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Summary

This document contains the financial statements for the biennium 2000-~2001 which
have been audited by the United Nations Board of Auditors. The audit statement is provided
in document FCCC/SBI/2002/10.

The Subsidiary Body for Implementation in invited to take note of the information
contained in this document and the report of the external auditors. It may also wish to
propose appropriate actions which may be included in the draft decisions on administrative
and financial matters to be adopted by the Conference of the Parties at its eighth session,
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L. NARRATIVE FINANCIAL REPORT FOR THE
BIENNIUM ENDED 31 DECEMBER 2001

1. The Executive Secretary has the honour to submit herewith the financial report, together with the
accounts for the biennium 2000-2001 ended 31 December 2001, of the United Nations Framework
Convention on Climate Change (UNFCCC). The report is presented in accordance with paragraph 16 of
the Financial procedures for the Conference of the Parties to the United Nations Framework Convention
on Climate Change, its subsidiary bodies and its permanent secretariat {FCCC/CP/1995/7/Add. ).

STATEMENT I

Statement of income and expenditure and changes in
reserves and fund balances

1. Frust Fund for the Core Budget of UNFCCC

2. The amount of $22,567,883 shown in statement I represents indicative contributions from
governments. The amount of $1,389,302 represents voluntary contributions paid by the host country to
the core budget for the biennium 2000-2001 (schedules 1.1 and 1.2). In addition, $954,500 was received
as interest income and $2,041 as other income and $3,421,694 representing contributions not vet
received, thus bringing the total expected income to $24,913,726. Expenditures for the biennium
2000-2001 amounted to $26,472,078, which resulted in a shortfall of income below expenditure of
$1,558,352. The prior period adjustments of $73,396 decreased the shortfall to $1,484,956. This
shortfall is covered from the reserve and fund balances brought forward from the last biennium. The
reserve and fund balance of the core budget amounted to $7,232,179 at the end of December 2001,

II. Trust Fund for Participation in the UNFCCC Process

3. A total amount of $2,856,434 was received during the biennium 20002001 as voluntary
contributions from various governments (schedule 1.1). In addition $61,130 was received as interest
income and $78,265 as other income. Thus the total income of the fund was $2,995,829.

4, The total expenditure, which included $1,990 as loss on exchange, was $3,689,945, resulting in a
shortfall of income over expenditure of $694,116. The prior period adjustment of $116,750 reduced the
shortfall to $577,366.

5. The reserve and fund balance of the fund was $630,239 at the end of December 2001 due to a
transfer of $618,226 from the supplementary fund and $111,898 savings from prior period obligations.

IH. Trust Fund for Supplementary Activities

6. The voluntary contributions to the fund amounted to $5,455,785 for the biennium 2000-2001
(schedule 1.1). Total income in this fund was $5,873,315 after inclusion of interest income of $410,403
and 87,127 as miscellaneouns income.
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7. Total expenditure was $3,426,960, which resulted in an excess of income over expenditure of
$2,446,355. The prior period adjustment of $215,161 increased the excess to §2,661,516.

8. The reserve and fund balance reached $4,426,171 at the end of December 2001 after setting aside
$618,226 as unspent balances for various supplementary activities for refunding to governments.

IV. Trust Fund for the Special Annual Contribution from the Government of Germany

9. $3,174,841 was received from the Government of Germany. Total income in this fund was
$3,286,734 after inclusion of $111,893 as interest income.

10. The expenditure amounted to $3,213,093, which resulted in an excess of income over
expenditure of $73,641. The prior period adjustment of $32,624 increased the excess of income over
expenditure to $106,265.

Tl Together with the savings on prior period expenditure of $250,953 and the refund of $320,312 to
the Government of Germany, the fund balance amounted to $675,496 at the end of December 2001,

V. Trust Fund for Technical Cooperation

12. UNFCCC entered into a basic agreement with the United Nations Fund for International
Partnerships (UNFIP) on 23 August 1999 in which the latter agreed to provide grants for the
implementation of specific projects. Following this agreement, a project was developed on “Engaging
the private sector in clean development mechanism (CDM) project activities under the Kyoto Protocol”,
which would be facilitated by UNFCCC and implemented by the United Nations Development
Programme, the United Nations Industrial Development Organization and the United Nations Conference
on Trade and Development, with the United Nations Development Programme taking the lead.

