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LETTERS OF TRANSMITTAL
29 April 1994
Sir,

Pursuant to UNFPA financial rule 116.2 (b), I have the honour to submit the
financial statements of the United Nations Population Fund for the biennium
ended 31 December 1993, which I hereby approve.

Copies of these financial statements are also being transmitted to the
Advisory Committee on Administrative and Budgetary Questions.

Accept, Sir, the assurances of my highest consideration.
(Signed) Nafis SADIK

Executive Director of the
United Nations Population Fund

The Chairman of the Board of Auditors
United Nations
New York
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30 June 1994

Sir,

I have the honour to transmit to you the financial statements of the United
Nations Population Fund for the biennium 1992-1993 ended 31 December 1993, which
were submitted by the Executive Director. These statements have been examined
and include the audit opinion of the Board of Auditors.

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

Accept, Sir, the assurances of my highest consideration.

(Signed) John BOURN
Comptroller and Auditor General
of the United Kingdom of
Great Britain and Northern Ireland
and Chairman
United Nations Board of Auditors

The President of the General Assembly
of the United Nations
New York, N.Y.






I. FINANCIAL REPORT FOR THE BIENNIUM ENDED 31 DECEMBER 1993

1. The Executive Director of the United Nations Population Fund has the honour
to submit herewith the financial report of the United Nations Population Fund
(UNFPA) for the biennium ended 31 December 1993.

2. UNFPA is submitting its biennial accounts for 1992-1993 in conformity with
the changes in financial procedures of UNFPA approved by the General Assembly in
resolution 45/235 of 21 December 1990, paragraph 6. The biennial accounts for
1992-1993 consist of four statements supported by eight schedules accompanied by
notes that are an integral part of the financial statements, and also cover the
UNFPA trust funds established for population activities by the Governing Council
of the United Nations Development Programme (UNDP), or by the Executive
Director.

3. The submission of the biennial accounts is made in conformity with

regulation 16.1 of the UNFPA Financial Regulations approved by the Governing
Council at its thirty-seventh session in decision 90/36, paragraph 7.

Executing agency ac¢counts

4. In accordance with UNFPA financial regulazion 17.1 (b), the UNFPA financial
statements incorporate the data obtained from zhe biennial accounts of the
executing agencies with regard to the status of funds allocated to them for the
execution of UNFPA projects during the biennium 1992-1993.

5. As of the date of the preparation of the present financial statements, the
status of information received from the executing agencies was as follows:

(a) Audited statements were provided by the following United Nations
specialized agencies:

World Health Organization (WHO)
The International Labour Organization (ILQ)
United Nations Educational, Scientific and Cultural Organization (UNESCO)

(b) Statements as submitted to the execuzing agency'’s External Auditors
were provided by:

Food and Agriculture Organizaticn of the Jnited Nations (FARO)
United Nations Industrial Development Organization (UNIDO)
International Bank for Reconstruction and Development (the World Bank)

(c) The United Nations Board of Auditors are the external auditors of
UNFPA as well as the auditors of the United Nations regional economic
commissions and other United Nations organizations and programmes that execute
projects funded by UNFPA. The Board has indicated that in respect of the United
Nations organizations and programmes listed below it will not issue a separate
audit opinion on the programme expenditures and programme support costs funded
by UNFPA. The Board also indicated that the exchange of the required audit
information will be ensured by the Board internally. UNFPA has informed the



Governing Council accordingly (DP/1992/33, paras. 10 and 11). These are as
follows:

Department for Development Support and Management Services (UN/DDSMS)
Economic Commission for Africa (ECA)

Economic Commission for Europe (ECE)

Economic Commission for Latin America and the Caribbean (ECLAC)

Economic and Social Commission for Asia and the Pacific (ESCAP)

Economic and Social Commission for Western Asia (ESCWA)

United Nations Children’s Fund (UNICEF)

United Nations Development Programme/Office for Project Services (UNDP/OPS)

United Nations Relief and Works Agency for Palestine Refugees in the Near
East (UNRWA)

6. Should any changes be reported in the audited accounts of the United
Nations organizations and programmes executing projects funded by UNFPA, UNFPA
will report on the changes to the General Assembly and to the UNDP/UNFPA
Executive Board at subsequent sessions. The Executive Director will submit to a
subsequent session of the UNDP/UNFPA Executive Board copies of the audited
statements and audit reports, if any, of the United Nations executing agencies
and copies of any relevant resolutions adopted by their governing bodies, as
required under UNFPA financial regulation 17.1 (b).

Financial status of the Fund

7. As shown in statement III, as at 1 January 1992, the balance of unexpended
resources of the Fund was in a deficit of $5,538,850. During 1992-1993, UNFPA
received income of $457,814,638, which includes cost-sharing income of $267,297
from the Government of Botswana, and had expenditures of $397,011,898 which
resulted in surplus income of $60,802,740 as shown in statement I.

8. Statement III shows that as at 31 December 1993, the balance of unexpended
resources of the Fund is $47,263,890 (includinc $99,585 for cost sharing) after
transfers to reserves of $8 million (55 million to the reserve for field
accommodation, and $3 million to the operational reserve).

1992-1993 programme expenditures and administrative and
programme support services (APSS) budget expenditure

9. At its thirty-eighth session held in New York (June 1991), the Governing
Council gave the Executive Director a revised programme expenditure authority of
$201,300,000 for 1992 (decision 91/35 B, para. 3) and at its thirty-ninth
session (May 1992), a programme expenditure authority of $188,100,000 for 1993
(decision 92/32 B, para. 2). As shown in schedule 4, total year-end allocations
to projects for 1992-1993 were $334,251,680 of which $40,239,789 was the carry-
over of unspent allocations from 1991. The unspent allocations as at

31 December 1993 amounted to $71,738,213 and for future years $179,289,427. In



addition, as shown in schedule 6, net appropriations for the 1992-1993
administrative and programme support services (APSS) biennial budget of UNFPA
totalled $104,110,800, as approved by the Governing Council at its thirty-eighth
session (decision 91/36, para. 14). The unencumbered balance as at

31 December 1993 amounted to $16,392,979.

10. The breakdown of 1992-1993 expenditure is shown in statement I. It
comprised $309,294,077 for programme, including Technical Support Services
(TSS), Administrative and Operational Services (AOS) and UNFPA support costs,
and $87,717,821 for administrative and programme support costs under the APSS
biennial budget, after credits of $5,448,057 earned for programme support
services were taken into account. The APSS expenditure included $39,294,837 of
expenditure relating to field office support (see schedule 6).

11. In 1992-1993, the ratio of project expenditures to project allocations was
78.5 per cent, compared to 89.4 per cent for the previous biennium. United
Nations executing agencies, including regional commissions, executed $93,580,069
or 35.7 per cent of the total project expenditures. Governments executed
$48,665,228 or 18.5 per cent of the total project expenditures. UNFPA itself
executed $81,143,367 or 30.9 per cent of the total project expenditures.
UNFPA-executed projects includes procurement assistance by the UNFPA
headquarters Procurement Unit in respect of government projects amounting to
$51.2 million. Non-governmental organizations, intergovernmental institutions
and other agencies executed $39,124,803 or 14.9 per cent, of the total project
expenditure (see schedule 4). In 1992-1993, the ratio of TSS expenditure to
approved budget was 92.3 per cent. There is no comparative figure for the
previous biennium. The APSS expenditure against the 1992-1993 appropriation was
84 .2 per cent.

Status of operational reserve

12. The operational reserve was established by the Governing Council in
January 1973 at the $20 million level to guarantee the financial viability and
integrity of the UNFPA programme. At its thirty-eighth session, the Governing
Council in decision 91/36 decided that the level of the operational reserve
should be set at 20 per cent of general resources income for each year of the
UNFPA work plan, and that it would review the level of the reserve every other
year. As at 31 December 1993, the operational reserve amounted to $48 million.
The level of the operational reserve will be reviewed in 1994.

Liquidity position

13. As at 31 December 1993, UNFPA had bank balances in convertible currencies
and time-deposit investments amounting to $142.665,658 which included $5 million
of time-deposit investments of the reserve for field accommodation, $48 million
of time-deposit investments of the operation reserve, and $13,819,924 million
belonging to UNFPA trust funds (see statement II and schedule 7). The
investments reported in statement II and in schedule 7 were recorded at the
United Nations operational rate of exchange, which came into effect on

1 December 1993. At the United Nations operational rate of exchange in effect
from 1 January 1994, which more closely reflected the market rate of exchange as
at 31 December 1993, the value of these investments would amount to $937 less
than that shown in the accounts.



Trust funds

14. Schedule 8 shows the statement of account for the biennium ended

31 December 1993 of the trust funds established by the Executive Director for
multilaterally and bilaterally funded programmes and other special population
activities. The unexpended balance of the trust funds as at 1 January 1992 was
$8,944,877. Contributions received from Governments and other sources during
1992-1993 were $67,765,788 and interest income amounted to $1,202,529. The
total amount available for programming in 1992-1993 was $77,347,574. Total
programme expenditure, including ‘support costs, was $57,619,099 leaving an
unexpended balance of $19,728,475 as the opening balance for 199%4.



II. REPORT OF THE BOARD OF AUDITORS

Introduction

1. The Board of Auditors has examined the financial statements of the United
Nations Population Fund (UNFPA) for the period 1 January 1992 to

31 December 1993 in accordance with General Assembly resolution 74(I) of

7 December 1946 and article XVII of the Financial Regulations of the Fund. The
audit has been conducted in conformity with Article XII of the Financial
Regulations and Rules of the United Nations and the annex thereto, and the
common auditing standards of the Panel of External Auditors of the United
Nations, the specialized agencies and the International Atomic Energy Agency
(IAEA) . These standards require that the Board plan and perform the audit to
obtain reasonable assurance as to whether the financial statements are free of
material misstatements.

Audit obijectives and approach

2. The Board'’s audit included examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. The examination was
based on an assessment of UNFPA’'s accounting systems and controls and a test
audit in which all areas of the financial statements were subject to direct
substantive testing of transactions. The audit also included an assessment of
the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the financial statements. The
examinations were conducted at UNFPA headquarters in New York and at field
offices in Bolivia, Costa Rica, Madagascar and Mexico. The Board considers its
audit approach provides a reasonable basis for its opinion. Whilst the
financial statements are the responsibility of UNFPA’s management, the
responsibility of the Board is to express an opinion whether, based on its
audit, the financial statements present fairly the financial position of UNFPA
as at 31 December 1993.

3. The Board’s examination included a general review and such tests of the
accounting records and other supporting evidence as it considered necessary in
the circumstances. These audit procedures are designed primarily for the
purpose of forming an opinion on UNFPA’s financial statements. Consequently,
the work carried out by the Board did not involve a detailed review of all
aspects of budgetary and financial information systems and the results cannot be
regarded as a comprehensive statement on them.

4. In addition to its audit of the accounts and financial transactions, the
Board carried out reviews under Regulation 12.5 of the Financial Regulations and
Rules of the United Nations. The reviews primarily concern the efficiency of
financial procedures, the internal financial controls and, in general, the
administration and management of UNFPA.

