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LETTERS OF TRANSMITTAL
31 July 1996
Sir,

I have the honour to transmit to you the financial statements of the United
Nations Relief and Works Agency for Palestine Refugees in the Near East for the
biennium 1954-1995 ended 31 December 1995, which were submitted by the
Commissioner-General. 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) O©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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28 March 1996
Sir,

Pursuant to financial régulation 12.1, I have the honour to submit the
accounts of the United Nations Relief and Works Agency for the Palestine
Refugees in the Near East for the biennium ended 31 December 1995, which I
hereby approve. The financial statements have been prepared and certified as
correct by the Comptroller.

Accept, Sir, the assurances of my highest consideration.

Yours faithfully,

(Signed) Peter HANSEN
Commissioner-General

The Chairman of the Board of Auditors
United Nations
New York
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I. FINANCIAL REPORT FOR THE BIENNIUM ENDED 31 DECEMBER 1995

Operations

1. The United Nations Relief and Works Agency for Palestine Refugees in the
Near East (UNRWA) provides education, health and relief and social services to
about 3.2 million Palestine refugees in five areas in the Near East. These
areas are Jordan, Lebanon, the Syrian Arab Republic and the West Bank and Gaza
Strip area. Its headquarters are in Vienna; headquarters branches are located
in Amman, Jordan, and Gaza.

2. During the 1994-1995 biennium, 819,052 children were enrolled in UNRWA’Ss
642 elementary and preparatory schools, served by 11,755 teachers. An
additional 119,956 pupils attended government and private schools at these
education levels and 57,880 students attended schools at the secondary level at
no expense to UNRWA. During the biennium, vocational, technical and pre-service
teacher training was provided in eight training centres, with a total enrolment
of 10,706 trainees and 549 instructors. Additionally, in-service training
courses were provided for 1,379 teachers through the education development
centres attached to each field office. At the university level, 1,752 students
benefited from the Agency’s scholarship programme. Total expenditure in the
biennium on the education programme amounted to $277.5 million against a
biennium budget of $309.1 million, representing about 47.7 per cent of the
Agency’s total regular budget.

3. The Agency’s health programme covers curative and preventive medical
gservices, which are provided through 122 health clinics. During the biennium,
12,921,616 visits were paid to these clinics by refugee patients for medical
consultations. Hospitalization is provided at heavily subsidized rates in 27
hospitals with which the Agency has special agreements. In Jordan these
services are provided through a cash reimbursement scheme. During the biennium,
249,440 bed days were utilized by refugees in contracted hospitals.
Environmental health services are also part of the health programme, as is the
supplementary feeding programme for pre-school children, pregnant women and
nursing mothers. Total expenditure in the biennium on the health programme
amounted to $102.5 million against a biennium budget of $118.9 million,
representing about 18.3 per cent of the Agency’s total regular budget.

4. The Agency’'s relief and social services provide socio-economic support for
the most disadvantaged of the Palestine refugees and facilitate self-reliance.
At the end of 1995, 181,383 refugees were enrolled in the special hardship
programme, representing 5.6 per cent of the total registered refugee population.
They belonged to 45,567 families, an average of four persons per family
receiving "special hardship" assistance, consisting of food, shelter repair,
selective cash grants for those in extreme distress, preferential access to
vocational and teacher training and small grants or loans to establish
individual or group self-support projects. The social services comprise family
cagsework {counselling and support to solve socio-economic problems), poverty
alleviation projects and related skill-training, women’s programmes, community-
based rehabilitation of the disabled and projects to develop community
facilities, especially for children and youths. These services are open to all
eligible refugees. Total expenditure in the biennium on the relief and social
services programme amounted to $58.3 million against a biennium budget of

$64.6 million, representing about 10 per cent of the Agency’s total regular
budget.




5. In support of the three substantive programmes described above, the Agency
provides supply and transport, architectural and engineering services for
construction and maintenance, and administrative services, which together
accounted for the remaining 24 per cent of the Agency’s total regular budget.

6. UNRWA operates an emergency-related fund titled Extraordinary Measures in
Lebanon and the Occupied Territory (EMLOT). In the biennium, UNRWA received
over $20.8 million in cash and in-kind contributions to EMLOT, but expended
almost $28.4 million. The over-expenditure of $7.6 million, together with the
balance brought forward from 1993, resulted in a deficit by the end of the
biennium of $17.8 million. The accounts for this fund are shown in

statements XII and XIII.

