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LETTERS OF TRANSMITTAL

12 July 1996
Sir,

Pursuant to financial regulation 11.4, I have the honour to submit the
annual accounts of the United Nations Institute for Training and Research as at
31 December 1995, 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) Marcel A. BOISARD
Acting Executive Director
United Nations Institute for
Training and Research

The Chairman of the Board of Auditors
United Nations
New York
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31 July 1996

Sir,

I have the honour to transmit to you the financial statements of the United
Nations Institute for Training and Research for the financial period ended
31 December 1995, which were submitted by the Acting 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) Osei Tutu PREMPEH
Auditor-General of Ghana
and Chairman
United Nations Board of Auditors

The President of the General Assembly
of the United Nations
New York
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I. FINANCIAL REPORT FCR THE YEAR ENDED 31 DECEMBER 1995

Introduction

1. The Executive Director has the honour to submit herewith the financial
report, together with the accounts for the year ended 31 December 1995, of the
United Nations Institute for Training and Research (UNITAR). This report is
presented in accordance with article IV, subparagraph 3 (i), of the statute of
the Institute.

Statement I. Income and expenditure and changes in

reservesg apnd fund balances
General Fund
2. The amount of $315,714 shown in stétement I was paid by Governments and

various donors as contributions to the General Fund for 1995 and payment of
outstanding pledges (schedule 1.1). In addition, $372,914 was received as
programme support income and $42,851 as other income, bringing the total income
to $731,479. Expenditures for the year amounted to $843,064, which resulted in
a shortfall of income over expenditure of $111,585. The prior period adjustment
of 529,265 reduced the shortfall to $82,320. The reserve and fund balance at
the end of the year amounted to $550,555.

Special Purpose Grants Fund

3. A total amount of $3,065,996 was received as grants. Total income in this
fund was 53,287,553 after inclusion of interest income and miscellaneous income.
Total expenditure was $3,301,115, resulting in a shortfall of income over
expenditure of $13,562 for the Special Purpose Grants taken as a whole. The
prior period adjustment of $35,775 increased the shortfall of income over
expenditure to $49,337. After the transfer of balance of non-convertible
currencies of $20,679 to the General Fund and inclusion of savings on prior
period obligations of $110,824, the fund balance amounted to $1,659,0089.

iviti inanced by United Nati velopment Programme
4. The total amount allocated by the United Nations Development Programme

(UNDP) was $455,851. Total expenditure amounted to $455,851, including
programme support costs of $31,830.

Statement II. Agsets, liabilities, reserves and fund balances
General Fund
5. The assets of the General Fund amounted to $784,838. Accounts receivable

amounted to $137,058. Liabilities consisted of unliquidated obligations of
$142,932, accounts payable of $4,755 and inter-fund balance payable of $3,573.
The operating reserve amounted to $84,200 and the cumulative surplus to
$466,355.



Special Purpose Grantg Fund

6. Total assets of $2,041,613 included cash of $1,890,177, accounts receivable
of $73,819 inter-fund balances receivable of $3,573, and remittance to executing
agencies of £$74,044. Of the $382,604 of liabilities, $382,219 was for
unliquidated obligations, and $385 were accounts payable.

7. The cumulative surplus of the Special Purpose Grants Fund was $1,659,009 as
at 31 December 1995.

Agtivities financed by UNDP

8. Assets consisted of cash of $746,180, other accounts receivable of $118,911
and unspent allocations of $69,940.

9. Liabilities included the accounts payable to UNDP of $814,089, other

liabilities of $69,940 (deferred income), unliquidated obligations of $39,702,
and other accounts payable of $11,300.

Statement IV. Status of expenditure against approved budget

10. statement IV gives the status of expenditure against approved budget for
the year ended 31 December 1995. Total expenditures amounted to $843,064.

