90

UNITED NATIONS CHILDREN’S FU* -

FINANCIAL REPORT
and
AUDITED FINANCIAL STATEMENTS
for the year ended 31 December 1985
| and
REPORT OF THE BOARD OF AUDITORS

GENERAL ASSEMBLY

OFFICIAL RECORDS: FORTY-FIRST SESSION
SUPPLEMENT No. 5B (A/41/5/Add.2)

UNITED NATIONS




UNITED NATIONS CHILDREN’S FUND

FINANCIAL REPORT
and
AUDITED FINANCIAL STATEMENTS
for the year ended 31 December 1985
and
REPORT OF THE BOARD OF AUDITORS

GENERAL ASSEMBLY

OFFICIAL RECORDS. FORTY-FIRST SESSION
SUPPLEMENT No. 5B (A/41/5/Add.2)

)
=7

—

UNITED NATIONS
New York, 1986




NOTE

Symbols of United Nations documents are composed of capital letters combined with
figures. Mention of such a symbol indicates a reference to a United Nations document.



[Original: English)
[18 August 1986])
CONTENTS
Page
ABBREVIATIONS .tovecoasssssosvoencsoocecsososssecracnsnsassasaosssscasocoscscccanss vi
LETTER OF TRANSMITTAL «ccoeveosocsoncosoncncsnssansnssasnssarsassnscssssansces Vil
PART ONE: UNITED NATIONS CHILDREN'S FUND
I. FINANCIAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1985 ,...ccccecenccancs 2
II. REPORT OF THE bJARD OF AUDITORS ceccevecocsacnsonccascscsvscsscnscscnnss 5
IIT, AUDIT OPINION ..covescsnonscscscsccsssssasaccancscoscscscsnsansacsssososssoscs 30

IV. OBSERVATIONS OF THE EXECUTIVE DIRECTOR OF UNICEF ON THE COMMENTS AND
RECOMMENDATIONS OF THE BOARD OF AUDITORS ...ctcececesscccassocscnscccss 31

V. FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 1985...c.ccc00c0es 35

Statement I, Comparative statement of income and expenditures for
the year ended 31 December 1985 ..cccvecscecscncccosses 36

Statement II Comparative atatement of assets, liabilities and the
financial position as at 31 Dacember 1985 ...c.ceeccans 37

Statement III. Statement of changes in financial position for the
year ended 31 December 1985 ..cecteccscccccscsocancsane 38

Statement IV, Commitments in 1985 (summary of statement V) .......... 39
Statement V. Programme co-operation: st.utement of commitments,

expenditures and unspent balances of commitments to

be financed from general resources, supplementary

funds and funds-in-truj* from the United Nations

system for the year ended 31 December 1985 ....cccceees 40
Statement VI, Statement of budget estinates, obligations incurred

and unencumbered balances for the biennial

budget 19841985 .cc.cctecsccrsevsacensssosrssnccnccsnncs 43
Notes to the financial statements8 ....cccocceeoccccasssscssscsasscsosss 44

Schedules to the financial statement8 .....cccceevseccscscsoccsascanans 47

Schedule 1. Contributions rece ved or pledged for the year ended
31 December 1985 ...ccceceisccsnescnsessssnscnssssosascs 47

Schedule 2. Other income in 1985 with comparative fiqures
FOr 1984 .....ccvcececcensacsnsssasonsnsssnanssoscscsnans 51

Schedule 3. Cash holdings as at 31 Tacember 1985 .....cceceecreceses 52

-iii-



VI,

IO

II.

Schedule 4.

Schedule 5.

Schedule 6.

Schedule 7.

Schedule 8.

ichedule 9.

Schedule 10.

CONTENTS (continued)

Contributions receivable as at 31 December 1985 for
general resources and supplementary funds current and

MAOL YEALS . ivvuitincrronotosearsennnensnansnonsacanssse

Accounts receivable, advances and deposits - 1985
cDmpared with 193‘ D I N N A T R R R R

Inventories ~ 1985 compared with 1984 ....ceceveceeonees

Contributions for following years pledged/paid in
advance as at 31 December 1985 teseetcicsnsrssanssenensns

Accounts payable and other unliguidated obligations -
1985 compared with 1984 .....c.viveeevecocacsconsennans

Trust funds for reimbursable procurement and services
(summary of 1985 tranaactions) Chreesssseesescssnsnsnnn

Capital assets as at 31 December 1985 ......ocvveencace

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES cesectrsessscesterecsnnsenane

ANNEXES TO PART ONE

Statistics and other data R L R R R T N R R R T T AN

Glogsary of selected UNICEF termipology used in the report .......cc0s.

PRRT TWO: GREETING CARD OPERATION

FOREWORD M A R R N I N T S

I.

FINANCIAL REPORT FOR THE 1984 SEASON D I

TN L OAUCEION it ittereeesesnssenaceonososoaosasensonsosasar sosesennsess

Summary of the results of tne 1984 sesson O

Financial statements for the year ended 30 ApPril 1985 ....vevevecoannes

Statement I,

Statement II,

Statement III.

Compar ative statement of income and expenditure for the
season ended 30 April 1985 ....eceseceecscscocccosnnnes

Comparative statement of assets and liabilities as at
30 APril 1985 .euvuiecsnenccosscsaccnssoisocnncnanannansna

Compatative statement of the 1984 work plan and the
actual results for the season ended 20 April 1985 .....

Notes to the financial atatements B

-iv~

53

55

56

57

58

59

62

63

66

73

80

81

81

8l

82

83

84

85

86



1I.

CONTENTS (continued)

Schedule. Gross proceeds for all products and numbers of cards sold,
by area and by major celling country:s 1984 season
compared with 1983 .c.cceecscvccnncassccccccccscccccnrnctons

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES scccccoscsceveccsccccnnccnee

-y

89

91



AFESD
AGFUND
EEC
FAO
OPEC
PAHO
UNARDOL
UNCDP
UNDP
UNDRO
UNEp
UNESCO
UNFPA
UNHCH
UNICEF
UNRKWA

WHO

ABBREVIATIONS

Arab Pund for Economic and Social Development

Arab Gulf Programme for the United Nations Development Organizations

European Community

Food and Agriculture Organization of the United Nations

Organization of Petroleum Exporting Countries

Pan American Health Organiration

United
United
United
Clfice
United
United
United
Office
Uniced

United
Pant

Nations Assistance for Reconstruction and Development in Lebanon
Nations Capital Developmant Fund

Naticns Davelopment Programme

of the Un.:ed Nations Disaster Relief Co-ordinator

Nationa Environment Programme

Natioris Educational, Scientific and Cultural Organization

Natione Fund for Population Activities

of the United Nations High Commissioner for Refugees

Nations Children's Fund

Nations Relief and Works Ajency for Palestine Refugees in the Near

World Health Organization

-vi-



LETTER OF TRANSMITTAL

30 sune 1986

8sir,

I have the honour to cransmit to you the financial statements of the United
Nations Children's Fund, including the Greeting Card Operation, for the financiel
period ended 31 December 1985, which were submitted by the Executive Director.
These statements have beean 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) R. T. NELSON

Auditor General of Ghana and Chairman of
the United Nations Board of Auditors

The President of the General Assembly
of the United Nations
New York, NY
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PART ONE

UNITED NATIONS CHILDREN'S FUND



I. FINANCIAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1985

Introductiun

1. The Executive Director of the United Nations Children's Fund (UMICEF) submits
hecewith the annual financial report of the accounts of UNICEF for the year ended
31 December 1985, comprising six statemants supported hy ten schedules.

2. UNICEF's financial system is described in "An overview of UNICEF policies,
organization and working methods® (E/ICEF/670/Rev.3). In addition, the medium-term
plan for *the period 1985-1989 (E/ICEF/1986/3) compares the actual 1985 figures with
those previously planned for 1985 and shows the fi.uncial projections tor future
years. The financial report provides the details of the 1985 financial results of
UNICEF activitiea. Highlights are summarized in the following paragraphs.

Income

3. UNICEF income in 1985 totalled $375 million. Virtually all Governments of
both the industrialized and the developing world contributed to UNICEF in 1985.
Income comprised $249 million for general resources and $126 million from
supplementary funds. This included $48 million of contributions, mostly for the
African emergency. According to the traditional sources of UNICEF income,

74 per cent ($276 million) came from Governments and intergoverrmental
organizations, 18 per cent ($67 million) from private sources as a result of
fund-raising campaigns, greeting card profit and individual donationsj 1 per cent
($4 million) from the United Nations system and 7 per cent ($28 million) from
miscellaneous sources.

Expenditures

4. UNICEF expenditures in 1985 were $390 million. This amount consisted of

$163 million for supplies and equipment, $116 million for non-supply assistance
(such as training grants, project personnel and local costs) and $66 million for
support of programmes. The remaining expenditures of $45 million were for
administrative services. After deduction of contributions from Governments towards
local budget costs, staff assessment and other income from the hudget, the net
coats of programme support at field level were $53 million and of administrative
services were $38 million.

Donations-in-kind

5. Donations-in-kind valued by donors at $20 million were delivered by UNICEF
during 1985 to projects. Thesne deliviries are not reflected in the financial
accountas of UNICEF, although they are handled through the administrative structures
of the organization.

Funda-in-trust

6. Funds-in-trust not related to commitments approved by the UNICFF Executiv.
Board are not entered into the financial accounts of UNICEF as inccome and



expenditures. These funds are used mainly to cover the cost of goods and services
purchased and delivered on a reimbursable basis by UNICEF on behalf of Governments,
other agencies in the United Nations system and non-guvernmental organizations. In
1985, UNICEF received cash or pledges of $30 million for these funda-in-trust.
Disbursementas and obligaticns from them were $28 million.

Liguidity provision

7. UNICEF does not have a statutory reserve and is not authorized to borrow. A
cash provision is therefore necessary to absorb temporary within-year imbalances in
cash flow and any adverase differences between the projected and the actual annual
income and programme expenditures of general resources. The policy of UNICEF is to
iraintain, within the bounds of prudence, the lowest possible general resocurces cash
balances so as to make the maximum use of the general resources that are received.
This policy also allows 50 per cent of supplementary fund cash balances to support,
on a temporary basis and in cuse of need, the general resources ligquidity pending
necessary corrections in planning. At the end of 1985, the total cash holding
($111 million) included the UNICEF liquidity provision of $50 million, which was
made up of general resources cash ($8 million) and half of the balance of the
supplementary fund cash ($42 million).

8. Total cash of $111 million (which also includes unspent balances from
funds~-in-trust) was held with first-class banks in most countries where UNICEI
operates. This amount comprised $94 million on interest-bearing time deposit
accounts and $17 million in current bank accounts, many of them also interest
bearing. The total cash holdings of UNICEF included $9 million in currencies
restricted for use in the donor countries for purchases and other local
expenditures. This balance is almost at the same level as in previous years.
Relatively large amounts of non-convertible currencies have been accepted from
developing countries to finance procurement of vaccines and essential drugs. These
currencies are accepted in a controlled manner and within UNICEF's posaibiYity of
using them cover a short term. Problems of accumulation over the usable limits arc
not expected.

Programme commitmants

9. During 1985, the Executive Board approved nev programme commitmencs totalling
$452 million to programmes for children in 110 countries with which UNICEF
co-operates, as well as regional and interreyional projects. This total includes
$303 million in commitments from UNICEF gener»l resources and $149 million in
projects that the Board "noted” as worthy of support and that were financed by
pledges of supplementary funds made in 1985.

Prospects for 1946 and futura years

10. 1In november 1985, at the United Nations pledging conference for development
activities, 90 Governments announced pledges totalling $139 million for the 1986
UNICEF general resources. any industrialized and developing countries pledged
increagses in their nationa. currencies for 1986 as compared with 1985. Past
experience indicates that additional funds will he pledged in the months ahead,
bringing the Governments' pledges tor 1986 to UNICEF general resources to an
eatimated $215 million.



11. Taking into consideration expected contribhutions from non—-governmental
sourcesa, income from Greeting Card Operation and supplementary funds, total income
for 1986 is projected to total $399 million. Over the period 1986-1989, a

5 per cent nominal annual growth in income is assumed; expenditures would increase
at ahout the same rate as income. General resources cash on hand will increase to
the equivalent of one month's expenditures by 1989. Cash balances of supplementarcy
funds are expec.ed to increase slightly. As a result, the liquidity situation will
be adequate to cover the forthcoming financial needs of UNICEF.

(S8igned) James P. GRANT
Executive Director of the
United Nations Children's Fund



II. REPORT OF THE BOARD OF AUDITORS

1. As reauired by General Assembly resolution 74 (I) of 7 December 1946, the
Board of Auditor conducted an audit of the accounts of the United Nations
Children's Fund (UNICEF), including the Greeting Card Operation, for the year ended
31 December 198S.

2. The examination was conducted in accordance with article XII of the Financial
Regulations of the United Nationas and the annex thereto and with the common
auvditinn standards adopted by the Panel of External Auditors of the United Nations
the aspecialized agencies and the International Atomic Energy Agency. The
examination was conducted at the UNICEF and Greeting Card Operation headquarters in
New York, at Geneva and Copenhagen, and at the field offices in India and the
Philippines.

3. During the year under review, the Board of Auditors continued its practice of
reporting the results of specific audits and issuing management letters containing
detailed observations and recommendations to the Administration. This practice has
helped greatly in maintaining a continuing dialogue with the Administration.

4. The following are the most significant matters arising from our examination.

We have Adiscussed these matters with the Administration, whose responses are
incocrporated in this report where appropriate.

Summary of findings

5. Our review disclosed that although the Administration had the opportunity to
submit revised budget estimates for the acaquisition of computer equipment at the
April 1985 session of the Executive Board, it failed to do so and opted instead to
effect transfers from other budget lines to cover the additional requirements. We
also obsaczved that not all the costs of computer equipment acquisition were taken
up as capital assete and a variety of accounts, including 1984 and 1985 budgetary
obligations, current expenditures, administrative prepayments, accounts payable and
programme accounts were utilized to book up the acquisition costs. PFurthermore,
contrary to the stated policy of spreading the cost of capital assets over a number
of years, we ohserved that almost all of the reported acquisitions were expensed
during the same year.

6. Two additional cffice buildings were ac~uired during the year at a cost of
$424,367, although no appropriation had been provided in either the original or the
revised budget estimates for 1984-198S5.

7. Expenditureu for consultancy services, capital asset acquisitions and
maintenance, travel, temporary assistance and overtime were authoriszed through
transfers from the $3.8 million budgetary reserves that the Advisory Committee on
Administrative and Budgetary Questions had recommended to the Executive Board for
approval on the basis of the Adainistration's representations that these reserves
were to de utilized to absorb the probable effects of exchan32 racve fluctuations
and for unforeseen and retroactive local salary rcale adjustmeants.



8. Our analysis of unliquidated obligations revealed that the bulk of the 1983
balances that were tranaferred to accounts payable at the close of 1984 do not
tepresent valid obligations because they have heen retained beyond the r~quirements
set forth in the United Nations financial regulations 4.3 and 4.4, $342,005 of
those balances had not moved over a 12-month period, and liquidations of these
halances were made for administrative purchase orders raised only in 1984 and 1985,

9. Contrary to the provisions of General Assembly resolution 1798 (XVII) of
11 December 1962, UNICEF authorized the payment of travel costs for some delegates
to the 1985 seasion of the Executive Board.

10. Our review of programme expenditures disclosed that the 1984-1985 expenditures
of $1.7 million for the production of the State of the World's Children Report, for
which funds amounting to $1.2 million had been provided in the regular budget, were
taken up instead as charges against the general resource commitments for the
Interregional Fund for Programme Preparation. Had the expenditures been charged
Properly against the regular budget, then the budgetary savings for the biennium
1984-1985 would have been $6.4 million rather than the reported $8.1 million.

11. Provisions for rental subsidies in 24 field offices were exceeded when
obligations were raised in amounts far beyond budget estimates. In an extreme
case, the obligation raised was almost six times the estimate. We also noted that
in 13 cases the obligations were set up without the approved field office
application and inappropriate charges were made to the account.

12, Our verification of repatriatior grants and final settlements revealed that
payments were mada in the absence of an appropriate evidence of relocation, errors
were committed in the computation of the 80 per cent advaace, and amount:: were paid
in excess of entitlemente.

13. Our field office audits disclosed .hat business class fares were allowed for
travel on home leave and on education grant and that dailly subsistence allowance at
rates higher than those sat by the Internac.ional Civi) Service Commission were
granted.

14. During the year, three special service agreements were concluded with former
staff members that provided for emoluments in exceass of the $12,000 ceiling set by
the General Assembly in resolution 37/237 of 21 December 1982 (sect. VIII, para. 3).

15. Our evaluation of the procedures used in the combination of the 1985 accounts
of UNICEF and the Greeting Card Operation discloeed a number Of errors in the
adjustments and eliminations that were cacried over to the 1985 financial
statements and schedules. We alaso observed that direct adjustm@nts were made to
the financial statements and schedules that were not reflected in the books nf
accounts.

16. We noted a numbe¢r of errors in the revaluation of asset and liability accounts
at year-end, including current bank accounts, the revaluation of which was supposed
to have been automatically done by a computer programme.

17. Our audit also revealed that the reconciliation of the inventory accounts with
UNIPAC was not fully and properly supported and errors were noted in the analysis
of the account for unpaid supplies and replenishment.



18. Purthermore, we noted inconsistencies in the treatment of cash discounts and
abnormal debit balances for unliguidatec ob)igations.

19. At one field office our audit revealed that the internal accounting system
uses an accounts clasaification scheme that is not compatible with the system
employed at headquarters. As a result, transactions originated from other offices
could not readily be entered into the local accounts and these accounts could not
be reconciled with the accounts maintained at headquarters.

20. Our electronic data-processing general controls review at headguarters
disclosed that the comptroller's system was being run by the systems development
group, a formal contingency plan war not available, and back-up procedures were
inadequate.

21. Our review of supply operations at Copenhagen revealed improper payments for
freight on purchases made under c.i.f. and ¢ & f delivery terms and cases where
payments were made on the basis of pro forma invoices rather than the final
invoices submitted by suppliers. We evaluated a number of electronic
data-proceseing applications and observed that, due to erors in programme
specifications and logic, the accounting for inventories, freight and price
variance was incorrect and the valuation ot issue orders packad ranged from a low
of 100 per cent to a high o 148.15 per cent of the standard material cost. This
value, which is supposed to ve equal to 116.6 per cent of the utandard materisl
cost, is used in charging UNICEF country programmes and reimbursable procurement.
The computerized numbering system for such documents as purchage orders, warehouse
receipts and issue ordeces was found to be defective since gaps were discovered in
the numbered series. The plan to revise the accounting system at UNIPAC in order
to make it compatible with the accounts classification at headguarters has not yet
been implemented.

22. Our audit of the accounts of the Greeting Card Operation gave rise to the
following significant cbservations:

(a) The general ledger system records transactions only at fixad budgeted
exchange rates set about six months betore the commencement of the campaign year
and not also at actual exchange ratea, a situation that leads to the reporting of
unrealistic financial information particularly during periods of material changes
in the exchange rates;

(b) Inadequate accdunting controls such as the failure to perform
reconciliation of accounts, significant delays in the recording of transactions,
backdating of transactions and improper cut-off procedures at financial reporting
dates have affected the reliability of the three most significant accounts in the
operations of the Greeting Card Operation, namely, receivables from consignees,
inventories and accounts payable)}

(c) 1Income on royalties from flag stamps earned du.ing the campaign years
1980 to 1984 and amounting to $569,168 was taken up in the accounts only during the
1984 campaign)

(d) Our financial analysis of operations disclosed that during the 1984
campaign year commissions and direct office expenses in three regional markets
could have been reduced by as much as $1.4 million had the targeted celling for
these expenses of 25 per cent of gross sales been achieved)



(e) Our analysis of the card sales to supply ratio showed that globaslly the
Greeting Card Operatira sold nne card for nearly every two cards on hand;

(f) Our review of computerization efforts at the Greeting Card Operation in

New York provided strong indications that these efforts and resources could have
hbeen bhetter managed.

Capital amssets

Computer equipment

Budget transafers

23, At its session in April 1985, the Executive Board approved a revised estimate
for 1984-1985 of $2,227,900 and a budget estimate for 1986-1987 of $1,537,700 for
the acquisition of computer ~2quipment or a total of $3,765,600 over the four-year
pericd. Since computer eguipment experditures in 1384 amounted to $1,395,500, only
a total of $2,370,100 of appropriations was available for 1985, 1986 and 1987 or an
amount of $832,400 for 1985 alone.

24. On 10 June 1985, an sccounting instruction was issued, which stated, among
other things, that the Budget Review Committae had autho:ized "the purchase of
computer equipment with a pre-c¢stablished global list of equipment for 1985, 1986
and 1987 for a total amount of $5.C million to be amortized for five years by a
yearly budgetary provision of 20 per cent of the cost startirg in 1985%. Thus,
barely two months after tnes 1985 sesaion at which the Executive Board approved the
revised budget for 1984-1985 and the budget for 1986-1937, UNICEF, through the
Budget Review Committee, decided on a spending ceiling for the same purpose and
over the same three-year period that was $2.6 million higher or more than double
ths amount appropriated.

25. Our review of 1985 transactions disclosed an allotment of $1.0 million and
total obligations incurred for computer equipment of $1.2 million. The
over-expenditures were covered by transfers of $243,074 from the unallotted reserve
and from savings in other budget lines.

26. We indicated to the Administration that, while we acknowledge its authority to
effect transfers between bndget lines within each category of expenditures, we
strongly believe that this was intended to provide flexibility for situations that
could not have been reasonably foreseen when the budget was prepared or revised.
UNICEF's computerization programme was planned before ihe 1984-1985 revised budget
was approved in 1985, hence, these additional expenditures should have been
included in the revised budgrt sibmitted to the Executive Board.

27. In its reply the Administration again invoked its authority to trarsfer
appropr iations between categories of expenditures and between budget lines within
each category.

Charges to other accounts

28. In the financial schedule on capital assets, the total acauisition cost of
computer equipment was repozted at $1,029,945, of whizch $1,013,521 was amortized,
thus leaving an unamortized balance of only $16,424. This, we were informed, was
in line with UNICEF's policy to capitalize and amortize the cost of computer
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eguipment over a five-year period. Further verification disclosed that the
administrative purchase orders raised in 1985 for computer equipment reached a
total of $1,733,765, of which $1,390,472 were paid in 1985. According to the
accounting insatruction, purchase orders for comput er equipment were not to be
obligated. Instead, the total allotmant for the year wasa to be obligated and
payments were to be recorded in the capital asset account. Our review, however,
showed that not all payments for computer equipment were taken up as capital
assetsa. The accounts charged varied from 1984 and 1985 budgetary obligations to
direct charges against the current budget, administrative prepayments, accounts
payable~general and various programme accounts.

29. We expressed our reservations on the budgetary and accounting procedures
relating to computer equipment and recommended that UNICEF re-examine these
procedures to ensure that the full coats of estimated acquisitions during the
budget period are reflected in the proposed budget for the biennium and actual
expenditures are fully reflected in the financial statements and schedules.

30. In its rerly, the Administration reiterated its polic, of amortizing the
acquisition costs of capital assets over a period of several years. Reference to
schedule 10, which shows that tha stated total acquisition ost in 1985 of
$1,029,945 was almost fully amortized also in 1985, runs counter to the stated
policy objective. Moreover, the various ways in which the expenditures were taken
up in the hooks put into guestion the real objective of the newly enunciated policy
on computer equipment capitalization and amortization, as stated in the summary of
significant accounting policies.

UNICEF buildings

31. During 1985 UNICEF reported the acquisition of office buildings at two
locations at a ~ost of $424,367. Our review of the approved revised budget
estimates for the biennium 1984-1985 disclosed that the budget did not include a
provision for the acauisition of office buildings. Funds from general resources
must have been utilized for these acquisitions since, through its policy of
amortizing the acquisition cost of the capital asset over the estimated useful
life, appropriations are subsequently provided in the administrative budget. Based
on this arrangement, therefore, funds are used fo' the acquisitions of buildings
without legislative authorization and then appropriations are provided in later
periods.