5. In 1992-1993, the Board examined the following areas:

(a) UNFPA’s planning, monitoring, and evaluation of technical cooperation
projects;

(b) Procurement procedures for project and non-project supplies and
equipment; and

{(c) UNFPA’s management of information technology.
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6. A summary of the Board’s principal recommendations is in paragraph 9. The
Board’s main findings are reported in paragraphs 10 to 27. Our detailed
findings are reported in paragraphs 28 to 121.

Action taken on recommendations in previous reports
to the General Assembly

7. The Board has, as requested by the General Assembly in resolution 47/211 of
23 December 13992, carried out a review of the measures taken by UNFPA in
response to the recommendations made by the Board in its audit report for the
biennium ended 31 December 1991. Whilst UNFPA has responded positively to the
Board’s recommendations, it still requires to give attention to the monitoring
of trust funds, the support and involvement of management with internal audit,
and the updating of the Policies and Procedures Manual. The details of the
actions taken by UNFPA, together with the comments of the Board, are set out in
the annex to this report.

Overall results

8. Subject to the restriction on the scope of our audit described below in
paragraphs 28 to 30, the Board’s examination revealed no weaknesses or errors
considered material to the accuracy or completeness of the financial statements
as a whole. 1In accordance with normal procedures, the Board recorded
significant findings in management letters to UNFPA. None of these matters
affected the Board’s audit opinion on UNFPA‘s financial statements and schedules
for the period.

Recommendations

9. The Board recommends that the following actions be taken by UNFPA:
Financial matters

Advances to executing agencies

(a) All disbursement reports received before the closure of the accounts
should be reflected in the correct year of account (para. 32);

(b) UNFPA should ensure that disbursement reports from agencies are
returned promptly and that the funds advanced to agencies are in accordance with
their needs (para. 33);

Trust funds

(c¢) In future trust fund interest should be credited to the fund in the
year it is earned (para. 46);

Management issues

Programme and project management

(d) Future Programme Reviews and Strategy Development (PRSD) exercises
should include a full evaluation of past programme performance (para. 54);



(e) With regard to the continuing problems with project design and
formulation, greater effort should be devoted to training, particularly for
field staff (para. 73);

(£) Project appraisal procedures should be applied more vigorously at all
levels (para. 73);

(g) During prciject planning, more attention should be paid to assessing
the capabilities of executing agencies (para. 77);

(h) Project documents should include a statement of the requirements
expected of executing agencies. UNFPA should monitor performance against these

statements (para. 80);

Procurement of goods and services

(1) The policy of providing brand products on request should be reviewed,
in the light of the significant potential savings, arising from the substitution
of equivalent formulation products (para. 92);

(j) UNFPA should take full advantage of the benefit accruing from
coordinating procurement activity (para. 94} ;

Management of information technology

(k) All future information technology projects should be subject to cost
benefit analysis (para. 109).

Summary of main f.ndings

Financial matters

On programme expenditure incurred by executin¢ agencies

10. UNFPA includes in its financial statement.s details of expenditure on its
behalf by its executing agencies (this includes United Nations agencies,
Governments and non-governmental organizations). The Board does not have access
to the expenditure records of executing agencies and, consequently, must rely on
the work of other external auditors to gain asisurance that the funds advanced
have been expended properly. At the date of finalization of the financial
statements, audit certificates had not been received in respect of programme
expenditure, totalling $27.1 million, representing 12.5 per cent of the funds
expended by these agencies. Accordingly, the Board has restricted the scope of
its audit opinion (paras. 28 to 30).

On advances to executing agencies

11. The Board found that advances of operating funds outstanding at

31 December 1993 totalled $27.1 million of which $16.6 million had been advanced
to Governments. The Board noted that government disbursement reports totalling
$4.8 million relating to 1992-1993 had not been processed; therefore, reported
expenditure is understated by this amount (paras. 31 to 33).



On Common Accounting Standards

12. UNFPA has generally complied with the Unit:ed Nations System Common
Accounting Standards in preparing its 1992-1993 financial statements, except in
a few specific areas, such as the valuation of property (paras. 34 and 35).

On_technical support services

13. UNFPA has introduced new technical suppori: services as part of its
successor support cost arrangements. It is too soon to comment on how well the
new arrangements are meeting their primary objectives. However, the Board noted

early difficulties in establishing the new country support teams and defining
their working relationships (paras. 36 to 39).

On_inventories of non-expendable property

14. The Board found that the inventory valuat:.on disclosed is inaccurate in
that 53 of the 96 field offices have nct made an inventory return for 1993, and
the valuation is based on their 1992 returns (paras. 41 to 43).

On trust funds

15. The Board found that two of UNFPA’'s trust funds had negative balances as at
31 December 1993. The Board recommends that UNFPA redouble its efforts to
ensure that trust funds are monitored properly UNFPA has changed the way that
interest earned on trust fund balances is cred:.ted to individual trust funds.
The Board considers the change in policy a retrograde step (paras. 45 to 46).

Management issues

Project management

16. The Board examined UNFPA'‘s managewent of the programmes and projects it has
funded. The Board found that generally UNFPA nanaged its projects well but that
there were certain areas where improvements are required (paras. 48 to 52).

On project planning

17. The Board and UNFPA found that the qualitv of the Programme Review and
Strategy Development (PRSD) reports had been uneven, both in context and depth
of analysis (paras. 53 and 54).

On project design

18. The Board’s examination of project documents found a number of significant
shortcomings which in many cases were indicative either of deficiencies in the
design of the project or of difficulties in the management of the project
(paras. 60 to 73).

On project implementation

19. The Board considers that, as projects are formulated, more attention should
be paid to assessing the capabilities cf executing agencies, so that this can be
reflected in the project design, and then avoid wasting resources on projects
where the objectives are not achievable (paras 74 to 77).



20. With regard to executing agencies, the Board also considers that project
documents should include, either in the main document or as an annex, a
statement of the requirements in respect of management and technical support
expected of an executing agency, what the agency is responsible for doing, the
information that should be provided and when, and that UNFPA should monitor the
agency’s performance against that statement (paras. 78 to 80).

On project evaluation

21. The Board commends the increased use of independent evaluation by UNFPA,
believing it will increase the cost-effectiveness of future projects and provide
a valuable information bank (paras. 85 to 87).

Procurement of goods and services

On procurement of contraceptives

22. With regard to the purchase of contraceptives, the Board was satisfied that
UNFPA’'s rules and regulations were beinc followed and that wherever possible
competition is encouraged (para. 89).

On provision of contraceptive brand products

23. The Board found that there are potential savings to be made by substituting
generic equivalents for branded products (paras. 90 to 92).

On_coordinated procurement

24. The coordinated procurement of contraceptives by development agencies
should bring about economies of scale resulting in lower unit prices. The Board
found that UNFPA could exert considerable influence over the market in order to
create more competition in what are often monopolistic market situations

(paras. 93 and 94).

Procurement of other goods and services

25. With regard to the procurement of other goods and services, the Board found
that in a number of cases UNFPA had fallen shor: of full compliance with its
financial rules and regulations. UNFPA has accepted that revisions to its
procedures are required (paras. 95 to 104).

On the management of information technology

26. The Board found that UNFPA had followed best practice in drawing up its
information technology strategy. The plan was well conceived and demonstrated
clear linkage to the organization’s business objectives (paras. 107 to 109).

27. The Board found that, so far, the strategy has been implemented according
to plan, to time and to cost. The Board found ~hat UNFPA had difficulty in
evaluating the benefits arising from the implementation of the strategy because
no criteria were established against which cost-effectiveness could be measured.
The Board feels strongly that measurable evaluation criteria should be
established before any project is started (paras. 111 to 120).



Financial isiues

Programme expenditure incurred by executing agencies

28. ©UNFPA includes in its financial statements details of expenditure incurred
on its behalf by executing agencies (this includes United Nations agencies,
Governments and non-governmental organizations (NGOs)). This information is
based on expenditure statements prepared by the executing agencies. These
statements should be supported by audit certificates provided by the external
auditors of the agencies concerned. 1In the biennium ended 31 December 1993,
$216 million of programme expenditure was incurred by executing agencies under
these arrangements.

Programme expenditure (excluding UNFPA) 1992-1993

!dministrative

Project Technical and
costs support operational Total Audited
Executing agency $ S services $ $ Percentage
United Nations agencies
(excluding UNFPA) 93.6 24.9 7.6 126.1 126.1 100.0
Governments 48.7 - - 48.7 37.9 78.0
Non-governmental
organizations (NGOs) 39.1 0.2 2.3 41.6 25.3 60.8
Total (excluding UNFPA) 181.4 25,1 9.9 216.4 189.3 87.5

29. The Board does not have access to the expenditure records of executing
agencies. Consequently, the Board relies on the work of other external
auditors, as evidenced by the audit certificates, to gain adequate assurance
that the funds advanced to executing agencies, and reported in UNFPA’'s financial
statements, have been properly expended on UNFPA projects.

30. At the date of finalization of the finarcial statements of UNFPA, audit
certificates had not been received from Governments and non-governmental
organizations in respect of programme expenditure totalling $27.1 million. This
expenditure has been included in the financial statements of UNFPA on a basis
consistent with the unaudited reports from tte executing agencies concerned.
However, due to the absence of audit certificates, there is insufficient
evidence to allow the Board to form an audit opinion in respect of this
expenditure. The Board has restricted, therefore, the scope of its audit
opinion to exclude this expenditure.

Advances to executing agencies, Governments and other agencies

31. The Board noted that the balance of operating funds provided by UNFPA to
executing agencies, Governments, intergovernmental institutions and other
agencies, including non-governmental organizations, as at 31 December 1993, has
increased by over 50 per cent, comparsd to the balances as at 31 December 1991.
This increase is analysed below.
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_Sm_ _Sm_

Operating funds provided by UNFPA to executing agencies 8.2 4.4

Operating funds provided by UNFPA to Governments 7.0 16.6
Operating funds provided by UNFPA to non-governmental

organizations 2.3 6.1

Total operating funds provided by UNFPA to other bodies 17.5 27.1

32. As disclosed in note 5 to the financial statements, from 1 January 1993
responsibility for the processing of all finarcial transactions pertaining to
government -executed projects was transferred to UNFPA field offices. UNFPA has
adopted the policy that any government disbursement reports which were not
processed by 31 December 1993 will be recordec. in 1994. In January and
February 1994, UNFPA field offices received disbursement reports relating to
1992-1993 to the value of $4.8 million. In the Board’'s view, these sums should
have properly been reflected in UNFPA's Income and Expenditure Account
(Statement I) and should have been processed curing the closure period. The
Board recommends that all disbursement reports relating to the previous biennium
received before the closure of the accounts for that biennium should be
reflected in the correct period of account.

33. Setting aside this adjustment, the increase in advances is still
significant. The Board recommends that UNFPA monitor the position to ensure
that:

(a) Disbursement reports from all agencies are returned promptly; and

(b) The funds advanced to agencies are in accordance with their needs.

