endowment Fund serves as the source of funding for
activities undertaken through this project. This project is included in
Schedule 5.1. Throughout the 1life of the Endowment Fund, a number of
Palestinian institutions and their personnel will benefit from training
opportunities and support to be provided through the project.

Note 28 .
UNDP Trust Fund for Rwanda

(a) Mandate and goals
The UNDP Trust Fund for Rwanda was created in April 1995 to enhance UNDP

programme activities in support of the Government of Rwanda's Programme of National
Reconciliation and Socio-economic Rehabilitation and Recovery as presented at the

Geneva Round Table Conference in January 1995. The purpose of this Fund is to
provide assistance to interested governments and organizations in the following
areas:

Restoration of the administrative capacity of the state, including non-
traditional development expenditures, such as salaries and also judiciary

- "Recovery of economic activity

- Rehabilitation of social sectors

- Resettlement and reintegration of refugees and displaced persons.

(b) Unliquidated obligations (ULOs)

The amounts shown in schedule 5.2 represent unliquidated obligations of
executing agents.

(c) Unspent allocations and Unexpended resources

The amounts shown in schedule 5.2 consist of:

Unspent allocations Unexpended resources
1999 1997 1989 1997
Thousands of United States dollars

Regular Resources 23 778 14 954 19 958 35 571

Sub trust funds ' 2 338 8 570 8 903 6 310
Total 26 116 ~23 524 78 861 41 881

Unspent allocations for four Sub trust funds exceeded their available resources
in the amount of $1,231,000. Contributions receivable for these Sub trust funds
amount to $17,007. This amount is included in the contributions receivable of
$6,301,613 shown in note 35.
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(d) Expenditure

The amount of $1,121,000 shown in schedule 5.1 comprises agency support cost
of $639,000 and UNDP support cost of $482,000. The UNDP support cost of $482,000
is also included in the amount of $944,000 shown in schedule 5.2.

Note 29

Perez-Guerrero Trust Fund for Economic and Technical Cooperation among
Developing Countries

In accordance with the General Aésembly’s decision at its forty-first session
in 1996, $5 million of the trust fund’s resources are held in perpetuity. It was

also decided that only interest earnings from the Fund’s investments would be
available for programming.

Note 30
- United Nations Capital Development Fund

(a) Mandate and goals

UNCDF is a multilateral donor organization under the administration of the
United Nations Development Programme. It works to reduce poverty in least
developed countries through strengthening local government and community
institutions, enhancing the private sector, creating mechanisms for the provision

of credit to the poor and swapping capital investments for the envirommentally-
sound use of natural resources.

The General Assembly established UNCDF as an autonomous organization within the
United Nations System in resolution 2186 (XXI) of 13 December 1966. It was further
decided, through resolution 2321 of 13 December 1966, that the UNDP Administrator
would administer the Fund and serve as its Managing Director while the UNDP
Governing Council would act as the Fund's Executive Board.

(b) Cash
The amounts shown in schedule 7 consist of:
1599 1997
(thousands of United States dollars)

US dollar accounts ’ - a 128
Convertible currencies - 1
Accumulating non-convertible currencies 471 460
Total 471 589
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The amount of $2,667,059 ($5,636,840 in 1997) shown in schedule 7 represents
the total outstanding loans made by the Fund to the governments of Benin, Botswana,
Burkina Faso, Ghana, Mali, Nepal and Senegal. No advances were made during the
current biennium. The status of these loans is as follows:

] .
. ~ ! N Lo -

Outstanding
Loan amount ) . . loan amount
Recipient Project as at as at
Country ’ number .1 January 1998 Repayments . 31 December 1999

(thousands of United States dollars)

Benin RAF/94/CO2 200 - 200
Botswana BOT/87/C02 715 ' -
BOT/87/C05 2 685 1 342 _ 1 343
3 BOT/87/CO6 1 092 ‘ 783 ] 309
Burkina Faso RAF/94/CO2 200 - 200
Ghana RAF/94/C0O2 200 - ST T 300
Mali . RAF/94/C02 200 - 200
Nepal B ° NEP/85/CO01 145 130 15
Senegal RAF/94/CO2 200 . T ... 200
Total ‘ 5 637 2 870 » Zdéé7
These loans are repayable over a period of 10 years. The amount due fo¥'1999 and

prior years is $215,259 ($36,332 in 1997).
(d) Unliquidated obligations (ULOs)

The balance of ULOs shown in schedule 7 consist of:

1955 ‘ 1997
{thousands of United States dollars)

Executing agents 2 130 - 6 437
Biennial support budget and others 1 206 . 241
Total 3 336 6 678
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(e) Operational reserve

The Governing Council, at its twenty-sixth session in 1979, approved the
establishment of an operational reserve at the level of at least 20% of project
commitments and contingent liabilities for guarantees entered into by the Fund in
respect of bank loans to Governments (excluding Sub trust fund and cost-sharing

arrangements) . In line with this decision, the operational reserve originally
established in 1979, was adjusted to $45,000,000 as at 31 December 1997 as shown in
schedule 7.