32, Although planned acquisitions were reported in the medium--term plan for the
period 1984-1985 (E/ICEF/1985/3 of 28 January 1985), we are of the opinion that
approval of the plan did not constitute an appropriation of funds. 1In this
connection, we wish to point out that the reference under paragraph 94 of
E/ICEF/1985/3 to paragraph 195 of E/ICEF/633 as the basis for the authorization by
the Executive Board in 1974 of the acquisition of office buildings is not
appropriate,

33. We recommended that the Administration should submit for the review by the
Advisory Committee on Administrative and Budgetary Questions (ACABQ) and the

approval by the Executive Roard the full costs of capital asset acguisitions
planned for a given biennium.

34. The Administration informed us that information about planned building

acquisitions has in recent years been provided to the Executive Board through the
medium-term plan and the annual financial teports. In addition, the Administration

-9~



stated that it had completed the draft of UNICEF's financial requlations, which
include provisions relating to acquisition and amortizatior of capital assets.

Budgetary controls

Budgetary/unallotted reserves

35. The revised budget estimates for the biennium 1984-1985 included an amount of
$3.8 million for budgetary or unallotted reserves. In its report on the review of
UNICEF's revised budget estimates for 1984-1985, ACABQ allowed the provision of
these reserves on the basis of UNICEF's representation that $2 million of the
regerve under staff costs was intended to cover possible fluctuations in exchange
rates and unforeseen and retroactive local salary scale adjustments, while the
balance of $1.8 million under general operating costs was intended to compensate
for possible fluctuations in exchange rates.

36. Our analysis of the budgetary reserve account, however, dieclosed major
expenditures effected through transfers from this account to o:cher budget lines for
the purpose of defraying the costs of consultancy services, building acquisition,
rental and maintenance, travel, temporary short-term staff, overtime, acquisition
of computers, office and tiransporcation eauipment and their maintenance, and
various other types of expenditures.

37. Since the reserves were set up for specific purposes, subject to the condition
that any unexpended balance was to be reverted to the general resources, we
recommended that the Administration should exercise sound budgecary control by
restricting the utilization of these reserves to the purposes for which they were
approved. We are of the opinion that unless the Executive Board explicitly
overrides the recommendation of ACABQ, the approval by the Executive Board is
assumed to carry with it the condit:ions contained in ACABQ's recommendations.

38. The Administration stated that, when the financial resuli.s of operations in
1985 were analysed, it was established that a total of $3.3 million was incurred to
meet mandatory salary increases. These cost increases were absorhed by the regular
budget through budgetary savinga that had not been anticipated at the time the
revised budget estimates for 1985 were prepared. During the year-end closing of
the accounts, according to the Administration, the observed transfers from the
unallotted reserves were no longer adjusted since all budgetary savinys had to be
reverted to general resources.

Retention of 1983 budgetary obligations

39. Our review disclosed that of the $3,421,340 ending balance for accounts
payable~general reported at the close of 1984, $937,690 or 27.41 per cent pertained
to bhalances of 1983 budgetary obligations. These 1983 unliquidated obligations
were not cancelled but were instead reclasgified as accounts payable-general in
violation of United Nations financial regulations 4.3 and 4.4, which stipulate that
unliquidated obligations may be retained only for a period of up to 12 months
beyond the end of the financial period to which they relate. Further verification
also revealed that a portion of these 1933 hudgetary obligctions remained
unliquidated and continued to form part of the accounts payable account as at

31 December 1985.
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40. Of the 1983 budgetary obligations transferred to accounts payable on

31 December 1984, $342,005 had not moved since 1 January 1984, an indication that
these may not have been covered by valid obligations in the first place. A review
of some payments made in 1985 against these 1983 obligations also showed
liauidations for administrative purchase orders issued only in 1984 and 198%.

41. We recommended and the Administration agreed to refrain from tranaferring
budgetary obligations to other accounts for the purpose of retaining such
unliquidated obligations beyond the stipulated 12-mo.th period. We also
recommended and the Administration agreed that all remaining unliquidated
obligations pertaining to 1983 and prior yeara be cancelled immediately and that
all current obligations be taken up as charges against current appropriations.

Travel costs of members of the Executive Board

42. 1In our review of the budget transfers made in 1985, we noted that $40,000 was
transferred from the unallotted reserve to the hudget line on travel on official
business for the office of the Secretary to the Executive Board. The amount, we
learned, was intended to cover the travel costs for some delegates or government
representatives to the 1985 reqular session of the Executive Board.

43. Upon further verification, we were able to determine that of the total
allotment of $69,517,000 for travel for the office of the Secretary to the
Executive Board (inclusive of the $40,000 budget transfer), the amount of at least
$19,598 had actually been disbursed tn defray the cost of plane tickets and other
travel expenses of some delegates to the 1985 meeting of the Executive Board.

44. We hrought to the attention of the Administration General Assembly resolution
1798 (XVII) of 11 December 1962, which stipulates that neither travel nor
subsistence expenses shall be paid in respect of members of organs or subsidiary
organs of the United Nations who serve as representative of Governments except in
very specific instances cited in paragraph 3 of the resolution. Since to our
thinking the above expenditures were in violation of the General Assembhly
resolution, we recommended that these unauthorized exceptions be reported to the
General Assembly.

45. The Administration informed us that UNICEF's decision to defray the cost of
travel of some delegates to the 1985 regular session of the Executive Board was
made in order to ensure the availahility of the individuals concerned as advisers
on UNICEF's strategy in Africa, in negotiations on supplementary funding for
various country programmes and in discussions regarding the expanded programme on
immunization. The Administration also stressed that the decision should be seen in
the light of the urgency of strengthening UNICEF's capacity in Africa and gave
further assurance that there is no intention of letting this become a precedent for
similar action in future years.

Transfer of expenditures from budget to programme

46. Our review of programme expenditures disclosed that $1,753,004 was incurred in
1984 and 1985 for the prouuction of tt~ State of the World's Children Report. Of
this amount, $1,270,918 was spent in 1 .5 and $482,086 in 1984, These expenditures
were charged against the general resource commitments approved by the Executive
Board in 1983 for the Interregional Fund for Programme Preparation., Our
verification of the project components of the Fund, however, disclosed that the
recommendations approved by the Executive Bnard for 1984 and 1985 did not
specifically include expenditures on promotional activities relating to the keport.
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47. On the other hand, our review of the 1984-1985 regular budget revealed that
the publication was part of the approved budget of the Division of Communication
and Information. The budget was revised and increased to $550,000 and $616,000 for
1984 and 1985 respectively or a total of $1,666,000. We further noted that the
$482,000 expenditures incurred in 1984 were initially charged to the budget and it
was only at the end of 1984 that the expenditures were transferred to the programme.

48. We pointed out that had the 1984 ~nd 1985 actual expenditur.s for the Report
been retained and properly charged to the regular budget, a deficit of $586,000
would have been incurred for this particular project for the two-year period. 1In
addition, the declared budgetary savings for the biennium 1984-1985 of $8,134,202,
as reported in statements IV and VI, would have been reduced by the total
expenditures for the Report of $1,753,004 to only $6,381,198,

49. In the absence of an Executive Board approval, we questioned the basis for
which the 1984 and 1785 budget expenditures for the Report were charged to the
programme. Although we 2re aware of the subseguent reports made to the Executive
Board with regard to the charging of these expenditures to the Interregional Fund
for Programme Preparation, we helieve that these reports do not serve as adequate
justification for shifting funding from the budget to the programme without prior
Bt nrd approval.

50. The Administration explained that the Report has grown to become a most
powerful and effective organ of advocacy fr chlldren of the world. 1Its role was
reappraised anG it was felt that it had re..!y developed into a programme
promotions tool. In view of its increased expenditure due to its wide outreach and
development and ibx cause it has become a programme activity, it was decided that the
cost incurred would he charged to the Interregional Fund. According to the
Administration, this was reported to t..e Board and was accepted and therefore
presumed approved post facto.

Rental subsjdies

51. In our interim audit of rencal subsidies, we noted over-expenditures in 24
field offices caused mainly by the raising of miscellaneous obliga*ing documents
far in excess of the budget estimates for those offices. For instance, in the case
of two offices, the miscellaneous obligating documents raised were $107,000 and
$100,000 compared to estimates of $18,690 and $42,476 respectively.

52. Present procedures also require that miscellaneous obligating documents for
renta, subsidies are to be raised by the Budget Section on the basis of field
office applications approved by the Administrative Services Section. Our review
disclosed that miscellaneous obligating documents for 13 field offices were issued
without the approved field office applications.

53. In addition, our examination of charges against the miscellaneous obligating
documents of the 24 f :1d offices for which over-expenditures were reported
disclosed that in 4 offices charges were made for expenditures that were not within
the concept of rental subsidies as defined in the 1984 budget instructions of
UNICEF.

54. wWe recommended that the Administration should institute appropriate measures
to ensure that its budgetary control policies and procedures are functioning
effectively, 1In addition, we recommended that review procedures at headquarters be
strengthened so that improper charges made by field offices can be detected and
corrected.
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5. 'Th» Administration stated that, due to significant cost increases in several
locatinns that had not been anticipated, budget transfers had to be made to covar
cthesie .aiavoidable cosits at year—end. Although prescribed procedures were not
obsarved, the Adminiatration assured us that the 13 miscellaneous obligating
documants that were raised were for bona fide transactions based on actual
entitloments of the staff in the offices concerncd.

Repatilation grants and final settle.cants

56. We reviewed 21 cases of staff members separated from UNICEF in 1985 to whom
repatriation grants had already been paid. Our review disclosed three cases where,
except for the notation on the form that relocation had been verified, thc .iles
did not contain the evidence of relocation.

57. Our examination also disclosed two errors in the computation of the

80 per cent advance granted to separated starf members. In this connaction, we
likewise noted that in four instances the computation sheets did not bear the
initinla of the rev'ewer to indicate that the review was performed. Finally, our
teview also revealed that in two cases overpayments were made on final settlement
due to errors in the amounts shown as receivables from the staff.

58. e recommended that more effective supe-visory controls be exercised in order
to provent overpayments - - final settlement. The Administration informed us that
it would review the nature of the evidence on relocation that should be conaidered
acceptable and that supervisory controls would be strengthened.

Travel

59, Our verification of expenditures for travel on home leave and on education
grant in one field office disclosed laxity in the approval of entitlements. As a
consequence, we observed cases where business class fares were allowed for both
types of travel, advances were made by the office for the additional cost of
expanded itineraries, and more than one round trip within one scholastic year was
granted.

60. We recommended and the Administration agreed that measures be instituted to
enpure that limitations on entitlements are . ihered to. Furthermore, we
recommended that the full amount of the advance made by the office on account of
the expanded itinerary of the staff member be recovered immediately.

61. Our audit of one field office revealed that in some cases the daily
subsistence allowance paid was in excess of the amounts set by the International
Civil Service Commission. We recommended and the Administration agreed that the
approval process needed to be strengthened to ensure that these excessive paymenta
do notL recur.

Consultants

62. Our follow-up on our 1984 audit observation concerning UNICEF's failure to
comply with General Assembly resolution 37/237 of 21 December 1982 (sect. VIII,
para. 3) disclosed that during 1985 contracts were entered into with three former
staff members for amounts in excess of $12,000 for the 1985 calendar year. In two
cagses, the special agreements were entered into after we had brought the matter to
the attention of the Administration during the 1984 year-end audit. The third case
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involved a consultant whose services were contracted priot to 1985. However, upon
completion of his services at headquarters, he was contiacted anew on

9 October 1985 to undertake work at the UNICEF Procucemant and Assembly Centre at
Copenhagen. The Administration informed us that the relevant General Asasembly
resolution would be adhered to as far am practicable.

Accounting and financial ceporting

Combination of UNICEF and Greeting Card Operation accounts

63. Our review of the year-end procedures followed in the combination of UNICEF
and Greeting Card Operation accounts as at 31 Decembar 1985 Aisclosed a numbar of
errors and inconsistencien.

64. A major weakness noted was the inconsistenc in the application of the
adjustment procedure with respect to the inventory at conaignees account. In the
case of the Greeting Card Operation New York account the adjustment completely
geroed out the account while the Greeting Card Operation Geneva ad;uvsted balance
came close to the balance of the cost of goods da’'vered. The latter, we helieve,
meets the objective of the accounting policy on the combination process to remove
the unrealized components from the account balances.

65. We also observed that the exchang~ rate lnss was erroneously written off to
the inventory at warehouse account instead of against the accounts to which it
relates, namely, the deliveries, returns and losses and commisasion accounts. Other
reported expenses were also eliminated in the combination process when these should
have been raclassified and presented as deferred charges.

66. Our review of the reversing entries made to the deferred income account from
teqular Greeting Card Operation product sales at the atart of 1985 disclosed that
the adjustments at the close of 1984 were not completely reversed. We algo noted
that an inter-office account between Greeting Card Operation New York and Geneva,
which was reported as an accounis payable, was not eliminated in the combhination

process.

67. In view of these obsarvations we recommended that the Administration formulate
clearly the year-end adjustment procedures to ensure that the policy objectives
relative to the combination of UNICEF and Greeting Card Operation accounts are met
and that the adjustment process is followed consistently. We also racommended for
Greeting Card Operation New York and Geneva (through the New York Operation) to
pecform the adjustments on their respective accounts for submission and review by
UNICEF headguarters since more complete information ia available at those offices
as a basis for the adjustments.

68, In its reply, the Administration agreed to formulate year-end adjustment
procedures to be applied for the consclidation of Greeting Card Operation
accounts. The Administration also stated its preference for Greeting Card
Operation New York to provide the consolidated trial balance at year-end to ensure
compatibility of the accounts for both offices.
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Reports vs. books of accounts

69. In our review of the accounts we noted instances when the figures reported in
the financial atatements and achedules as at 31 December 1985 did not agree with
the amounta reflected in the books of accounts. A case was alao noted where
printed reports d4id not conform with the otficlal records in the form of a
microfiche.

70. This occurred in the cash holdings account where certain revaluation
adjustments were made to cash items in schedule 3 of the financial report, but
which were not taken up in the books as of final closure. In the process of
adjusting the schedule, however, other cash items were omitted, thereby
underatating the cash holding account per hooks and per schedule.

71. This was also noted in various programme commitment accounts whose general
ledger account balances were misstated as a result of double adjustments and
erroneous coding of transactions as to source of funds. These errors were not
corrected as of the final closure of accounts although the corresponding balances
in the financial statements were reflected correctly.

72. We recommended that the Administration re-examine its year-end procedures and
practices leading to the preparation of the annual financial statements and
schedules to ensure that the general ledger reflects the correct and final {igqures
of accounts. These final balances would then be the basis for the preparation of
the financial statements.

73. We alsc pointed out the case of the 1985 programme expenditures where the
printed report of the general ledger Aiffered materially from the financial
statements although the latter conformed with the microfiche produced for the same
account. We requested the Administration to investigate the cause for the
discrepancy and to correct a possible weakness in the system.

74. 'che Administration replied that, since the amount involved in the revaluation
adjustment of some bank accounts was not material, it was decided to proceed with
the finalization of the financial statements without adjusting the books. The
Administration also stated that the reguired adjustments or corrections in the
programme accounts have heen made in 1986.

Revaluation of accounts

75. It is the stated policy of UNICEF to recognize, for accounting purposes, the
effects of currency fluctuations in its multi-cucrrency asset and liability accounts
using the prevailing United Nations operational rates of exchange. We noted,
however, that at the close of 1985 the revaluation of certain current bank
accounts, which was supposed t0 have been automatically handled by a computer
programme, was not properly done, resulting in understatements in the cash holdings
and the net change in the value of assets and liabilities. We also observed the
aame situation in the revaluation of ac.ounts receivable, advances and deposit
accounts. Our test of transactions disclosed that a majority of these accounts
ware not analysed and revalued properly.

76. We recommended the review of the system of effecting cu rency revaluations and
particularly the computer programme on automatic revaluation of accounts for
pogsible modification so as to avoid similar problems in the future.
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77. The Administration replied that ongning analysis of accounts is made
throughout the year and that necessary steps have been taken to modify the computer
programme for automatic revaluation.

Inventory of the UNICEF Procurement and Assembly Centre

78. Our review of the Centre's inventory account disclosed that the amount of
inventory reflected in schedule 6 did not agree with the Centre's inventory listing
and general accounting ledger balance as at 31 December 1985, It was evident from
the reconciliation atatement of the inventory sncount balances submitted by the
Procurement and Aassembly Centre to NICEF headquarters that the Centre was unable
to account fully and properly for t.e diacrepancy.

79. We recommended that UNICEF re-examine its procedures in translating the
Centre's accounting data to UNICEF headquarters accounts, in transmitting the data
to the comptroller‘s system, the proper interpretation \nd classification of the
data in the books of UNICEF headquarters and to identify the causes for the
non-reconciliation of the Centre's and UNICEF headquarters inventory accounts.

80. The Administration informed us that continuous efforts are being exerted by
UNICEF headquarters and the Centre to ensure that the accounts are reconciled and
that systems enhancements in translating the Centre's accountirg data to UNICEF
headquarters accounts is presently being looked into.

Procurement and Assembly Centre - unpaid supplies and replenishment account

81. 1In our review o. the Centre's unpaid supplies and replenishment account we
noted that the nature of this account requires that both the debit and credit
balances be reported individually since the debit balance represents supplies paid
but not yet received while the credit balance represents supplies received but not
yet paid.

82. Our analysis of the account disclosed that $637,714 of the debit halance of
$181,122 of the credit balance related to purchase orders with zero local currency
balances, signifying that the supplies ordered have all been received and fully
paid. The dollar equivalent of the supplies received and the payments made for
each purchase order were not the same in these cases due to fluctuations in the
currency exchange rate between the time of receipt and the time of payment.

83. We recommended that a thorough analysis of these accounts be made and the
corresponding adjustments effected so that these accounts reflect their proper
balances. To facilitate and lessen the manual adjustments to be made, we further
recommended that a computer programme could be designed to adjust congistently and
automatically all transactions or purchase orders with zero local currency balances
but with dollar amounts.

84. The Administration informed us that a joint review of this account by UNICEF
headquarters and the Centre was started in 1945 and ithat a detailed analysis of the
debit and credit balances is presently being undertaken by the Centre and
subsequent adjustments are made accordingly. The Administrtion also mentioned that
the feasibility of writing a computer programme to adjust the purchase orders
automatically when transactions are completed would -~ studied carefully, taking
into consideratio: organizational priority.
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Bank reconciliation

85. Our review of bank reconciliation statements prepared as at the close of 1985
disclosed that these were generally in order except for the reconciliation of a
zero halance current account. 1In this case, the reconciliation made was bhetween
the total cheques cashed per bank statement and the total cheques issued per UNICEF
cash summary. This method only reconciled the transactions during the month and

did not show whether the halance appearing in the books of accounta was correctly
stated.

86. We recommended and the Administration agreed that a reconciliation between the
baak balance and the sub-ledger balance be made for this particular bank account in
order properly to identify the reconciling items that need to be corrected or
adjusted.

Inconsistency in the treatmunt of cash discounts

87. As stated under existing accounting policies and procedures, cash discounts
allowed to UNICEF for prompt settlement of invoices are to be considered as
income. Our tests of transactions dimrclosed, however, that cash discounts availed
of from administrative procurement were either reflected as direct deduction from
the purchase cost or as other income.

88. 1In view of this observation we recommended and the Administration agreed to
take the necessary steps to ensure that the organization's accounting policy on

cash discounts is adhered to and is consistently applied.

Unliguidated obligations with debit balances

89. Our review of unliguidated obligations as at 31 December 1985 showed debit
balances amounting to $94,301. Further review of the unliquidated obligations as
at 19 March 1986 likewise disclosed payments charged against obligationa that had
already been closed as at 31 December 1985. This resulted in debit balances
amounting to $126,294.

90. Our examination of the underlying transactions disclosed that the existence of
debit balances in the budgetary obhligations accounts were caused mostly by errors
made in the processing and coding of payment transactions that could have bheen
avoided ~c¢ detected earlier by closer review and supervision.

91. We recommended that a review of outstanding obligations be made regularly to
ensure that they continue to represent valid obligations and tlat the proper
obligation accounts are being charged for payments or amendments made. Thia review
is particularly important for the year-end balances that are reported in the
financial statements,

92. The Administration stated that the review of outstanding obligations is a
continuing process and special efforts are made at year-end to ensure proper
presentation of the organization's liability. Although there are cases when
charges are incorrectly identified, every reasonable effort is made 8o that the
accounts are properly reported.
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Accounting controls

93, In the validation of account balances in one field office we noted that the
beginning account balances in thu general ledger were not in balance. We also
ohserved that twe different systems were utiiized in coding transactions. One
system is the headquarters accounts classification and the other serves the field
office internal accounting system where the imbalance was noted. These two
systems, however, are not completely compatible, such that the periodic
reconciliation of the two sets of accounts has not been made.

94. We recommended that the Comptroller's Division at headquarters evaluate the
internal syatem at this field office in order to enhance ita usefulness .n meeting
the financial information requirements of both the field office and headquarters.
In addition, we recommend that headquarters define minimum standards that local
systems must meet and provide for a review by headauarters of the local asystem
before it is declared operational.

95. The Administration informed us that its Chief Accountant had recently visited

the fleld office concerned, problems of systems' compatibility were identified and
discussed, and a decision was reached to re-design the local accounting system.

Computer operations and electronic datu-proc2ssing syatems

Comptroller's system

96. Our review of the comptroller's system during the 1985 interim audit disclosed
that the system was baing run by the systems development group, the same group that
maintains the system. This arrangement failed to provide a fundamental control in
an electronic data-processing environment regarding the appropriate segregation of
functions and thereby unduly exposes the system to unauthorized changes.

97. We recommended that the production run of the comptroller's system should be
turned over to the operations group in order to meet the control requirement on the
segregation of functions. The Administration acknowledged this control weakness
and subsequently implemented the audit recommendation.

Contingency plan and back-up procedures

98. Our electronic data-processing general controls review disclosed that no
written contingency plan had been developed to guide recovery activities in the
event that disrupticns in electronic data-processing operations should arise. A
plan in writing that is properly communicated to and understood by those who will
participate in recovery work provides a good basis for an organized and rapid
recovetry.

99, Our review of existing back-up procedures disclosed that back-up disks are
kept in the computer room in a cabinet that is not fireproof, ar off-site back-up
location is not maintained, and an alternate back-up system has not been
identified. In this connection, we wish to point out that had the fire that
occurred late last year in the computer room been a major one, the UNICEF files
could have een completely destroyed.

100. We rocommended that the Administration should draw up in writing a contingency
plan that is communicated to and understood by the staff who have a part to fill in
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the recovery work. In addition, we recommended that steps be taken to overcome the
deficiencies noted in existing back-up procedures.

101. The Administration agreed on the need for a written contingency plan and
informed us that the specific deficiencies have been and are being reviewed,
alternatives have been considered and certain decisions have been taken. During
our final audit we were furnished a copy of written inatructions and procedures on
operator functions and systam bacik-up, the initial step undertaken by management
towards the development of a complete contingency plan. We were alsc informed that
the plans for UNICEF House include other storage sites within the building and that
as an interim measure steps have been taken to prepare another room at the present
building as a storage facility for back-up disks.

UNICEF Procurement and Assembly Centre

Cash management

Additional freight paid for c.i.f. and c & f deliveries

102. When goods are purchasad under either c.i.f. or ¢ & £ delivery tarms, the cost
of transporting the gooda from the point of origin to the specified destination
forma part of the invoice and purchase order price. Under exiasting practice the
destination may be the Centre‘s warehouse or a train station, shipping port or an
airport) however, every purcha. order issued specifies the destination point.
Consequently, even when the terms of delivery are eaither c.i.f. or c & £,
additional freight costs wmay have to he paid when the specified destination is a
station other than the Cantre's warehouse.