Common Accounting Standards in the United Nations System

34. In 1993, following the final repcrt of the United Nations Working Party on
Accounting Standards, the Administrative Comm:.ttee on Coordination approved
formal accounting standards for the United Nations system. The General Assembly
took note of the standards in its resclution 48/216 C of 23 December 1993.

35. The Board assessed the extent to which UNFPA's financial statements for the
1992-1993 biennium conform to the Common Accounting Standards. The review
indicated that UNFPA has generally complied with the standards in 1992-1993, but
that further work needs to be done in the 1994-1995 biennium to bring the UNFPA
financial statements fully into line with the standards. The main area for
attention is the inclusion in the financial statements of a valuation of UNFPA's
property.

Technical support services

36. In 1992, UNFPA introduced new arrangemen:s to meet the costs involved in
providing technical and administrative suppor: to projects. These arrangements
are complex but, in essence, UNFPA now provides technical support directly
instead of paying agencies to provide this service. They do continue, however,
to pay the administrative costs of the agencizs. The level of funding for

-11-



support costs to United Nations executing agencies has therefore been cut from
13 per cent of project expenditure to 7.5 per cent. This applied to all
executing agencies from 1992 except the United Nations and its regional
commissions which joined the scheme in 1993. Support costs for regional and
interregional projects are negotiated individually. Non-governmental
organizations receive up to 12 per cent for executing projects and UNFPA
receives 5 per cent for administrative costs on government-executed projects.

37. To provide technical support, UNFPA has established eight regionally based
country support teams made up of experts in various population disciplines drawn
from United Nations executing agenc¢ies, non-governmental organizations and UNFPA
itself. The Governing Council approvec the creation of 164 Professional posts
for the new arrangements, to be in place by the fourth year of implementation.
As at April 1994, 122 posts had been filled.

38. The Governing Council approved bucdgets for the technical support costs of
$20.1 million and $21.4 million for 19%2 and 1393, respectively (DP/1991/35).
The 1992 and 1993 figures were subsequently reduced to $15.7 million and

$20.1 million respectively. The budget for th2 biennium was therefore

$35.8 million against which UNFPA has expended $31.9 million. In addition, it
has paid executing agencies another $9.9 million as administrative support
costs.

39. It is too early to say how well the new arrangements are meeting the
primary objective of providing coordinated, effective and timely support for
population programmes and policies in develcopiag countries. However, there have
been eariy problems in establishing the country support teams and in defining
their working relationships with UNFPA's country offices, the Governments and
the agencies. There is a need for strong control to ensure that the work of the
teams remains tightly focused on population-related activities. The Board also
noted some early concerns in one office that the country support teams were
duplicating functions already provided by UNDP and/or UNFPA country director
offices. UNFPA is employing independent consultants to undertake a full
evaluation of the new successor cost arrangements and will be reporting on the
outcome of the evaluation to the Executive Board in 1995. The Board intends
looking at the outcome of the evaluation, UNFPA’s control of the arrangements
and the costs in due course.

Successor support cost arrangements

40. The UNFPA Governing Council approved a budget of $130.3 million over the
period 1992-1995 for technical support (TSS), administrative and operational
services (AOS), but they stated that the expenditure must not exceed

13.8 per cent of the programmable resources fcr that period. The cost of
setting up the country support teams’ offices has meant the expenditure has been
front loaded, but this has been offset by delays in staff recruitment. Total
expenditure in the biennium for TSS and AOS was $41.8 million which is

13.5 per cent of the total programmablzs expenditure of $309.3 million. Thus
far, UNFPA has kept within the Council’s limit.

Inventories of non-expencable property

41. The value of the non-expendable property held at both headquarters and in
the field offices has for the first time been recorded in a note to UNFPA's
biennial financial statements. UNFPA estimated the value of its non-expendable



property at 31 December 1993 at headquarters and field offices was $2.3 million
and $2.0 million respectively (see note 22). “he Board of Auditors found that
the field office figure is misstated.

42. Each field office is required to maintain its own inventory and to notify
headquarters of the value as at 31 December. A4s at 31 December 1993, 53 of the
96 field offices had failed to make a return for 1993 and the valuation
disclosed in the accounts is therefore based on their 1992 returns.

43. The Board has examined the control of the individual inventories at

headquarters and at the field offices in Costa Rica, Madagascar and Mexico. We
found them to be up to date, well kept and well controlled.

Reserve for field acccmmodation

44. When host Governments are unable to provide office space and none can be
leased, then the five members of the Joint Consultative Group on Policy (JCGP)
(including UNFPA and UNDP) jointly construct their own premises. Construction
costs are to be shared between the occupiers ori a pro-rata basis. The
construction of field accommodations was being financed by UNDP from its Reserve
for Field Accommodation, which was established by the Governing Council in
decision 79/43. UNFPA was advised by the UNDP that funds earmarked by the
Governing Council had been used up and that, as in the case of other members of
the JCGP, UNFPA would have to contribute directly to these costs. As disclosed
in note 13, the Governing Council approved the establishment of a reserve at the
level of $5 million for 1992-1993. There were no draw-downs from this reserve
in 1992-1993.

Trusf. funds

45. Two of UNFPA’'s trust funds have negative balances as at 31 December 1993,
totalling in aggregate $205,000 {schedule 8 to the financial statements). In
its report on the previous biennium (1990-1991), the Board commented on the
negative balances on trust funds at the end of the biennium. UNFPA’'s Financial
Regulations and Rules (Regulation 5.2} requires that all trust funds are
accepted only on a fully funded basis. Adhererce to this regulation requires
funds to be available before expenditure is incurred. The Board recommends that
UNFPA redouble its efforts to ensure that trust funds are monitored properly.

46. In 1992-1993, there has been a change in the way that interest earned on
trust fund balances invested in a common pool is credited to individual trust
funds. Prior to 1 January 1992, such interest was transferred in the year it
was earned. Now it is transferred in the year after it is earned. Note 18
states that for 1592, the figure was $343,117. No figures were available for
the interest earned in 1993. The Board considers the change in policy a
retrograde step and recommends that in the future trust fund interest is
transferred from general resources in the year it is earned.

Cases of write-off and ex gratia payments

47. UNFPA has reported two cases of property losses totalling $72,829 and three
cases of ex gratia payments, totalling $18,980. In one case, property valued at
$71,300, the entire inventory of a field office, was written off as a total loss
due to civil war in the country concernad. All cases were dealt with in full
compliance with the Financial Rules and Regulations.
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Management issues

Programme and project management

Introduction

48. In 1992-1993, UNFPA spent $262.5 million in assisting 1,846 country and 333
regional and intercountry projects. A further $46.8 million was spent in
providing technical, administrative and operational support to those projects.
Programme expenditure over the last five years has been:

1989 1990 1991 1992 1993

Sm Sm S$m sm Sm

Project costs 157.5 16€.9 171.8 128.2 134.3
Agency support costs 14.0 14.6 15.0

TSS and AOS costs . — . 22.8 24.0

Total programme costs 171.5 182 .5 186.8 151.0 158.3

Note: Under the new successor support cost arrangements, starting in 1992,
all technical support services (TSS) costs ancd administrative and operational
services (AOS) costs are included under programme expenditures.

Scope of the examination

49. The Board’'s review of UNFPA's management of technical cooperation projects
covered the following issues:

(a) Whether the procedures for project planning and approval provide a
firm basis for project implementation;

(b) Whether implementation of projects :s monitored effectively;

(c) Whether there is clear and effective accountability for the management
of projects; and

(d) Whether evaluation arrangements are satisfactory and the results
usefully applied.

The Board’s examination covered 44 individual projects and included field visits
to four countries - Bolivia, Costa Rica, Madagascar and Mexico.

Project formulation

50. Clear development strategies and programmes are an important prerequisite
to project formulation. In this respect, UNFPA is in a difficult position. It
is bound to recognize the sovereign authority of the member States it assists to
develop their own strategies and programmes, vet at the same time it must
channel the assistance it provides in line with its overall aims and objectives
as mandated by the Executive Board.

51. Priority areas for UNFPA assistarce are defined by Governing Council

decision 81/7 which established a framework for strategic planning and the
allocation of resources. UNFPA consicers thaf: its biennial reports to the
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Governing Council monitor its progress and define how and what UNFPA seeks to
achieve in its activities. The General Assembly has mandated the International
Conference on Population and Development in September 1994 to establish
quantitative operational goals. UNFPA intends defining mechanisms for
translating the goals into UNFPA-funded activities.

52. UNFPA’s medium-term operational strategy and annual work-plan set out in
general terms a prioritization of UNFPA's objectives and set out resource
allocations between regions and functions. However, it is not clear to the
Board how these general principles are translated into firm programmes of action
and the identification of individual projects.

53, Every five years UNFPA initiates, for each country, a Programme Review and
Strategy Development exercise. This is undertaken by a team of UNFPA’'s staff
and outside experts, in close cooperation with the country’s Government.

54. A report by UNFPA to the Governing Council (DP/1992/25) noted that the
quality of PRSD reports to date had been somewhat uneven, both in context and
depth of analysis. The Board’'s examination of a selection of PRSD reports
confirmed this and found that there is very little analysis of either programme
or project achievements.

Resource allocation

55. UNFPA has established criteria, approved by the Governing Council, for
identifying priority countries. Of the 150 countries currently assisted by
UNFPA, 58 are regarded as priority countries. UNFPA aims by 1994 to allocate
80 per cent of its country programme resources to these countries. In
1992-1993, the proportion of programme resources devoted to these countries was
74 per cent.

56. For management purposes, UNFPA divides the world into four regions and
funds projects in seven major programmes. In 1992, the latest year for which
full expenditure data were available, the allocation of expenditure across
UNFPA’'s main programme areas by region was as follows:

Latin
Arab States America and Inter-
Africa Asia and Europe Caribbean regional Total
Programme/region $m Sm Sm $m $m $m
Basic data collection 3.7 1.7 1.2 1.8 0.3 8.7
Population dynamics 4.1 3.0 1.3 1.5 1.1 11.6
Formulation & evaluation of
population policies & prgms. 5.1 1.5 0.1 1.6 3.0 11.3
Family planning 12.8 35.0 5.1 7.0 6.7 66.6
Communication and education 8.0 5.1 1.1 2.0 2.6 19.1
Special programmes 1.6 2.0 0.4 0.6 0.8 5.4
Multi-sectoral activities 1.7 1.3 0.5 0.9 1.0 5.5
Total 37.0 49.6 10.7 15.4 15.5 128.2
Procedural guidance
57. There is a comprehensive set of procedural guidelines for programme and

project management, but they are contained in .0 or more different documents.
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These documents are not easy to follow, are sometimes inconsistent, and do not
always explain the reasoning behind the procedures.

58. UNFPA has recognized that there have been problems, both in applying the
guidelines, and in training their field officers on how to use them. 1In
response to these problems, a new approach has been adopted and a single
guidance document has been produced that will cover the whole project cycle. It
is simpler and explains more clearly why certain procedures are necessary. New
training courses are being developed in tandem with it.