Write-off of losses of cash and receivables

11. There were no write-offs during the year ended 31 December 1995.




II. REPORT OF THE BOARD OF AUDITORS

Introduction

1. The Board of Auditors has audited the financial statements of the United
Nations Institute for Training and Research for the period 1 January 1995 to

31 December 1995 in accordance with article VIII, paragraph 12 of the statute of
UNITAR. The audit was conducted in accordance with article XII of the Financial
Regulations and Rules of the United Nations and the annex thereto, and with the
common auditing standards adopted by the Panel of External Auditors of the
United Nations, the specialized agencies and the International Atomic Energy
Agency. These standards require that the Board plan and perform the audit to
obtain reasonable assurance as to whether the financial statements are free from
material misstatement.

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 Board based its
examination on an assessment of UNITAR’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 the significant estimates made
by the Administration, as well as an evaluation of the overall presentation of
the financial statements. Preparation of the financial statements is the
responsibility of UNITAR'’s management; the Board is responsible for expressing
an opinion, based on its audit, on whether the financial statements present
fairly the financial position of UNITAR as at 31 December 1955.

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 UNITAR’s financial statements.

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 of UNITAR.

5. In 1995 the Board examined the following areas: (a) project management;
and (b) staffing/personnel issues,

6. The Board’s principal recommendations are presented in paragraph 10 below.
A summary of main findings arising from the Board’s audit is given in
paragraphs 11 to 15. Detailed findings are reported in paragraphs 16 to 47.

7. The Board communicated to UNITAR its observations on all matters contained
in the present report. UNITAR has confirmed the facts on which the Board's
obgservations and conclusions were based and provided explanations and answers to
the Board’s inquiries.



Actions taken on recommendations in previous reports
to_the General Asgembly

8. UNITAR's response to the main findings and recommendations in the Board’s
1994 report, together with the further comments of the Board, are reproduced in
the annex to the present report of the Board. A number of the issues covered
are discussed further in the present report.

Overall results

9. The Board’s examination revealed no weaknesses or errors considered
material to the accuracy or completeness of the financial statements as a whole.
In accordance with normal procedures, the Board recorded significant findings in
management letters to UNITAR. None of these matters affected the Board’s audit
opinion on UNITAR's financial statements and schedules for the year.
Accordingly, the Board has given an unqualified opinion on UNITAR’s financial
statements for the year ended 31 December 1995.

Summary of recommendations

10. The Board’s main recommendations are set out below.

Financial control of the General Fund

(a) TUNITAR should implement more effective controls over expenditure, in
particular staff costs, in addition to collecting outstanding pledges and
attracting more income to the General Fund (see para. 21);

Clearance of charges processed by United Nations Headquarters

(b) Disputed charges transferred to UNITAR from United Nations
Headquarters should be examined and cleared promptly (see para. 22);

Special Purposge Grants Fund

(¢) More effective control should be exercised over project expenditure,
and financial commitments should not be made without sufficient donor funds (see
para. 25);

Accounting for projects financed by UNDP

(d) UNITAR should liaise with the United Nations Office at Geneva and UNDP
headquarters to clear outstanding inter-office vouchers and advances and to
establish prompter procedures for reporting expenditure made by UNDP on behalf
of UNITAR (see para. 32); :

Proiject management

(e) TUNITAR should open up discussions with major donors to seek their
agreement to funding projects in advance rather than on a reimbursement basis
(see para. 42);




Staff issues

(£) UNITAR should improve its planning of staff expenditure in order to
ensure that sufficient funds are available to meet staff costs (see para. 46).

Summary of main findings
General Fund

11. UNITAR’s General Fund showed a substantial deficit in 1995. The Board is
concerned at the significant fall in the level of voluntary donations and
increase in administrative expenditure compared with 1994 (see paras. 18-21)}.

Pu. e Fund

12. More Special Purpose Grants Fund projects were in deficit at
31 December 1995 compared with the previous year (see paras. 23-28).

Accounting for UNDP projects

13. There were long-standing discrepancies between the levels of project
expenditure reported by UNDP and UNITAR, and remittances sent to UNDP field
offices remained uncleared (see paras. 29-32).