103. Our examination of 20 purchase orders disclosed 9 cases where a separate
freight invoice was paid for purchase orders with either c.i.f. or ¢ & f delivery
terms. In these nine instances we were able to establish that the amounts paid
covered the cost of delivery from the point of origin to the Centre's warehouse.

104. We recommended and the Administration agreed that freight invoices be reviewed
and checked against the related purchase orders before payment is effected.
Furthermore, we recommended that where payments have been made for freight costs
that, according to the terms of the purchase crder, were for the account of the
supplier, as in the nine cases cited above, a claim for reimbursement be made with
the suppliers concerned.

Payments based on pro forma invoices

105. Our verification of payments made against 20 purchase orders disclosed 4 cases
where paymente were effected on the basis of pro forma invoices and before the
receipt of the final invoice. 1In one case, involving an amount for $23,892, a
second payment was made on the basis of the final invoice. This duplicate payment
was subsequently recoverad through an adjustment of the supp.ier's claim on other
deliveries. The other three payments amounting to $115,342 were made to one
aupplier.

106. Since pro forma invoices do not represent valid claims, we recommended and the
Administration agreed that payments should only be made on the basis of final
invoices. 1In this connection, the Administration should also consider the
opportunity cost of premature payments.

-19-



Electronic data-proceasing snd accounting controls

Accounting for inventories and freight

107. Our review disclosed errors in electronic data-processing procedures that have
an ilmpact on the account®. As a consequence, no equivalence exists between the
recorded dollar amount and the local currency amount for two inventory accounts.
The dollar amount does not include the cost of freight, whereas, the local currency
amount. does. Since these recorded amounts are utilized in the computation of the

6 per cent freight cost, the resulting freight cost computation in local currency
is accordingly overstated.

108. The existing accounting irstruction requires the computation of freight cost
equivalent to 6 per cent of the cost of shipments received whenever the delivery
terms are either c.i.f. or ¢ & f. The freight computation is handled by a
programme that generates and posts accounting entries to the general ledger. Our
review of the computer programme, however, revealed that freight is computed only
for c.i.f. transactions. Hence, freight ¢~ats for ¢ & f transactions have not been
recorded in the appiopriate accounts since the programme went into production in
1980.

109. In our test of the invoice versus warerouse teceipt matching electronic
data-processing programme, we observed that, due to an error in the programme
logic, the processing leads to results that are contrary to the policy of carrying
the inventory account for goods nurchased under c.i.f. and ¢ & f delivery terms at
an amount net of the frelght costs.

110. We recommended and the Administration agreed that appropriate programme
revisions should be made. During our final audit, we observed that the first two
Programmes errors had already been corrected.

Valuation of issue orders packed

111. Under existing policy, issue orders packed are valued at standard material
costs plus a 10 per cent surcharge to cover packing and warehousing costs and a
freight charge of 6 per cent or a total hilling price equivalent to 116.6 per cent
of atandard material cost. This is the value at which UNICEF country programmes
and reimbursable procurement are charged.

112. Our review of the application of this policy disclosed that, due to a
rounding-off feature in the programme, actual billings ranged in value from 100 to
148.15 per cent of the standard material cost. These percentages are significantly
different from the standard of 116.o per cent,

113. Because of the significant impact of programmed procedures on the amounts
charged to country programmer and reimbursable procurement, particularly when large
order quantities are involved, we recommended that appropriate modifications be
made to the programme. The Administration accepted our observations and
recommendation; however, it informed us that the modifications could not be
implemented immediately since many programmes would be affected.

Decument number ing

114. The generation and assignment of numbers to documents such as purchase orders,
warehouse receipts, issue orders and clearance orders are done by the computer.
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The programmes processing the various transactions access the table of document
numbers and update the same by incrementing the document number by one.

115. Our teasts of completeness of documents, however, disclosed gaps or ununed
numbers in the series used for purchase ordera, wacrehouse receipts and iasue
orders. The gaps in the series may be attributed to the following causess

(a) Cancellation of a transaction before a record is created in the filey
(b) Abnormal termination of a programme;

(c) Programmed procedure of handling the document number;

(d) Technical problems.

116. Although the missing number remain unused in the aystem, there is, however, no
record that a transaction has been cancelled. Consequently, the completeness of
recorded transactions cannot readily be ascertained. 1In addition, control over
documents would “e difficult since no record of unused document numbers is
maintained.

117, We recommended that modifications be made to the programmes in order to
maintain an unbroken series of documents numbers. Furthermore, we recommended the
introduction of a record of cancelled documents in the files. The Administration

assured us that an immediate review and revision of the affected programmes would
be made.

Approval of accounting entries

118. Our review of the disbursement system disclosed that the Finance Section
performe the functiona of prioritizing and making payments as well as the posting
of these transactiona to the general accounting ledger. A review of the accounting
entries is made by the Accounts Section only after the posting has been completed.

119. In order to eliminate or lessen keying and account classification errors as
well as double posting, we recommended that the Accounts Section should approve
accounting entries before posting. The Administration agreed to effect the
transfer of the approval function as recommended immediately.

Accounting system

120. In our 1984 report we brought out the problems arising from the ugze by the
Procurement and Assembly Centre of a system of accounts classification that differs
from the system employed by UNICEF headquarters. During our final audit, our
overall review of the accounting system revealed the need for a formal accounting
aystem at the Centre that is compatible with the headgquarters' accounting system,
Not only will this bring the benefits of a subaidiary control accounting system at
the Centre, but it could also enhance the reliability and accuracy of the
"official” general ledger bhalances at headauarters and possibly eliminate the costs
associated with the coding of transactions twice. The UNICEF Administration's )
position that the accounts mairtained at the Centre are memorandum records only [
tended to undermine the necessity for complete, reliable and reconciled accounting
records at the Centre. While errors and weaknesses observed in t'e (antre's
accounts and accounting system were addressed, the reply of the Adminiscration of
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the Centre always appeared to be qualified by the assertion that the official
accounts were those maintained at headquarters.

121. We reiterated earlier recommendations and we were informed that UNICEF

headquarters had noted our recommend-tion and that the Comptroller's Division in
New York is presently considering a revision of the accou.inting aystem.

Greeting Card Operation

General ledger system

Basis of accounting

122. The comparision of the Greeting Card Operation's official income statement for
the campaign year ended 30 April 1985 witl, the combined income statement prepared
on the basis of the final trial balances of the New York and Geneva offices
disclosed material differences between the two sets of figures. Our examination
disclosed that these differences were due to the use of fixed budgeted exchange
rates in the general ledger system. For the campaign year ended 30 April 1985, the
system utilized the operational exchange rates in effect during the month of
October 1983 in converting revenues and expenses carried in local currencies into
dollars. Because of the significant variations in the exchange rates during the
period, the proper interpretation of revenues and expenses as reported in the
monthly income statement became more difficult for users. In this connection, we
wish to point out that budgeted rates constitute one of the principal tools for
manager ial control. However, in the case of foreign exchange rates that are not
subject to management control, it is preferred practice to utilize rates for
budgetary purposes that provide reasonably close apprcoximations to actual rates.

123. Another conseqguence of this basis of accounting le the need to convert
revenues and expenses at the end of the campaign year from the fixed budgeted to
actual exchange rates for purposes of preparing the income statement. We noted
that this conversion process was manually done and was time-consuming.

124. We recommended a re-evaluat.on of the present basis in accounting for revenues
and expenses because the financial data prepared on the basis of these dated
exchange rates could be misleading rather than informative.

125. The Administration informed us that when the original accounting system was
developed it was decided to ignore the impact of changes in exchange rates since
these are not subject to management control. In this manner, report users would be
provided a common basis to compare "absolute” performance with the work plan.
However, the excessive exchange rate variances in recent years have brought about a
change in the Administration's thinking and it has decided that all financial and
management reports would show operating results at both budgeted and actual rates.
This systems change, according to the Administration, was expected to be completed
before the close of the 1985 campaign on 30 April 1986.

Accounting period

126. In its statement of significant accounting policies, the Greeting Card
Operation maintains that its accounting period consists of the 12 monthe from 1 May
to 30 April of the following calendar year. Our examination, however, revealed
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that this policy was not consistently observed with respect to income measurement.
We have noted that deliveries, returns, gross sales, commissions and production
costs are accounted for on the calendar year-basis, while all other revenues and
sxpenses are reported on the basis of the atated fiscal year.

127. We recommended the revision of internal accounting practices to ensure that
all financial accounts are maintained in a manner that is consistent with the
fundamental accounting standard on the accounting period.

128. The Administration stated that use of the fiscal year for reporting purposes
was intended to allow for the lag in the receipt of sales reports from national
committees and Greeting Card Operation field offices after the close of the
calendar year. However, the Administration assured us that the audit
recommendation would be pursued in discussions with national committees and other
sales partners before a final decision is made.

Accounting controls

Receivable from consignees

129. During the audit last year we brought to the attention of the Administration
the failure to reconcile the balances of receivable from consignees accounts.
Reconciliation is a basic accounting control designed to ensure the reliability of
the affected accounts. Our follow-up review disclosed that no serious efforts were
taken to implement the recommendation. In this connection, we pointed out that

further delay could only render reconciliation work more difficult and
time-consuming.

130. Our examination also disclosed that during the last completed campaign year
there were significant delays in the recording of receivables from consignees. By
as late as November 1985, or 6 months after the close of the fiscal year, only 2 of
70 cash accounting reports that have been received had been taken up in the
accounts. This delay not only adversely affects the timeliness of the accounts but
also triggers yet another delay in booking up remittances from consignees.
Consequently, in lieu of a fairly straightforward system of recording, deferred
income accounts have been utilized for recording collections. These accounts also
had to be introduced bhecause, as the Board of Auditors reported last year, there
were a great number of cash receipt vouchers that failed to indicate the campaign
year for which the remittances were made. Our audit this year revealed that this
situation had not improved. For this reason, we nuggested for the consideration by
the Administration of a simpler and more efficient method whereby remittances will
be applied against the outstanding receivables on a first-out basis. The
Administration agreed to adopt the recommended method when the campaign year to
which a remittance pertains has not been specified.

131. We also recommended and the Administration agreed that the recording of

consignees accounts should be made goon after sales reports have been received and
reviewed.

Inventories at consignees

132. The Greeting Card Operation's income statement and accompanying notes state
that the cost of all goods delivered during the period was charged against the
revenues of the period. Hence, the existing accounting policy treats as period
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costs not only the cost of goods delivered and sold but also the cost of goods
delivered but unsold. Following this accounting treatment, the inventory at
consignees account should, therefore, have a zero balance on balance sheet date

133, The balance sheet of the Greeting Card Operation as at 30 April 1935, however,
shows an inventory of $9.2 million, including $1.6 million of inventories at
consignees. Thus, contrary to its stated accounting policy and generzully uccepted
accounting standards, the same cost element was reported twice, as an expense and
as an asset.

134. In response to the obeervation, the Admiristration stated that the amount
shown as inventory at consignees is actually part of the total accounts
receivable. Since the financial report for the 1984 campaign had already been
issued, the Administration assured us that the restatament would be made in the
comparative statements for the 1985 campaign year that closed on 30 Apr‘l 1336.

135. Our analysis of the 31 December 1985 halances of Lne inventories at (:nsignees
and related valuation accounts revealed unrecorded shipments to various cons!gnees
totalling $3.26 million. Of chis amount, $2.4 million represented shipments made
in October, November and December 1985. However, these shipments were invniced
only at the end of January 1986.

136. We recommended and the Administration agreed that invoicing be done promptly
and the recording be krpt up-to-date in order to minimize work backlog and to
ensure that available information is current.

Inventories ~ others

137. Our verification of the combined balance of raw materials, vork-ia-process and
finished guods inventories as at 31 December 1985 disclosed that the amount
reported to UNICEF was overstated by a little over 1 mill.ion dollars. This
overstatement was due mainly to udjustments made at the close of January 1986 that
were made retroactive to the period May to December 1985. Our review also revealad
that the varidity of these adjustments could not clearly be estublished because the
journal vouchers had either incomplete or no supporting documents.

138. We recommended and the Administration agreed that the bacikdating of
traneactions should be stopped and that the review process be strengthened to
ensure that supportiung documents are complete and valid before entries are made in
the acconunts.

139. Our review of the physical inventory conducted on 15 April 1985 revealed that
due to serious deficiencies in the count, the results could not be relied on as a
basis for adjusting the accounts, The inventory count results, had these been
reliable, cculd have helped partially in resolving other problems that we brouynt
to the attention of the Administration during our audit of th- 1984 accounts and
that we observed during the last audit to have continued. These problems ace the
increasing number of negative inventory balances in the inventory managoment
records (inventory management file) and the differences between the inventory
management file ralances and the general iedyer. We noted, for instance, that
between December 1985 and April 1966 there was a 68 per cent rise (from 373 to 525)
{in the number of items with negative balances. Further verification disclosed that
a major reason for the abnormal inventory balances and the unreliability of the
inventory management file was the control breakdowns in the operations department,
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Amr~g thede weaknesses were the transfer o: movement of stock from one location to
another without the required documentation. erroneous coding of asource documentsa
and incorrect data entries. With respect to the second problem, we noted that ss
at the 31 December 1985 financial statements the general ledger inventory balance
was $1.4 million higher than the inventory management file balance.

140. Inventories lie at the corce of the Greeting Card Operation's activities.
Consequently, accounting controls should be most effective over this asset. The
Administration informed us that the monthly reconciliation of the inventory
management file 2:d the general ledge: had been started in January 1966 and that
changes in existing »sroccdures would be made in order to minimize the negative
inventory balances. Finally, the RAdministration informed us that a physical
inventory count has been scheduled for August 1986 and that this count would be
carefully planned and participants would be properly instructed and supervised.

Production centres

141. Our review of accounting procedures relative to the operations of the Canada
Production Centre revealed that procedures are inefficient and fail to provide
adequate management information as a basis for evaluating the Centre's financial
performance and the comparative coat advantage of having the printing done in
Canada rather than in New York.

142. In this conrection, we present. two alternatives for the consideration of the
Administration. One alterrative was to treat the Centre as a real produc*ion
centre in the accounting system so that separate accounts would be provided for

it. The second alternative was to consider the Centre as anotl.er Greeting Card
Operation outside printer, in whicl case shipmenta to it would be accounted for as
a transfer betrween production centres.

143 The Adninistration opted for the first alte .tive and decided on its
immediate implementation. Furthermore, the Administration informed us that this
policy would be extended to other production centres outside New York such as
Brazil and Singapore.

Accounts payable

144. Our analysis of the accounts payable balances disclosed unrecorded lia' ilities
as at 31 December 1985 because of delays in the update of the inventory management
file. We also noted a payable to Geneva arising from importations for which there
was no coiresponding receivable balance in the Geneva accounts. Finally, due to
incorrect journal entries the receivable and payable accounts with UNICEF for the
Greeting Card Operation payroll and the related accounts were overstated as
follows: azcounts payable - $240,520, accounts receivable - $256,406, payroll
oxpenses - $64,094, and staff assessmernt - $80,000.

145. We recommended and the Administration agreed that accounting controls be
strengthened to ensure that accounts are properly stated, particularly on financial
reporting dates.

Special programmes

146. Our review of special programmes revealed that an amount of $569,168,
consingting of royalties from flagatamps earned during the 1920 to 19384 campaign
years, was recognized as income only during the 1984 campaign.
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147. We recommended and the Administration agreed that cut-off procedures at
campaign year-end need to be improved and atrengthenad.

Profitability analysis

Commissiona and direct expenses

148. Our analysis of financial operations disclosed that total commissjons and
direct expenses of field officea during the 1984 campaiq . were equivalent to

26.7 per cent of gross sales. The organization's objective is to keep these
expenses lown to at moat 25 per cent of groas sales. We noted that the Greeting
Card Operation has in fact managed to keep these rates at leas than 10 per cent in
two regional markets.

149. However, we observed that in the regional markets of North America, South
America and Asia these expenses were significantly above the targeted ceiling. Our
analysia indicated that had these expenses been kept within the targeted maximum,
the Greeting Card veration could have reduced expenses by as much asa

$1.4 million. At the country level, our analysis disclosed that in 11 cases these
expenses were at least 30 per cent of gross sales, with the 2 highest being 65.6
and 53,3 per cent.

150. We recommended that the Greeting Card Operation look into the causes for these
abnormally high levela of commissionas and direct office expenses so that measures
can be taken to contain these expenses within the targeted ceiling. The
Administration informed us that negotiations with a North Amer ican committee are
continuing to bring down the 40.1 per cent rate of commissions. In the case of
South America, the excess was due mainly to additional expenser incurred in
building up Brazil as a regional production centre and the impact of severe
inflationary trends in the region. 1In the Asian region, according to the
Administration, the sales organizations for Japan and Korea had to be built up,
with the expectation of generating higher salea from those marketsa.

Card sales and supply

151. During the 1984 campaign, the Greeting Card Operation sold a total of

111.47 wmillion cards from a total supply of 198.23 million cards. This translates
to a sales %0 supply ratio of 1:1.77 or sales equivalent to 56 per cent of supply.
On the average, therefore, a consignee sold only one card for nearly every two
cards on hand.

152. Our anaiysis at the level of the regional market disclosed that the North
American and South American regions had the worst sales to supply ratios
(percentage) of 1121 (47 per cent) and 1:2 (50 per cent) respectively. The
South-West Pacific reglon hrd the best sales to supply ratio at 1:1.32

(75 per cent).

153. At the country level we 1 'mit~d our analysis to the 24 countries that reported
gross sales of at leant $500,(00 sach during the 1984 campaian. Our analysis
tevealed that six countries nhad sales to supply ratios worse _L.an 112

(50 per cent), with the lowest being 1:3.51 (28.4 per cent).

154. We recommended that the causes for the abnormally low salus to supply ratios

be looked into so that appropriate steps can be taken to improve ihe ratios in a
manner that will briny about a favourable impact on the gross profit on sales,
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155. The Administration intormed us that the improvement in tha sales to supply
ratio ias another marketing objeactive and that the medium-term plan showa an
imp-oving trend starting with the 1986/87 campaign year. 1In various countries,
accordirng to the Administration, a large volume of sales i. carried out by poat
offices and banks. Due to the enormity of the sales network it may not always be
possible to monitor smales trends for each outlet effectively. On the other hand,
according to the ¢ iministration, because ti.z networks are so extensiva they
represent potentianias that the Greeting Card Operation continues to capture.

Electronic data-processing controls

Electronic data-processing steering committee

156. Our review of computerization efforts at the Greeting Card Operation in New
York provided strong indications that these efforts and resources could have been
better managed. Among our rore significant findings are the following:

(&) In connection with the acquisition of software packages frow a supplier,
we ohserved that the selection criteria and the results of the evaluation of the
packages were not formally presented to the Administration for review and approvalj

(b) Competitive bidding was not resorted to in the acquisition of these
packages)

(c) The general ledger system required extens.ve modifications by the
Greeting Card Operation's electronic data-processing unit because the package could
handle only one currency, did not provide for dollar and non-dollar fields. was not
integrated with the inventory system and did not provide for a document number and
document type)

(d) Two of the packages, the procurement system and the sales order system,
were never utilized)

(e) Modifications to the general ledger, accounts receivable and accounts
payable software packages were designed and developed without the i1uvolvement of
the Finance and Budget Section.

157. We recommended and the Administration agreed that an electronic
data-proceasing steering committee he constituted in order that standard policies
and guidelines can be provided to the computerization efforts and to ensure that
these policies and guidelines are followed.

Sysrtems development process

158. Our examination of the procedures followed in the systems development process
revealed that users' acceptance at the systems design, development and testing
atages were not formalized.

159. In order to ensure a more effective systems implementation, it is important
that users and systems analysts/programmers be afforded tre opportunity to review
together e results of each stage in the systems development process. ‘e
recommen: and the Administration agread on the need to involve users in the
different phases of systems development.
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Application controls

160. Our evaluation of the manual interface of the inventory management system with
the general ledger system disclosed that backdated corrections to production
reports cannot be taken up in the booka of accounts. Our analysis of 19 corrected
production reports revealed that 18 of these reports with correctiona affecting
data on quantities were never taken up in the accounts. As a consequence, the
balance of the invantory management system does not reconcile with the gencral
ledger balance, with the latter balance in error.

161. We recommended that the Finance and Budget 5ection should undertake ¢ detailed
analysis of all corrected production reports for all document types and reflect all
correctiona in the accounts. In addition, we recommended that backdating of
corcrections to production reports of prior months should never be allowed. If
corrections have to be made to production reports of prior months, we recommended
that these corrections ba entered and treated as new transactions during the month
when these are mnade so as to e.able the Finance and Budget Section to enter these
corrections in the accounts,

162. The Administration informed us that effective 9 January 1986 programming
changes were implementad that render it impossible to backdate data for the
inventory management system into a prior month.

Write access controls

163. Our review of the requests for access authorization revealed that four staff
members in the Finance and Budget Section have heen granted write access to the
inventory management system. This situatior allows staff from the s .ction to
update inventory records that are the responsihility of personnel in operations and
does not provide for the appropriate segregation of functions.

164. We recommended and the Administration agreed that the access rights granted to
ataff in finance be rescinded.

Write-offs of receivables and losses

165. The Administration informed us that, after due consultation with UNICEF
offices and, where appropriate, with donors, govecnmental and non-governmental
receivables amounting to $8,954,370.17 were written off in 1985. Of this amount,
$3,611,880.58 were from general resources and $5,342,489.59 were from supplementary
funds. In addition, we were informed that losses of cash amounting to $3,333.34
and obsolete supplies at the Procurement and Assembly Centre amounting to
$272,878.32 were written off during the year.

Comments on matters dealt with in the report for the year 1984

166. Our follow-up on matters raised in the Board's report for 1984 1/ disclosed
that they have either been dealt with tc our satisfaction or are covered again in
this report. We have provided recommendations again in the areas of budgetary,
accounting and electronic data-processing controls, the use of consultants, air
travel accommodation and the rates of the daily subsistence allowance.
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IIT. AUDIT OPINION

We have examined the following appended financial statements, numbered I
to VI, properly identified, and relevant schedules of the United Nations Children'a
Fund for the financial period anded 31 December 1985. Our examination included a
general review of the accounting procedures and such tests of the accounting
records and other supporting evidence as we considered necessary in the
circumstances. Az a result of our examination, we are of the opinicn that the
financial statements present fairly the financial position as at the end of the
peciod and the results of its cperations for the period then endeé. The financial
stataments were prepared in accordance with the stated accounting p.inciples, which
were applied on a basis cons’ctent with that of the preceding financial petriod, and
the transactions were in accordance with the Financial Regulations and legislative
authority.

(Signad) R. T. NELSON
Auditor General of Ghana

(Signed) A. DEPOY
Senior President of the Court
of Accounts of Belgium
(Signed) Teofisto T. GUINGONA, Jr.

Chairman, Commission on Audig,
The Philippines

30 June 1986
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IV. OBSERJATIONS OF THE EXECUTIVE DIRECTOR OF UNICEF ON THE
COMMENTS AND RECOMMENDATIONS OF THE BOARD OF AUDITORS

Introduction

1. The report of the Board of Auditors is reproduced in section 1T above. 1In as
much as the audit findings and recommendations as well as the Administration's
repliea are included as part of the Board of Auditor's report, the Executive
Director makes observations only to those points where further clarification can be
useful.

2. Many of the audit findings, especially on computer systems, reflact the depth
of the technical review performed and specific actions that are being taken to
correct them.

3. Adjustments to balances and strengthening of procedures and controls are also
beaing made as indicated by the Administration on each jtem.

Capital assets (audit, pacas. 213-34)

4. UNICEF is authorized to acauire and hold property (General Assembly resolution
59 (I)). Over a period of many years buildings for staff housing as well as office
space have been acquired and their cost amortized by earned rent or yearly charges
to the budget. The same procedure has been applied for other capital assets
intended for long-continued use such as warehouse equipment, me~"inery and computer
hacrdware. This policy and procedure'havo been confirmed on more than one occasion
by the UNICEF Executive Board through the medium-term plan.