(f) Unspent allocations and future commitments

The unspent allocations as at 31 December 1999 amount to $8,643,563
(622,213,749 in 1997). However, total commitments made under the partial funding
system amount to $236,381,000 ($224,948,000 in 1997) .

The partial funding system was originally approved by the Governing Council in
1979. At its thirty-fourth session in 1982, the Council reviewed the system and
modified the formula for calculating the allowable ceiling of outstanding
commitments to be the sum of liquid resources, exclusive of the operational
reserve, plus five years of anticipated voluntary contributions.

The total commitments shown above consists of:

1999 1997

(thousands of United States dollars)

Regular Resources 230 829 221 737
Cost-sharing 351 218
Sub trust funds 5 201 2 993

Total 236 381 224 948

The commitments shown are well within the limit set under the partial funding
system.

Note 31 ) .
United Nations Revolving Pund for Natural Resources Exploration (UNRFNRE)

(a) Mandate and goals

UNRFNRE was established in 1973 in accordance with General Assembly resolution
31/67 as a trust fund to be administered by the United Nations Development
Programme (UNDP).

Tts mandate is to extend and intensify the activities of the United Nations
system in the field of natural resources exploration in developing countries
through the sharing of the risks involved. At the same time, it is to provide a
means for mutual assistance and cooperation in this field.
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As a member of SEED (Sustainable Energy and Environment Division) since July
1996, UNRFNRE is currently expanding its position as a catalyst for the sustainable
development of natural resources.

Under the «concept of the Sustainable Development, the Revolving Fund
demonstrates the following features:

- Replenishment contribution is a unique feature of the Revolving Fund. If an
exploration project results in the discovery of a deposit of development,
the concerned government would repay at a rate of two per cent of the gross

- annual value of production (one per cent for the least-developed countries)
for a period of 15 years, until a ceiling of 10 times total project costs at
constant prices is attained.

- Exploration of minerals focused on deposits appropriate for small-scale
mining among the socially and economically less stable developing countries,
thereby filling the gap that exists where private mining companies are not
willing to implement exploration in spite of high mineral potential.

< Exploration of geothermal energy aiming at environmental friendly-clean
energy in developing countries for the purpose of reducing dependence. on
oil, which in many cases, has to be imported and will cause environmental
degradation.

- Environmentally sound research and development activities in the area of
mining-related pollution.

(b) Unliquidated obligations (ULOs)

The balance of ULOs shown in schedule 7 consist of:

1999 1997
~(thousands of United States dollars)

Executing agents - 34
Biennial support budget : ) . ) 61 2
Total 61 36

(c) Unspent allocations and Unexpended resources

The amounts shown in schedule 7 consist of:

Unspent allocations Unexpended resources

1999 1957 1999 1997
{thousands of United States dollars)

Regular Resources 901 340 3 068 3 111
Sub trust funds 18 18 37 32
Total 919 358 ) 3 105 3 143
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Note 32
United Nations Fund for Science and Technology for Development (UNFSTD)

{a) Mission and goals

UNFSTD was set up by the Vienna Conference in 1979 to deal more effectively
with science and technology matters in a multilateral framework.

Its mission is to accelerate sustainable development by playing a special role
within the UN system to promote Transfer of Technology and build Endogenous
Capacity. It provides assistance in priority areas such as:
(i) science and technology policy and capacity building;
(ii) technology innovation and entrepreneurship development;
(iii) information technology and technology information;

(iv) quality control and maintenance; and

(v) new and renewable energy.

{(b) Unspent allocations and Unexpended resources

The amounts shown in schedule 7 consist of:

Unspent allocations Unexpended resources
1999 1997 1999 1997
(thousands of United States dollars)

Regular Resources - 391 315 792
Cost-sharing ~ - 27 27
Sub trust funds : 31 390 351
Total - 422 732 1 170

(c) UNFSTD's future

The Fund plans to conclude its activities in 2000.