59. The Board commends UNFPA's new approach and is pleased to see that UNFPA
agrees that there is a need for improved coordination concerning the issue of
field office guidance. UNFPA is reviewing the Board’s proposal to assign a
focal point for issuing documentation to the field.

Project planning

60. Within the framework of the approved country programme, national
Governments are responsible for formulating projects. In practice, UNFPA plays
an important role in the process by guiding and advising Governments and
institutions. UNFPA has much detailed guidance for project formulation and
evaluation.

61. In the initial stage, Governments, in consultation with UNFPA, are asked to
prepare a project formulation framework as an aid to identifying the key issues
and establishing the major elements and structure of a project before time and
resources are invested in drawing up the detailed project document. This is
intended as a pre-screening process for new proposals to identify unsuitable
projects before UNFPA is committed to accepting them. In two of the three
countries that the Board visited the Framework was only being used for projects
which were already well advanced. It was argued that the project formulation
framework was too long and detailed. 1In the third country where the Framework
was being used before detailed work commenced, the questions were only being
answered in a cursory fashion which brought into doubt the value of the
exercise.

62. UNFPA has also found that this pre-screening step is ignored in many
project design exercises. As part of the new project cycle guidelines a new,
shorter form has been devised. It focuses clearly on the project’s viability,
whether it relates to UNFPA’s objectives or whether it would be better funded by
another source, contains clearly measurable objectives and an identified target
group, and is sustainable. Used properly, the form would prevent a lot of
wasted effort going into project formulation and would improve project design.

63. The Board welcomes the introduction of the new project formulation
framework guidelines form and notes that UNFPA’'s country support teams will be
closely involved in the future, both in project formulation and in monitoring
and evaluating projects.

64. Project documents should set out longer range development and immediate
project objectives; specify the activities and outputs required; identify the
input to be provided by Governments and UNFPA; specify performance measures and
incorporate preliminary work plans. They are signed jointly by UNFPA, the donor
and the Government and constitute the formal agreement between these parties.

65. The Board’s examination of project documents at field office and at
headquarters found a number of significant shortcomings. In many cases this was
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indicative of either deficiencies in the design of the project which can lead to
resources being wasted, objectives not being achieved and UNFPA’s credibility
being put in doubt, or to difficulties in the management of the project. In all
41 projects examined there was no explanation in the document as to how the
project would help the achievement of UNFPA’s aims and purposes or its
short-term objectives. However, the substance of the great majority of the
projects fell clearly within UNFPA’s mandate and in many cases there was a clear
link to both the Government'’s objectives and the country programme.

66. 1In 20 of the projects the Board examined, few of the objectives were
defined in measurable terms. For the rest, where guantitative measures were
stated, there were no qualitative targets. For example, the number of staff or
target population to be trained would be stated, but there was no indication of
what level their training was to reach or what they would be expected to know at
the end of the project. 1In other cases, the objective might be to improve the
quality of family planning services, but there was no indication of how quality
was defined or what quality of services was to be provided.

67. The impact of an individual project on the long-term aims of a country
programme is clearly difficult to assess. However, the Board recommends that
intermediate performance measures, set out in both gualitative and gquantitative
terms, should be established for each individual project. This will aid both
the monitoring and the evaluation of the project and better management.

68. All projects sent to UNFPA headquarters for approval are appraised by a
high level group, the Project Review Committee. The Board found that during
1992 and 1993 the Committee has become more searching in its comments and has
expressed stronger reservations about projects. In particular, they have
queried the ability of agencies to execute projects, the suitability of project
objectives and the absence of performance measures.

69. In only 18 of the projects examina=d was there any consideration of the
impact that the proposed project would have on other development projects. A
wide range of other development agencies operate in the recipient countries and
in many cases there was little consideration cof how a project would be affected
or would affect those agencies’ projects. In one example, a project had to be
shut down after nearly a year because it was virtually identical to a UNIFEM
project that was already running in the country concerned. A country
programme’s review of past assistance noted that "overlapping of geographic
areas of intervention with other agencies providing family planning services led
to duplication of effort and resources". Whilst there has been increasing
emphasis on UNFPA coordinating population aid in a country this has still to
extend to the project level. One Programme Review and Strategy Development
report stated that population projects had been implemented sporadically, partly
because external aid obtained by public and private institutions had not been
well coordinated. Efforts had been duplicated and resources wasted due to the
lack of coordination mechanisms among naticnal institutions and donor agencies.

70. UNFPA has stressed many times the need to increase developing countries’
self-reliance through systematic efforts to build institutional capacity as part
of its project activities and funding. In only 20 of the projects examined was
the question of sustainability addressed. In many cases the assumption was that
future UNFPA assistance would be required. Very few of the projects appeared to
be designed in such a way that the funded activities could be sustained in the
future without UNFPA assistance. Whilst it is accepted that many of the
countries do not have the rescurces to support activities themselves, better
project design could work towards achieving the overall aim.
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Project work plans

71. The Board found that many of the preliminary work plans set out in the
project documents did not form an adequate basis for running the project. Often
the necessary details are only worked out once the project has commenced,
leading to delays and poor integration of inputs in the early stages.

72. UNFPA is aware of the problems, and its own reviews have revealed
conceptual problems in project design. Common deficiencies identified were:
poorly stated objectives (whose achievement could not be measured) ; illogical or
unjustified project strategies; objectives, outputs and activities that are
confused and inadequate statements of the underlying problems and rationale for
the project. The new project cycle guidelines should make a difference. But
change will only come about with greater resources being devoted to the training
of field staff.

73. The Board recommends that, in view of the continuing problems with project
design and formulation, greater effort should be devoted to training,
particularly of field staff, and that project appraisal procedures be applied
more rigorously at all levels.

Project execution

Executing agencies

74. UNFPA uses a variety of agencies to execute its projects. The following
table shows the executing agencies’ expenditure as a percentage of the total
programme expenditure over 1989 to 1992.

1989 1990 1991 1992

Government 14 19 18 22
UNFPA 17 15 17 24
United Nations agencies 56 54 53 39
Non-governmental organizations _13 _12 _12 _15
Total 100 100 100 100

The table shows a marked shift, in line with UNFPA policy, from project
execution by United Nations agencies towards execution by national Governments.
UNFPA told the Board this trend continued in 1993, but detailed figures were not
available at the time of preparation of this report. UNFPA’s increased share of
the expenditure reflects the increased levels of UNFPA purchases of supplies for
government -executed projects.

75. UNFPA has had a number of problems with executing agencies. Where
government departments are the executing agents, there has often been an over
optimistic view taken of their capabilities. This coupled with an ambitious
project has often meant that the project has not achieved all its objectives.
With United Nations agencies, the problem has often been the insufficiency of
managerial and technical staff to deal with a project. The same problems do not
seem to occur with the non-governmental organizations. Although one country
programme noted "the desired linkage did not materialize because of lack of
expertise on the part of the national non-governmental organizations in carrying
out these integrated programmes".
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76. The Project Review Committee often queries the capability of a
non-governmental organization where they are the executing agent. Approval has
been deferred whilst the field office satisfies the Committee of the
organization’s abilities and background. However, there does not appear to be
any procedure for assessing institutional capacity, either of a government
department or the local office of a United Nations agency. The policy of
supporting and building up the national execution capacity requires that an
initial assessment be made of that capability and that this be taken into
account in the design of projects.

77. The Board recommends that, as projects are formulated, more attention be
paid to assessing the capabilities of executing agencies, so that this can be
reflected in the project design, and so help to avoid wasting resources on
projects where the objectives are not achieved.

78. A number of evaluations have been carried out of United Nations agencies
and the projects that they have executed, but these have tended to look at the
organization as a whole rather than at the local level. Whereas an agency may
appear ideally suited to execute a project, its capacity at the local level in a
particular country may be such that it cannot support the project. An
assessment of the local office could identify any weakness and propose
appropriate remedies. This needs to take place before a project formulation is
completed. A project document should detail all that is required of an
executing agency and UNFPA should monitor an agency’'s performance against that
requirement.

79. In many of the cases examined where a United Nations agency was the
executing agency, the quality of the progress reports was poor. In some cases
the field office did not even get a copy of the progress report. This lack of
information meant that the field office could not monitor the performance of the
agency; could not act to revise the project if it was not being carried out
satisfactorily; and could not be certain that the work was cost-effective.

80. The Board recommends that project documents should include, either in the
main document or as an annex, a statement of what is required in the way of
management and technical support from an executing agency, what the agency is
responsible for doing, the information that should be provided and when, and
that UNFPA should monitor the agency’s performance against that statement.

Project monitoring

81. 1In some of the projects examined there were good examples in the annual
progress reports of a clear linkage tc the project’s objectives, the activities
and tasks, and the achievements against the objectives. In these cases it was
easy for the tripartite review meeting to see what progress had been made,
whether any revision was necessary and whether the project was likely to be
completed in time. However, in many cther cases, partly because of the confused
nature of the project design, the progress reports did not clearly establish
what had been done, whether it was relevant to achieving the objectives or what
remained to be done. Progress reports need to be defined better and their
content should be more suited to monitoring the activities undertaken, whether
these are relevant to the achievement of the objectives.

82. The field offices’ financial role, with regard to projects, is to monitor
year-end estimated expenditures, based on project level allocations, to ensure
that the programme ceiling for the country as a whole is not exceeded. Where
the executing agencies are the Government or the non-governmental organizations,
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the field offices receive the financial information on time but they do not
usually receive it till much later for the United Nations agencies. The
financial information inevitably went straight to headquarters and was often
late. This weakens the field office’s ability to monitor or control the project
expenditure. However, improvements are being made to the way information is
made available to field offices.

83. In the countries visited by the Board’s staff, virtually all the current
projects had revised budgets. The revisions sometimes dealt with changes within
the approved budgets, but some led to increases in the budgets. The large
number of budget revisions is costly in administrative terms and unduly
complicates the control over expenditure. A review of budget revisions to
projects at headquarters revealed many large increases, often of more than

100 per cent. Most were related to project extensions. In the Board'’'s project
sample there were no cases where the budgets had been exceeded. However, UNFPA
could not demonstrate adequately what mechanisms were in place to ensure that
resources were well spent before a budget increase was proposed and sanctioned.

84. Several of the projects examined had started late. One, due to start in
March 1992, had still not started in June 1993. The start of another was
delayed for over a year because an adviser had not been appointed. 1In other
projects the completion date had been extended by several years, two due to
finish in 1990 were still being funded in 1993. 1In some cases the projects had
been delayed by striking government workers or by political upheaval. However,
in others the time needed to establish the personnel and equipment or to
complete the work had been seriously underestimated. From the Board's
examination it was clear that few projects are completed on time or within the
original budget.