5. The recommendation by the Auditors to submit to the Advisory Committee on
Administrative and Budgetary Questions and to the Executive Board the planned
acquisition of capital assets in a more formalized manner inastead of through the
medium-term plan is being considered with all its implications for future
application.

6. Computer equipment acquired for the use of the secretariat in tho past have
been charged to the budget for its total ccst. In 1984, a plan to expand the use
of computers was reported to the Executive Board. This gave rise to the policy of
capitalizing computer acquisition and was covered by accounting instruction 85/6.
On the recommendation of the Auditors the accounting procedures were refined and
accounting instruction 86/5 was issued to amortize the cost of such acquisition
over a period of five years.

7. Computer equipment purchased by UNICEF and provided to projects are accounted
for as programme expenditures for its total cost.

Budgeting controls (audit, paras. 35-41)

8. The Administration agrees with the Auditor's recommendation that expenditures
be charged against the current budget when the related obligations have lapsed in
accordance with the United Nations Financial Regulations. Other recommendations
for tightening controls in settling travel claims, rental subsidies and
repatriation grant have already been instituted.
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Travel costs of members of the Executive Board (audit, paras. 42-45)

9. UNICEF defrayed the travel and subsistence costs of attendance to the 1985
session of the Executive Board for one government delegate from each of nine
African countries on a special basis when there was a need to ensure the vitally
important availability outside the Executive Board context of the individuals
concerned as advisora on UNICEF atrategy in Africa, in negotiations on
supplementary funding for various country programmes and in discussiona regarding
the expanded programme on immunization. In one case the presence of the supported
individual played a significant role in the subseauent funding of a $2,000,000
water project.

10. Furthermore, extensive discussions outside the Executive Board context were
held with some of the supported individuals on the goal of universal child
immunization by 1990. The importance of these deliberations is underlined by the
fact that 1986 has been declared the Africa Year of Immunization.

11. The above decision to support African individuals should be seen in the light
of the urgency of strengthening UNICEF's capacity in Africa at a time of wideapread
emergency ~ over the past few years a prime preoccupation of the organization.
There i8 no intention of letting it become a precedent for similar actions in
future years.

Tranafer of expenditures from budget to programme (State of the World's Children
Report) (audit, paras. 46-50)

12. 1In 1983, the budget proposal for the next biennium submitted to the Executive
Beard included the estimated cost of producing the State of the World's Children
Report as part of the budget for the Division of Communication and Information,

13. Since then the Report has grown to become a most powerful and effective organ
of advocacy through which political authorities, national leaderships and people in
various walks of 1ife were motivated and mobilized for and on behalf of the
survival and development of children. It has been translated into 31 language-
with worldwide circulation. With its increasing outreach, the role of the report
was appraised and it was felt that it had developed into a programme promotion
tool. This was reported to th~ Executive Board. The change in nature of the
related expenditures, in view of the Executive Board acceptance, made it a proper
charge and within the commitment approved for Interregional Fund for Programme
Preparation. The corresponding funding in the budget for tne biennium 1984-1985
for the report that was not utilized was cancelled as part of the budget savings.

Consultants ‘audit, para. 62)

14. 1In accordance with the Auditors' recommendation, the use of former staff
members as consultants has in 1986 been limited to what is allowed by the General
Assembly resolution 37/237 of 21 December 1982 (sect. VIII, para. 3), except in the
one case noted below.

15. 1In 1985 the Advisory Committee on Administrative and Budgetary Questions and
the Executive Board of UNICEF recommended the formulation of a set of financial
regulations appropriate for UNICEF's reaquirements. After giving due consideration
to all the options, it was decided that this task could be by far the best
accnomplished b, a staff member who has recently retired after 25 years of service
in UNICEF in the field of finance. This decision was considered an exceptional
case and will be limited to the completion of this specific task.
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Accounting and financial reporting (audit, paras. 63-121)

16. In the reccont pas. the infoirmation aystem of UNICEF was changed from a
centralized information under the (nmptroller's Diviaion where the Accounts Section
was the largest user, to a aistributed data processing located in functional areas
in headquarters as well as at the Frocurement and Assembly Centre and at New Delki.
The ¢! unge, when comp’..ced, will result in a network of integrated information
systems where data can be transferred f.om and to the variouse sub-systems.

17. As noted by the Auditora, various difficuities have been enccuntered with the
interfacing of sub-gystems with the Comptroller's main accounting system at
headquarters. These sub-systems had been developed primarily to satisfy 1nocal
management needs. Fo. reascns o7 sxpediency and economy, temporary adaptzticns
were made to the subh-systems to enable them to transfor data to the Comptroller's
system but not the reverse way, thus making the Compt:oller's data bank the only
one that contained comp?zte accounting information. fThe technical adaptatvions were
also found not to be very effective.

18. As recommendad by the AL 'itors, plans are being made to revisge both the
sub-systems as well as the Tomptroller's system to make it more compatible and

effective. 'The sfeed of the revision would, however, depend on available resources.

19. Reconciliations and adjustments are also Leing made on the various accounts
mentioned by the Auditors,

reeting Card Operation accounting period (sudit, paras. 126-)28)

20. The Auditors have pointed out difficulties resulting from different repc. cing
periods between the Greeting Card Operation and UNICEF.

21. With the change in accounting format in the Greeting Card Operatic: because of
its commercial nature, the consolidation of its income and expenditur: statement at
mid-term with UNICEF's accounts at the end of the calendar year gav:. rise to many
of the Auditor's findings on consistency.

22. The recommendation will be pursued by the Administration in discussion with
national committees and other sales outlets. Meanwhile, steps have been taken to
ensure consistency in the treatment of various transactions and in consolidation
with UNICEF accounts.

Financial regulations

23. The formulation a set of financial regulations most appropriate for
UNICEF's reguirements . .is recommended by the Advisory Committee on Administrative
and Budgetary Questions in 1985 and by the UNICEF Executive Board in 1986. The
recommendation of the UNICEF Executive Board has bheen favourably considered by the
Economic and Social Council at its second regular session of 1986 and in this
regard a decision of the Economic and Social Council has been made. Should the
General Assembly approve the decision of the Economic and Social Council the UNICEF
Financial Regulations will be submitted for review and approval at the 1987 sesgion
of the UNICEF Executive Board.
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STATEMENT I

COMPARATIVE STATEMENT OF INCOME AND EXPENDITURES FOR THE YEAR ENDED 31 DECEMBER 1985

(United States dollars)

1984

1985

185 014 725.03

6 394 911.77
14 768 080.99
27 534 810.00

233 712 527.79

78 379 786.14
25 228 582.89

5 143 740.43
108 752 109.46

342 464 637.25

(10 742 451.60)

331 722 185.65

153 241 665.29

85 175 825.62
$ 931 750.10

59 514 139.05

303 863 380.06

40 901 738.45

344 765 11€.51

INCOME

General resources

Contripbutions from Governments
Contributions from non-governmental sources
Greeting Card and related operations

Other income

Total general resources

Supplementary funds

From Governments

From non-governmental sources

From the United Nations system
Total supplementary funds

TOTAL INCOME

Net change in value of assets and

liabilities due to exchange rates

NET INCOME

EXPENDITURES

For programme co-operation from:

Geheral resources
supplementary funds other than
Unitea Nations system
United Nations system
Programme support services

Total programme co—operation

Administrative services

TOTAL EXPENDITURES

(13 042 932.86) INCOME OVER (UNDER) EXPENDITURE

{Schedule 1)
{Schedule 1)

{Schedule 2)

(Schedule 1)
(Schedule 1)
{Schedule 1)

(Statement 1IV)
(Statement 1IV)
(Statement VI)

(Statement VI)

(Statement V)

190 569 198.37
19 241 110.56
10 058 264.08

_27 706 045.75

247 574 618.76

85 338 852.80
37 343 386.75
3 703 621.08

126 385 860.63

373 960 479.39

827 605.43

374 788 084.82

161 025 516.16

112 277 637.92
5 273 546.97
66 354 745.05

344 931 446.10
44 878 875.48
389 810 321.58

(15 022 236.76)

e

Statements III to VI and notes 1 to 20 form an integral part of this
conjunction with it. :

(Signed) Karin LOKHAUG '
Comptroller
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STATEMERT 11

COMPARATIVE STATEMENT OF ASSETS, LIABILITIES AND THE FINANCIAL POSITION AS AT 31 DECEMBER 1985

(United States dollars)

1984 1985
ASSETS
139 576 760,17 Cash holdings {schedule 3) 110 730 537.70
Contributions receivable:
119 145 016.80 For current and prior years {Schedule 4) 135 346 629.12
17 656 381.97 For future years {Schedule 7) 40 434 483.84
Deposits with governmental agencies
16 355.13 and suppliers
Accounts receivable, advances
25 500 988.97 and deposits (Schedule 5) 25 966 715.19
36 550 156.28 Inventories {Schedule ¢) 39 353 732.50
3 059 583.87 Capital assets {Schedule 10) 3 160 390.33
341 505 243.19 354 992 488.68
LIABILITIES
Contributions for following years
19 115 907.20 pledged and received in advance {Schedule 7) 41 711 428.76
Greeting Card and related operations
6 268 880.52 income received in advance 10 765 874.27
Accounts payable and other
30 794 789.55 unliguidatea obligations {Schedule 8) 30 815 689.39
Trust fundss
Reimbursable procurement and
23 443 597.00 other services {Scheaule 92) 24 862 356.27
45 387.45 Maurice Pate Memorial Fund 22 705.28
200 000.00 Reserve for insurance 200 000.00
79 868 571.72 108 378 053.97
261 §35 671.47 EXCESS OF ASSETS OVER LIABILITIES 246 61:4 434,71

Statements III to VI and notes 1 to 20 form an integral part of this statement and should be read in
conjunction with it, especially with regard to outstanding commitments., &tatement IV shows $878 million of
conmitments to be financed from future income.

{Signed) Karin LOKHAUG ' (Signed) James P. GRANT
Conptroller Executive Director
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STATEMENT OF CHANGES IN PINANCIAL POSITION FOR THE YEAR EWDED }1 DECEMBEF 190%

STATEMENT III

(United States Jollars)

1984

1985

331 722 185.65

8 125 444.52

9 159 936.05

867 055.62

2 739 034.61

7 974 133.74

360 587 790.19

344 765 118.51

897 611.29°

8 391 559.69

3 193 149.30

1 151 709.20

156_169.06

358 555 317.05

I

2 032 473.04

SOURCES OF FUNDS

Total income for the year
Increase in trust funds

Decrease in contributions receivables
For future years

Increase in contributions for following
years pledged and received in advance

Decrease in deposits with governmental
agencies and suppliers

Increase in Greeting Card and related
operations income received in advance

Increase in accounts payable and
other unliquidated obligations

TOTAL FUNDS PRWIDED

APPLICATION OF FUNDS

Total expenditures for the year

Increase in contributions receivable:
For current and prior years

For future years

Decrease in contributions for following
years pledged and received in advance

Increase in inventory

Increase in accounts receivable
advances and deposits

Increase in capitzl assets

TOTAL FUNDS USED

INCREASE (DECREASE) IN CASH AND INVESTMENTS

(Statement I}

{Statement I)

374 788 084.82

1 396 067.10

23 595 511.56

16 355.13

4 496 993.75

—20899.84

403 313 922.20

|

389 810 321.58

16 201 612.32

22 778 101,87

N

2 803 576.22

s

1.
465 726.22

100 _806.46

432 160 144.67

“

(28 846 222.47)
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STATEMERT IV

COMMITMERNTS TN 1985 (SUMMARY OF STATEMENT V)

{(United States dol.ars)

Fros Prom supplesentarv funds
aeneral Governsent and United Nations
resources others systes Total
Unspent balance of ccssitments
as at 1 January 1985 614 433 414.09 192 762 422.68 11 351 758.94 818 547 595.71
Approved at the Executive Board
session a/
New commitments 555 572 885.00 555 572 885.00
Savir-s and deficits 30 970.05 30 97v.05
Made between Executive Board
sessions 144 907 574.97 4 000 882.00 148 908 456.97
Adjustrents to commitments:
Budget savinas for 1984
and 1985 (* 134 201.97) (8 134 201.97)
Other : {30 410.08) (30 410.08)
1 161 903 067.17 337 639 587.57 15 352 640.34 1 514 895 295.68
Expenditures 272 259 136.69 112 277 627.92 5 273 546.597 389 810 321.58
Unspent bzlance of commitments
as at 3! Decesber 1985 889 643 930.48 225 361 949.65 10 079 093.97 1 125 084 974.10
Excess of assets over liabilities 51 980 942.89 187 251 766.85 7 381 724.97 246 614 434.71
To be financed from future incomse 837 662 987.59 38 110 182.80 2 697 369.00 878 470 539.39

—————————————

——————————
||| cee—e———

e —————————————————
e

3/ B/ICEF/1985/12.




STATEMENT V

FROGRAMME CO-OPMRAT ION

STATEMENT OF COMMITMENTS, RXPENDITURKS AND UNSPENT BALANCES OF COMMITMENTS TO BE FINANCED FRUM
GENKRAL HESOUNCEH, SUPPLEMENTARY PUNDS AND PUNDN-IN-TRUST FHOM THE UNITBD NATIUNS SYSTEM FON

{United Htates aollars)

TLY YRAR ENLED 31 DECKMBRR 1943

Unspent Unspant
balances of balances ot
commitments New commitments

Area and country assistance 1 January commitments Total Expendaiture 31 Devember
AFRICA
Angola 4 875 553.04 3 235 o0l12.00 8 110 565.04 4 126 632.52 3 983 932.52
Benin 4 197 076.54 4 197 076.54 991 705.33 3 205 3,21
Botswvana 1 160 331.69 1 160 331.69 182 368.53 977 963.1%
Burkina Faso 7 216 820.04 1 440 345.00 8 657 165.04 3 2350 8%1.03 S 406 314.01
Burindi 3 293 351.19 1 348 392.00 4 641 943.19 4 700 360.44 1 941 %82.75
Cameroon 1 068 908.36 3 606 453.00 4 675 361.36 432 847.68 4 242 513.68
Cape Verde 530 265.50 181 441.00 711 706.58 104 975.42 606 /31.16
Central African Republic 4 167 611.21 260 468.00 4 428 079.21 855 430,55 3 572 648.66
Chad 4 181 699.04 8 424 550.00 i2 616 249.04 3 367 360.62 9 240 886.42
Comoxos 276 676.08 200 000.00 476 676.08 72 287.05 404 309.03
Congo 240 700.18 240 700.18 124 605.22 116 034.96
COte d'Ivoire 1 727 381.63 1 998 000,00 3 725 381.63 739 343.20 2 986 038.43
Djibouti 1 042 360.%3 446 55%0.00 1 48y 918.53 1 020 764.91 460 153.62
Bguatorial Guinea 265 995.28 485 995.28 166 044.20 119 951.02
Ethiopia 31 418 483.7¢ 15 741 344.00 47 159 833.7¢ 20 339 l15.06 26 800 718.10
Gasbia 929 625.02 13 457.00 943 082,02 428 786.62 843 2¥5.40
Ghana 1 818 970.5¢ 9 611 748,00 li 430 718.%6 1 879 664.5%6 9 551 054.00
Guines 445 186.75 1 861 000.00 4 306 186.75 905 894.42 1 400 292.33
Guinea-Bissau 2 661 356.89 2 661 336.89 008 972.39 1 972 384.%0
Kenya 4 049 597.37 6§ 366 000.00 10 415 597.57 1 330 259.98 9 085 337.69
Lesotho 1 333 528.36 86 046,00 1 419 574.36 423 233.29 996 341.07
Liberia 357 669.44 357 669.44 451 356.97 (93 687.5%))
Madagascar 917 584.5¢6 5 518 529,00 6 436 113.%6 1 048 675.79 % 387 437.77
Malawi 5 919 ¢26.50 S 919 628.50 1 003 444.17 4 91% 784.33
Mali 9 057 806.02 3 113 ¥l6.00 12 172 622.02 3 346 616.71 6 825 00%.31
Mauritania 2 766 770.67 1 279 323.00 4 046 093.67 1 581 332.5% 4 464 761.12
Mauritius 283 071.34 283 071.34 71 639.41 211 411.9)
Hozambique 3 598 455.02 19 570 273.00 23 168 728.02 4 203 991.42 18 964 736.60
Niger 4 351 190.2% 8 491 635.00 12 842 825.28 3 304 236.74 9 %34 586,51
Nigeria 5 022 287.70 5 022 287.70 6 246 818.62 (1 224 530.92)
wanda 1 634 202.14 1 631 202.14 1 001 931.88 649 270.326
Sao Tome and Principe 37 319.49 37 319.49 19 521.08 17 7198.41
Henegal 3 591 395.68 721 22%.00 4 312 620.68 1 843 383.7% 2 469 236.9)
Seychelles 110 103.26 110 103,26 39 039.%7 51 063.69
sierca Laone 945 988.51 4 456 000.00 % 401 988.51 302 146.29 4 899 842.22
Somalia 7 480 676.89 1 124 744.00 8 605 420.89 3 002 3574.37 5 602 8406.52
dwasiland 46 962.07 30 201.00 677 163.07 172 979.31 304 184¢.76
Togo 3 997 424.99 3 997 424.99 446 582.83 3 570 842.16
Uganda 10 193 172,87 14 810 708.900 2% 00) 880.87 7 549 340.0% 17 ¢%4 340..)
United Republic of Tanzania 35 712 323.70 563 155.00 36 275 478.70 9 150 673.5% 47 124 60%.1%
daire 8 193 419,06 Y 19) 419.06 2 367 8572.94 5 628 647.07
dambis L 334 170.15% 1 334 170,18 471 166,70 963 CO03.45
Aimbabwe 5 557 791.%8 1 955 g64.00 7 512 855.58 1 474 234.54 6 438 621.04
Pegional 4 389 §45.74 442 081,00 4 9l 946.72 _1 8oL 342.66 4. 930 523.86
Atea total 193 027 746,94 116 877 704.00 309 905 512.91 95 412 975.73 414 791 537.18
= = e 4
EAST ASIA AND PAKISTAN
Bang ladesh 64 16l 666.54 4 466 S44.00 60 LAY 410.54 12 626 079.7¢4 56 002 330.400
Buraa 28 345 375.47 2 230 834.00 31 376 209.47 9 701 813.32 22 674 396.13
China 60 458 732.66 413 639.00 60 872 376.6% 0 657 676.0L 54 214 700.65
Inconesia 6 624 826,13 46 965 432.00 53 590 2%54.1° 7 Y62 267.49 46 027 990.64
Kaupuchea 7 101 167.35 3 196 0¥6.00 1G 287 203.3% 4 201 §149.30 6 0DY5 924,0%
Kampuchean reliat 417 250.84 217 250.84 (50 do2.41) 468 113.2%
Lav Peoplo's Democrativ Republic 3 383 &U8.69Y 1 242 022.00 4 0647 830,09 1 312 328.M4 4 315 %02.15
Malaysia 6.2 426.00 692 426.00 270 127.42 422 298.%8
Pakistan 6 643 384.96 1 2906 542.00 57 940 130.98 T 925 Wl.llL SC 0L4 HLY.uY
Papua New Guinea $31 324.12 EEFRR PR I V) 5L d27.02 480 098,50

-40-



HSUNTRMENT V' (continued)

Unspent Unspant
balances ot halances ot
cummitients New commitnents

Area and countty assistance 1 January commitments Total Exponditure il December
FASL ASIA AND PAK1ISTAN
(continuad)
Phitlippinen 10 206 433.85 823 645.00 1l 032 078.8% 3 331 934 46 7 700 143.99
Kepublic ot Korea 1 383 482.2: 1 383 482.23 588 565.14 824 917.09
Thailand 14 910 528.26 4 652 228.00 19 762 756.26 4 676 634.49 1% 086 121.77
Viet Nam 25 692 531.80 2 297 081.00 47 989 612.80 5 432 L99.08 24 557 413.72
Pacific {uland countries 795 358.20 246 404.00 1 041 762.20 431 257.69 610 504.51
Koyional 26% 543.23 205 543.23 140 747.42 44 7L 5.9
Area total 281 638 248.3>» 68 630 467.00 350 268 715.13% 63 B2 646.72 446 440 vo8.0)
SOUTH CENTRAL ABIA
Atghanistan 5 590 H94.90 5 L90 694.90 1 777 022 64 3 813 872,49
Bhiutan 4 087 94l1.67 4 156 6b61.15 B l44 b22.82 909 64,76 7 335 253.06
Inuia 42 792 16l.63 157 608 194,00 200 460 354,63 31 BH4 041,95 led 575 714.68
Maldivews 1 233 362.05 205 356.00 1l 438 718.05 408 76l1.40 1 129 9h0.6%
Mongoul la 31 715.84 31 715.64 3 547.00 48 138.84
Nepal 12 272 015.06 3 841 048.00 16 113 063.06 4 857 04v.82 1l 256 0Ll3.24
Lri Lanka 15 118 Ju/.32 1 213 576.00 16 331 443,32 3 145 940,32 13 185 943.00
Area total Bl 126 398.47 167 084 834.15 248 211 252.62 42 86 3l2.80 20% 424 939.76
MIDDLE EAST AND NORTH AFRICA
Algoria 417 838.495 135 060.00 552 838.95 180 o81.45 374 157.50
Bahrain 241 576.90 241 576.80 106 %32.81 134 643.92
bDomocratic Yemen 326 298.79 4 560 893.00 4 887 191.79 694 615.07 4 192 ¢55.92
Eyypt "l 544 402.40 168 117.00 21 912 519.40 5 286 253.68 16 626 265.72
Iran (lslamic Republic ot) 16 996.86 16 996.86 74.31 16 922.55
Jordan 328 851.07 348 851,07 230 298.69 .4 552.38
Lebanon 14 675 045,32 4 813 686.00 LY 488 731.32 5 443 062.95 14 045 668.37
Lebanon rehabilitation 5 270 457.85 (4 950 452.18) 2 320 UG5.67 1 008 055.33 1 311 ¥50.34
Morocco 4 597 970.59 4 597 970.59 1 1%0 473.84 4 407 496.75
Oman 735 867.29 700 ©00.CO L 445 867.729 516 189.35 919 677.94
sudan 11 532 171.60 8 590 6804.00 40 122 975.60 7 6l8 931,17 12 .04 044.43
Syrian Acab Republic 929 178.04 929 178.864 51% 205.48 413 893,36
Tunisia 4 181 348.59 2 181 348.59 6ol 2/8.68 1 518 069.91
Turkey 667 231.92 667 231.92 332 671.29 334 560.06)
Yemen 4 J82 586.33 1 822 207.00 6 104 853.33 1 250 185.45 4 954 667.88
Palestinian children and mothers 3 330 066.06 393 908.00 2723 974.06 957 270.02 2 766 704,04
Reyional J4_064.43 44 904.62 18 _967.0% 44 92b.44 34 034,57
Area total 71 204 951.6% 16 479 127.44 69 691 079.13 26 039 208.92 63 051 ¥70.21
EUKOUPE
poland 30 _410.08 (30 410.08)
Area total 30 410.08 (30 410.08)
PIIE AMERICAS
Antigua and Barbuda 42 429.20 42 429.20 24 19%.17 18 234.03
Argentina 2 160 782.00 4 L0 782.00 497 615.44 1 633 166.5%6
HBarbadus 192.94 792.94 792.94
belize 608 61G.1) 314 557.00 923 le7.1L 485 64%5.59 437 511.52
Bulivia 5 016 997.74 1 075 647.00 6 U92 644,71 3 274 463.32 42 Y20 161,39
Brazil 2 350 477.00 780 981.00 4 131 458.00 L 144 2:4.40 1l 987 233.80
Chile 3 826.5% 333 199%.00 337 025,55 168 249.70 L4t 775.48H
Colonbia 5 22% 37%.487 4 637 339v.00 7 862 714.87 4 200 934.04 5 b6l 776.83
Costa Wica LoY 949.29 217 33100 447 280.29 114 127.14 133 154,11
Cuba 236 938,74 436 9i8.7) 103 416.6) 133 422.08
bomintca bo 139,70 (480.00) 66 2%9.70 2) 248.%7 4% 011,19
Dominican Republ i L 399 v/2.51 L399 672,51 447 an2.81 952 409.70
Ecuador 912 06%.79 912 UO5.7Y 491 0bu.8B1L 20 996.98
Il s lvauor 252 UlH.B6 452 000.u0 L 104 BlB.60b 210 4H4.34 494 360.5)
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STATEMENT V (concluded)