Proijects management

14. Clear, achievable objectives had been established and met for the projects
examined. Procedures for financial management and reporting of projects could
be enhanced by ensuring that funds are secured in advance (see paras. 36-42).

Staff issues

15. UNITAR experienced difficulty in reconciling the length of staff contracts
and the cost of staff promotions with the limited availability of project funds
(see paras. 43-46).

Part I: Financial statements
United Nations Systems Accounting Standards

16. 1In September 1995, the Consultative Committee on Administrative Questions,
on behalf of the Administrative Committee on Coordination, adopted the revised
United Nations System Accounting Standards, incorporating a harmonized
presentation of financial statements. The Committee agreed that organizations
should be encouraged to apply the formats and revised standards for financial
periods ending in 1995.

17. The Board found that UNITAR generally applied the revised System Accounting
Standards in 1935,

General Fund
18. In its report on UNITAR’s financial statements for 1994, the Board

reiterated the importance of safeguarding the long-term future of the General
Fund through continued efforts to control costs and attract additional funds.
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The position of the Fund worsened in 1995 when administrative expenditure
increased to $843,064, compared to $595,977 in 1994. Total income generated by
the Fund during the year was $731,479 ($797,844 in 1994), resulting in a deficit
for 1995 of $111,585.

19. UNITAR's expenditure on the General Fund in 1995 increased for all elements
of expenditure, compared with 1994, but notably for staff costs, which increased
from $444,164 to $593,828 between the two years. This arose because of staff
promotions during the year, combined with the need for the General Fund to
absorb costs for Special Purpose Grants Fund projects with insufficient funds.

20. Income generated by the Fund decreased because of a reduction in the amount
of voluntary contributions received. Contributions from UNITAR's major donors
were only $315,714, compared to $442,947 in 1994, and $83,023 of pledges
remained outstanding as at 31 December 1995.

21. The Board is concerned at the deficit reported by the General Fund for
1595. It recommends that UNITAR implement more effective controls over its
expenditure, particularly staff costs. This should be combined with renewed
efforts to collect outstanding pledges and to attract additional voluntary
funding.

Clearance of outstanding charges passed by United Nations Headquarters

22. The assets and liabilities statement for the General Fund (statement II)
records "other accounts receivable" of $137,058. However, $129,869 of this sum
represented deferred charges for expenditure incurred at United Nations
Headquarters on UNITAR’s behalf. UNITAR disputes that all charges notified are
in respect of its activities, as UNITAR vacated its New York officesg in 1993
when it transferred to Geneva. The Board recommends that UNITAR resolve the
outstanding charges with Headquarters promptly.

Special Purpose Grantg Fund

23. The income and expenditure statement for UNITAR’s Special Purpose Grants
Fund (statement I) shows that in 1995 the fund incurred a deficit of $49,337,
compared with a surplus of $196,445 in 1994. Aided by savings on prior period’s
obligations, UNITAR was able to increase the level of reserves from $1,618,201
in 1994 to $1,659,009 in 1995.

24. Statement V lists the closing balances on all Special Purpose Grants Fund
projects as at 31 December 1995. This shows that 18 projects had deficit fund
balances totalling $423,444 at year-end. This represents a worsening of the
position compared with the end of 1994, when 15 project funds had deficit
balances totalling $310,298. For 12 of the projects with deficit balances as at
31 December 1995 there were no transactions during the year.

25. The Board is concerned at the inadequate budgetary control and financial
management which led to the significant increase in projects with deficit fund
balances. While noting UNITAR’s comments that several of these deficits were
temporary, the Board recommends that UNITAR implement more effective control
over project expenditure and make no financial commitments without sufficient
donor funds.

26. The Board raised the issue of long-standing deficits on Special Purpose

Grants Fund projects in its reports on both the 1993 and 1994 financial
statements of UNITAR. UNITAR's Board of Trustees had considered that these
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deficits related to the period when UNITAR was based in New York and should have
been cancelled under General Assembly resolution 47/227, of 8 April 1993, which
effectively wrote off UNITAR’s accumulated debt to the United Nations General
Fund in return for the transfer to the United Nations of UNITAR’'s New York
headquarters building.