Evaluation

85. An increasing number of projects include provision for independent
evaluation sometime during the course cf a project. This provides UNFPA with
vital information, both on the achievement of a project’s objectives, and as
lessons learned for the future. UNFPA’'s "lessons learned" database was not used
much because it was cumbersome and unhelpful. It has now been suspended and a
new evaluation database is being established. The Evaluation Branch has issued
a new questionnaire which summarizes the main conclusions and recommendations of
an evaluation, highlighting those which would be applicable to projects in the
same substantive area. The questionnaire will be used as the basis for the new
database. The information from evaluations can also be used either to revise
and redirect a project or can be useful in the formulation of follow-up
projects. Without proper evaluations, UNFPA would have difficulty in
establishing what it has achieved. For instance, one country programme noted
"there is no data or follow-up actions to assess the impact or sustainability of
the activity".

86. One of the Board’'s staff, in the company of an independent evaluator,
visited a project in the field. The project’s main objective was to raise the
awareness of women to family planning, family nealth and income generation. The
project did not define the existing level of awareness nor did it say exactly
what the women were expected to learn. The evaluator had great difficulty in
deciding by what criteria to judge the effectiveness of the project. A baseline
study should precede the project formulation, providing the starting point
against which progress can be measured and an indication of what needs
improving. The objectives can then set a target for the improvement and
meaningful criteria by which the project’s impact can be judged. A random
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review of project evaluation reports by UNFPA identified such common
shortcomings as inadequate project design, delays in work plan implementation,
and a lack of baseline information. UNFPA’'s Evaluation Branch has recently
issued a checklist to field officers for appraising projects to see that
sufficient preparatory work has been done and that a project has proper
objectives and evaluation criteria.

87. The Board commends the increased use of independent evaluation, believing
it will increase the cost-effectiveness of future projects and provide a
valuable information bank. The Board recommends that for evaluations to be
successful they require more baseline studies to be undertaken and project
objectives to be measurable in qualitative and quantifiable terms.

Procurement of goods and services

Introduction

88. In 1992-1993, UNFPA headquarters placed orders for goods and services worth
$105 million, of which $89 million was spent on contraceptives (including
medical equipment) and $16 million on other goods and services. Of this total,
$46 million related to procurement on behalf of Governments for projects funded
from sources other than UNFPA (agency procurement). An additional $1.7 million
was spent on procurement by UNFPA field offices, in accordance with UNFPA's
decentralized procurement policies. UNFPA procurement expenditures over the
last five years are shown below:

Procurement expenditure: 1989 to 19393

No. of purchase Total expenditure

Year orders raised $ million

1989 657 26.5

1990 762 27.7

1991 825 30.1

1992 1 176 58.5

1993 1 278 46.5
Procurement of contraceptives
89. The Board examined a sample of contraceptive and associated medical
equipment purchases. This included a review of all submissions to the Contracts

Review Committee (purchases over $70,000) plus a sample of other, lower value
purchases. 1In all cases the Board was satisfied that UNFPA complied with the
relevant regulations and rules. UNFPA has built up a broad knowledge of the
international contraceptive market and is keenly aware of potential sources of
supply, public sector prices and quality considerations. The Board noted that,
wherever possible, competition is strongly encouraged and there is an awareness
of the need to continually improve the prices and terms offered to UNFPA.
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Provision of brand products

90. UNFPA's policy is to provide brand products when specifically requested, in
order to respect each Government’s right to choose the products used in their
programmes. In 1992-1993, as a direct result of this policy, 38 per cent by
value of all purchase orders for contraceptives were placed with a single
company and a further 17 per cent with a second company, some $39.6 million and
$17.4 million respectively. UNFPA’s Contracts Review Committee has questioned
this policy, noting that there are often "considerable variances in price for
equivalent and/or identical products". The Committee recommended that the
policy of providing brand contraceptives, when requested, should be reviewed.
However, this matter is still pending.

91. The Board identified two cases where total savings of approximately

$0.95 million had been achieved by switching to cheaper, equivalent products, a
saving in the two cases of at least 15 per cent. The Board also found that
there are potential savings to be made in other cases where equivalent
formulation (generic) products can sensibly be substituted for brand products.
This is particularly so in the case of oral contraceptives which accounted for
47 per cent of total expenditure on contraceptives in 1992-1993. The table,
below, shows the pattern of expenditure on contraceptives in 1992-1993.

Expenditure on contraceptives in 1992-1993

1992 1993 Total
Type $m $m sm

Oral contraceptives 31.6 10.3 41.9
Injectables 10.0 12.9 22.9
IUDs 3.8 2.2 6.0
Raw materials* 2.7 2.5 5.2
Condoms 2.1 2.4 4.5
Spermicides 0.4 1.5 1.9
Implants 0.4 0.3 0.7
Medical eguipment 2.6 3.7 _6.3
Total 53.6 35.8 89.4

* For production of oral contraceptives.

92. The Board recommends that, in the light of the significant potential
savings which could be achieved, urgent consideration is given to reviewing the
policy on providing brand products and to producing guidelines on the
substitution of equivalent formulaticn products. These will, of course, need to
take account of the impact which brand changes can have on the use of
contraceptives. The Board appreciates also that in some cases, such as in the
case of "tied" aid, it may not always be possible to make such substitutions.
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Coordinated procurement

93. In May 1991, UNFPA's follow-up consultative meeting on "Contraceptive
Requirements in Developing Countries in the 1990s" noted that "coordinated
procurement (of contraceptives) would result in economies of scale with a
distinct lowering of prices resulting from significant increases in volume".

The Board’s examination found that this is possible and that increased volumes
also enable UNFPA to exert considerable influence over market forces in order to
create more competition in what are often monopolistic, or near monopolistic,
market situations.

94. Since 1990, UNFPA has been undertaking "agency procurement", that is, the
purchase of contraceptives on behalf of other agencies and interested
Governments in return for a percentage fee commission. This type of procurement
has grown rapidly over the last few years and is largely responsible for the

80 per cent increase in total procurement expenditure over the previous
biennium. UNFPA has built up considerable expertise in the procurement of
contraceptives and is now one of the largest single procurers of contraceptives
worldwide. As the consultative meeting highlighted, it is in a "unique position
to play a central role in the implementation of the coordinated procurement" of
contraceptives. The Board recommends that UNFPA should take full advantage of
the benefits accruing from coordinating procurement activity.

Procurement of other goods and services

95. The Board examined a sample of purchases of other goods and services. This
again included a review of all submissions tc the Contracts Review Committee
(purchases over $70,000) plus a sample of other, lower value purchases. The
Board found that in a number of cases, UNFPA had fallen short of full compliance
with its financial regulations and rules.

96. In a significant number of the cases examined by the Board, UNFPA’'s
Specialist Procurement Unit had been bypassed. In these cases, requesting units
had carried out their own procurement procedures, for instance, identifying
potential suppliers, obtaining bids or quotations and assessing bids received.
This practice contravenes UNFPA‘s financial regulations (rule 114.10 (a)) which
says that only officers authorized by the Deputy Executive Director can carry
out procurement. It also seriously weakens controls designed to ensure
effective competitive bidding, maximize econcmy and efficiency, and to minimize
the risk of fraud. 1In two low value cases examined, the requesting unit had
already placed the order and received the gocds and invoices before approaching
the Procurement Unit. This contravenes financial rule 114.1 which requires that
all orders be correctly authorized before commitments are made which will incur
financial liability. The involvement of the requesting units should be limited
to specifying need and liaising with the Procurement Unit in cases where their
technical input is necessary. Responsibility for the identification of
potential suppliers, the subsequent procurement action undertaken and the final
decision on the award of business should rest with the Procurement Unit in order
to maintain a clear separation of functions.

97. The Board recommends that in the future all procurement requests, as
specified in UNFPA's financial regulations and rules, are channelled through the
Procurement Unit.

98. In three cases examined by the Board, valued at nearly $0.7 million, the

Contracts Review Committee had also been bypassed. In each case the requesting
unit had approached the previous Deputy Executive Director directly to request
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his authorization to waive the requirement for competitive bidding set out in
financial rule 114.10 (d}. in one cage, an annual contract valued at

$0.47 million, competitive bidding was waived because of shortage of time.
Following the Review Committee’s recommendations, enough time was allowed for
competitive bidding for the 1993 contract and a saving of $0.14 million was
made. The other two cases were reviewed and approved by the Contracts Review
Committee ex post facto which, therefore, rendered its deliberations
meaningless.

99. The Board recommends that in the future ail reguests for purchases above
$70,000 fully comply with UNFPA’s Financial Regulations and Rules and, in
particular, are submitted in the first instance to the Contracts Review
Committee.

100. At a detailed level, the Board identified a number of inefficiencies and
problems in the headquarters procurement arrangements which led either to delay
or to potentially higher costs because the market was not properly tested. In
particular, the Board noted cases of poor initial specification from requesting
units and a high incidence of orders marked very urgent. The urgency of some of
the requirements resulted in purchase orders being awarded on the basis of
waivers of competitive bidding. These deficiencies arose largely as a result of
poor forward planning by the requesting units. The Board also recommended to
UNFPA that the threshold for requiring purchases to be channelled through the
procurement units -should be raised so that the Unit could focus its resources on
the higher value purchases. UNFPA has responded very positively to the Board’s
concerns and has initiated action to deal with the issues raised.

101. The number of requests received by the Procurement Unit increased
significantly towards the end of each year of the biennium. In 1992,

50 per cent of the total value of business was placed in November and December.
The corresponding figure for 1993 was 40 per cent. This equates to 35 per cent
and 45 per cent respectively of all orders generated in these years. The sudden
rush of requests appears to be the result of the need to obligate funds before
the year end close down. In addition, management has actively encouraged this
practice by requesting that isclated purchases planned for 1994 be brought
forward to 1993.

102. The Board considers that each unit should be required to complete a
schedule detailing their actual and estimated requirements over a specified
period of time. This should be updated each month so that the Procurement Unit
has a rolling schedule of UNFPA‘s requirements which can then be used to
coordinate procurement more effectively. The Board notes that, for 1994, UNFPA
has established a set of deadlines for the submission of purchase requests. The
Board also notes that UNFPA has now identified standard lead times for the
procurement of commonly requested goods and services as part of a revision of
its Policy and Procedures Manual.

103. The Board recommends that requesting units be required to provide adequate
lead time for all purchases and to undertake adequate forward planning with
regard to their requirements for goods and services.

104. The Board’s examination revealed that receiving and inspection reports are
often received late, and in several of the cases examined were still outstanding
even though the delivery of goods had been effected some time previously. These
reports should be completed by field offices for all deliveries of goods
procured by headquarters. A copy of the report confirming delivery in good
crder should be forwarded to ueadguarters within three weeks of delivery. In
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one case a report was not submitted until two months after receipt of the goods
and only then did headquarters discover that part of the delivery was either
missing or damaged. The total loss was $17,000 and an insurance claim has now
been submitted. For insurance recovery to be successful, an early claim is
essential, and this can only happen if the reports are returned promptly. The
Board considers that receiving and inspection reports are an important control
mechanism and recommends that all field offices should be reminded of the need
to submit these reports within three weeks of delivery of all goods procured by
headgquarters.