Note 33
United Nations Development Fund for Women (UNIFEM)

(a) Mandate and goals

In its resolution 39/125 of 14 December 1984, the General Assembly established
the United Nations Development Fund for Women (UNIFEM) to play an innovative and
catalytic role in the promotion of women's empowerment and gender equality. More
specifically, the Fund's mandate is:
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- to support innovative and experimental activities benefiting women, in 1line
with national and regional priorities;

- to serve as a catalyst, with the goal of ensuring the appropriate
involvement of women in mainstream development activities, as often as

possible at the pre-investment stage;

-~ to play an innovative and catalytic role in relation to the United Nations
overall system of development cooperation. )

(b) Unliquidated obligations (ULOs) .

The balance of ULOs shown in schedule 7 consist of:

1999 19987
(thousands of United States dollars)

'

Executing agents . o .1 114 1 133

Biennial support budget . 497 51

Total 1 611 1 184

(c) Partial funding system and operational reserve

In accordance with the Executive Board 1995 decision, UNIFEM has been operating
under the full funding system since 1 January 1995. The Executive Board
temporarily suspended the requirements of the operational reserve and granted
UNIFEM the use of UNDP’s overdraft facility during the period 1995-1997 up to a
maximum drawdown of $4.5 million to cover its prior commitments. No drawdown from
the overdraft facility was made.

At its third regular session in September 1996, the ExXecutive Board agreed to
the re-establishment of the operational reserve at the initial level of $3.0
million, (decision 96/43). The Executive Board at its annual session on 17 January
1997 approved a modified partial funding modality to determine programme approval
levels and associated operational reserve balance.

Under the partial funding modality, the maximum approved level for programming
over a three-year period should be the net of a conservative estimate of income
realization for the next three years minus administrative costs for that same
period. A very conservative estimate of income to be realized for the first year
would be equal to the estimated income for that year, calculated on the basis of -
the pledging conference results and direct consultation with donors. The estimate
for the second year would be equal to 50 per cent of the estimated income of the
first year while the estimate for the third year would be equal to 25 per cent of
the estimated income of the first year (i.e., 50 per cent of the estimate for the
previous year). The administrative costs would be by default equal to three times
the current year costs.

The operational reserve would be set at the annual average expenditure over the
programming period, i.e., one third of the maximum programme approval level times
the estimated delivery rate. In accordance with the modified partial funding
modality, the operational reserve has been increased to $6.7 million as of 31
December 1999.
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(d) Unspent allocations and Unexpended resources

The amounts shown in schedule 7.0 consist of:

Unspent allocations Unexpended resources
1999 1997 1999 1997

(thousands of United States dollars)

Regular Resources 8 323 6 549 8 624° 5 768
Cost-sharing 3 929 4 702 3 360 3 505
Sub trust funds 7 293 4 084 4 867 2 159

Total 19 545 15 335 16 851 11 432

Allocations exceeding Cost-sharing and Sub trust fund resources amounting to

$570,574 and $2,423,431 respectively were issued on the basis of contributions

. receivable from Governments in the amount of $752,492 and $1,615,951 respectively.
These amounts are included in the contributions receivable of $2,708,379 shown in
note 34. Contributions receivable shown in note 34 do not include pledges for
future years amounting to $5,589,158.

Note 34
United Nations Volunteers Programme

(a) Mandate and goals

Set by Resolution of the United Nations General Assembly in 1570, under the
general aegis of the United Nations Development Programme (UNDP) , UNV strives to:

232

directly promote volunteer contributions to development by helping to better
define and make known volunteer roles in development; by recruiting and
fielding United Nations Volunteers (UNVs); and by stimulating the
establishment of local volunteer and youth schemes;

provide a global facility, under the UN system, that allows UNVs to serve
people through Governments, UN Agencies, international organizations,
Community-Based Organizations (CBOs) and Non-Governmental Organizations
(NGOs) by direct placement; by helping to establish networks; and by
providing information and channels for contact.

In so doing, UNV demonstrates the following features

a special kind of contribution, noted for its spirit of solidarity and
partnership, to a wide range of technical cooperation (TC) activities

effective support to humanitarian aid programmes
assistance to the UN's peace-making and peace-building activities

targeted support to community-based participatory development, especially
among low income groups in poverty situations
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- the ability to mobilize volunteer human resources from all over the world,
including from developing countries themselves

- the willingness to adjust its policies and procedures to local conditions
and needs

- the advantage of‘building on the UNDP's and the UN System's institutional
presence and development involvement in virtually all developing countries

- ability to provide a flexible response, including the use of mixed teams of
international and national volunteers

- pro-active promotion of volunteer effort in areas of strategic relevance
such as urban development, environmental management and preventive/curative
development.