Unspent Unspent
balances of halances ot
commitments New commitments

Area and country assistance 1 January commitments Tota) Expenaiture J1 bDecember
THE AMERICAS (continued)
Urenada 7 100.81 7 100,84 7 100,061
Guatemals 1 751 6889.23 621 739.00 2 373 628,23 687 7192.80 1 685 B45.44
Guyana 453 449.74 203 449.74 96 911.22 156 $24.52
Haity 3 683 589.70 993 343.00 4 676 932.70 1 603 122.18 3 073 810,52
Hondugas 1 541 410.85 1 541 410.85 980 Ul2.%) 955 398,342
Jamaica 418 44¢ 70 199 020.00 617 464.70 107 7179.27 509 6uS.434
Mexico 492 079.32 3 089 09s5.00 3 581 174.32 1 093 099.42 2 488 074.89
Nicaragua 2 573 442.69 1 000 000.00 3 573 442,09 460 132.49 1 713 310.30
Panams 2 T60.86 147 000.00 149 790.86 30 573.3¢6 119 207.50
Paraguay 311 603.46 989 V0V.00 1 300 GU3.Bo 479 989,34 1L 020 614.52
Peru 3 458 476.2y 324 172,00 3 582 648.29 1 574 V69.53 2 003 778.78
saint Chrijtopher and Nevis 4 164.45 4 164.45 4 164.4%
daint Lucia 97 964.07 97 964.07 58 903.67 39 060.40
Saint Vincen* and the Grenadines 2 879.98 2 879.98 2.479.98
Buriname 26 779.45 26 779.45% 1y 534.27 7 245.14
Regional 4 218 _238.99 2 186 907.32 6 405 146.31 2 207 2)0.81 4 197 915.50

Area total 34 530 989.23 18 001 o32.32 24 532 621.5% 19 410 964.59 33 121 636.96

Total for all aceas 661 365 7.6.73 389 043 434.83 1 050 609 181.56 247 279 126.82 803 330 052.74
GENERAL AJS8IHTANCE
Fooqd and nutrition surveillance 101 826.72 101 828.72 101 8284.72
Internationas Children's Centre 204 954.38 201 v54.38 210 00V.0Y (8 145.62)
Hegional women's projects 173 119.13 {26 555.89) 146 563.24 146 563,24
Project preparation and

training 10 920 560.97 18 025 000.00 28 945 560.97 6 890 8U7.60 22 054 753.37
Emergency resecrve a/ (262 638.00) L 427 100.00 1 164 462.00 . 1€4 462.00
‘raining of communicators tor

child survivel and devalopment 693 720.00 693 72000 AE9 010.14 234 719.86
‘eduction of intant and child

mortality 11 989 217.07 35 331 798.00 47 3:1 015,07 47 512 B28.04 29 808 187,03
Joint WHO/UNLCEFP nutrition

BUPPOLt prOYKsmae 8 595 404,21 7 916 972,00 16 Sla 4%6.21 5 L1b 393.1% 11 397 073.06
kssential drugs for rimary

health care in AL oa 5 894 500.00 {480 000.00) ___ 5 44 500.0¢ 3 10y 354.30 4 304 946.7¢

Geaneral assistance total 37 614 026.48 62 8BY 034.11 100 502 060.59 31 297 572.33 69 204 4848.30

IS W

Programme support servives 64 969 560.95 130 958 617.10 213 948 178.05 _66 354 745.05% 149 373 4335.00

Total assistance 764 149 334.16 602 890 086.04 1 -67 039 42C.20 344 931 446.10 1 022 107 974.10
Administrative services 34_398 261.55 93 457 613,93 147 85% 875.48 44 B78 87%.48 102 977 000.00

Grand total 810 %<7 395.71 696 347 699.97 1 514 695 295.68 389 BL0 321.58 1 149 084 974.10

& In 1903, the Exeuuative Liractor made & total allocation ot $1,95%9,800 trom tihe wmeryency reserve av
followss 815,000 to Djiboutiy 867,000 to the Central African Republic) $222,80C to Atrica smeryenay (support
staft)y #50,000 to Viet Namy $1v0,000 to Ethiopia) 8150,000 to Africa emergency (support for the Office tor
Emergency Operations - Afriom)y #125,000 tu Chiley $390,000 to Africa emerygency (operavional vost)) $80,000 to
Bo.aaliasy $6U,000 to Africa emergency (mupport tor the Uftice tor Emerygency Operations - Afcica)y 830,000 to Atrica
emeryency (support staft)) $30,000 to lLebanony $200,000 to the Budan) #$120,000 to Mexicoy $206,000 to the
Philippines) #50,000 to the the Lav People’s Democratic Kepublicy $100,000 to Uyanasy $50,000 to iesotho and

$100,000 to Colombis.
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BTATEMENT VI

STATEMENT OF BUDGET BSTIMATES, OBLIGATIONS INCURRED AND UNENCUMBERED
BALANCES FOR THE BIENNIAL BUDGET 1964-1985

(United States dollars)

‘Obligations incurred a/

Programne
Budget support Administrative Unencumbered
estimates services services balances
Category 1
ttaff costs 147 566 138.00 63 706 509.79 58 840 141.44 5 019 486.77
Category 2
General operatives couts 67 067 L76.0u 37 946 161.67 26 940 472.49 2 180 541.84
Category 3
Packing and assembly coats S 150 386.00 4 216 212.64 - 934 173.36
Total of all categories 438 783 _700.00 123 668 884,10 85 780 613.93 8 134 201.97
Lesss
Income from staff assessment 20 260 500.00 12 414 206.32 6 727 419.59 (881 025.91)
Recovery from packing ana
assembly rativities 9 $50 000.QV 9 406 163.0) - (856 183.03)
Other income related to budget S 000 000.00 1 296 418.09 3 171 336.23 532 245.68
Contributions from Governments
cowards local cost 4 872 000.00 3 564 202.39 _} 099 485.17 2 208 312.54
Grand total 181 101 100.00 101 187 674.37 72 782 372.94 7 130 852.69
a/ Ooligations wer: incurred as followss
1983 944 Total
Programme support secvices
(see statement I) 66 154 745.05 59 514 139.05 125 068 §84.10
Administrative services
(vee statement 1) 44 874 875.48 40 901 738.45 85 780 613,93
Total 111 233 620.53 100 415 677.5%0 211 649 498.03
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NOTES TO THE FINANCIAL STATEMENTS

Incoma and expenditutes

1. Total groms i1ncome from contributions for 1985 was $345,150,539 consiating of
$213,415,900 for general resources and $131,734,639 for supplementary funds.
Transfers and adjustmen.s to income of $8,954,370 resulted in a net contr ibution
income of $336,196,169 (schedule 1).

2. The net income taken into the 1985 accounts ‘rom the Greeting Card Operatiion
and related operationa in the 1984/85 season was $10,058,264 (statement I). A
report on this season is given in the Greeting Card and related operations
financial re~>rt and accounts for the 1984 season for the year ended 30 April 1985
(E/ICEF/1986/AB/L.S).

3. Other income from miscellaneous sources was $27,706,045 (schedule 2). It
conaisted mainly of $8,169,123 in interest on funds held in interest-bearing
deposita as well as in current accounts with banks, $12,635,503 in income from
staff assessment and $5,416,108 from an operational surcharge of 10 per cent on the
cost of supplies issued from the UNICEF Procurement and Assembly Centre at
Copenhagen to recover packing and warehousing costs.

4. The we aning of the United States dollar (the accounting unit) in relation to
other currencies in which assets and liabilities were held resulted in 1985 in a
net increase of the accounting value of *hese assets and liabilities amounting to
$827,605 (note 1). This change in valuation is shown before arrivinc at "net
income"”, which amounts to $374,788,084 (statement I).

5. Supplies packed aud shipped or being shipped by the UNICEF Procurement and
Assemhly Centre were valued at landed cost at $46,985,546. They were shipped at
this value plus an operationsl surcharge of 10 per cent intended to recover packing
and warehousing costs considered as income (E/ICEF/1985/AB/1, para. 285) and a
freight charge of 6 per cent., Of the total supplies shipped or being shipped
during the year, 65 per cent went as input vo UNICED country programmes and

35 per cent was delivered on a ceimbursable basis on behalf of Governments, other
agencies in the United Nations system and non-governmenta. organizations.

6. The portion of the 1984-1985 budget commitments availabie for 1985 was
$119,367,822. Expenditures (gross) incurred in 1985 wasn $111,233,%20, thus a
savings of $8,134,202 was realized at the year-end. Income related to 1985 budget
expenditures and going to general resources amounted to $20,889,144. Therefore,
net hudqet coats for 1985 totalled $90,344,476. T e implementation of the
1984-1985 biennial bu. et aa approved by the Executive Board is retlected on
atatement VI.

7. In 1984, *he Fxecutive Bcard approved a revised budjet format for the hiennium
1986-1987 and fucure years. To provide comparability, the Executive Board also
approved the restatament of the 1934-1985 budget into three categories of coats:
ataff costs, general operating costs and packing and assembly costs
(E/ICEF/1984/12, para. 109). The distinction between programme support and
administrative service costa ia also providad in statement VI. Expenditure (gross)
wan $66,354,748 for programme support and $44,878,875 for administrative rervices,.
After deduction of income related to the budget, net exp nditure was $52,554,916
for programme support and 337,789,560 for administrative secrvices,
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8. At the end of 1985, total expenditure ($389,810,321) exceeded income
($374,788,084) by $15,022,236. Changes in balance sheet categories of aasets and
liabilities described in statement IIY, note 17, produced an outflow of net
operating transactions of $13,823,985, which was added to the excess of
expenditures over income of $15,022,236 and resulted in the net decrease in cash
and investments of $28,846,222,

Assets and liabilities

9. As at 31 December 1985, cash in .anks, in transit and on hand totalled
$110,730,537 (statement II). It was held as ollows: $101,540,679 in currencies
of unrestricted use and $9,189,858 in other currencies. Among the liabilities for
which these assets were held were funds-in-trust for $24,862,356 in cash and
pledges (statement II) mainly for procurement of goods and services on a
reimbursable basis.

10. Total pledges outstanding were $135,346,629, of which $104,542,370 were for
supplementary funds where payment to UNICEF is normally related to the progress of
implementation of specific projects and it occurs in accordance with payment
schedules agreed with donors. The balance of $30,804,258 represents outatanding
pledges to general cesources. It includes $27,682,023 for adoptions of general
resources projects usually paid according to the financial requirements of the
projects, leaving a balance of $3,122,735 due mainly from 1985.

11. Supplementary fund contributions have been pledged/paid in advance for
$40,434,463 to finance “"noted" projects in 1986 and beyond. Details are given in
schedule 7, which also includes $1,276,944 paid in advance both for general
resources and projects under definition. These contributions will be recorded as
income in 1986 and following years in accordance with the conditions ipecified in
the relevant pledges.

12. BAccounts receivahle other than for contributions ($7,479,018) are shown in
detail in schedule 5 together with administrative deposits and pre-payments
($5,560,164) and advances made to the Greeting Card Operation for current and
future campaigns and to suppliers ($12,927,944). The aggregate total of
$25,066,715 appears in statement II.

13. The consolidated value of programme supplies in stock at the UNICEF
Procurement and Assembly Centre at Copenhagen and the Greeting Card Operation
stocks of raw materials and finished products are shown as "inventories® in
statement 1I. Details are provided in schedule 6 for each of these opera:ions
separately, Total inventories at the year-end were $39,353,732.

14. 1In recent years, UNICEF haa purchased buildings for office accommodation and
use by field office ataff as authorized by the Executive Board at its session in
May 1974 (E/ICEF,633, para. 195). The acquisition costs of these buildings
($4,035,333) less accumulated amortization ($1,223,45 ) at the end of 1985 was
$2,811,875. Computer equipment acquisitions during the year amounted to $1,029,94F%
and it was almost fully amortized against the current budget. The balance under
"capital asseta” in schedule 10 of $332,091 represents the depreciated value of
machinery and equipment purchased by the Greeting Card Operation.

15. Accounts payable and other unliquidated obligations amounted to $30,815,689

(statement 1II). Detailu are provided in schedule 8. At 31 Dacember 1985, there
were in addition outstanding contractual obligationa for a net amount of
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$82,531,039 for supplies and egquipment ordered against unfulfilled commitments,
trust funds amd for the replenishment of the UNICEP Procuremsant and Assembly Centre
warehouae eoffective ag that date.

16. To raplace lost supplies and equipment, $14,391 has been used from the
insurance reserve. By a transfer of the equivalent amount from UNICEF income, the
reserve has been restored to $200,000.

17. Statement TII gives a summary of the changes in the firancial position. A
decrease in cash and investments of 828,846,222 was applied to the excess of
expenditures over income as reflected in astatement I ($1.5,022,236) and the balance
($13,823,986) together with the other sources of funds ($28,525,837) were applied
to the net increass (n sssets of $42,349,823.

Commitments

18. Statemeny tV gives the summary of comoitments approved by the Executiv: Board
at its annual session for support of programmes and budget expens4s, and
commitments made between Board sessions of "noted” projects and expenditures made
to fulfil them. Commitments made between Board sessions were $148,908,456.

19. At the yeat-end, the unspent balance of commitments to be fulfilled in the
future totalled $1,12%,084,974. This sum includes the biennial budget for
1986~1987 approved by the Executive Board in 1985 for a total amount of
$252,550,433 and the cancellation of the savings of the previous bienn.im of
$8,134,201. The balance of $872,534,541 represe¢ents commitments approved for
support of programmes that, in some cases, cover severul years and therefore are
planned for fulfilment over the period 1986-1990.

20. Statwment V gives commitments and expenditures for programmes in ezch

country. Footnote a/ of statement V enumerates transfers from the emergency
reserve to commitments for operations in various countries.
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SCHEDULES TO THE FINANCIAL STATEMENTS

SCHEDULE 1

CONTRIBUTIONS RECYXIVED OB PLEDGEL: POR THE YEAR ENDED 31 DECEMBER 1565

(United States aollars)

General resources

Supplementary funds

Governments Governments
<n" inter- Non— ana inter- Non- United
governmental governmentai governmental governmental Nations
agencies sources Total agencies sources system Total
Atgnanistan 3G 000.CO 30 006.00
Algeria i4z 000.30 943.77 142 943.77
Ango:a 5 0¢9.00 5 000.00 .
An+-igua and Barbuca 300.00 300.00
rgentind 38 507..14 38 507.14 30 901.247 30 901.27
sustralia i t3e 025.00 4 838 025.00 4 068 568.97 i 135 418.23 5 203 $87.20
Aus*ria 819 003.27 75 517.63 898 520.%0 351 291.28 107 57€.47 458 867.45
Banaaas 3 0uc.o0 3 000.00
Bahrain 12 500.00 3 516.68 16 018.68 1 271.06 1 271.06
Banglaaesn 3 320.61 1 501.82 9 822.43
Baroados 3 6LC.28 3 000.00 1 250.00 i 2%0.00
Belgiux 1 068 442.47 14 000.00 1 082 442.47 978 166.96 278 166.96
Ber.in 7 506.00 7 500.00
Bautan 4 170.00 4 170.00
Bolivia 320.84 320.84
Botswana 2 466.86 2 406.5€
- Brazil 498.33 498.33 44 610.87 13 098.60 57 709.47
British Virgin Islanas 150.99 150.00 315.00 315.00
Bulgaria 60 913.71 60 913.71
Burxina Faso 1 222 22 14.12 1 236.34 hd
Burmz 181 710.21 181 710.21
Byelorussian Soviet Soclaiist
Republic 69 530.28 69 530.28
Camerour 74 074.07 74 074.07
Canaca 9 725 131.88 7.29 9 725 139.17 5 579 503.03 10 135 460.85 15 714 963.88
Chile 70 060.00 28.33 70 028.33 2 542.11 2 542.11
Cnina 400 000.00 16.18 400 0l6.18 46.00 46.00
Colombia 456 816.41 456 816.41 20 384.83 20 384.83
Congo 14 618.66 14 618.66
Costa Rica 30 000.00 30 000.00
Cote da'Ivoire 64 374.50 409.00 64 774.50
Cuba lle 545.33 116 545.33
Cyprus 58.79 58 79 76 779.70 76 779.70
Czeci.oslovaxia 82 576.38 82 576.38
Democratic Yemen 7 040.00 7 040.00
Densark 5 146 406.90 41 260.43 5 187 667.33 2 575 361.47 38 664.62 2 614 026.11
Djibcuui 1 200.0G 1 ¢00.00
Ecuador 25 307.00 170.94 25 577.94 1 629.23 1 629.23
Egypt 82 201.53 82 201.53 328.59 32. .59
El Salvador 19 857.90 19 857.90 20 618.56 20 618.5%
Ethiopia 1 348.8% 1 348.85
Fi3i 2 000.00 2 000.00
Piniand S 797 101.45 330 275.23 6 127 376.68 1 586 516.80 631 033.01 2 217 549.81
France 3 684 210.53 107 974.89 10 792 185.42 4 420.39 2 332 167.54 2 325 587.93
German Demaocratic Repuolic 412 902.22 412 903.22 6 060.61 6 060.61
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SCHEDULE 1 {(continued)

General resources

——————————————————

_ supplementary funds

Governments Governaents

and inter- Non- and inter-~ Non- United

governmental governmental governmental governmental Nations

agencies sources Total agencies sources system Total
Germany, Federal Republic of 4 716 501.91 4 768 724.61 9 485 226.42 1 370 657.57 1 571 712.30 2 942 369.87
Greece 135 000.00 16 065.33 151 065.33 52 238.59 183 054.56 235 293.15
Guatemala 19 930.33 19 930.33
Guyana 3 253.02 3 253.01
Haiti 45.48 45.48
Holy See 1 000.00 1 000.00
Honduras 2L 142.8¢ 21 142.86
Hong Kong 14 586.67 14 586.67
Hungary 21 539.06 21 539.06 12 466.46 12 466.46
Icelana 8 005.79 8 005.79
India 1 797 197.04 i 797 197.04 79.64 79.68
Indonesia . 300 000.00 93.90 300 093.%0 7.2.68 712.68
Iran {(Islamic Republic of) S0 000.00 50 0060.00 .
1raq 653.23 £653.23
Ireland 380 €00.0C 175 365.49 555 365.49 266 195,83 266 155.83
Iszael 50 000.00 50 000.00
1taly 17 492 711.37 607 334.18 18 100 045.56 16 584 708.30 14 778.33 16 599 486.63
Japaica 3 113.55% 3 113.55 12 500.00 12 500.00
Japan 14 200 000.00 2 543 674.0) 16 743 674.01 4 738 560.79 § 130 531.62 9 B69 092.41
Jordan 26 824.03 26 824.03
Kenya 15 950.92 128.62 16 079.54 2 673.23 2 673.2)
Kuwait 200 0¢0.0C 83.8% 200 083.89
Lao People's Democratic ’
Republic 5 000.00 5 000.00

Lebanon 59 932.96 59 9312.96
Lesotho 2 500.00 2 500.00
Liechtenstein 2 000.00 2 000.00
Luxembourg 16 666.67 1 580.24 18 246.91 11 534,45 11 534.45
Madagascar 5 60B.97 5 608,97
Malawi 5 944.44 5 944.44
Malaysia 102 204.37 102 204.37
Maldives 3 000.00 3 000.00
Mali 1 000.00 1 000.00
Malta 4 084.00 4 084,00
Mauritius 3 109.45 3 109.45
Mexico 102 419.54 102 415.54 44 299.54 44 299.54
Monaco 3 409.82 3 409.62
Mongolia 3 548.06 3 598.06
Nepal 6 837.02 76.09 6 913.11
Netherlands 6 731 162.87 922 830,75 7 653 993.62 1 586 675.95 3 166 804.66 4 753 484.61
New Zealand 370 370,37 6 287.38 376 657.75 460 346.81 12 102.67 © A2 449.48
Nigeria 308 292.28 308 292.28
Norway 16 415 677.10 5 512.90 16 421 190.00 4 989 325.81 4 989 325.81
Oman 50 000.00 50 000.00
Pakistan 164 510.5§ 164 510.55 48 050.62 48 050.62
Panana 25 000.00 25 000.00
Peru 120 apo.00 120 000.00
Philippines 262 301.92 146.62 262 448.53 10 000.00 10 000.00
Poland 61 593.04 : 61 593.04
pPortugal & 645.06 6 645.06 41 163.80 41 163.80
Qatar 200 000.00 200 000.00
Republic of Korea 147 000.00 31 398.63 178 398.53 7 805.13 7 805.13
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SCHEDULE ). (continued)

General resources

Supplementary funcs

Governments Governments
anda inter- Non- and inter- Non-
govermmental governmental governmental governmental
agencies sources Total agencies sources Total
Romania i3 043.48 13 043.48
Rwanda 4 284.93 4 284.93
faint Vincent ana the
Grenaaines 750.00 750.00
San Marinc 3 082.06 3 082.06 2 538.07 2 338.07
Saudi Arabia 1 000 000.00 877.28 1 00C 877.28 116 169.85 116 169.85
Senegal 6 0006.00 € 000.C0
Sierra Leone 10 214.43 10 2i4.43
Singapore 5 161.68 5 161.68
Spain 435 650.05 3 454.81 439 104.86 1 054 119.33 1 054 119.33
Sr1 Lanka 13 361.48 37.26 13 398.74 884.80 884.80
sudan 25 000.90 25 000.00
Suriname 2 500.00 2 500.C"
Sewaziland 2 490.42 2 4590.42
Sweden 22 500 000.00 89 314.85 $2 589 314.85 4 912 645.67 13¢ 222.22 5 050 867.89
Switzerlana 5 012 453.30 1 900 546.64 6 912 999.94 4 488 706.34 456 073.82 4 544 780.16
Syrian Arab Republic 64 102.56 769.23 64 871.79 -
Thailand 154 669.03 475.58 155 144.61 5> 095.03 3 095.03
Tonga 853.58 833.58
Triniacad ana Tobago 260 000.00 260 000.00
Tunisia 36 308.94 36 308.94
Turkey 68 814.00 68 814.00
Uganda 3 359.46 3 359.46
Ukrainian Soviet Socialist
Republic 139 060.56 139 060.56
Union of Sowiet Socialist
Reputlics 750 927.07 750 927.07
United Arab Emirates 984 931.51 4 644.50 989 576.01 104 112 458 104 112.48
United Kingoom of Graat
Britain and Northern Ireland 8 302 321.89 19 996.37 8 322 3iB.26 i 522 797.29 i 623 872.00 3 146 6£5.29
Unite¢ Republic of Tanzania 21 w46.27 101.16 21 247.43 16 B26.45 T 826.45
United States of America 53 500 000.00 3 318 006.46 56 818 006.46 17 338 255.37 7 662 276.54 “3.i.88
Venezuela lid 666.466 114 666.66
Viet Nam 6 000.00 6 000.00
Yemen 12 910.00 12 910.00
Yugoslavia 305 972.21 65 587.62 371 559.83
Zambia 7 758.62 7 758.62 5 745.23 5 74%5.23
Z2imbabwe 18 633.54 6.10 18 639.64
Subtotal 188 609 349.29 22 070 650.70 210 679 990.99 72 316 374..% 37 519 659.70 109 626 033.96
AGPUND 2 682 500.00 14 325.77 2 696 825.77 2 600 000.00 2 €00 006.00
EEC 14 114 029.86 14 114 025.86
OPEC Funa 253 000.00 250 0C0.90
Subtotal 2 682 500.00 14 325.77 2 696 825.77 16 964 025.86 16 964 029.86
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SCEEDUMS 2

OTHER SECONE IR 1985 ®ITH COMPARATIVE FIGURES POR 1984

(Unitea States dollars)

InCrease
1985 1984 (cecznase)

INCOME RELATED TO TAE BUUGET EXPEMDITURE a/
Income trom siaff assessment 12 635 503.55 8 506 122.36 4 129 381.19
Becovery from packing ana assembly activities S 416 108.87 3 990 074.16 1 426 034.71
Services to Greeting Card Operation 555 648.89 228 765.63 326 883.26
Adjustments of accounts psvable relatel to orior year's budgef. 273 589.83 1 933 382.19 (1 659 792.36)
Agency ccaaissions and reiubursement for services 343 161.00 620 988.97 (277 827.97)
Income from sale of films, bcoks and other information materials 5 853.6: 12 239.06 (6 385.44)
Income from sale ot surplus and ocbsolete administrative property 208 432.:9 159 542.-77 48 889.52
Refund of UNICEF contributions from the United Matioms Joint Staff Pension Pund 1 138.40 2 114.15 (975.75)
Miscellaneous 76 _484.10 46 413.42 30 070.68

Subtotal 19 515 920.55 1S5 499 642.71 4 016 277.84

INCOME RELATED TO PROGRAMME OPEBATIOMNS

Shipping and insurance claims received
Income froa sale of surplus and obsolete prograame property

Suntotal

CRCONE REIATED TO PIMANCIAL OPE-“TIONS

Sental ancome

Interest on current bank accounts end shoi t-ters Anvestawrns
Cash discounts

Gains (loss=3} an foreign exchangs tramsections
fliscellanecus

Subtotal

Jotal

47 009.24
69 027.58

116 036.72

16 077.11

6 169 123.82
343 234.57
(473 550.56)
19 203.54

€ 074 088.48

68 622.7¢

41 _486.84

109 909.58

60 762.96
1l 150 989.93
213 670.97
172 €11.35
327 222.50

i1 925 257.72

(21 413.60)
27 _540.74

6 127.14

(44 6u5.85*
(2 981 866.11)
129 563.60
(646 161.91;

{308 018.96)
(3 _851_169.23)

&7 Y06 045.73

27 $34 810.00

172 235.75

e ————
————————

Government contributions towards local budget costs totalled $1,378,224.96 in 1985 a..u §1,290,462.80 in

government contributions to UMICEF general resources (schedule 1) and are sacwn separately in statemeat VI.