Management of information technology

Introduction

105. In 1989, the Governing Council of the United Nations Development Programme
approved an information technology strategy for the UNFPA. The strategy covered
office automation, management information systems and communications and had two
key objectives: first, to provide for the automation of key office functions
such as text processing and communications and, second, to establish a
management information system covering programme resource management and
budgetary control, amongst a range of other functions. The total estimated
budget for implementing the strategy over the period 1990 to 1995 was

$7.7 million.

Scope of the examination

106. The Board’'s staff reviewed the implementation of UNFPA’'s strategy and
focused on three areas as follows:

(a) Was the information technology strategy consistent with the overall
aims and objectives of the Fund;

(b) How well was the strategy implemented; and
(c) Has the strategy yielded the expected benefits.

Planning the strateqy

107. Prior to 1989, UNFPA had introduced some microcomputers and databases, but
these developments in the use of information technology were uncoordinated.
UNFPA employed consultants to review its strategic information needs and to
assess the compatibility of the various computer systems available in the United
Nations. The consultants’ report formed the basis of UNFPA’s information
technology strategy.

108. The information technology strategy was seen as a key element in improving
the organization’s administrative efficiency. Once implemented, the information
technology strategy would provide access to up-to-date financial and substantive
information, eliminate duplicate entries of data, computerize the inventory and
procurement systems, and simplify communications. There was also to be in place
by the end of 1994 a unified central database, to which each organizational unit
is connected. The strategy’s implementation was to be spread over three
bienniums, providing new systems and benefits that could be absorbed and
utilized at a pace suited to UNFPA’'s size and staff training capacities.
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109. The Board found that UNFPA had fcllowed the best practice in drawing up its
information technology strategy. The plan was well conceived and demonstrated
clear linkage to the organization’s business objectives. It also had the
advantage of building on UNFPA'’s previous investment in microcomputers.

However, the Board found that the strategy had not been subjected to any
detailed cost benefit analysis. The case for adopting the strategy would have
been strengthened if it had been underpinned by a detailed analysis of the costs
and benefits and the Board recommended that UNFPA should do this in the future.
UNFPA accepted the Board’'s recommendation and has stated it will seek to subject
future information technology projects to a full cost benefit analysis and will
devise an appropriate set of indicators for this purpose.

110. The Board noted that the strategy did not cover UNFPA’'s accounting and
personnel functions which are currently undertaken on its behalf by UNDP. This
is a long standing arrangement which has worked successfully. However, UNDP has
now agreed, in principle, that it will in future use the Integrated Management
Information System (IMIS), developed by the United Nations to carry out these
functions. UNFPA has not yet assessed whether the services offered by the IMIS
meet its business requirements. If it does opt to use IMIS for its personnel
and accounting functions, it must also decide whether it wishes to continue to
do so via UNDP or whether it would be more appropriate to access IMIS directly.
The Board considers that UNFPA must now review its options for carrying out its
accounting and personnel functions in the light of UNDP’s decision to use IMIS.

The implementation of the strateqy

111. The Board found that the Programme Resource Management System and the
Budget Information System have been developed and are operational in
headquarters and in field offices. These systems, along with the Funds Control
System, form the Central Data Base that came into full operation in 1993. The
database provides information that was previously only available from a variety
of sources. There has been extensive staff training in the use of the databases
and the other systems, both at headquarters and in the field offices.

112. With regard to office automation, the Board found that almost all of the
main components of the strategy have been implemented. The ratio of computer
terminals to staff in headquarters is 1 to 1, and all the field offices are
equipped with computers. A local area network (LAN) is in place at UNFPA
headquarters, giving all staff access to the databases and systems that UNFPA
has introduced. The network provides universal access to a word-processing
system, spreadsheet and other administrative facilities, it also enables rapid
and accurate electronic communication between staff. The network has not yet
been extended to field offices due to problems in establishing reliable
communication links. However, many of the field offices are linked by
electronic mail.

113. UNFPA’'s Management Committee, among its other duties, controls the
strategy’s implementation and this appears to the Board to have been working
satisfactorily. With the approval of the Committee, the strategy has been
modified in the light of experience. The Board found that detailed annual work
plans set out how the strategy was to be achieved and who, within the Management
Information System Unit, was responsible for carrying it out. The plans
established targets and the progress against these was monitored by the head of
the Programme Coordination, Management and Field Support Office (PCMFSO).

114. UNFPA's administrative budget for each biennium includes details of its
information technology proposals and is approved by the Governing Council.
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These budgets have been adhered to, in accordance with UNFPA’s financial rules
and regulations. The costs were originally estimated at $3.4 million in
1990-1991, $2.4 million in 1992-1993, and $1.9 million in 1994-1995. Although
the 1992-1993 expenditures exceeded appropriations by 5 per cent, UNFPA is still
within the overall estimate. The table below shows expenditure against budget
for the electronic data processing EDP components of the Administrative and
Programme Support Services budget {(in thousands of United States dollars) for
the period 1990-1995:

1990/91 1990/91 1992/93 1992/93 1994/95
Budget Outturn Budget Outturn Budget
EDP training 361 175 223 442 260
EDP services 353 357 342 219 444
EDP supplies 162 121 240 121 230
Systems development 503 350 416 345 260
Hardware/software 1 051 1108 __955%* 1 164 1 300
Total 2 430 2 111 2 176 2 291 2 494
* The Governing Council approved figure was $798,000, but appropriations

were increased by savings achieved elsewhere.

115. The Board found that the strategy has been implemented according to plan.
At a macro level, the timetable has been met and the various individual systems
have been introduced on or close to schedule. The costs have been properly
controlled and are within the original overall estimates, although the spread of
the costs between bienniums has inevitably changed over time. The strategy’s
implementation has been properly controlled, with targets being set and progress
monitored.

116. UNFPA has done well to implement the strategy, so far, to cost and to time.
The Board, however, felt that better control could be exercised over the
implementation of information technology and the policy relating to it and
recommended that a senior management committee devoted specifically to
information technology should be responsible for setting the Unit’s taskd and
priorities. UNFPA agreed and is currently setting up a committee specifically
to direct and supervise all efforts related to information technology.

Evaluation of the strateqy’s effectiveness

117. As previously stated, the Board’'s staff found that when the strategy was
drawn up, it was not subjected to any cost benefit analysis. Consequently, no
criteria were established by which to judge whether the strategy’s
implementation was cost effective or whether iz had achieved the expected
benefits. UNFPA accepted that the anticipated benefits, as defined in the
strategy, were not readily quantifiable.

118. However, UNFPA believes it has realized tne expected benefits. The Board
found that, in some respects, UNFPA is certainly more efficient and effective as
a result. 1In particular, the field offices are in a better position to take on
their increased role and have access to the information necessary to monitor and
evaluate their projects’ progress. The effect of the new technology is still

feeding through, and it will take time for the impact to be felt. It is already
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shifting time presently spent on administration to project implementation and
monitoring.

119. In other areas, the Board’'s staff found that UNFPA’'s administrative
operations are more efficient, and that there have been considerable cost
savings, particularly in communications. UNFPA’'s evaluation showed that, for
instance, it cost, on average, $112 to cable a one-page document to India in
1987 whereas now, using electronic mail, it can be sent for $2.16 a page. The
extension of the electronic mail system with suitable telephone equipment is
likely to save some $90,000 a year.

120. The Board notes that UNFPA is employing consultants to evaluate the
implementation of the strategy and to advise on a future information technology
strategy. With regard to future strategic developments, the Board feels most
strongly that measurable evaluation criteria should be established before any
project is commenced. Without such criteria, it is not possible to judge
whether the expected benefits have been obtained and whether the strategy
successfully meets its objectives. UNFPA agrees and intends to apply criteria
to their information technology related activities.

Cases of fraud and presumptive fraud

121. No cases of fraud or presumptive fraud have been reported by UNFPA.
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III. AUDIT OPINION

We have examined the following appended financial statements, numbered I
to IV, properly identified, Schedules 1 to 8 and the supporting explanatory
notes of the United Nations Population Fund for the period ended
31 December 1993 in accordance with the Common Auditing Standards of the Panel
of External Auditors of the United Nations, the specialized agencies and the
International Atomic Energy Agency, except that the scope of our work was
limited by the matters referred to below and as explained in paragraphs 28 to 30
of our report. 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.

Subject to any adjustments that may be fcund to be necessary upon receipt
of outstanding audited expenditure statements from Governments and
non-governmental organizations, in our opinion, the financial statements present
fairly the financial position of the United Nations Population Fund as at
31 December 1993 and the results of its operations for the financial period then
ended; that they were prepared in accordance with the stated accounting policies
which were applied on a basis consistent with that of the preceding financial
period; and that the transactions were in accordance with the Financial
Regulations and the relevant legislative authority.

In accordance with our usual practice, we have issued a long form report on
our audit of the United Nations Population Fund’'s financial statements, as
provided for in the Financial Regulations.

(Signed) Sir John BOURN
Comptroller and Auditor General
of the United Kingdom of Great
Britain and Northern Ireland

(Signed) Osei Tutu PREMPEH
Auditor-General of Ghana

(Signed) Codanda Ganapathy SOMIAH
Comptroller and Auditor General
of India

30 June 1994
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IV. CERTIFICATION OF THE FINANCIAL STATEMENTS

29 April 1994

I certify that to the best of my knowledge, information and belief, all
material transactions have been properly charged in the accounting records and

are properly reflected in the appended financ:al statements, numbered I to IV,
and supporting schedules, numbered 1 to 8.