(b) Biennial Support Budget - Core activities

UNV's Biennial Support Bgdget of M$26,959,391 ($30,287,000 in 1996-1997) is
included in the UNDP Regular Resources Biennial Budget and detailed in schedule 3.

(¢) Recovery of external costs

The Governing Council, at its thirty-ninth session in 1992 revised the
guidelines for the use of the Special Voluntary Fund and the procedures for
recovery of external costs. It was decided that except in situations where special
financing is available, the external costs of volunteers will be charged fully to
project budgets on the basis of a pro forma cost. Any difference between pro forma
costs and actual costs will be absorbed by the Special Voluntary Fund.

During the biennium, external costs totaling $6,072,437 ($7,903,662 in 1996-
1997) were recovered and credited as income of the Fund. This amount is shown as
part of other income of $6,245,113 (7,693,939 in 1996-1997) in schedule 7.
(d) Other accounts receivable and deferred charges
The amount of $5,481,477 ($1,168,638 in 1997) shown in schedule 7 includes the
balance of amounts due from the UN of $3,337,884 (Nil in 1997) for costs and 10%
overhead in respect of Volunteers attached to agency executed project activities.

(e) Unliquidated obligations (ULbs)

The balance of ULOs shown in schedule 7 consist of:

1999 ¢ 1997
[ thousands of United States dollars)

Reimbursable activities 174 -

Special Voluntary Fund activities 29 -

Sub trust fund activities 6 -

Full funded arrangements 6 16
Total 215 16
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(£) Special Voluntary Fund

The Governing Council, at its thirty-ninth session in 1992, decided that the
income accruing to the Special Voluntary Fund, from voluntary contributions and
interest income, be utilized to meet expenditures for pilot and experimental
projects, briefing of UNV specialists and the training of Domestic Development
Services country specialists and field workers, special recruitment campaigns, and

other projects of similar nature. Prior to this decision, 85% of the income
accruing to the Special Voluntary Fund was used to meet external costs of
volunteers. Project budgets were charged an assessed amount to cover external

costs that were not met by the Special Voluntary Fund.

(g) Unspent allocationa and Unexpended resources

The amounts shown in schedule 7 consist of:

Unspent allocations Unexpended resources
- 1999 1997 1859 1897
(thousands of United Statesg dollars)

Regular Resources 11 630 9 794 26 504 23 482
Cost-sharing : - 276 740 162
Sub trust funds 11 061 13 260 15 628 16 800
Fully funded arrangements 4 430 5 391 4 431 5 391
United Nations joint venture - - (1 303) (1 524)

Total 27 121 28 721 46 000 44 311

Of the unspent allocations of Regular Resources, $1,353,600 {$4,131,125 in
1997) represents estimated commitments in respect of repatriation travel and
resettlement allowances for serving volunteers as at 31 December 1999.

(h) Contribution receivable

The amount shown in schedule 7 includes the following:

Contribution receivable
1999
{thousands of United States dollars)

Fully funded arrangements 848
United Nations joint venture 1 302
Total 2 150
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(£) Special Voluntary Fund

The Governing Council, at its thirty-ninth session in 1992, decided that the
income accruing to the Special Voluntary Fund, from voluntary contributions and
interest income, be utilized to meet expenditures for pilot and experimental
projects, briefing of UNV specialists and the training of Domestic Development
Services country specialists and field workers, special recruitment campaigns, and

other projects of similar nature. Prior to this decision, 85% of the income
accruing to the Special Voluntary Fund was used to meet external costs of
volunteers. Project budgets were charged an assessed amount to cover external

costs that were not met by the Special Voluntary Fund.

(g) Unspent allocations and Unexpended resources

The amounts shown in schedule 7 consist of:

Unspent allocations Unexpended resources
.199_9 1997 1999 1997
(thousands of United States dollars)

Regular Resources 11 630 9 794 26 504 23 482
Cost-sharing ~ 276 740 162
Sub trust funds 11 061 13 260 15 628 16 800
Fully funded arrangements 4 430 5 391 4 431 5 391
United Nations joint venture - - (1 303) (1 524)

Total 27 121 28 721 46 000 44 311

Of the unspent allocations of Regular Resources, $1,353,600 ($4,131,125 in
1997) represents estimated commitments in respect of repatriation travel and
resettlement allowances for serving volunteers as at 31 December 1999.

(h) Contribution receivable
The amount shown in schedule 7 includes the following:

Contribution receivable
1999
(thousands of United States dollars)

Fully funded arrangements 848
United Nations joint wventure 1 302
Total 2 150
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