27. The United Nations has reaffirmed its position that it is under no
obligation to make good deficits relating to the Special Purpose Grants Fund.
Tt maintains that this responsibility rests with the project donors, as set out
in the agreements signed by UNITAR and donors.

28. The Board reiterates its view that these long-standing deficits should be
resolved promptly. The Board recommends that, for each project, UNITAR should
conduct a detailed assessment of the collectability of debts. Where amounts are
deemed irrecoverable, a write-off of deficit balances against the UNITAR General
Fund appears the most appropriate course of action.

Accounting for UNDP proijects

29. TUNITAR acts as the executing agency for four projects financed by UNDP.

The latter provides UNITAR with fund allocations for these projects, against
which UNITAR can charge expenditure. As significant elements of these
expenditures are met by UNDP field offices, UNDP submits quarterly operating
fund statements detailing its record of expenditure on the projects. These
records should match those of UNITAR. However, there have been significant
delays in the receipt by UNITAR of inter-office vouchers from UNDP field
offices. Until these vouchers and supporting documentation are raceived, UNITAR
cannot reflect the expenditures in its financial statements.

30. As at 31 December 1995 a total of $56,723 of inter-office vouchers dated
1994 and earlier were reflected in UNDP operating fund statements but not in
UNITAR’s financial statements. A total of $3,417 of the outstanding charges
related to 1991 expenditures.

31. In addition, as at 31 December 1935, UNITAR's financial statement II shows
474,044 advanced to UNDP field offices to cover expenditure. These comprised
$17,370 to Kazakstan, $33,650 to Senegal and $23,024 to Cbte d/Ivoire. The
first two amounts have been outstanding since 1994.

32. The Board recommends that UNITAR liaise with the United Nations Office at
Geneva and UNDP headquarters to clear the outstanding inter-office vouchers and
advances and to establish procedures for prompter reporting of expenditure made
by UNDP on behalf of UNITAR.

Accounting for non-expendable property

33. In its 1994 report the Board referred to UNITAR's failure to prepare an
up-to-date inventory of non-expendable property and to compare this with the
records of the Purchase and Transportation Section of fhe United Nations Office
at Geneva. In 1995, UNITAR completed an inventory only for computer equipment
and did not compare its records with those of the United Nations Office at
Geneva.

34. The Board reviewed both records in April 1996. It found that of 61 items
appearing on the records of the United Nations Office at Geneva, 14 were not on
UNITAR’s inventory; of 63 items on UNITAR's inventory, 22 did not appear on the
records of the United Nations Office at Geneva. The Board urges UNITAR to
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complete its inventory and to liaise with the United Nations Office at Geneva to
determine the reasons for discrepancies between the two sets of records and
implement procedures for regular reconciliations. This should promote proper
control over assets.

Write-off of losgses of cash, receivables and property, ex gratia paymentsg

35. There were no write-offs of losses of cash, stores or other assets or
ex gratia payments during the year.

Part II: Management issues
Project management
Scope of review

36. In 1995 the Board examined UNITAR's management of some large projects,
‘including the joint UNEP/UNITAR project on implementation of the London
Guidelines on chemical management and a range of projects within the training
programme on legal aspects of debt management. The Board’s review included an
evaluation of UNITAR’s success in implementing its planned programme of work and
an assessment of the financial management of the projects.

The London Guidelines on chemical management project

37. The London Guidelines for the Exchange of Information on Chemicals in
International Trade were adopted in 1987 by the Governing Council of the United
Nations Environment Programme. They aim at enhancing the management of
chemicals in all countries through the exchange of scientific, technical,
economic and legal information on chemicals, in order to control international
trade in dangerous chemicals. The UNEP/UNITAR project was established in 1991
to assist developing countries in their efforts to implement the London
Guidelines and strengthen their chemicals management schemes. Income for the
project was $755,901 in 1994 and $618,112 in 1995.