7. The Expanded Programme of Assistance (EPA) was set up in addition to the
immediate measures that the Agency had undertaken in response to the situation
arising from the intifadah and the Israeli countermeasures. The Agency
requested and received special contributions for improving the infrastructure in
the West Bank and Gaza Strip area shelter rehabilitation in new or expanded
sewage systems in the camps, and to some limited extent for providing the Agency
with better facilities to run its education, health and relief and social
programmes in the West Bank and Gaza Strip area. In the biennium, 89 projects
were under implementation and expenditure amounted to $17.4 million was
incurred, leaving $5 million available at the end of 1955. However, it is
anticipated that this programme will be phased ocut and replaced by the Peace
Implementation Programme. The accounts for EPA are contained in statements XIV
and XV.

8. Following the historic signing of the Declaration of Principles on Interim
Self-Government Arrangements, by the Government of the State of Israel and the
Palestine Liberation Organization (PLO) on 13 September 1993, UNRWA initiated a
new programme, entitled the Peace Implementation Programme (PIP). The programme
was developed in close consultation with the Agency’s Advisory Commission, majoxr
donors and the Palestinian leadership and was officially launched by the
Commissioner-General on 6 October 1993. Under this programme, the Agency has
begun to undertake special construction and development projects in the West
Bank and Gaza Strip, addressing the needs of Palestine refugees in education,
environmental health, primary health care, income generation and social
services. The programme also targets similar needs of Palestine refugees
residing in Jordan, Lebanon and the Syrian Arab Republic. Projects developed
under the programme respond to objectives identified by the Secretary-General’s
Task Force on Economic and Social Development of the Gaza Strip and Jericho.

The programme forms part of the United Nations integrated approach in support of
the transition period in the West Bank and Gaza Strip and will replace the
Expanded Programme of Assistance, which will be gradually phased out. At

31 December 1995, total pledges for the Peace Implementation Programme amounted
to over $152.6 million. The accounts for this programme are contained in
statements XVIII and XIX.

9. The quality and adequacy of hospital services in Gaza have deteriorated to
a level considered to be far from acceptable by international standards. In
1990, the Commissioner-General launched an appeal for funds to construct a
232-bed general hospital to provide much needed additional hospital beds and
other health services such as outpatient, diagnostic, therapeutic and supporting
services. During the biennium, the Agency received $11.0 million. The accounts
for the Gaza General Hospital Fund are shown in statements XVI and XVIT.



10. The General Assembly, in its resolution 48/40 A of 10 December 1993,

inter alia, requested that the headquarters of UNRWA should be transferred as
soon as practicable to its area of operations. The Secretary-General has
directed that action be taken so that the move of UNRWA headquarters from Vienna
to its area of operations, Gaza, may be achieved promptly and efficiently. The
Agency has prepared detailed plans to implement the instructions of the
Secretary-General and the request of the General Assembly and planned to
transfer its headgquarters to Gaza on ox about 15 July 1996.

Biennium budget and expenditure

11. The financial statements and schedules in chapter V show the financial
results of the Agency’s operations. At the end of that chapter, notes to the
financial statements explain the Agency’s accounting policies and give
additional information on the individual statements and schedules.

12, The following paragraphs summarize the financial results for the biennium.
As for previous accounting periods, UNRWA'’s accounts will be published, in a
summarized version, highlighting the Agency’s financial results for 1994-1995.

13. Statement I shows the budget for the biennium 1994-1995 (the planned
expenditure for those two years) and the actual expenditure.

14. The statement shows the grand total of all the Agency’s activities. They
are contained in different sub-budgets, starting with the General Fund, which
comprises the different services, and continuing with funded ongoing activities
and other activities. A graph showing the different sub-budgets, their status
and their connection to each other is included. It should be noted that, for
1956-1997, the Agency has adopted a simplified budgetary format.

15. The Agency’s budget as detailed in statement I is the operating budget for
the biennium 1994-1595. It consists of the following elements (in millions of
United States dollars):

Regular budget 647.8

Extraordinary Measures in Lebanon and the

Occupied Territory (all funds) (EMLOT) 35.1
Expanded Programme of Assistance (EPA) 23.1
Gaza General Hospital 24.6
Peace Implementation Programme (PIP) 119.9
Headquarters relocation to Gaza 3.5

854.0

16. The figure for the regular budget includes $9 million budgeted for various
capital and special projects on the basis of funds received before the year but
not spent by the end of 1995. The reason for including these budgetary
provisions is to enable meaningful comparisons to be made between the budget and
expenditure figures also under the heading of capital and special projects.




17. The budget figure for the Expanded Programme of Assistance (EPA) consists
of allotments set up on the basis of the funds received from 1988 to 1995 in
response to various appeals made by the Agency to solicit special contributions
for projects aimed at improving the living conditions of the refugee population,
mainly in the West Bank and Gaza.