1964. fthese are
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(United States acllar equivalent)

SCHEDULE 3

CASH HOLDINGS AS AT 31 DECEMBER 1985

Time remaining to macurity

At 2 -7 3 - 30 31 - 90 Over 90
sight days cays days aays Total
IN CURRENT ACCOUNTS, CASH ON HAND
AND IN TRANSIT
Currencies Ot unrestrictea use a/ 8 075 704.08 8 075 704.08
Currencies of restrictea use b/ 9 133 956.37 133 236.37
Subtotai 17 209 640.45 17 209 640.45
AT CALL ACCOUNTS AND TIME DEPOSITS
European Curreacy Unit 2 263 835.33 215 661.30 - - 4 405 286.34 6 884 783.97
Deutache mark 992 724.77 800 000.00 1 200 000.00 2 992 724.77
Japanese yen - 2 500 000.00 3 000 000.00 5 500 090.0C
Swiss franc 861 244.02 861 244.02
Pound sterliing 1 019 287.83 - - 483 679.52 741 830.76 3 244 8U7.11
Danish krone 4 499.42 4 499.42
Unitea States doilar 3 122 824.57 11 000 000.00 31 000 000.00 000 000.00 20 677 979.45 72 800 B04.02
Other currencies of
unrestrictea use 658 870.62 241 379.31 137 931.03 137 931.G3 ) 176 111.9%
Other currencies of
restricted use 54 _363.64 1 558.31 55 921.95
Subtotal 8 977 651.20 14 758 598.92 35 337 931.03 621 610.55 25 825 105.55 93 520 897.25
Total 26 187 291.65 14 758 598.92 35 337 931.03 621 513.55 25 825 105.55 110 730 537.70
SUFMALY:
Currencies of unrestricted use 101 540 ©79.38
Currencies of restrictea use 9 189 858.32
110 730 537.7C

a/ Interest-bearings 5,600,589.68.

b/ Interest-bearing: 149,149.66.



SCHEDULE 4

_ CONTRIBUTIONS RECEIVABLE AS AT 31 DECEMBEK 1985 FOR GENERAL RESOURCES AND SUPPLEMENTARY FUNDS CURRENT AND PRIOR YEARS

(Unitea States dollars)

General resources ——e— Supplementary funds = General
Governments Governments resources and
and inter- Non- and inter~ Non=- supplementary
governmental governmental governmental governmental funds
agencies sources Total agencizs sources Total Grand total
Afghanietan 30 000.00 30 000,00 30 000.00
Algeria 142 000.00 142 000.00 142 000.00
Angola 5 000.00 5 000.00 . 5 060.00
Australia 2 413 793.11 2 413 793.11 2 413 793.11
Austria 142 598.86 142 596.86 142 598.86
Bahrain 7 500.00 7 500.00 7 500.00
Belgium 313 725.49 313 725.45 313 725.49
Bhutan 4 170.00 B 4 170.00 4 170.00
Botswana 2 195,12 2 195.12 2 195.12
Burunai’ 1 754,39 1l 754.39 1 754.39
Canada 2 942 028.98 9 070 928.66 12 012 957.64 12 012 957.64
Colombia 450 000.00 450 000.00 450 000.00
Congo 8 302.87 8 302.87 8 302.87
Costa Rica 607.78 607.78 607.78
Cuba 70 347.20 70 347.20 70 347.20
Democratic Yemen 7 040.00 7 040.00 7 040.00
Denmark 14 001 648.35 14 001 648.35 14 001 648.35
Dyibouti .3 000.00 3 000.00 3 000.0C
Dominica 1 000.00 1 000.00 R 1 000.00
Ecuador 8 919.6L 8 919.61 8 919.61
El sSalvador 20 618.56 20 618.56 20 618.56
Germany, Federal Republic ot 329 659.00 329 659.00 329 659.00
Greece 87 096.77 87 096.77 87 096.77
Guatemala 13 333.23 13 333.33 13 333.33
Guinea 1 000.00 " 1 000.00 1 000.00
Guyana 3 253.01 3 253,01 3 253.ulL
Indonesia 300 000.00 300 000.00 300 000.00
Iran (Islamic Republic of) 50 000.00 50 000.00 50 000.00
Italy : 7 603 723.27 7 603 723.27 24 710 177.63 24 700 177.63 32 313 900.20
Jamaica 3 113.55 3 113.55 3 113.55
Japan 1 155 000.00 1 155 000.00 1 155 000.00
Kenya 15 950.92 15 950.92 15 950.92
Lao People's Democratic '

Republac 5 000,00 % 000.00 5 000,00
Lebanon 287 810.85 287 810.85 287 8l0.85
Luxembourg 16 666.67 . 16 666.67 16 666.67
Madagascar 5 608.97 5 608.97 5 608.97
Malaysia 98 147.37 98 147.37 98 147.37
Maldives 3 000.00 . 3 000.00 3 000.00
Mali ) 1 000,00 ) 1 000.00 . 1 000,00
Morocco e 200 000.00 200 000.00 287 625.42 287 625.42 487 625.42
Netheriands 418 004.29 20 000.00 438 004.29 438 004.20
Norway 121 545.56 121 %45.56 121 545.56
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SCHEDULE 4 (concluded)

General resources __Supplementary funds General
Governments Governments resources and
and inter- Non- and inter- Non- supplemsentary

governmental governmental governmental governmental funds
agencies sources Total agencies sources Total Grana ctotal
Cman 50 000.00 50 000.C0 50 000.00
Pakistan 46 370.97 46 375.97 46 370.97
Peru 240 000.00 240 000.00 24y 000.00
Polana 61 593.04 61 593.04 61 .93.04
Portugal 15 000.00 15 000.00 1 500.20 1 %00.00 16 500.00
Romania 13 043.48 13 043.48 13 043.48
Senegal 12 000.00 . 12 000.00 12 000.00
sSuriname 2 500.00 2 500.00 2 500.00
Sweden 2 769 967.31 2 769 967.31 2 769 967.31
Switzerlana 3 360 358.85 3 360 358.85 3 360 358.85
Thailand 191 516.33 191 516.33 191 516.33
Trinidac anc Tobago ‘ 15 524.55 15 524.55 15 524.55
Uganda 2 359.46 3 359.40 3 359.46

Unitea Kingdom of Gr~at

Britain ana Northern Ireland . 42 652.88 42 692.88 42 692.88
United States of America 700 000.00 7¢O 000.00 15 496 050.0C 1 2/4 512.44 16 770 562.44 17 470 562.44
Viet Nam 10 027.78 10 027.78 10 027.78
Yemen 3 187.78 3 187.78 3 187.78
Zaire 2 000.090 2 000.00 2 600.00
Subtotal 10 725 958.39 10 725 958.39 66 995 802.09 11 973 339.98 78 969 142.07 89 695 100.46
AGFUND 20 078 3CG.00 20 078 300.00 4 109 200.60 4 109 200.00 <3 187 500.00
EEC 12 359 933.37 12 359 933.37 12 359 933.37
OPEC Funa 929 587.46 929 587.46 929 587.46
Subtotal 30 804 258.39 30 804 258.39 84 394 522.92 11 973 339.98 _96 367 862.90 127 172 121.29

UNITED NATIONS SYSTEM

United Nations
UNCDF, New York
UNDP, New York
UNDRO, Genpeva
UNFPA, Mew York
UNHCR, Geneva

Total

SUMMARY

30 804 258.39

Governments and inter-

governmental agencies
Non-governmental sources
United Mations system

115 198 781.s1
11 973 339.98
8 174 507.83

Total 135 346 629.12

30 804 258.3°

600 000.00 600 000.06C 500 00C.00

6 618 003.25 6 618 003.25 6 628 003.25

351 148.09 351 18.09 351 48.09

38 000.00 38 000 €O 38 00G.00

15 000.97 15 000.97 15 000.%7

552 355.52 5§52 355.52 552 355.52

£_174 507.83 8 174 5C7.83 8 174 507.83

84 394 522.92 20 147 947.81 104 542 370.73 135 346 629.12




SCHBDULE 5

ACCOUNTS RECEIVABLE, ADVANCES AND DEPOUSITS

1985 COMPARED WITH 1984

(United States dollars)

Increase
1985 1984 (decrease)
Accounts receivable
From the United Nations and
specialized agencies tor
supplies and advances for
fellowships and other jointly
assisted projects 1 790 090.75 908 109.18 881 981.57
From non-governmental
organizations for
fund~raising campaigns
National committees for UNICEF 668 742.80 1 262 $93.60 (1 $93 890.80)
Other organizations 284 332.70 88 332.19 186 000.51
Governments - other 743 620.7) 448 613.3¢ oS 007.9Y
For shipping and insurance claims 90 102.66 132 176.96 (42 074.30)
Miscellaneous 770 207.64 712 802.17 »7 405.47
" From banks - accrued inter.st 634 912.72 1 399 393.09 (764 480.97)

From Governments, United Nations
agencies and other organizations
Jor funds-in-trust

Total accounts receivable

Deposits and prepayments for

office services

Advances

To suppliere for goods purchased
and freight

1o the Greeting Card Operation
Budgetary expenditure for the
current campaign
Customs duties and taxes

Total advances

Grand total

2 497 008.58

7 479 018.56

317 4S

9 309 171,38

1880 14},64)
(1 830 152.79)

5 560 ;64.‘7

208 351.89

12 601 975.72
117 204.55

9 08

717 008.79Y

10 875 431.16
290 294.66

A A9A 003,48

(518 656.90)

1 726 544.56
(173 090.11)

12 927 532.16

25 966 715.19

1l 892 734.61

1 034 797.55

25 500 988.97

465 726.22

-5~



SCHEDULE $§

INVENTORIES
1985 COMPARED WITH 1984

(United States dollars)

Increase
1985 1984 (decrease)
UNICEF programme supplies
UNICEF Procurement and Assembly
Centre, Copenhagen
In stock 23 684 699.99 16 67C 855.50 7 013 844.49
In transit 2 794 442.85 4 164 497.95 (1 370 055.10)

26 479 142.84 20 835 353.45 5 643 789.39

Packing materials 154 226.34 262 144.50 (107 918.16)

Total stocks in the UNICEP
Procurement and Assembly
Centre and in transit 26 633 369.18 21 097 497.95 5 535 871.23

Stocks 1n other locatlons

With suppliers 43 177.26 40 216.17 2 962.09

26 67€ 546.44 21 137 714.12 5 538 832.32

Greeting Card Operation

Raw materials 2 598 140.66 2 269 415.09 328 725.57
Products in process 1 936 861.07 2 529 533.99 (592 672.92)
Finished goods 8 142 184.33 10 623 493.08 (2 471 308.75)

12 677 186.06 15 412 442.16 (2_735 256.10)

Total inventories 39 353 732.50 36 550 156.28 2 803 576.22

oo ——
———

l
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CONTRIBUTIONS

SCHEDULE 7

FOR FOLLOWING YEARS PLEDGED/PAID IN ADVANCE

AS AT 31 DECEMBER 1985

(United States dollars)

Paid in
Pledged advance Total
GOVERNMENTS AND
INTERGGVERNMENTAL
AGENCIES
Canada 6 340 579.71 6 340 579.71
Denmark 2 771 428.57 2 771 428.57
Finland 330 275.23 330 275.23
France 392 156.86 392 156.86
Germany, Federal
Republic of 1 600 000.00 1 600 000.00
Italy 2 471 95(.00 209 317.%8 2 €81 267.58
Netherlands 178 571.43 178 571.43
Sudan 10 357.14 10 357.14
Sweden 15 903 469.61 15 903 469.61
Switzerland 2 103 564.59 2 103 564.59
Subtotal 32 091 996.00 219 674.72 32 311 670.72
NON-GOVERNMENTAL SOURCES
Australia 142 443.56 142 443.56
Belgium 200 1.,0.00 200 000.00
Canada 5 445 118.84 5 445 118.84
United Kingdom of Great
Britain and Northern
Ireland 914 826.64 914 826.64
Subtotal 5 645 118.84 1 057 270.20 6 702 389,04
UNITED NATIONS SYSTEM
UNCDF 1 333 619.00 1 333 619.00
UNDP 475 000.00 475 000.00
UNFPA 888 750.00 888 750.00
Subtotol 2 697 369.00 2 697 369.00
Grand total 40 434 483.84 1 276 944.92 41 711 428.76
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SCHEDULE 8

ACCOUNTS PAYABLE AND OTHER UNLIQUIDA™ED OBLIGATIONS
1965 COMPARED WITH 1984

(United States dollars)

1988

1984

Increase
(decrease)

Accounts payable

To the United Nations and
specialized agencies
mainly for staff salaries
and related allowances

For supplies, eguipment
and freight

Miscellaneous

Unliquidated obligations

Budgetary obligations
outstanding

Greeting Card Operation
obligations outstanding

Provision made for amounts
payable to staff members
under the tax

equalization plan

Total

2 940 169.48

10 001 886.10

3 738 944.52

11 700 978.44

1 933 710.88

500 000.00

30 815 689.39

2 019 926.76

15 320 037.29

$ 009 050.41

6 928 $33.60

767 201.49

30 000,00

30 794 769.9%8
=== T

920 242.72

(3 318 171.19)

(1 270 105.89)

4 772 424.84

3 166 509.36

{250 000.00)

20 899.84
b ]
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SCHELULE $¢

TRUST FIMNDS FOR REIMBUKSABLE PROCUKEMENT AND SERVICES
(SUMRAKY OF 1585 TRARSACTIONS)

(United States dollars)

Punas
salances at Advanced/ Total funas Funds/returned Balances at
Donors 1 January 1985 Received pledgea available Expenditure transferred 31 December 1985

GOVERMMENTS AND
INTERGOVERNMENTAL AGENCIES
AGFUND 100 000.00 100 000.00 84 605.31 15 394.69
Angola 735 608.82 735 608.82 735 608.82
Australia 21 126.75 21 126.75 13 031.9% 8 094.80
Bahrain 7 938.95 7 938.95 S 260.0e 2 678.87
Bangladesh 3 177 613.78 093 693.04 4 271 306.82 2 287 689.54 1 983 617.28
Belize 1 462.29 30 936.00 32 098.29 28 623.62 3 474.67
Benin 191 079.67 191 079.67 630.05 30 345.38 160 104.24
Boliv'= 1 960.37 1 960.37 304.04 1 656.33
Botsw. 24 946.68 24 946.68 .01 24 946.67
Cameroon 2 858.60 2 858.66 (1 202.25) 2 759.92 1 300.99
Canaaa 45 693.51 583 224.25 628 915.76 219 746.96 409 168.80
Cape Verae 4 305.64 4 305.64 34.01 4 271.63
Centrali African Repubiic 4 579.24 74 822.00 79 401.24 68 771.32 10 629.92
«osta Rica 24 484.36 24 484.36 19 402.29 5 082.07
Cote a'lvoire 7 377.66 1 266.37 5 642.04 14 286.07 14 286.07
Democratic Yemen 787 000.00 789 000.00 496 573.58 292 426.42
Denmark 149 973.42 546 420.26 696 343.68 486 125.44 210 268.24
Ecuador 1 969.78 1 969.78 1.19 1 968.59
Fi1J1 3 070.00 3 070.00 1 938.31 1 131.69
Finlana 56 224.00 56 224.00 32 043.19 24 18C.81
Francz 152 118.16 178 421.05 330 529.21 131 843.61 198 6€95.60
Gambia 1 934.84 26 493.59 28 428.43 23 327.28 1 934.84 3 166.31
Germany, Feceral Republic of 61 4£3.73 36 200.00 117 683.73 76 932.29 40 751.44
Ghana 567.93 14 454.80 15 022.73 11 079.43 3 943.30
Guatemala 7 362.11 224 982.00 232 344.11 172 051.21 B71.82 59 421.08
Guinea-Bissau 794.78 794.78 510.82 283.96
Guyana 5 524.71 5 524.71 1 815.23 3 709.48
Haiti 3 79%5.9% 51.i9 3 847.10 3 247.10
Honduras 38 903.19 38 903.19 7 701.39 31 201.80
Iran (Islamic Republi: of) 7 791.55 7 791.55 7 791.55
iraq 12 845.25 12 845.25 9 945.54 i 089.96 1 805.75
Italy 990 €07.33 580 000.00 3 570 007.33 530 298.38 3 039 708.35
Jamaica 11 369.37 7 306.22 18 675.59 S 196.57 13 479.02
Japan 48 106.99 461 910.9Y 510 C17.98 480 910.36 29 107.60
Kampucnea B 1:8.00 & 116.00 2 962.6% 5 155.31
Kenya 389 806.64 <43 779.58 623 5v6.22 196 588.71 1 #856.36 435 .4i.15
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SCHEDULE 9 (continuea)

Funas
Balances at Agvancea/ Total tunas Puncs/returnea Baiances at
Donors 1 January 1985 kecelvea pleagea available Expenciture transterred 3L Decemper 1985

Lesotho 5 698.66 197 561.00 203 259.66 1l 137.75 3 496.6¢6 lo8 623.25
Liberia 5 633.29 5 633.29 5 633.29
Magagascar 40 645.00 40 645.00 40 645.0C
Malawl 1 ©50.00 1 650.0C 1 505.28 i44.72
Maii 14 042.1b 14 0<2.18 14 042.18
mMorncco 140 387.57 1 851 060.33 1 491 447.90 }*° 818.23 . B7E 629.67
Mozambique 5C 239.36¢ 50 239.36 ic 961.17 37 276.1%
hepal 185 163.31 47 864.65 233 625.986 127 716.21 6 402.03 98 907.72¢
Metherlanas 1i5 230.79 7 397.00 37 1l45.21 i59 833.00 152 436.00 7 397.00
Nigeria 6 572 14i.31 S 470 484.47 12 94z 625.78 6 422 157.22 5 620 468.36
Norway 88 394.52 53 060.67 141 395 .3 100 713.90 4C 681.29
Oman 29 317.34 23 240.00 155.74 52 713.08 52 713.08
Pakistan 4 49C 642.58 679 076.36 S .59 7206.54 < 273 9CG5.96 648.74 < BYS 166.24
Papua New Gulnea 6 987.86 34 303.92 41 291.78 445.42 40 b543.38
Paraguay 361.60 361.60 361.68C
Peru 358 540.42 358 540.42 123 198.32 235 342.10
Philippines 72 631.39 87.85 72 719.24 57 281.57 15 437.67
Poland 208 996.93 208 996.95 137 357.41 71 639.52
Portugal 4 569.50 4 569.50 2 832.46 1 737.04
Republic of Korea 137.77 120.71 94.19 352.67 352.67
Sauc . Arabia 3 636.30 S 718.47 9 354.77 9 354.77
Seychelles 2 060.00C 15 630.00 17 690.00 1 538.62 2 060.uv0 14 091.38
Somalia 376 850.99 12 000.00 388 850.99 300 132.81 2 519.86 66 198.2
S5ri Lanka 21 315.37 52 000.00 73 315.37 41 692.93 31 622.44
Sudan 1 358.2¢ 174 582.00 175 940.29 161 56%.63 14 370.66
Swaziliand 11 036.02 11 036.52 11 036.02
Sweden 340 836.96 98 070.87 438 907.83 312 625.02 126 282.81
Tnaxlana 621 745.48 51 833.60 673 579.08 28 673.52 5 613.84 639 291.72
Tunisla 15 450.82 15 450.82 15 434.22 16.60
Turkey 215 370.34 100 £56.9¢ 315 927.32 187 077.61 lzb 849.71
Uganaa 2 917.26 2 317.26 (472.64) 923.44 2 466.66
Univec Republic or Tanzanla X 36z 551.4% 1 209 B873.56 2 572 424 .98 1024 759.41 iz 60B.84 1 535 056.73
United States of America 1 727 26C.33 1 256 093.54 2 383 353.87 2 656 606.74 1 28G.z27 325 466.86
Vanuatu il 554.53 1l 554.53 & U05.04 3 549.49
e SS 873.80 80 130.46 136 004.26 60 993.37 4 817.91 76 192.98
Lalie 87 312.53 87 312.53 64 273.68 23 033.85
Zampla 162 253.28 185 381.65 347 634.93 303 129.24 7 612.07 36 _893.62

21 281 221.48 19 689 353.). 1 304 B49.19 42 275 423.78 20 942 515.u9 $5 677.02 Zi 237 227.67

UNITED NATIONS SYSTEM

ECWA 14 872.84 14 872.84 13 932.75 $40.09
FAQC, Rome 275.86 275.86 273.86
CNARDOL iv 134.06 560 000.00 579 134.06 431 3949.80 7 374.33 12C 359.73
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SCHEDULE 9 (concliuaeq)

Funds
Balances at Advancea/ Total funas Funas/returnea Balances at
bonors 1 January 1985 Receivea pledged avaiiaple Expenaiture transferrea 31 Lecember 1985
UNCDF, New York 159 868.52 159 868.52 59 632.19 100 236.33
UNDLP, New York 120 004.28 240 575.45 360 639.73 237 387.02 2 329.13 120 923.58
UNFPA, New York 1 235 494.79 541 102.91 1 102 279.09 2 878 876.79 2 324 190.47 554 686.32
UNHCR, Geneva 65 u44.88 44 871.80 109 916.68 60 759.2C 7 418.93 41 738.55
United Nations Office for
Emergency Operations in
Africa 1 976 581.56 1 976 581.56 778 823.89 12 000.00 1 185 757.67
WHO, Geneva 27 662.27 130 075.06 157 737.33 152 569.44 503.19 4 564.70
wWorld Bank 52 595.76 41 413.38 94 009.14 94 009.14
wWorld Pood Prograame 2 892 302.87 2 892 302.87 2 576 126.51 316 176.36
1 680 140.42 6 400 382.49 1 143 692.47 9 224 215.38 6 748 830.41 29 625.78 2 445 759.19
Others 482 235.10 1l 406 005.21 23 574.72 1 911 815.03 654 995.40 77 450.22 1l 179 369.41

Grana total 23 443 597.00 27 495 740.81 2 472 116.38 53 411 454.19 28 346 344.90 202 753.02 24 862 356.27




SCHEDULE 10

CAPITAL ASSETS AS AT 31 DECEMBER 1985

(United States dollars)

Acauisition Amortization
costs (cumulative) Balance
UNICEF offica buildings
Dar es Salaam, United
Republic of Tanzania 181 038.70 144 830.96 36 207.74
Harare, Zimbabwe 394 647.05 71 790.38 323 056.67
New Delhi, India 1 812 847.63 454 200.00 1 358 647.63
Niamey, Niger 247 397.31 40 000.00 207 397.31
Port-au-Prince, Haiti 176 969.66 - 176 969.66
Sana'a, Yemen 268 276.56 157 417.55% 110 659.01
Sant.iago, Chile 32 142.85 32 142.85 -
Subtotal 3 113 519.76 900 381.74 2 213 138.02
Houses for UNICEF staff
Lagos, Nigeria 65 205.61 1 773.85 63 431.76
Harare, Zimbabwe (5 units) 212 W06.46 101 292.80 110 R13.66
Kampala, Uganda 250 000.00 33 695.62 215 304.39
Jakarta, Indonesia (2 units) 226 .07.23 106 678.67 119 728.56
Juba, Sudan 21 617.¢6 21 471.02 146.94
Brasilia, Brazil 146 476.57 58 165.61 88 310.96
Subtotal 921 813.83 323 077.56 598 736.27
Computer equipment 1 029 945.80 1 013 521.12 16 424.68
Greeting Card Operation
Machinery 264 741.16 - 264 741.16
Office equipment 67 350.20 - 67 350.20
332 091.36 - 332 091.36

Total

5 397 370.75

2 236 980.42

" ——————————

—

3 160 390.33
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VI. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounts

1. The accounts are maintained in accordance with the Financial Regulations of
the United Nations, with such modifications as reauired by the nature of the work
of UNICEF.