13. The voluntary contributions to the fund amounted to $1,500,000 for the biennium 2000-2001.
Total income in this fund was $1,527,671 after inclusion of interest income of $27,671.

14, Total expenditure was $442,978, which resuited in an excess of income over expenditure of
$1,084,693.

15. The reserve and fund balance reached §1,084,693.

V1. Special Account for Programme Support Costs

16. The programme support cost income received during the biennium from voluntary contributions
to the fund amounted to $4,296,699 for the biennium 2000-2001. Total income in this fund was
$4,368,208 after inclusion of interest income of $71,509,

17. Total expenditure was $1,929,419, which resulted in an excess of income over expenditure of
$2,438,789.

18. The reserve and fund balance reached $2,438,789.
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STATEMENT I

Statement of assets, liabilities, reserves and fund balances

1. Trust Fund for the Core Budget of UNFCCC

19, The assets of the fund amounted to $11,024,576 and included cash of $5,995,462, indicative
contributions receivable of 83,421,694, inter-fund balances receivable of $744,723, other accounts
receivable of $862,697.

20. The liabilities consisted of other accounts payable of $1,527,579, unliquidated obligations of
$2,005,520 and contributions received in advance of $259,298.

21, The working capital reserve was $1,122,877 by the end of 2001 and the cumulative surplus of the
fund was $6,109,302.

II. Trust Fund for Participation in the UNFCCC Process

22. Total assets of $1,242,831 included cash of $1,237,874 and other accounts receivabie of $4,957.

23. The liabilities consisted of inter-fund balances payable of $128,198 and unliquidated obligations
of $484,394.

24, The cash operating reserve of the fund amounted to $127,612 and the cumulative surplus to
$502,627 at the end of December 2001,

HI. Trust Fund for Supplementary Activities

25. The assets of the fund amounted to $6,282,220, including cash of $6,257,602 and other accounts
receivable of $24,618.

26. The liabilities consisted of inter-fund balances payable of $506,529, other accounts payable of
1,108,804 and unliguidated obligations of $240,716.

27. The cash operating reserve reached $173,225 and the camulative surplus was $4,252,946.

IV. Trust Fund for the Special Annual Contribution from the Government of Germany

28, The total assets of the fund consisted of cash of $1,082,764 and other accounts receivable of
$4,355.

29, The liabilities included inter-fund balances payable of $141,207 and unliquidated obligations of
$270,416.

30. The cash operating reserve of the fund amounted to $196,925 and the cumulative surplus to
$478,571 at the end of December 2001.
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V. Trust Fund for Technical Cooperation

31. The assets of the fund amounted to $1,148,821, which included cash of $708,063, other accounts
receivable of $2,572 and operating funds provided to executing agencies of $438,186.

32. The liabilities consisted of inter-fund balances payable of $64,128.

33. The reserve for allocations amounted to $438,186 and the cumulative surplus was $646,507.

V1. Special Account for Programme Support Costs

34, The assets of the fund amounted to $2,595,150, which included cash of $2,586,634 and other
accounts receivable of $8,516.

35. The liabilities consisted of inter-fund balances payable of $142,836 and unliquidated obligations
of $13,525.

36. The cash operating reserve reached $445,670 and the cumulative surplus was $1,993,119.
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1I. CERTIFICATION OF THE FINANCIAL STATEMENTS

17 May 2002

I certify that the appended financial statements of the United Nations Framework Convention
on Climate Change, numbered I to IV, are fairly stated.