38. The Board’s examination of the project indicated that clear, achievable
goals had been set. Of eight main activities planned for 1995, all but two had
been completed, the exceptions being due to financial or political
considerations, such as the requirement to clear activities with designated
national authorities in the countries concerned. Satisfactory procedures were
in place to assess the effectiveness of the regional and subregional workshops
organized by UNITAR, with questionnaires completed by training course
participants. An overall assessment of the project carried out by a technical
agency in December 1995 testified to the sustainable impact of the project,

Programme on the legal aspects of debt management

39. The programme on the legal aspects of debt management began in earnest in
1990. UNITAR’S activities are concentrated in sub-Saharan Africa, the Central
Asian Republics, Egypt and Palestine. UNITAR focuses its activities on chief
areas of interest in each region, for example, trade and international relations
issues in the Central Asian Republics. Whereas one Government initially
provided all of the funds for the brogramme, UNITAR has now widened the funding
base to include other donors. Total funding from these sources in 1995 was
$649,952 ($777,291 in 1994) .




40. The Board’s examination of the debt management training programme projects
indicated that UNITAR's implementation record was satisfactory, with 14
activities, out of 16 planned, taking place in 1995. UNITAR informed the Board
of Auditors that full implementation was not possible because of funding
constraints and political considerations. Procedures for assessing the impact
of UNITAR’S activities were satisfactory, with questionnaires being completed by
participants. Donors were kept informed of UNITAR’s activities through reports
prepared after each major event. At the end of 1996, UNITAR planned to carry
out, jointly with the initial donor, an evaluation of the programme.

Financial management

41. Financial management of the projects examined was less satisfactory. A
major factor was the uncertainty caused by late processing of expenditure
incurred by UNDP field offices (see paras. 29-32). For example, for the debt
management project, UNITAR still awaited details of expenditure incurred in
November 1994 by the Kazakstan office and in March 1995 by the Bangladesh
office. Cash-flow management was another concern, as some major donors
reimbursed expenses rather than granting monies before project expenses were
incurred. 1In addition, other donors withheld the final tranche of funds pending
receipt of satisfactory implementation reports; this put significant pressure on
UNITAR’'s modest cash resources. :

42. The Board recommends that UNITAR should open up discussions with major
donors to seek their agreement to fund projects in advance rather than on a
reimbursement basis.

Staff issues

43, Staff costs for fixed-term UNITAR employees across all UNITAR funds
increased from $1,759,510 in 1994 to $1,957,943 in 13985. 1In view of the
substantial increase, the Board examined this subject as a contributory factor
towards the deficits in the income and expenditure accounts of the General Fund
and Special Purpose Grants Fund. In particular, the Board reviewed the terms of
contracts awarded to UNITAR staff and the promotions processed during the year.

44. The Board examined a number of the contracts awarded to UNITAR staff. 1In
gseveral cases, staff had contracts spanning at least a year, while available
funding for the projects concerned was sufficient to meet costs only for the
next three to six months.

45. During 1995, 8 of the 19 fixed-term staff employed by UNITAR were promoted.
Promotions followed reclassification of the posts by United Nations Personnel
Service. The costs of these promotions were borne by the UNITAR General Fund
"and individual Special Purpose Grants Fund projects. These additional,
unplanned costs contributed to the reported deficit in the General Fund and in
one of the Special Purposes Grants Fund projects. :

46. The Board recommends that UNITAR should improve its planning of staff
expenditure in order to ensure that sufficient funds are available to meet staff
costs.
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47. The UNITAR secretariat reported no cases of fraud or pPresumptive fraud

relating to the financial year 1995,
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III. AUDIT OPINION

We have examined the appended financial statements numbered I to V,
properly identified, the relevant schedules and the supporting explanatory notes
of the United Nations Institute for Training and Research for the financial
period ended 31 December 1995 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. 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.