Financial results

18. UNRWA's General Fund ended the biennium with an excess of income over
expenditure of about $15.7 million.

19. The Working Capital of UNRWA is not a statutory operating reserve but is
the balance remaining in the General Fund after liabilities are deducted from
assets. The working capital account is used for three purposes: (a) to meet
temporary, current year imbalances in cash flow, (b) to fund unforeseen needs
and (c¢) in the event of a substantial reduction in the Agency’s programme, to
meet any extraordinary liquidating liabilities. The working capital was
increased in the biennium by $15.7 wmillion, the excess of income over
expenditure, and therefore roge from $5.5 million to $10.2 million. {Pledges
made by several donors for 1995 were not received until early 1996. The
accounting principles of the Agency require that those contributions be recorded
when they are received. Of those outstanding pledges, $3.8 million were
subsequently received.)

20. Statement III shows the Agency’'s working capital, as well as all other fund
balances. It should be noted, however, that these other balances are earmarked
for special purposes and would therefore not be available to cover part of the
costs of the Agency’s core programmes, if such a need should occur.

21. The results for the biennium show, as previously stated, a surplus of

$15.7 million, and, as at 31 December 1995, the working capital of the Agency
was $10.2 million. It should be recalled, however, that reserves were set aside
which could be treated as part of the working capital. With this, the Agency’'s
revised working capital as at 31 December 1995 would increase by $8.3 million to
$18.5 million. On the other hand, the working capital may have to be decreased
by the following items:

(a) Funded ongoing activities are projects that are part of the core
programme of the Agency, a designation used because the Agency has tried to
obtain specific donations for the individual components. This has been
moderately successful. At 31 December 1995, the accumulated deficit for funded
ongoing activities was $1.9 million. If donations cannot be obtained, this
deficit, or part thereof, will have to be absorbed by the working capital of the
General Fund.

{b) The accumulated deficit at the end of 1995 for the EMLOT programme of
$17.8 million has to be funded, and the only source is the working capital of
the General Fund.

{c) In addition, there are two projects in the EPA programme and one
project in the Gaza General Hospital programme that have a combined accumulated
deficit as at 31 December 1595 of $6.1 million. This deficit has to be funded,
and, again, the working capital of the General Fund is the only source.

(d} The Agency is committed, from 1 January 1996, to set aside each
biennium a certain amount so that over a given period there will be sufficient

-4~



funds to cover termination payments to staff when the Agency is dissolved. The
working capital fund of the Agency is not in a position to absorb this
commitment.

22, Statement IV sghows that the Agency had approximately $84 million in cash on
hand at the end of 1995. This reflects the fact that UNRWA received a
considerable amount of funds for the Peace Implementation Programme which it was
not able to spend in the same period. This does not depict a surplus but shows
mainly funds that are earmarked for projects in the current and coming years.

23. Statement V shows income and expenditure for the General Fund alone (see
also statement II). Statement VI shows assets and liabilities for the General
Fund (see also statement III). Schedule I shows expenditure of the General Fund
in more detail, schedule 2 shows contributions in cash, schedule 3 contributions
in kind and schedule 4 miscellaneous income; schedule 5 shows adjustments to
thoge accounts. Schedule 6 shows income from sales of various production units.

24, Statements VIII to XXI and the schedules that complement those statements
show income/expenditure and assets/liabilities for each of UNRWA'S sub-budgets.
These sub-budgets and their relation to the regular budget are shown in the
graph that follows. Again, cash and in-kind contributions are shown. The
tables go into some detail to show donors what happened to their funds earmarked
for special projects.

25. The accounts of the Area Staff Provident Fund are shown in statements XXII
to XXIV. The total assets of the funds rose from £732.6 million to

$745.9 million. ©Net investment income for the biennium was $86.7 million,
compared to $142.8 million for the previous biennium.
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II. REPORT OF THE BOARD OF AUDITCRS

Introduction

1. The Board of Auditors has audited the financial statements of the United
Nations Relief and Works Agency for Palestine Refugees in the Near East (UNRWA)
for the period 1 January 1994 to 31 December 1995 in accordance with General
Assembly resolution 74 (I) of 7 December 1946 and article XII of the Financial
Regulations of UNRWA. 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 with the Comron Auditing Standards of 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 of material misstatement.