(Signed) Tahar Hadj-Sadok
Officer-in-Charge
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III. NOTES TO THE FINANCIAL STATEMENTS

Note 1 Statement of purpose

The permanent secretariat of UNFCCC was established on 1 January 1996 with the following purposes:

{a) To make arrangements for sessions of the Conference of the Parties and its subsidiary
bodies established under the Convention and to provide them with services as required;

(b) To compile and transmit reports submitted to it;

{c) To facilitate assistance to the affected developing country Parties, on request,
particularty those in Africa, in the compilation and communication of information required under the
Convention;

(d) To coordinate its activities with the secretariats of other relevant international bodies and
conventions;
(e) To enter, under the guidance of the Conference of the Parties, into such administrative

and contractual arrangements as may be required for the effective discharge of its functions;

H To prepare reports on the execution of its functions under this Convention and present
them to the Conference of the Parties;

(g) To perform such other secretariat functions as may be determined by the Conference of
the Parties.

Note 2 Accounting policies
The following are the main accounting policies of UNFCCC:
{a) Rules and procedures

The accounts of the Convention are maintained in accordance with the Financial Regulations of the
United Nations, its own Financial Rules and the United Nations System Common Accounting Standards
(A/48/530) as recognized by General Assembly resolution 48/216 C of 23 December 1993 and
subsequent revisions.

Under the financial procedures adopted by the Conference of the Parties, the Executive Secretary
prepares the administrative core budget for the following biennium and submits it to the Conference of
the Parties for its consideration and approval. The approved budget constitutes authority for the
Executive Secretary to issue allotments, incur obligations and make payments for the purposes for which
the appropriations were approved. The COP approved a core budget of $27.9 million, out of which the
equivalent of DM 3 million was paid by the host Government and $3.7 million from unspent balances
from previous financial periods. The remaining amount is raised by all Parties, who are invited to make
contributions based on an adjusted United Nations scale of assessment.

)] Accounting convention

The accounts are prepared on a historical cost basis, modified to the extent that the cost of all property
acquired is charged as an expense in the year of purchase except for the period under review where
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property donated in kind by the host Government was valued using the average United Nations rate of
exchange.

The UNFCCC normal accounting period is a biennium consisting of two consecutive calendar years.
The UNFCCC accounts are maintained on a “fund accounting” basis. Separate funds for general or
special purposes may be established by the Conference of the Parties or the Executive Secretary. Each
fund is maintained as a distinct financial and accounting entity, with a separate self-balancing,
double~entry group of accounts.

(<) Contingent liabilities

The expenditures do not include possible costs to cover contingencies under appendix D to the United
Nations staff rules, for personnet financed under resources obtained from contributions.

(dy Income tax refund policy

The UNFCCC salaries are charged to the budget on a net basis during the year in which the services have
been rendered. Income tax refunds are charged to the year in which they are made to the staff member.

{e) Unliquidated obligations

Unliquidated obligations are expenditures based on firm obligations entered into, but not disbursed, in
the financial period. Unliquidated obligations for the current period in respect of all UNFCCC activities
remain valid for 12 months following the end of the period to which they relate.

All prior period unliquidated obligations as at 31 December are recorded as savings on the prior period’s
obligation.

H Cash and term deposits

Funds on deposit in interest-bearing bank accounts, time deposits and call accounts are shown in the
statements of assets and liabilities as cash. All term deposits are placed in line with the United Nations
investment policies and guidelines.

{g) Income

(i) Assessed contributions from Parties
Income from indicative contributions is recognized on an accrual basis based on the budget
approved by the Conference of the Parties.

(ii) Voluntary contributions
Voluntary contributions to UNFCCC trust funds, which include funds received under
inter-organization arrangements, are recorded as income when received.

(iii) Interest income

Interest income is based only on amounts received and accrued from cash and term deposits
relating to the financial period. Interest due from cash and term deposits made in the financial period but
not maturing until future periods is recorded as accounts receivable.
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(iv) Miscellaneous income
Refunds of expenditures charged to prior financial periods, net gains on exchange, moneys

accepted for which no purpose is specified and proceeds from the sale of surplus property are credited to
miscellaneous income.

(v) Contributions

All contributions to the secretariat’s activities are deposited with the United Nations Office at
Geneva. UNFCCC operates an imprest account in Deutschmarks fo cover its expenditure in Bonn.
Reports on the utilization of the imprest account are submitted to the United Nations Office at Geneva on

a regular basis.