As a result of our examination, we are of the opinion that the financial
statements present fairly the financial position of the United Nations Institute
for Training and Research as at 31 December 1995 and the results of its
operations for the year 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 financial statements of the United Nations Institute for
Training and Research, as provided for in the Financial Regulations.

(Signed) Osei Tutu PREMPEH
Auditor-General of Ghana

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

(Signed) Vijay Krishna SHUNGLU
Comptroller and Auditor General
of India

31 July 1996

-12-




IV. CERTIFICATION OF THE FINANCIAL STATEMENTS

11 July 1996

I certify that the appended financial statements of the United Nations
Institute for Training and Research, numbered I to V, are correct.

{(8igned) Yukio TAKASU
Controller

-13-






V. ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 1935
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Notes to the financial statements

Note 1. The United Nations Institute for Training and Research and its
activities

The United Nations Institute for Training and Research {UNITAR) was
established in 1965 as an autonomous body within the United Nations with the
purpose of enhancing the effectiveness of the Organization through appropriate
training and research. UNITAR is governed by a Board of Trustees and is headed
by an Executive Director. The Institute is supported by voluntary contributions
from Governments, intergovernmental organizations, foundations and other
non-governmental sources.

UNITAR develops, improves and extends training programmes in the fields of
international affairs management and in economic and social development. The
Ifnstitute’s functions may be summarized as follows:

- To conduct training programmes in multilateral diplomacy and
international cooperation for diplomats accredited to the United
Nations and national officials involved in work related to United
Nations activities;

- To carry out ‘a wide range of training programmes in the field of
social and economic development, generally at the request of
Governments, multilateral organizations, and public and private
development cooperation agencies;

- To establish and strengthen cooperation with faculties and academic
institutions, in particular for the development of research on and for
training.

Current UNITAR training programmes are presented under the following titles:
- Multilateral diplomacy, negotiations and conflict resolution
- Preventive diplomacy, peaceMaking and peacekeeping
- Environmental and natural resources management
- Debt and financial management {legal aspects)
- Energy management
- Disaster control

UNITAR receives requests for programme design and implementation from UNDP,
UNEP and other United Nations bodies and the secretariats of United Nations
conventions (such as those for the United Nations Framework Convention on
Climate Change, the United Nations Convention to Combat Desertification in those
Countries Experiencing Serious Drought and/or Desertification, particularly in
Africa, and the Basel Convention on the Control of Transboundary Movements of
Hazardous Wastes and their Disposal). UNITAR has also developed a training
programme on the London Guidelines, including a toxic chemicals and pollutant
release transfer register. The Institute views this as a part of its mission to
be an effective training arm of the United Nations. With the new cooperative
links being established with agencies and organs of the United Nations system,
with governmental and private development cooperation agencies and with training
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institutes in industrialized and developing countries and countries in
transition (in Africa, Agia, Latin America and the Caribbean, and Europe), the
Institute is becoming an increasingly important provider of training to a large
constituency in different sectors.

Note 2. ummary of significant accounting policies
The following are the significant accounting policies of UNITAR:

(a) As provided in article VIIT of its statute, the UNITAR accounts are
maintained in accordance with the Financial Regulations of the United Nations as
adopted by the General Assembly, the rules formulated by the Secretary-General
as required under the regulations and administrative instructions issued by the
Under-Secretary-General for Administration and Management or the Controller.
They also take fully into account the common accounting standards for the United
Nations system, as adopted by the Administrative Committee on Coordination. The
General Assembly has taken note of these standards in its resolution 48/216 C of
23 December 1993. The United Nations follows International Accounting
Standard 1 on the disclosure of accounting policies, as modified and adopted by
the Consultative Committee on Administrative Questions at its fifty-fourth
session, as shown below:

(i) Going concern, consistency, and accrual are fundamental accounting
assumptions. Where fundamental accounting assumptions are followed in
financial statements, disclosure of such assumptions is not required.
If a fundamental accounting assumption is not followed, that fact
should be disclosed together with the reasons;

(ii) Prudence, substénce over form, and materiality should govern the
selection and application of accounting policies;

(iii) Financial statements should include clear and concise disclosure of
all significant accounting policies which have been used;

(iv) The disclbsure of the significant accounting policies used should be
an integral part of the financial statements. The policies should
normally be disclosed in one place;

(v) Financial statements should éhow corresponding figures for the
preceding period;

(vi) A change in an accounting policy that has a material effect in the
current period or may have a material effect in subsequent periods
should be disclosed, together with the reasons. The effect of the
change should, if material, be disclosed and quantified.