(Signed) 1Imelda HENKIN

(Sigqned) Peter LESLIE
Director Director
Division for Finance, Division of Finance
Personnel and Administration

United Nations Development Programme
United Nations Population Fund
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V. FINANCIAL STATEMENTS FOR THE BIENNIUM ENDED 31 DECEMBER 1993



STATEMENT |

UNITED NATIOWS POPULATION FUND

Statement of ircome and e:penditure

for the biennium ended 31 December 1993

Wwith comparative figures for the biennium ended 31 December 1991

(United States dollars)

1990-1991 1992-1993
INCOME
Contributions from Governmen:s and other contributors
426 567 001 Pledges for current biennium (schedule 1) 450 450 828
Additions and adjustments o pledges
(113 412) for prior bienniums (net) (schedule 1) (317 506)
Exchange adjustments on co.lection
(4 373 433) of contributions 77 252
422 080 156 450 210 574
- Cost-sharing contributions (note 4) 267 297
422 080 156 450 477 871
14 302 247 Miscel laneous income (net) (schedule 2) 7 336 767
436 382 403 TOTAL INCOME 457 814 638
EXPENDITURE
Programme expenditure
340 679 420 Project costs 262 513 467
- Technical support services (note 6) 31 931 001
25 073 519 Administrative and operational servicss (note 6) 9 913 400
4 653 606 UNFPA support costs 4 936 209
(schedule 3
370 406 545 and note 5) 309 294 077
Administrative and programme support (schedule 6
80 022 489 services biennial budget expenditure (net) and note 5) 87 717 821
450 429 034 TOTAL EXPENDITURE 397 011 898
(14 046 631) Surplus income/(expenditure) (statement 1I1) 60 802 740

The accompanying notes are an integral part of the financial statements.
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STATEMENT

UNITED NATHEONS POPULATION FURD

Sratement of assets and liapiiities as at 31 December 1993

with comparative figures as at 31 December ‘991

{United States dciiars)

1991 1993
ASSETS
300 163 Cash 179 143
Investments
22 325 089 General resources 75 746 149
- Investments of the reserve for field accommedation 5 000 000
45 000 000 Investments of the operational reserve 48 000 000
- Cost-sharing 99 585
7 650 000 Trust funds 13 819 924
{schedule 7
74 975 089 and note 8) 142 665 658
_75 275 252 Total cash and investments 142 844 801
Advances and accounts receivable
Non-convertible currencies pending united
187 488 States dollar credit from UNDP (note 9) 187 488
Operating funds provided by UNFPA
8 182 469 to executing agencies 4 425 028
6 960 721 Operating funds provided by UNFFA tou tioverments (note 5) 16 584 928
Operating funds provided by UNFPA *c
inter-governmental institutiors anc other
2 335 680 agencies including NGOs 6 077 675
341 866 Accounts receivable and deferrec charges 1 257 671
650 782 Accrued interest 1102 436
18 659 006 29 635 226
Pledges receivable from Governments for {schedutie 1
1621 619 current and prior bienniums and note 10) 812 595
95 555 877 173 292 622
LIABILITIES, RESERVES AND UNEXPENDEC RESOURCES
Liabilities
2 517 956 Accounts paysble {note 20) 1 897 577
5 118 662 Operating funds payable wy UNFPA to executirg agencies 5 003 788
30 849 054 Unliquidated obligations of executing agencies (note 11) 37 379 545
8 %44 877 Due to UNFPA trust funds (schedule 8) 19 728 475
- Junior Professionat Officers pregramme (note 12) 343 535
8 664 178 Due to UNDP 8 675 812
56 094 727 73 028 732
Reserves
- Reserve for field accommodat: on (note 13) 5 000 000
45 000 000 Operational reserve (note 14) 48 000 000
45 000 000 53 000 000
Unexpended resources
- Cost-sharing (statement [11) 99 585
(5 538 850) General resources {statement I1) 47 164 305
(5 538 850) 47 263 890
95 555 877 173 292 622

The accompanying notes are an integral part of the firancia. statements
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STAYEMENT 111
UNITED NATIONS POPULATICN FUND

Statement of movement in resources for the biennium ended 31 December 1993

(United States dollars)

Cost- General

sharing resources Total
Balance as at 1 January 1992 - (5 538 850) (5 538 850)
Transfer to reserve for field accommodation - (5 000 000) (5 000 000)
Transfer to operational reserve . - (3 000 000) (3 000 000)

_ - ¢13 538 850)

Income received ____ 267 297 457 547 341

Less: Expenditure

Programme expenditure 167 712 309 126 365
Administrative and programme support services B - 87 717 821

___ 167 712 396 844 186

Surplus income . 99 585 60_703 155
Balance as at 31 December 1993 (statement 11) 99 585 47 164 305

13 538 850)

457 814 638

309 294 077
87 717 821

397 011 898

_60 802 740

47 263 890

a/ As shown in statement I.

The accompanying notes are an integral part of the financial statements
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STATEMENT 1V

UNITED NATIONS POPULATION FUND

Statement of changes in financial position for the biennium ended 31 December 1993

with comparative figures for_the biennium ended 31 December 1991

(United States dollars)

1990-1991 1992-1993
SOURCE OF FUNDS
(14 046 631) Surplus income/(expenditure) for the bienrium (statement 1) 60 802 740
Decrease in operating funds provided
- to executing agencies (net) 3 642 567
- Decrease in pledges receivable from Goverrments 809 024
- Increase in other liabilities 17 037 245
1 510 440 Increase in funds payable to UNDP 11 634
2 003 817 Decrease in operating funds provided to Gcvernments (net) -
487 006 Decrease in other receivables -
(10 045 368) Total funds provided 82 303 210
APPLICATION OF FUNDS
- Increase in operating funds provided to Gecvernments (net) 9 624 207
Increase in operating funds provided to irter-governmental
2 335 680 institutions and other agencies including NGOs (net) 3 741 995
- Increase in other receivables 1 367 459
54 324 Increase in pledges receivable from Goverrments -
15 000 136 Decrease in other liabilities -
Increase in operating funds provided to
2 996 135 executing agencies (net) -

20 384 275 Total funds used 14 733 661
530 429 643) Increase/(decrease) in cash and investments 67 569 549
105 704 895 Cash and investments at beginning of the biernium 75 275 252

Increase/(decrease) in:

(3 590 204) Cash (121 020)
{26 839 439) Investments 67 690 569
(30 429 643) 67 569 549

75 275 252 Cash and investments at end of the biennium (statement I1) 142 844 801

The accompanying notes are an integral part of the financial statements.
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SCHEDULE 2
UNITED NATIONS POPULATICN FUND
Miscellaneous income and expenditure

for the biennium ended 31 December 1993
with comparative figures for the biennium ended 31 December 1991

(United States dollars)

1990-1991 1992-1993
9 599 015 Income from investments 6 996 016
Miscellaneous income from accounts of
1 019 860 executing agencies (net) 1 092 869
Net gains/(losses) on exchange resulting from revaluation
2 919 977 of currencies other than contributions (3 535 388)
- Miscellaneous income from procurement services . net) (note 3) 1 552 805
8 921 Donations (note 2) 7713
Net sundry income/(expenditure):
Savings on liquidating obligations of prior biennium 1 093 878
Charges on financially completed projects 87 868
Miscellaneous write-offs (17 201)
754 4764 Other 58 207 1 222 752
14 302 247 Total miscellaneous income (net) (statement I) 7 336 767
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SCHEDULE 4

UNITED NATIONS POPULATION FUND

Project costs

Unspent allocations as at 31 December 1993

(United States dolliars)

1992- 1993 1962-1993 1993 unspent Future years’ Total unspent
allocations expendi ture allocations allocations allocations

United Nations 28 464 265 25 866 382 2 597 R83 15 313 616 17 911 499
ECA 1 546 775 1 004 789 1358 014> 121 000 (237 014)
ECE 1 296 836 1286 221 10 615 1 154 362 1 164 977
ECLAC 3 635 445 3 423 324 212 121 859 220 1 071 341
ESCAP 2 582 896 2 267 890 335 006 7 066 342 072
ESCWA 107 963 109 562 1599 3 715 2 16
FAOQ 6 759 763 S H14 592 i 1465 171 2 432 903 3 578 074
18RD 247 368 245 346 2 022 - 2 022
e 14 546 200 11 230 163 3 316 239 4 317 549 7 633 588
UNESCO 14 167 272 12 151 006 2 116 266 8 916 695 11 032 961
UNICEF 3 927 890 3 731 727 196 163 3 024 374 3 220 537
UNIDO 63 849 59 430 4 419 319 536 323 955
UNRWA 265 140 249 769 15 371 303 503 318 874
WHO 25 112 689 23 143 264 1 969 425 11 257 766 13 227 191
UNDP - Office for Project Services 2 531 681 2 416 606 115 075 621_169 736 244
United Nations executing agencies

total 105 256 032 @3 580 049 11 475 963 48 652 474 60 328 437
Governments 69 921 611 48 665 228 as 21 25£ 383 62 613 536 83 869 919
UNFPA 107 549 673 81 143 367 by 26 406 306 51 600 984 78 007 290
Inter-governmental institutions

and other agencies including

non-governmental organizations 51 524 364 39 124 803 12 399 561 16 422 433 28 821 994
Total 334 251 680 262 513 467 71 738 23 179 289 427 251 027 640

(schedule 3} tnote 15) {note 151

a/  See note 5.

b/ Includes UNFPA procurement assistance in respect of Government p-ojects amounting to $51.2 million.
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SCHEDULE 35

UNITED NATIONS POPULAT ON FUND

Technical support secvices

Unspent allocations as at 31 December 1993

(United States dollars)

1992-1993 1992-1993 1993 unspent Future years’ Total unspent
allocations espend ture allocations allocations allocations

United Nations 2 219 418 2 095 337 124 101 - 124 101
ECA 3 296 158 & 403 eu7 (107 749) 3 255 240 3147 491
ECLAC 309 607 290 390 19 217 200 718 219 935
ESCAP 1 254 780 i 236 643 18 137 1 553 600 1571 737
ESCWA 541 087 320 194 220 893 - 220 893
FAO 2 479 262 2 467 934 11 31 924 610 935 921
1L0 5 995 512 6 086 765 (91 253) 6 776 600 6 685 347
UNESCO 4 717 S04 " 438 870 272 634 3 713 700 3 986 334
WHO 4 b4b 669 o 343 239 303 430 3 371 600 3 675 030
UNDP - Office for Project Services 233 141 233 141 - - -
United Nations executing agencies

total 25 687 118 24 916 397 770 721 19 796 068 20 566 789
UNFPA 8 568 578 5 778 089 1 790 489 12 268 599 14 059 088
Inter-governmental institutions

and other agencies including

non-governmental organizations 323 053 _._236 515 86 538 515 080 601 618
Total 34 578 749 31 931 001 2 647 T48 32 579 747 35 227 495

(schedule 3) {note 15) (note 15)
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SCHEDULE 7
UNITED NATIONS POPULATION FUND

Investments as at 31 December 1993
wWith comparative figures as at 31 December 1991

(United States dollars)

1991 1993
General resources
10 089 Interest-bearing accounts 146 034
315 000 Call accounts 373 000
52 000 00O Time deposits 118 850 415
15 _000_060 Bonds and notes 9 376 700
67 325 089 128 746 149
Cost sharing
- Time deposits 99585
Trust funds
310 000 Call accounts 47 000
7 340 000 Time deposits 13 149 624
- Bonds and notes 623 300
7 650 000 13 819 924
74 975 089 Total (statement 1) 142 665 658
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ANNEX

Notes to the financisl statements

Note 1. Summary of significant accounting policies

The financial statements reflect the application of the following
significant accounting policies:

(a) Income

All income of UNFPA (including pledges from Governments, investment income
and miscellaneous income, but excluding contributions to cost-sharing and trust
funds) is recorded on an accrual basis.

Contributions received, but not identified as to purpose, are held as
accounts payable until identified, at which time they are recorded as income.

(b) Expenditure

All expenditure is accounted for on an accrual basis, except for that
relating to staff entitlement and projects executed by Governments and by
non-governmental organizations, which is acccunted for on the basis of
disbursements. Project expenditure includes unliquidated obligations raised by
the executing agencies in respect of goods and services provided for in the
project budgets for 1993 and contracted for by 31 December 1993.

(c) Exchange rates

Pledges made in currencies other than United States dollars are reported in
the equivalent of United States dollars converted at the United Nations
operational rate of exchange in effect on the date of the financial statements
or, if paid, on the date of the payment.