2. The financial period is the calendar year. Consistent year-end cut-off
procedurea are in effect.

3. Except as may otherwise be required by the terms of aspecial accounts, income,
expenditures, zssets and liabilities are recorded on the accrual basis of
accounting, whereby receivables and payables are ertablished at year-end for
closure purposes.

4. The accounting unit is the United States dcllar. The equivalent in United
States dollars of other currencies is established on the basis ot the United
Nations operational rates of exchange. Differences between the valuation of the
currencies when entered into the accounts and when actual transactions are made are
accounted for as gains or losses on - 'change transactions.

5. Periodically, assets and liabilities in currencies other than United States
dollars are valued for accounting purposes at the prevailing United Nations
operational rates of exchange. MAny variance in valuation due to fluctuation of
those rates is accounted for as income or loes and shown separately in the
statement of income and expenditure.

6. The financial report and accounts reflect UNICEF income, expenditure, assets
and liabilities, including those of the Greeting Card Operation. The principles of
consolidation reflect the accounting policies outlined in this summary.

7. The net income of the Greeting Card Operation at the end of its campaign on

30 April each year is reflected 2s part of UNICEF income. The expenditures
incurred and income earned during the ongoing campaign are included in the UNICEF
asset and liability accounts respectively as "advancea®™ and "income received in
advance”. Before consolidation, the estimates ol sales based on gnods delivered to
consignees and the corresponding costs, receivables and inventory accounts are
adjusted to reflect the value of goods not yet reported as sold by consignees.

Income and expenditures

8. Income consists of general resources and supplementary funds. General
resources include funds from voluntary annual contributions of Governments, the net
income from the Greeting Card Operation, proceeds of unearmarked funds contributed
by the public and certain ger.eral income. Supplementary funds ar~ those
contributed to UNICEF by Governments, intergovernmental organizations,
non-governmental organizations and United Nations agencies for specific purposes
and that are earmarked for UNICEF programmes "noted" by the UNICEF Executive Board
and for emergencies, and then become part of UNICEF commitments. If specific terms
and conditions are estahlished by donors, separate accounts are maintained for
purposes of reporting and financial management.

-63-



9. Income is recorded on the paslg of funds or pledges received for the curcent
year. Pledges for purposes apacified by donors and received for future years a:e
considered as deferred income and racorded &s "pledged and received in advance"
(statement II).

10. Donations-in-kind, which are recorded as memorandum entries in the books of
account, are not part of the income of UNICEF.

11. Expenditures are recorded when funds are disbursed or when the liability of
UNICEF is recognized. Except for machinery and equipment for the Greeting Card
Oparation, buildings and electronic data-processing equipment that are depreciated
over their useful life and other non-expendable properties are charged against the
relavant budget accounts in the year on the date of purchase.

12. The statemant of income ané expenditure (atatement I) does not include funds
raceived and expenditures made from trust funds, which are reflected in

schedule 9. Those transactions that do not require commitments by the Executive
Board are considered as truat funda.

Assets and liabilities

13. All funds received are deposited into UNICEF bank accounts, including those on
trust fund arrangements, and reflacted as cash holdings.

14. All outstanding pledges for contributiona are recorded as receivables (see
para. 9).

15. Buildings purchased for off{ice2 accommodation and staff housing, electronic
data~processing ecuipment as well as machinery for use in greeting card production
are considered capital assets. They are valued at cosl lees amortization or
depreciation in accordance with the following prircipless

(a) Office buildings are amortized by annual charges to the budget for
amounts estimated to be eauivalent to their annual rents, while buildings for staff
housing are amortized by the rental! income earned from the occupants)

(b) Machinery and equipment for the production of greeting cards is
depreciated over its estimated useful period)

(c) The cost of electronic Aata-processing eaquipment is amortized by annual
charges to the budget over a period of five years from the date of acquisition.

16. The UNICEF Procurement and Assembly Centre's stock of programme supplies is
shown at average cost. Goods in traneit into the Centre are valued at actual
cost. Freight paid for supplies to the Centre's warehouse is considered part of
the cost of supplies. The aggregate total represents the Centre-s irventory, the
value of which is adjusted by the accumulated variance between svarage and actual
cost.

17. The Greeting Card Operation stock of raw material is valued at cost. Products
in process and finished goods are valued at standacd coats. The aggregate total
tepresents the Greeting Card Operation inventory, the value of which is adjusted by
the accumulated variances to reflect actual costs.
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18. At year-end, goods shipped to consignee for the current campaign are
considered part of the inventory and are adjusted to actual cost.

19. Contractual obligations contingent upon delivery of supplies ard equipment
ordered against unfulfilled programme commitments are recorded as memorandum
entries in the books of account except as may he otherwise agreed with donors of
supplementary funds. The total outstanding contingent liability at year-end ia
discloased in the notes to the financial statements. The same accouriting treatment
is given to contractual obligation for delivery of raw material to the Greeting
Card Operation and electronic data-processing equipment.

20. No provision is made for staff entitlements for repatriation, etc., in future
years, or to meet contingencies under appendix D of the United Nationa Staff Rules,
as funds are provided in the budget appropriations as required.

21. A reserve for insurance of $200,000 was established in November 1950 to absorb
losses of UNICEF programme supplies and equipment not covered by commercial

insurance. The reserve is regtored to its authorized limit by a tra sfer from
income.
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ANNEXES TO PART ONE

ANNEX 1

Statistics and other data

This annex cRptisas tables giving statistical and other data concerning

UNICEF activities, which, although not forming patrt of the financial statements,
are provided for information purposes.

Tables
A. Status of funds from the United Nations system
1. Status of funds from the United Nations system related to Board commitments

as at 31 December 1985,

B. UNIT2F expenditures

Expenditures foe co-operation by programme in 1985 and 1984.

Summary of expendituces in 1985 (by region and type of programme).

C. UNICEF commitments

Summary of commitaents apptoved by the Executive Board at {ts 1985 smession,
by region and main field of co-operation.

Commitments entering into effect during 1985 between Board sessions
correspording to specific contcributions received or pledged during 1985,
and adjustments and transfers.

Total commitments approved in 1985 (summaty by teglion and type of
programme) .
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A.

STATUS OP FUNDS FROM THE UNITED MATIONMS SYSTEM

Table 1

Status of funds from the United Nations system related to Board commitments as at 31 December 1985

(United Staces aollars)

Opening seturned/
balance Received Advanced Total Expenditures transterrea Balance

Office of the Unitea Nations
Disaster Relief Co-otdinator 355 650.%4 - - 355 650.3. 170 934.86 - 184 715.68
Office of Unitea Nations High
Commissioner for Refugees 490 467.19 471 785.43 - 962 .52.62 1 133 994.24 - (L71 741.62)
United Nations Capital
Development Funa 273 636.10 2 195 000.90 - 2 468 636.10 3 455 643.45 - (987 007.35)
United Nations Development
Programme 170 749.17 60 918.93 - 231 668.10 205 216.32 - 26 451.78
United Nations Funa for
Population Activities 58 753.9¢6 457 568.04 - 216 322.00 236 692.5¢& - (20 370.58)
United Nations
Secretary~-General appeals 53 195.¢3 - - 53 195.43 35 092.02 - 18 iG3.42
United Matior- African
Emergency Tr . Fund - 493 000.00 - 193 000.00 3% $66.%1 - 457 4313.09
Office of the Special
Representative ot the
Secretary-Genecal
Kampuchea - - - - 406.89 - (406.39)

Total 1 402 452.39 3 078 272.40 - 4 800 724.79 - (792 822.18)

€ 273 $46.97
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B. UNICEF EXPENDITURES
Table 2

Expenditures for co-operation by programme 1985 and 1984

(Thousands of United States doll rs)

1985 1984
Percentace Percentage Increase (decrease)
Amount of total Amount of total Amount Percentage
Child health 82 328 29.6 63 548 26.0 18 780 29.5
Chi.d nutrition 16 642 5.9 20 112 8.2 (3 470) 17.3
Water supply/sanitation 58 526 21.0 68 057 27.9 (9 531) (14.0)
Social welfare services for
children 14 458 5.2 15 732 6.4 (1 274) (8.1)
Formal educatiocn 20 887 7.5 19 862 8.1 1 025 5.2
Non-formal education 11 497 4.1 10 645 4.4 852 8.0
Emergency relief 35 441 12.7 15 795 6.5 19 645 124.3
General a/ 38 798 14.0 30 598 12.5 8 200 26.8
Subtotal programme aid 278 577 i00.0 244 349 100.0 34 228 14.0
Programme support services 66 354 59 514 6 840 11.5
Total assistance 344 931 303 863 41 068 13.5

2/ This aid cannot be broken down into the above categories.



Table 3

Summary ot expenditures in 1985 (by region ana type of programme)

{Thousands of United States dollars)

h9-

Africa East Asia South Miadle
(excluaing ana Central East ana inter-
North Africa) Americas Pakistan Asia North Africa regional TOCEL
Child healtn 25 833 5 973 16 733 10 547 8 446 i¢ 796 62 328
Cnila nputrition 3 021 1 028 4 465 2 406 12¢ 5 596 16 642
Water supply/sanitation 19 683 2 381 15 370 13 028 727 193 58 526
>oclal welfare services
12r chilaren 1 863 2 123 4 355 4 696 1 255 166 14 458
rormal education 3 740 9iy 12 011 2 028 2 114 75 20 887
Non-torkai education 3 877 2 174 2 667 1 893 808 78 il 497
~mergency relief 27 442 565 48l is ¢ 927 4 012 35 441 12
Generai a/ Y 655 3 b4s 7 747 8 <75 3 Uzl 6 3581 38 798 _i4
Subtital pregramme aia 95 114 19 411 63 829 42 887 26 939 31 297 258 577 100
Programme support services 66 354
Totz. assistance 344 931
ALDINISTIfaliV: SErvices 44 879
TuTAL EXPENDITURE 810

3869

a, This 3id cannOt pe broken 4Own 1nto the above categories.
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Summary of commitments approveda by the Executive goard at 1ts 1985 session, by region ana main

C.

Tabple 4

UNICEF COMMITMENTS

tield of co-operation

(Thousanas oI United States aollars)

Africa East Aslia Sou*h Miadle East
{excluding anda Central and Inter-
North Africa) Americas Pakistan Asia North Africa regional Total Percentage

Chila survival a/ 13 s10 1 338 11 894 15 777 301 18 000 61 820 21
Chila neaith 14 211 1 531 4 467 7 %06 288 0 29 403 10
Child nutrition 990 379 7 635 2 744 55 1] 11 803 4
wWater supply/sanitataion 9 117 i26 9 018 26 413 263 [} 45 937 15
Social welfare services for children 1 974 424 523 51 741 0 ] 54 662 18
Formai education 4 305 555 1 076 ls 751 892 0 25 579 9
Non-formal education 4 015 202 492 7 518 203 0 12 427 4
Generai b/ 18 251 366 1l 225 9 590 573 18 025 58 128 _19

Sustotal programme aid 66 373 4 921 46 428 140 437 575 36 025 299 759 100
Deficits (over-expenaiture} i3 45 58
Emergency reserve funa c/ - - - - - 3 263 3 263

Total assistance 66 373 4 934 46 428 140 437 620 39 286 303 080
savings (cancellations) (26) - - . - —_ (26)

Net 1nCrease 1n programme

commltmer 66 347 4 934 46 428 140 437 620 39 288 302 054
Budget 252 550

Total commitments 555 604

3/ (. 'd survival refers specifically to growth monitoring, oral rehydration, breast-feeding, immunization, feeding, family spacing and

female literacy.

b/ This amount cannot be broxen down into the above categories.

¢/ The emergency reserve fund 1s automatically replenisrea at the start of each calencar year by an amount correspording to the

dispursements autnorizea by the Executive Director during the previous year (E/XCEF/€70/Rev.3, para. 190 (0)).
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Table S

Commitments entering into effect during 1985 between Board sessions corresponding to specific

coatributions received or pledgea auring 1985, and adjustments and transfers

(Thousands of Unitea States aollars)

Africa East Asia South Miadlie East
{excluaing ana Central ang Inter—
North Africa) Americas Pakistan Asia dNorth Africa regional Total Percentage

Child survivai 4 403 2 474 499 2 260 6 418 (3 920; a/ 12 139 8
Chiia Leaitn 6 943 4 663 2 682 362 341 - 14 994 10
Child nutrition 6 706 526 3 845 1 100 3Co {424) 11 983 8
Water suppiy/sanitation 5 923 1829 7 134 24 391 - - 39 268 26
Social welfare services
for children 1 790 3 565 7 684 202 400 13 641 9
Pormal educztion 394 847 279 115 - - 2 235 2
Non-formal education 211 758 100 170 103 - 1 342 1
Emergency relief 38 469 1 247 1676 - 12 464 (1 960) ¢/ 51 896 35
General p/ - 567 - - 119 694 1 380 1

fotal programme

coma) tments 64 844 16 467 23 902 29 200 20 145 (5 680) 148 878 100
Carcellation of savings in
budget commltments {8 134)

Total cammitm<nts 140 Tes

|

a/ Funds authorized from tbe Intant Mortality Bedwction Resesve Pumd during 1966 wese dAeAsibutesd oy seghons.

b/ 'This amount cannot be broken aown into the above cetegories.

¢/ Funds authorized from the Executive Director's emssgamsy reserve fumd dirieg 908 were dAstributed By reglons.
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Table ¢

Total commitments approved in 1985 (summary by region and type of programme)
(Thousands of United States dollars)

Africa East Asia South Miadle East
{excluding and Central ana Inter-
North Africa) Amercicas Pakistan Asia Africa regional Total Percencage

Tulld survival 17 918 3 812 12 393 18 037 7 N 14 o8eC 73 959 16
Child health 21 154 6 194 7 152 8 268 1 629 - 44 397 10
Child nutritiom 7 696 905 il 480 3 844 355 (494) 23 786 6
Hater supply/sanitation 15 040 1 946 16 152 50 804 1 263 - 85 205 19
Social welfare services
for chilaren 3 764 3 989 8 207 1 943 400 - 68 303 15
Formal educatioa 4 699 1 402 1 355 iy 466 892 - 27 €14 [
Non-formal education 4 226 960 592 7 685 306 - 13 769 3
Emergency relief 38 469 1 247 1 676 - 12 464 1 303 55 159 12
General a/ 18 251 933 11 323 9 590 692 18 719 59 508 13

Subtotal programme aia 131 217 21 388 70 330 169 637 25 720 33 608 451 %00 100
Deficits (over-expenditure) b 13 - = 45 - 58

Total programme

assistance 131 217 21 401 70 330 169 637 25 765 33 608 451 958
Savings (cancellations) {26) - - - - hd (26)

Net increase in pCogramme
commi tasents 131 191 21 401 70 330 169 637 25 765 33 608 b/ 451 932

Budget 244 416

1~ tal commitments 696 348

a/ This amournt cannot be broken aown i1nto the abowve categories.

b/ The amount of new commitments of $62.9 mi1liion shown in statement V for general assistance 15 dlstriputed to assisted countries in eacn
region.



ANNEX II

Glossary of selected UNICEF terminology used
in the report

ACCOUNTS, AUDITED

The organization's financial statements for a specified period or at a
specified date audited by the External Auditors (United Nations Board of
Auditors).

ACCRUAL SYSTEM OF ACCOUNTING

To record income or expenditures in the accounting period to which they
relate, notwithstanding that the receipt or payment of funds may take place in
a different accounting period.

BUDGET

A plan in financial terms for carrying out proposed activities in a specified
time. The term "bhudget" is used to refer to UNTCEF administrative and
programme support costs as well as to the Greeting Card Operation. However,
the Executive Board approves an appropriation of funds only for UNICEP
administrative and programme support costs,

Budget estimates

Estimates of the costs of pcoposed administrative and programme support
activities piepared for submission to the UNICEF Executive Board for the
approval of relevant appropriations.

Budget estimates, revised

Resulting from the Executiva Board's approval of "supplementary estimates™
proposed to adjust an approved budget.

Budget comuitments

The total approp:ciation of funds approved by the Executive Board for UNICEF
administrative and programme support costs, against which obligations may be
incurred for those purposes up to the amount so aprcoved.

CASH HOLDINGS
The aggregation of all the organization's funds, including coins, bank notes,
cheques, balances in current and call accounts, saving accounts and

interest-bearing deposits.

rash-in-transit

Cash transfers between one or more UNICEF bank accounts at a specified time.
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Caah in current bank accounts

The aggregate of money maintainad in UNICEF bank accounts, as reflected in
UNICEF's books of account, to sustain operational requirements.

Cash in interest-bearing deposits

Funds temporarily available, over those needed for immediate requirement, held
in short-term interest-bearing deposits and ready to be drawn down when needed.

Cash-on-hand
(Also called "petty cash")

Cash kept on hand by authorized officers as a convenience for making small
payments on behalf of the organisaticn.

COMMITMENTS FOR PROGRAMME CO-OPERATION
The total appropriation of funds approved by the Executive Board for UNICEF
co-operation in country programmes or regional prtojects for periods from one

to five years.

Commitments made at the Board session

Programne and budget commitments recommended by the Executive Director that
are submitted for approval to the Board at its annual sessions.

Commitments made between Board sessiona

Programme commitments related to projects "noted” at the annual Board
sessions, subsequently entering into effect on receipt of funds or firm
pledges of specific-purpose contributions earmarked for those “"noted”
projects. Also programme commitments from general resources approved by "mail
poll”.

Commitments, savings and deficits

Commitments for programme co-uperation are expressed in terms of the unit of
accounts (United States dollars). They reflect estimated cost of supplies,
services and local costa. Actual expenditures usually differ from estimated
costs, thus creating savings or deficits that are submitted yearly to the
Board to authorize either a "reduction of outstanding commitments (savings) or
new commitments to cover over-expenditures on approved programmes”.

Commitments, unspent balance

Programme commitments have no annual expiry date) they may continue during the
plan of operation. At the time a new recommend tion is prepared for
presentation to the Board, unspent balances of previous commitments may be
deducted from the new amount requested or may also be reprogrammed. In some
casea, the unspent balance may be cancelled for reasons preventing the
continuation of the programme.
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CONTRIBUTIONS, VOLUNTARY

Contributions to UNICEF that are offered and accepted without reference to a
acale of assessment determined by any United Nations legislative body.

CONTRIBUTIONS RECEIVABLE
Contributions pledged to UNICEF but not received until a future time.
CURRENCIES OF “RESTRICTED USE" FUR UNICEF

Currencies, the use of which (mainlv in respect of transferability and
convertibility) is limited because of foreign exchange regulations or dunor's
wish, When those limitations do not exist, the currencies are considered by
UNICEF as “unrestricted®.

EAFMARKED

‘To give expression to a restriction imposed by agreement, or by administrative
action, on the use of an account or of an equivalent amount of assets.

EQUIPMENT, NON-EXPENDABLE

Equipment with a serviceable life of more than one accounting period for which
inventory records are maintained.

EXPENDITURES

The payment of cash or the incurring of a )liability for the purpose of
discharging approved commitments. In the case of commitments for programme
co-operation, non-cash expenditures, which are recorded on an accrual basis,
reflect the actual UNICEF input delivered during the period in the form of
supplies, equipment, and/or services. In the case of budget commitments,
expenditures reflect cbligations incurred during the financial year.

FINANCIAL PERIODS

The operating period of the organization, which is tne calendar year, and is
covered by the financial statements.

FINANCIAL REGULATIONS

UNICEF follows the financial regulations and rules of the United Nations with
such sdjustments and substitutions as are required by the nature of its work,
and are within the authority given to the Executive Director by the General
Assembly resolution establishing UNICEF and by the Secretary~-General.

FUNDS-IN-TRUST

Funds accepted by UNICEF mainly to cover the costs of reimbursable procurement
of supplies and services undertaken by UNICEF on hehalf of others. They also
include financing provided by sponsors to cover the costs of Junior
Professional Officers. These funds are not considered UNICEF income.
Therefore, for accounting and reporting purposes they are separately recorded
and distinguished from funds that are part of income and are spent for
commitmentrs approved by the Board,
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INCOME

Money or firm pledges receivel or accrued during a financial period that

increases the resources of UNICEF for implementation of approved commitments.

UNICEF income is recorded on the basis of funds or pledqes received for the
current year. It comprises {unds clasnified as "general resources" and

"supplementary funds",.

Income, deferred

Funds received or pledges recorded as receivable, attributable to future
financial periods and, therefore, not credited to the income account ot the

period reported on.

Income, general resources

Unearmarked income that includes funds from .~luntary annual contributions of
Governments, the net income from the Greeting Card Operation, fuuds
contributed by the public and certain "other (or miscellaneous) income".

Income, otﬁgi

Also referred to as "miscellaneous income® fui gencral resnurces.

Income other than the value of the voluntary con*:it-tions and the net income

of the Greeting Card Operation.

Includes some non-monetcary items resulting from the arithmetical difference
between balances of accounts (e.g. staff assessment).

Income, supplementary funds

Earmarked income for programmes "noted” by the UNICEF Executive Board that
then becomes part of UNICEF programme commitments.

Consists of funds contributed to UNICEF by Governments, non-governmental
organizations and the United Nations agencies for specific purposes.
INVENTORY

The value of supplies and equipment for programmes owned by the organization,
as well as the Greeting Card Operation materials, at the end of an accounting

or financial period.
LIQUIDITY REQUIREMENT

UNICEF has a liquidity requirement to cover temporary imbalances between funds
received and spent as well as to absorb differences between income and

expenditure estimates,

LIQUIDITY PROVISION

The liquidity reguirement i8 covered by a liaquidity provision of cash held at
the end of each year, comprising general resources and half of the balance of

supplementary funds.
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LOCAL CURRENCY

The currency of the country or area in which the local financisal recorde of an
activity are kept and/or in which ita local financial transactions take place.

MAURICE PATE MEMORIAL FUND
(To honour the first Executive Director of UNICEF)

Established by the Executive Board in 1966 to strengthen regional training
facilities in fields benefiting children.