(b) Fund accounting. The Institute’s accounts are maintained on a " fund
accounting" basis. Separate funds for general or special purposes may be
established by the General Assembly or the Executive Director. Each fund is
maintained as a distinct financial and accounting entity, with a separate
self-balancing double-entry group of accounts. Separate financial statements
are prepared for each fund or for a group of funds of the same nature.

(c) The financial period of the Institute comprises one calendar year.

(d) In accordance with article VIII, paragraph 3, of the revised statute
of UNITAR, income is recognized on a paid-in contributions basis.
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(e) Translation of currencies. The accounts of the Institute are
presented in United States dollars. Accounts maintained in other currencies are
translated into United States dollars at the time of the transaction at rates of
exchange established by the Controller. In respect of such currencies, the
financial statements prepared at such intervals as may be prescribed by the
Controller under delegation of authority from the Under-Secretary-General for
Administration and Management, shall reflect the cash, investments, unpaid
pledges and current accounts receivable and payable in currencies other than
United States dollars, translated at the applicable United Nations rates of
exchange in effect as at the date of the statements. In the event that the
application of actual exchange rates at the date of the statements would provide
a valuation significantly different from the application of the United Nations
rates of exchange for the last month of the financial period, a footnote will be
presented quantifying the difference.

(f) The Institute’s financial statements are prepared on the historical
cost basis of accounting and have not been adjusted to reflect the effects of
changing prices for goods and services.

(g) Pledged contributions. Pledges are recorded as deferred income on the
basis of a written commitment by a prospective donor to pay a monetary
contribution at a specific time or times. Only paid pledges are recorded as
income.

{h) Cash and investments. Funds on deposit in interest-bearing bank
accounts, time deposits and call accounts are shown in the statements of assets
and liabilities as cash.

(i) TFixed assets. Maintenance and repairs are charged against the
appropriate budgetary accounts. Furniture, equipment, other non-expendables and
leasehold imprcvements are not inciuded in the assets of the Institute.
Acquisitions are charged against budgetary accounts in the year of purchase.

(j) The expenditures do not include possible costs to cover contingencies
under appendix D to the United Nations Staff Rules, for personnel financed under
resources obtained from voluntary contributions to the UNITAR General Fund and
the Special Purpose Grants Fund. The term "expenditure" designates total
obligations incurred, whether ligquidated or unligquidated.

(k) Miscellaneous income:

(1) The net income realized from the revenue-producing activities is
reported as miscellaneous income;

(ii) Refunds of expenditures charged to the prior financial periods are
credited to miscellaneous income;

(iii) Moneys accepted in respect of which no purpose is specified have been
treated as miscellaneous income;

{iv) On the closing of the accounts at the end of each financial period, if
the balance of the exchange accounts reflects a net loss on exchange,
it is charged to the budgetary account. If there is a net gain, this
is credited to miscellaneous income;

(v) The proceeds from the sale of surplus property are credited to the
miscellaneous income of the respective funds.
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(1) The trust fund statements reflect the "clean surplus theory" by
processing adjustments through the current income and expenditure accounts.
Material adjustments for prior periods are, however, shown in the financial
statements below the results of the current period so as not to distort them.

(m) Income tax refund policy. UNITAR salaries are charged to the budget
on a net basis during the year in which the services have been rendered. Income
tax refunds are charged to the year in which they are made to the staff member.

(n) Unliquidated obligations for the current period in respect of UNITAR
General Fund and Special Purpose Grants Fund activities remain valid for 12
months following the end of the year to which they relate.
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