Gains and losses resulting from exchange adjustments arising from payments
of voluntary contributions are recorded as an offset to these contributions.
Exchange gains and losses arising from collection of contributions pledged in a
particular currency but paid in different currency are recorded as exchange
adjustments on collection of contributions. &all other exchange adjustments have
been recorded as miscellaneous income,/ (expenditure) .

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

(d) Capital expenditure

The full cost of non-expendable equipment used for administrative purposes
is charged to the UNFPA biennial budget in thes year in which it is purchased.
An inventory is maintained of all non-expendable equipment (defined as items of
equipment valued at $1,500 or more a unit, and with a serviceable life of at
least five years, and items of equipment included in any special lists, for
which formal inventory records are maintained: .
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Note 2. Donations
Donations (1992-1993: $7,713; 1990-1991: $8,921), disclosed separately in
statement I in prior bienniums are now included in miscellaneous income (net) in

schedule 2 and statement I.

Note 3. Reimbursable procurement

The Governing Council, at its fortieth session in 1993, approved that funds
received by UNFPA for procurement of supplies, equipment and services on behalf
and at the request of Governments, specialized agencies or other
intergovernmental or non-governmental organizations are accounted for as trust
funds. These activities are shown as procurement services in schedule 8.

In line with this decision, UNFPA is fully paid in advance of the
procurement activities for all costs connected with such procurement, including
a procurement service fee at the rate established by the Executive Director.
This procurement service fee is accounted for as miscellaneous income. For the
biennium ended 31 December 1993, procurement service fees of $1,598,180 were
earned and expenditure of $45,375 was incurred leaving a net income of
$1,552,805 as shown in schedule 2.

In 1990-1991, UNFPA procurement service fees in support of World
Bank-financed programmes and other organizations in the amount of $959,825 was

credited to administrative expenditure.

Note 4. Cost-sharing

The Governing Council, at its fortieth session in 1993, authorized UNFPA to
enter into cost-sharing arrangements with Governments and third parties. During
1993, cost-sharing contributions of $267,297 were received as shown in
statement I. Cost-sharing expenditure amounted to $167,712 as shown in
schedule 3.

Note 5. Government-executed projects

Effective 1 January 1993, the responsibility of processing all financial
transactions pertaining to government-executed projects was transferred to UNFPA
field offices. Government disbursement reports which were not processed by
field offices by 31 December 1993 will be recorded in 1994. As a result,
project costs amounting to approximately $4.8 million and the corresponding
UNFPA support costs of approximately $0.2 million were not included in programme
expenditure in statement I. If these amounts were recorded, credits to the
administrative and programme support services biennial budget expenditure would
increase by $0.2 million thereby decreasing the biennial administrative
expenditure by the same amount. The surplus income would amount to $4.8 million
less than that shown in statement I and advances to Governments would amount to
$4.8 million less than that shown in statement II.

Note 6. Technical support services and administrative and operational services

The Governing Council at its thirty-eighth session in 1991 approved the
successor support cost arrangements. The new arrangement which took effect on

1 January 1992 has two basic components: (a) technical support services; (b) a
reimbursement of indirect administrative and operational services incurred at
headquarters and regional offices for country projects. For intercountry
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projects, the reimbursement of administrative and operational services applies
only to projects approved or ongoing after 1 January 1993.

In line with this decision, total costs of technical support services in
the amount of $31,931,001 were incurred for 1992-1993. This amount shown in
statement I under programme expenditure includes technical support
professionals, administrative support personnel and other related administrative
costs.

The costs of administrative and cperational services amounted to $9,913,400
as shown in statement I. This amount consists of support costs of §7,625,325
reimbursed to United Nations executing agencies and $2,288,075 to
intergovernmental institutions and other agencies including non-governmental
organizations.

In 1990-1991, all support costs were classified under agency support costs.
For comparative purposes in statement I, agency support costs paid to executing
agencies and non-governmental organizations totalling $25,073,519 are
reclassified as administrative and operational services and support costs earned
by UNFPA from government projects and procurement assistance totalling
$4,653,606 are reclassified as UNFPA support costs.

Note 7. Admini§trative and programme support services

Credits to administrative and programme support services expenditure in
schedule 6 consist of:

1992-1993 1990-1991
(United States dollars)

Support cost for government-executed
projects 2 376 192 3 208 803

Support cost reimbursed from procurement
assistance in respect of government
projects 2 560 017 1 444 803

Support cost for projects under trust
fund arrangements 511 848 398 162

Support cost reimbursed by the World
Bank and other organizations for

procurement services - 959 825
Total 5 448 057 6 011 593

Note 8. Investments in currencies other than United States dollars

The investments reported in statement II and schedule 7 include the United
States dollar equivalent of investments in other currencies using the United
Nations operational rate of exchange in effect for the month of December 1993.
At the United Nations operational rate of exchange in effect from
1 January 1994, which more closely reflects the market rate of exchange as at
31 December 1993, the value of these investments would amount to $937 less than
that shown in the accounts (1991: $398 more than that shown in the accounts) .
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Note 9. Non-convertible currencies pending United States dollar credit from
UNDP

The amount of $187,488 (1991: $187,488) shown in statement II represents
non-convertible currencies, held by UNDP on behalf of UNFPA, converted into

United States dollars at the United Nations operational rate of exchange in
effect on the date of receipt.

Note 10. Contributions pledged by Governments

Contributions pledged by Governments for current and prior bienniums that
had not been paid by 31 December 1993 were as follows:

Voluntary contributions

(United States dollars)

1989 and prior bienniums 284 661
1990 49 287
1991 79 8930
1992 172 5895
1993 226 122

Total (statement II) 812 595

Additions and adjustments for prior bienniums of $312,506 shown in
schedule 1 include unpaid pledges of $276,671 written-off in this biennium.

Country (United States dollars)
Afghanistan 5 520
Burkina Faso 6 888
Jamaica | 215
Jordan 1 133
Liberia 3 000
Morocco 4 128
Nigeria 9 625
Peru 24 648
Senegal 45 637
Sierra Leone 5
Solomon Islands 1 000
Somalia 41
Russian Federation 174 831
Total 276 671
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Note 11. Unliquidated obligations of executing agencies

The unliquidated obligations of $37,379,545 (1991: $30,849,054) shown in
statement II comsist of $30,671,592 for projects funded from general resources
and $6,707,953 for projects funded from trust funds.

Note 12. Junior Profegsional Officers Programme (JPO)

During 1993, funds from the Government of Canada totalling $395,665 were
received of which $52,130 was disbursed leaving a balance of $343,535, as shown
in statement II.

Note 13. Reserve for field accommodation

The Governing Council, at its thirty-eighth session in 1991, approved the
establishment of a reserve for field accommodation at the level of $5 million as
shown in statement II for the biennium 1992-1993 and authorized the Executive
Director to make drawdowns from it for the purpose of financing the United
Nations Population Fund share of construction costs of common premises under the
auspices of the Joint Consultative Group on Policy.

Note 14. Operational reserve

The level of the operational reserve was set at $45 million at the
thirty-sixth session of the Governing Council in 1989. At the thirty-eighth
session of the Governing Council in 1991, the reserve level was revised and set
at 20 per cent of the general resources income for each year of the UNFPA work
plan. In line with this decision, the operational reserve was increased to
$48 million in December 1992 as shown in statement II. This level of
operational reserve will be reviewed in 1994.

Note 15. Unspent allocations

Unspent allocations as at 31 December 1993 issued against resources of
UNFPA for projects and for technical support services, shown in schedules 4
and 5 respectively, amounted to $74.4 million for 1993 and $211.9 million for
future years, against which forward commitments reported by executing agencies
were approximately $12.1 million. Of the allocations for future years,
$28.7 million relates to allocations for 1994.

Note 16. Bangladesh Fourth Population and Health Project

In support of World Bank-financed programmes in developing countries, UNFPA
is rendering contraceptive procurement services to the Government of the
People’s Republic of Bangladesh. As at 31 December 1991, the unexpended balance
of $1,347,846 for this activity was shown as "advances received for reimbursable
procurement" under the liabilities section of the financial statements.

Subsequently, an agreement was signed between the Government of the
People’s Republic of Bangladesh and UNFPA. In accordance with the terms of the
agreement, separate records and accounts of the receipts and disbursements for
this project are maintained and reported as part of UNFPA trust funds shown in
schedule 8. As such, the total unexpended balance as at 1 January 1992 in
schedule 8 was restated to $8,944,877. For comparative purposes, the balance of
"due to UNFPA trust funds" in 1991 was also restated as shown in statement II.
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Note 17. Netherlands Trust Fund

Transfers amounting to $800,000 as shown in schedule 8 consist of:
(United States dollars)

(a) Contributions credited to UNFPA in
error in 1990-1991 and transferred
to UNDP in 1992-1993 500 000

(b) Accumulated interest income
transferred to International
Conference on Population and
Development 300 000

Total 800 000

Note 18. Interest income of trust funds

Effective 1 January 1992, interest earned by trust funds whose
contributions were deposited in general resources bank accounts will be
transferred from general resources to the individual trust funds at the
beginning of the following year. This policy differs from that applied in the
previous years whereby interest income of trus: funds was transferred in the
same year it was earned. The exact amount of interest income due from general
resources to trust funds as at 31 December 1993 is not available. For the first
12 months of this biennium, $343,117 was appor:zioned to the trust funds.

Note 19. Unspent allocations - trust funds

The total unexpended balance of $19,728,475 shown in schedule 8 consists
of:

(United States dollars)

Unspent allocations 14 342 432
Unencumbered funds 5 386 043
Total 19 728 475

Unspent allocations consist of $8,388,782 for 1993 and $5,953,650 for
future years.

Note 20. Accounts pavable

The amount of $1,897,577 (1991: $2,517,956) shown as accounts payable in
statement II includes unliquidated obligations of the administrative and
programme support services biennial budget in :the amount of $1,609,590 (1991:
$2,446,979) .

Note 21. Special population programmes

The Governing Council, at its seventeenth session in 1974, authorized UNFPA
to receive cash remittances from Governments aid transfer these to designated
special population programmes. For the 1992-1393 biennium, UNFPA received and
transferred cash remittances totalling $40,227,658 from the Governments of
Japan, the Netherlands and Norway. The four racipients of these funds were the
International Planned Parenthood Federation ($39,166,875 from Japan and the
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Netherlands), the Population Council ($523,241 from the Netherlands and Norway),
the International Union for the Scientific Study of Population ($351,211 from
the Netherlands and Norway), and the International Council on the Management of
Population Programmes ($186,331 from Norway) .

Note 22. Non-expendable property

As at 31 December 1993 the estimated value of non-expendable property at
headquarters and field offices was $2,276,732 and $1,990,304 respectively.

Note 23. Contingent liability - termination benefits

The contingent liability resulting from the .ermination benefits that UNFPA
may be required to pay to its staff members in future years is estimated at
31 December 1993 to be $3,094,680 with respect to repatriation grants and
$500,087 with respect to termination indemnity.
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