To the initial credit from the Nobel Peace Prize Award, earmarked donations
and interest earned have heen added. Funds available have been allocated,
with the Board's approval, to various projects in various countries.

"NOTED" PROJECTS

Programme recommendations are often prepared going beyond the input available
from general resources. These extensions are for "noting" by the Board as
suitable for funding from supplementary contributions made by donors for
"specific purposes"”. When a supplementary contribution is made for a "noted”
project, Lhe corresponding commitment enters into effect (usually between
Board sessions).

OBLIGATION

A financial engagement involving a liability against the resources of the
current financial period.

PLEDGE

A written commitment by a prospective donor to make a voluntary contribution
to UNICEF. A written commitment that is subject to the need to secure an
appropriate national legislative approval is considered a pledge.

RATES OF EXCHANGE

The UNICEF accounts are maintained in United States dollars. Transactions in
other currencies are converted for recording into United States dollars at the
United Nations operational rates of exchange.

REIMBURSABLE PROCUREMENT

UNICEF assists Governmants, United Nations agencies and non-governmental
organizations working in the fields of benefit tc children, by undertaking, on
recquest and on a reimbursable basis, procurement of goods and services. A
amall handling charge is added by UNICEF to the cost of the supplies and
services to cover the costs of extra administration and documentation (see
funds~in-trust).

RESERVE FOR INSURANCE
A reserve of $200,000 was established by the Executive Board in November 1950

when UNICEF adopted a policy of self-insurance, Transfers of funds are made
from the reserve to replace lost supplies. The reserve is then restored
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annually to the level of $200,000 by transfer from UNICEF income (other
income) .

SCHEDULE

Explanatory or supporting analyses accompanying financial statements.

STAFF ASSESSMENT

A deduction from the gross salary of a staff member of an amount in lieu of
income tax.

Funds required to refund taxes levied on staff members are drawn from the

staff assessment accounts. The net balance of this account ia, at the end of
the financial period, credited to UNICEF income.

UNENCUMBERED BALANCE
That portion of the budget commitments that has not been expended at the end

of the budget period. This unspent balance is cancelled at the end of the

budget period and reported to the Executive Board (see commitments, unspent
balance) .

WRITE~-OFF

An adjustment to the accounts in order to record the loss of or reduction in
the value of an asset.
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PART TWO

GREETING CARD OPERATION
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FOREWORD

1. In 1984, 181 artists from 72 countries volunteered their designs as
contributions to UNICEF cards and calendars.

2. Their artwork, some of it already internationally known and some of it seun
for the first time beyond national boundaries, helped the Greeting Card Operation
to furnish UNICEF with a siiesble source of income and created the opportunity for
millions of people around the world to make a direct contribution to a unique

United Nations activity.

3. As in past years, the national committees for UNICEF and other grouvps acting
as volunteers were the main salen agente.

4. On behalf of UNICEF, 1 again wish to record our highest ' ppreciation for the
devoted efforts of the many thousands of artists, museum staff, collectors,
volunteer sales agents and members uf the general public who have contrituted to
the success of this enterprise.

(Signed) James P. GRANT
Executive Director
United Nations Children's Fund
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I. FINANCIAL REPORT FOR THE 1984 SEASON

Introduction

1. In orde: to reverse the downward trend in sales volume and net incorne that
hegan 1} early 19808, the Executive Board approved a three-year interreqional
sales de ,opment programme at its 1384 session in Rome. This progcamme was
designed to strengthen the Greeting Card Operation field sales organization in
areasd of currently unrealizel uales volume potential to enable the Greeting Card
Operation to reach its fnture i come targets.

2. Since the 1964 saler campaign was already in proqress at the time of the Board
approval of the iiterregyinnal sales development prograwme, the programme had no
impact on sales or income in 1984. However, new sales and marketing structurces,
together with specific action plans, were established in several important markets
during the year (see E/ICEF/1985/AB/L.6).

3. Expenditures for the implementation of the interregional sales development
Froo'ramme are borne by the Greeting Card Operatior. and these additional investments
are reflected in increased marketing sales expenditures for 1984. A special
analysis of the interregional sales development programme, including provisional
results of the 1985 cumpaign, together with fu ‘e prolections, will be presented
to the Executive Board at its 1986 session.

Summary of the results of the 1984 season

Overall performance

4. Despite ti » highes. sales revenues so far achjeved, Gr. ing Card Operation
net income to UNICEF in 1984 ($10.1 million) was $4.7 million less than in 1983.
The main reasons for this shortfall in profits were: (a) lower net operatinyg
protits dve to higher production costs and increased marketing/sales expenses (the
orerating profit variance was $1.7 million)) and (b) exchange rate losses caused by
a revaluation of assets and liabilities and other adjustments, both of which were
outside Greeting Card Cperation operational control and which further diminished
its income by $3 million.

Sales

5. Total si‘les were 111.2 million cards in 1984 or 1.4 million cards less than
1983. All regions except North America showed increases over 1983. The increases
were as follows: Europe (2.7 million)j; Central and South America (0.3 million))
Africa (0.2 million)) Eastern Mediterranean (0.2 million); Asia (1 nillion)s and
South-West Pacific (0.1 million’.
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6. The shortfall in unite in North America was due to a major error in the United
States National Committee's inventory reporting that was discovered during a
syntems review initiated by the Greeting Card Operation. The reduction in reported
unit sales was approximately 5.9 million cards. This adjustme.at only influenced
unit sales, Proceeds from 1984 were not affected.

7. A detailed country-by-country analysis of card sales for 1984 compared with
1983 can be found in the scheduie.

Gross proceeds

8. Gross procecds were $46.5 million or $0.4 million higher than in 1983. This
was due to higher sales in major markets, excluding North America, plus overall
price increases in 1984 (see the schedule and note 3 to the financial statements).

Net operating profit

9. Net operating profit in 1984 was $15.2 million, or $1.7 miilion lowar than in
1983. Thia was due primarily to higher production costs and increases in
marketing/sales expenditures in connection with taunching the interreqional nales
development programme, which was approved by the Executive Board in 1984.

Exchange rate losses

10. Exchange rate losses originating from the revaluation of assets and
liabilities caused by the strength of the United States dollar amounted to
34.2 million in 1984, compared with $0.6 million in 1983. These figures do not
include the dollar effect on cevenues and expenditures,

Net profit

11. Net profit was $10.1 million in 1984, $4.7 million lower than in 1983. This
war caused by a weaker operational performance due to higher production and
marketing costs ($1.7 million) and exchange rate losses and other adjustments
outside Greeting Card Operation operational control (83 million).

Financial statements for the year ended 30 April 1985

12. The three financial statements that follow are suppo.ted hy the notes to the
financiel statements, which along with the schedule are corzidered an inteqral part
of the financiul report.
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STATEMENT 1

Comparative statcment of 1ncOMe amd expenditure for the season ended 30 Aprii 1983

{Unitea States goliars)

Notes 1954 season: 1 Mav 1984-3C April 1385 1983 season: 1 May 1983-30 Aprai 1984 var:iance
Increase/ (decre .8

Deliveries i 62 824 632.97 64 384 130.53 (e 559 497.56;
Less: ks~ "na 2 14 355 1i6.55 16 285 604.99 i 929 4865.44
Gross ... proceeds 3 4B 468 514.43 48 098 525.34 363 388.88
Less: COMLESIONS 4 L1 6U0 606.94 12 210 708.82 610 10..88
Duties ana taxes 5 426 483.82 1z 027 096.76 36 441 417.€6 693 889.02 1z %04 337.84 35 133 927.70 267 399.20
i T 483.96
iess: CZost of goods aeliverea 6 10 6341 628.76 9 157 28l.60 ia 474 347.16)
Gross profit on sales 7 25 809 788.90 26 036 646.10 (226 857.20)
Less: Other expenses
Operations 3 3 60n 902.77 3 255 G0Gi1.06
Marketing and sales 9 6 538 465.29 4 485 925.16
Art anc design 429 572.13 507 524.94
Acministration 3 750 200.77 14 319 140.96 4 016 846.58 12 265 299.74 {2 053 841.22)
11 490 647.54 13 771 346.36 2 280 698.42)
Aad:  Other income 10 3 670 717.87 3 097 088.4. 372 629.46
Net operating 9rotit il 15 161 365.81 16 868 434.77 {1 707 068.96)
less: Exchange rate loeses 12 4 204 675.58 633 353.78
Pri1or year aqjustments 13 898 426.25 -
Bffect of accounting chance = 1 467 000.00
S 102 101.83 2 100 353.78 (31 002 148.05)
NET 2R0FIT 10 058 261.98 14 768 090.99 (4 Y09 817.01)
(Signed) Karin LOKHAUG (Sigre€) SLames §. GRANY

Comptroller Ezecutive Dirzecsos



STATEMENT II

Comparative statement of asgets and liabilities &s at 30 April 1985

{United States dollars)

Increase/ (decrease)

Notes 1984 season 1983 season

Agsets

Cash on hand 209 156.88 117 100.42 92 056.46

hccounts receivable 14 23 156 620.39 24 787 B865.35 (1L 631 244.96)

Inventory 15 9 208 183.20 9 762 305.34 (554 122.14)

Prepaid expenses 31 688.52 17 370.96 ‘14 317.56

Capital assets 16 381 239.44 32 986 888.43 454 961.56 35 139 603.63 (73 722.12) (2 152 715.20)
Liabilities

Accounts payable 17 1 803 333.58 1 664 849.35 138 484.23

21 125 290.77

A ——————————

18 706 673.29 20 371 522.64 2 418 617.48 (2 557 101.71)

UNICEF inter-office account 22 928 624.35

Do

-ia_

Excess of assets over liabilities

10 058 264.08

S — S —————-
e —————————

14 768 080.99

A ————— P ————
o ——————————————

(4 709 B16.91)

(S8igned) James P. GRANT

(Signed) Karin LOKHAUG
Executive Director

Comptroller
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STATEMENT III

Comparative statement of the 1984 work plan and the actual resuits for the season endea 30 April 1985

Actual Buaget variance
At actual At buageted
exchange exchange At actual rate
rate rate Low prcjection vs. buaget
Numper ot caras sola (millions) 11l1.2 111.2 120.0 (8.8)
(Millions of United States aollars)
Deliveries 62.8 77.7 74.4 (11.3)
Less: Returns 14.4 17.1 14.8 0.4
Gross sale proceeds 48.4 60.6 59.3 (10.9)
Less: Commissions 11.6 14.3 14.8 3.2
Duties and taxes 0.4 12.0 Q.° 14.8 1.1 15.9 Q.7 3.9
36.4 45.8 43.4 (7.0)
less: Cost of goods delivered 10.6 10.5 10.5 0.9
Jross profit on sales 25.8 35.3 32.9 (6.1)
Less: Other expenses
Opezations 3.6 4.5 4.1 0.5
Marketing and sales 6.6 7.9 7.9 1.3
Art ana gesign 0.4 0.4 0.6 0.2
Aczinistration 3.7 14.3 3.9 1.8 3 16.3 = <.0
i1.5 18.5 16.6 4.1
Add: Otrer inccae 3.7 4.6 3.2 0.5
Nat operating protit 15.2 23.1 19.8& (4.6)
less: Exchange rate losses 4.2 4.2 - &.2)
Prior year adjustments 2.9 5.1 0.9 5.1 - - (8.3) (5.1)
Net profit 10.1 18.0 19.8 (3.7)
Net profit as a percentage of
gross salie g: >ceeas 21% 30% 33%
{Signed) Karin TOKBAUG {Signed) .James P. GRANT

Comptroller

Bxecutive Director



Notes to the financial statements

Statement Y (income and expenditure)

1. Deliveries. This represents the sales value of Greeting Card Operation
products (cards, calendars, stationery, educational material, etc.) shipped during
the year to national committees, Greeting Card Operation sales und field offices
and other consignees. The decrease in deliveries of $1.56 million (2.4 per cent)
compared with 1983 18 attributable to control measurss designed tc itprove the
delivery to sales ratio.

2. Returnsa. These figures represant the value of Greeting Card Operatior
products shipped during the year bu: not sold. The year 1984 shows an improvement
over 1983 of $1.93 million or 11.9 per cent. 1n addition, returns as a parcentage
of deliveries were down from 25.3 per cent in 1983 to 22.8 per cent in 1984. This
positive development is due primarily to measur«s taken to improve forecasting and
ordering techniques.

3. Gross sale proceeds., These figures represent the total sales value of all
Greeting Card Operation products l/ sold during the year. Gross sale proceeds were
$0.37 million higher in 1984 than in 1983 despite a lower volume of card sales
(111.2 million cards in 1984 versus 112.6 million cards in 1983). The increase in
proceeds is due to price increases in varioua markets during 1984 and the improved
sales performance of other ; »ducts, including shopping bags. As a percentage of
deliveries, there is an improvem nt from 74.7 per cent in 1983 to 77.2 per cent in
1984.

4. Commissions. This represents the amount of commissions and direct sales
expenses paid to national committees and other sales organizations during the
year. The year 1984 shows a reduction of $0.61 millior in this area compared with
1983. As a percentage of sales proceeds, there is an improvement from

25.4 per cent in 1983 to 23.9 per cent in 1984.

5. Duties and taxes. These figures represent the duties and taxes levied on
Greeting Card Operation products in several countries. The reduction in 1984
compared with 1983 is due to a major donor's decision to exempt the Greeting Card
Operation from these charges. UNICEF continues its efforts to obtain duty and tax
exemptions in all of its markets. As a percentaje of sale proceeds, duties and
taxes dropped from 1.4 per cent in 1983 to 0.9 per cent in 1984.

6. Cost of goods delivered. This represents the cost of producing goods
delivered during the year and includes direct production costs, such as raw
materials and labour, and indirect costs, such as production supplies and services,
tcreight, storage, etc. The increase of $1.475 million (16.1 per cent) over 1983
was caused by substantial increases in the cost of raw materials (19 per cent) and
labour costs (12 per cent).

1/ These products, expressed in thousands of United States dollars, are:
cards ($39,184); calendars ($3,010)3 stiationery ($1,769); educational material
($1,653)) and other products ($2,853).
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7. Gross profit on salea. This represents the profit generated from sales net of
production costs. The reduction of $0.227 million for 1984 over 1983 was caus:d
primarily by higher production costs.

8. Operations. The increase ‘n operations costs of $0.346 million

(10.6 per cent) was caused by the stacrt up coste for two new production centres
(Brazil and Canada) implemented in 1984 and the annualized impact of 1983 hourly
wage rate increases.

9. Marketing and galeas. Major reasons for the $2.052 million increase over 1983
includes (a) the introduction and implementation of the interregional sales
davelopment programme ($0.320 million)) (b) the hiring of the related suppor: staff
($0.440 million)y (c) increased cost of brochures ($C.415 million) and publicity
material ($0.572 million) to be utilized in the new marketig efforts under the
interregional sales development programme; (d) the transfer of the Deaign Unit from
the Art Section ($0.120 million); and (e) the cost of the Marketing Section office
renovations.

10. Other income. This represents revenues from Greeting Card Operation special
programmes, including stamp and coin sales ($1.713 million), donations generated by
the Greeting Card Operation brochures ($0.457 million), staff assessment income
($0.883 million), discounts from suppliers ($0.081 million) and other

($0.536 million).

11. Net operating profit. This represents the net income generated by the
Greeting Cacd Operation, which is not influenced by exchange rate losses d other
non-operational financial adjustments. The year 1984 shows a negative variance of
$i.7 million over 1983 due primarily to higher expenditures in jroduction and
marketing in 1984. The net operating profit is 31.2 per cent of sales proceeds in
1984 compared with 35.1 per cent in 1963.

12. Exchange rate losses. The exchange loss of $4.205 million for 1984 represents
the loss of assets and liabilities held in currencies other than the United States
dollar when converted at the United Nations rate of exchange as at 30 April 1985 as
required by the financial regulations of the United Nations. This expense is
outside the Greeting Card Opera:ion's control. Statement III provides details on
the effect of exchange rate losses.

13. Prior year adjustment. It is Greeting Card Operation policy to write off
unsold inventory produced in a given year and not carried forward to the following
campaign year. During 1984, the Greeting Card Operation wrote off inventory worth
$0.889 million, most of which was from 1983 or prior years and should have been
written off at that time,

Statement 11 {assets and liabilities)

14. Accounts receivable. This includes amounts due from national committees and
other consignees for 1984 sales in addition to royalties and miscellaneour
receivablea. The amount due from nitional committees on 30 April 1985 was
$22.072 million compared with a 30 April 1984 balance of $23.877 million.
Agreements with most national committees provide for payment of these balances by
31 August of the calendar year. The balance as at 30 April 1985 was at a normal
level. As at 31 Octoher 1985, the balance was $9.9 million,
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15. 1Inventory. Raw materials, products in process, producta in transit and
finished products are atated at standard cost, and the inventory at consignees is
at selling prices. The year-end inventory includes cards manufactured during the
year for the 1985 campaign.

1984 1983
(United States dollars)

Valuation of:

Raw materials 2 728 464 2 371 826

Products in process, finished products
and products in transit 4 925 069 5 607 990
Inventory at consignees 1 554 650 1l 782 489
9 208 183 9 762 305

16. Capital assets. The following is a summary of capital assets as at
30 April 1985 and 30 April 1984.

1984 1983

(United States dollars)
Production machinery 427 659 427 659
Telephone system 88 397 88 397
Subtotal 516 056 516 056
Accumulated depreciation 134 816 61 094
Book value 30 April 1985 381 240 454 962
———

Capital asset:s are stated at cost less accumulated depreciation, which is computed
using the straight line method over the estimated useful lives of the asgsets,

17. Accounts payable. This represents amounts owed by the Greeting Card Opecation
as at 30 April 1985 but not paid as at that date. Of this, $0.748 mi’lion was
owing to outside suppliers ($0.824 million as at 30 April 1984) and ti.e balance was
for accrued salaries and expenses for Greeting Card Operation offices at Geneva and
Copenhagen and in New York.

Statement IIT (1984 work plan and the actual results for the season)

18. This statement compares the actual performance of the Greeting Card Operation
at actual rates with (a) the actual performance at budgeted rates, and (b) the
budget. The major reason for the variances is that the budget is based on exchange
rates prevailing at the time of its preparation, in this case October 1983, and the
actual performance is at actual exchange rates. Column two highlights the impact
of the exchange rate variances on Greeting Card Operation revenues and expenditures
for 1984, which reduced the net profit from $18.0 million to $10.1 million.
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SCHEDULE (coocluded)

1984 season 1983 season
Percentage
Gross Gross 1nCrease
proceeds Caras proceeas ioecrease) |
Thousands Total Percentage as percentage sola Thousanas Total Per e as per 1984 gross No. of caras;
of Jross of total ot total sales pes 1,000 ot gross or total Of total sales $0i0 1984 ‘,
cards s0ii Poceeas 8/  proceeds of 62,825 popuiation | caras sold procesas a/  proceeas of 64,384 over 1983
APRICA 868 1 8 3.3 670 957 2.0 1.5 1.9
EASTERS MED]ITERRAMDAMN 853 132 2.3 687 566 i3 0.9 27.9
ASIA
India 3 8% 221 1.3 4.26 ] 480 i3 .7 1.3 14.4
Japan i 537 ”4 il.e ..28 1 ¥] #y3 045 1.3 G.y 54.8
Other coumtries 1 620 L] i-0 575 557 -2 S.e 2.9
Subtotal Asia i 2 Siv 6.9 v4 95 4.2 3.0 1.0
SOUTE-MEST PACIFIC
Australia 253 946 i.5 145 215 94 2.8 1.4 2.0
New Jealanc 629 153 ¢.3 488 395 186 U.d 8.3 4.2
Other countries 0 3 -0 ie 2 -0 Y 25.0
Subtot:’ South-sest
Pacitic 899 3 408 1.8 B2o 1 082 2.2 1.7 i.6
Toral 200 48 46y RRISY 559 48 099 100.00 4.7 -1.2 .

a/ inclucas sale proceeas for card (839,184}, calencars ($3.01i0), stationery ($1,769;, educational materia. ($1,653) ana other products ($2,853).

-Y2 Includes income from gseeting card AN0 GONALIOD CAra COMtributions of $569.



II. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1, The accounts are maintained in accordance with the Financial Regulationa of
the United Nations, with such modifications as reauired by the specific nature of
the Greeting Card Operation, taking into consideration the commercial nature of its
operation. In the UNICEF accounts, assets and liahilities relating to the Greeting
Card Operation are consolidated at the closure of the UNICEF accounts. At the end
of the Greeting Card Operation fiscal year on 30 April 1985, the net of the aasets
less the outstanding liabilities is reflected in the inter~office accounts as the
amount due to UNICEF.

2, The financial period is 1 May to 30 April. Consistent year-end cut-off
procedures are in effect, in order for UNICEF to incorporate Greeting Card
Operation accounts in its financial atatements.

3. The accounting unit is the United States dollar. The eauivalent in United
States dollars of other currencies is established on the bhasis of the Uni'ed
Nations operational rates of exchange. For managerial purposes, the acrounts are
maintained at the budgeted rate established at the time the work plan is prepared
(in October, six months before the financial period begins). For financial
reporting, however, these figures are adjusted to actual figures at the United
Nations operati 1 rate of exchange in order to arrive at the net spendable
income. Differe..ces between the valuation of the currencies when entered into the
accounts and when actual transactions are made are accourited for as gains or losses
on exchange transactions.

4, Periodically, assets and liabilities in currencies other than United States
dollars are valued for accounting purposes at the prevailing United Nations
operational rates of exchange. Any variance in valuation due to fluctuation of
those rates is accounted for as income or loss and shown geparately in the
statement of income and expenditure.

5. Inventory of raw materials, products in process, finished pr »ucts and
products in transit are valued at standard cost and appear as such on the astatement
of assets and liabilities. It is Greeting Card Operation policy to write off all
finished unsold products from the current campaign year that are not carried
forward to the following campaign year.

6. Deliveries are valued at sales price and costs of goods deli 2red at starAard
cogt are charged as operational expenses of the financial year.

7. Returns represent value of goods delivered but not sold, including losaes,

8. Greeting Card Operation gross proceeds are recorded in United States dollar:
at the United Nations exchange rates in effect at the end of the campaign for sales
reported hy national committees and other sales outlets. (Actual cash collection
is recorded in United States dollars at the United Nations rate in effect at the
time remittances are received, usually at the end of Auqust.)

9. Purchases and other expenses incurred by the Greeting Card Operation are
recorded in United States dollars at the United Nations exchange rate in effect at
the time of each transacti.n., Expenditures are charged to the year of incurrence
tather than ahsorbed in the year to which they belong.

10, Capital assets (machinery and equipment) at a cost of $100,000 or more are
capitalized and depreciate® over their estimated useful life.

86-20974 5062-5063e (E) -91-
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HOW TO OBTAIN UNITED NATIONS PUBLICATIONS

United Nations publications may be obtained from bookstores and distributors throughout the
world. Consult your bookstore or write to: United Nations, Sales Section, New York or Geneva.
COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES

Les publications des Nations Unies sont en vente dans les librairies et les agences dépositaires
du monde entier. Informez-vous auprés de votre libraire ou adressez-vous a : Nations Unies,
Section des ventes, New York ou Genéve.

KAK NOAYYHUTL M3ZAHUSN OPITAHW3AUMUY OFBEAMHEHHLIX HALUA

Usnanus Oprarusaund O0veavHeRHbIX Hauui MOXHO KYNHTL B KHHXHBIX MArasHHax
H areHTCTBAX BO BCEX pafionax Mupa. HasonuTe cnipasky 06 K3naHUAX B BALIEM KHIDKHOM
Marajuie WiH nHwHTe no anpecy: Opranxzauus OGveanHennbix Hauu#i, Cexnua no
nponaxe u3naunit, Helo-Hopx umu XKenena.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas estdn en venta en librerias y casas distribuidoras en
todas partes del mundo. Consulte a su librero o dirfjase a: Naciones Unidas, Secci6n de Ventas,
Nueva York o Ginebra.

Lithe in United Nations, New York 01100 20974—August 1986--4,225