) Translation of currencies

The financial statements of UNFCCC are presented in United States dollars, which is the currency best
suited to its operations. As per United Nations accounting standards, transactions in other currencies are
recorded in United States dollars by applying the United Nations operational rate of exchange at the time
of the transaction. Realized exchange losses are charged to the appropriate budgetary account.

Note 3 Trust fund expenditures

The total direct expenditure of $34,948,.315 in statement | includes an exchange loss of 864,014 in the
operating expenses.

Note 4 Prior period adjustments

This represents an adjustment of programme support costs of $138,405 relating to a saving of 1999
unliquidated obligations of $1,064,653, and $60,976, being the contribution from the Government of
Sweden received in 1999, but not identified for the trust fund FL

Nete § Refund to donors

This represents the refund of DM 623,344, being the unspent balance in 1997, to the Government of
Germany.

Note 6 Cash and term deposits (in United States dollars)
As at 31 December 2001
Imprest - Bonn 97,023
Imprest — meetings/conferences 781,228
Interest-bearing bank deposits maturing within twelve months 16,990,148
Total 17,868,399




FCCC/8BI/2002/10/Add.]

Page 32
Note 7 Other accounts receivable (in United States dollars)
As at 31 December 2001
Education grant advances 218,525
Travel advances 257,354
Salary advances 86,719
Value added tax 30,929
Accrued interest receivable 105,879
Other 208.309
Total 907,715
Note 8 Other accounts payable (in United States dollars)
As at 31 December 2001
Miscellaneous payables 150,000
Unspent balance of Conference of the Parties Third session 908,804
Reserve for appendix D 122,138
Other 141,403
Total 1,322,347
Note 9 Operating and working capital reserves

Operating reserves are established at 15 per cent (FR and FQ) and 10 per cent (F1) of the total annual
expenditure under the voluntary general trust funds, while an operating reserve for the programme
support account (ZR) is maintained at 20 per cent of annual programme support income earned. The
working capital reserve is maintained at 8.3 per cent of the total annual expenditure under the core
budget (FC). These reserves are to cover unforeseen shortfalls, uneven cash flows, unplanned costs and
other financial contingencies. For the reporting period there was no need to draw on the operating
reserves and therefore the level of reserves was reported as being $943,432 (operating reserve) and
$1,122,877(working capital reserve) (statement II).

Note 10 Programme support

UNFCCC retains 13 per cent of the actual expenditures of all established UNFCCC trust funds under a
separate account (ZR), subject to specific exceptions made by the Controller. When a project is shared
between UNFCCC and another United Nations agency, programme support charges are also shared
accordingly between the two organizations, with the combined amount not exceeding 13 per cent. For
the reporting period, an amount of $4,296,699 was generated as programme support income, $4,226,158
from trust funds and $70,541 from the special account for the Third session of the Conference of the
Parties (statement 1).

Note 11 Non-expendable inventory

The inventory of non-expendable property as at 31 December 2001 included furniture and equipment
valued at an acquisition cost of DM 2,205,896.
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Note 12 Disclosure as to participation in the United Nations Joint Staff Pension Fund
UNFCCC s a member organization of the United Nations Joint Staff Pension Fund, which was
established by the United Nations General Assembly to provide retirement, death, disability and related
benefits. The financial obligation of the organization to the Fund consists of its mandated contribution at
the rate established by the United Nations General Assembly together with its share of any actuarial
deficiency payments that might become payable pursuant to article 36 of the Fund’s regulations.

Note 13 Other donations in kind

There were no donations in kind reported during the period.

Note 14 Comparative prior period figures

The Trust Fund for UNFCCC Technical Cooperation (FU) was established in June 2000 and the Special

Account for UNFCCC Programme Support Costs (ZR) was established effective January 2000.
Accordingly, no comparative prior period figures are available.

Note 15 Other financial implications
In addition to the above statements, UNFCCC received advances totalling $2,477,369 from three Host
Governments for UNFCCC conferences held at the venues offered by the respective Governments,

against which 81,557,153 was expended. Any balances after closure of the accounts will be refunded to
the Governments in question.