2. The audit was conducted primarily to enable the Board to form an opinion as
to whether the expenditures recorded in the biennium 1994-1995 had been incurred
for the purposes approved by the governing bodies; whether income and
expenditures were properly classified and recorded in accordance with the
Financial Regulations and Rules; and whether the financial statements of UNRWA
presented fairly the financial position as at 31 December 1595 and the results
of the operations for the period then ended. The audit included a general
review of financial systems and internal controls and a test examination of
accounting records and other supporting evidence to the extent the Board
considered necessary to form an opinion on the financial statements.

3. In addition to the audit of the accounts and financial transactions, the
Board carried out reviews under regulation 12.5 of the United Nations Financial
Regulations and Rules. The reviews concerned the efficiency of financial
procedures, the internal financial controls and, in general, the administration
and management of UNRWA.

4. The audit was carried out at UNRWA's Vienna headquarters, its headquarters
branch at Amman and the field offices in the Syrian Arab Republic, the West Bank
and Gaza.

5. During the period under review, the Board continued its practice of

reporting the results of specific audits through management letters containing
detailed observations and recommendations to the Administration. This practice
helped to maintain an ongoing dialogue with the Administration on audit issues.

6. The present report covers matters which, in the opinion of the Board,
should be brought to the attention of the General Assembly. The Board’s
observations and conclusions were discussed with the Administration, whose
views, where appropriate, have been reflected in the report. The report is
divided into two parts, covering the audit of financial statements and
management issues, respectively. A summary of the Board’s main recommendations
and findings is reported in paragraphs 10 to 20. The detailed findings are
reported in paragraphs 21 to 34 and 36 to 69.




Foliow-up on actions taken on previous audit recommendations

7. Pursuant to General Assembly resolution 47/211 of 23 December 1993, the
Board has reviewed measures taken to implement its prior recommendations. The
Board noted that a number of effective measures were taken by the Administration
to implement the recommendations made by the Board in its audit repert for the
biennium ended 31 December 1993. Detailed actions taken and the comments of the
Board thereon are outlined in the annex to the present report of the Board.

Overall results

8. The Board’s examination disclosed that the recording of the unutilized
balance of $12 million of a cash contribution as income received in advance was
not consistent with the Agency’s policy of recognizing income on the cash basis
of accounting; and in-kind donations valued at $3.7 million received in the
biennium were omitted from the financial statements. These omissions were not
considered material to the accuracy of the financial statements as a whole.
Accordingly, the Board has placed an unqualified opinion on the financial
statements of UNRWA.

9. Programme management was on the whole satisfactory. However, one project,
the Irrigation Technology Project, discussed in paragraphs 44 and 45, was found
to have been implemented in a manner not consistent with the Agency’s programme
management procedures, especially in regard to monitoring and control of
expenditure.

Summary of recommendations

10. The Board recommends that the following corrective actions, presented in
order of priority, should be taken:

(a) An improvement in financial management is warranted in view of the
fact that the present balance in the working capital is not enough to discharge
fully its obligations. For example, fund-raising initiatives may be intensified
and monitoring and control of expenditure strengthened (see para. 25);

(b) The Agency should ensure strict adherence to its programme management
procedures on acceptance and disbursement of project funds, ag well as reporting
on them to assure donors of the effective utilization of their contributions
(see para. 54);

(c) In view of its implications for the General Fund’s cash flow, the
Agency may wish to review its policy of advance authorization of funds to
pre-finance projects prior to receipt of contributions, by limiting its
application and strengthening its monitoring. Meanwhile, to minimize the effect
of advance authorizations on the General Fund the Board recommends that:

(i) Advance authorizations should be given only in respect of projects
which are actually ready to take off;

(ii) The implementation of projects should be expedited to ensure speedy
reimbursements to the General Fund (see para. 69);

(d} For the purpose of transparency, the recording of an unutilized
balance of cash contributions as income received in advance is not consistent
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with the Agency’s policy of recognizing income on the cash basis of accounting.
In the future, cash contributions should be recognized as income in the year
they are received (see paras. 32 and 33);

{e) UNRWA’s involvement in any project should be at the very start of the
planning process to provide the necessary expertise in the development of a
feasible project plan and realistic implementation schedules to expedite project
delivery (see para. 58);

(£) Monitoring and reporting of deliveries of in-kind donations to Gaza
General Hospital should be effectively coordinated between headquarters, Vienna,
and the field office, Gaza, to facilitate their prompt accounting (see
para. 28);

(g) To improve planning with appropriate consideration for sustainability,
the Agency should develop a more effective system of consultation and
coordination with all parties concerned (see para. 62).

Summary of findings
Accounts and financial reporting

11. The operational results of the General Fund showed a surplus of

$15.7 million for the biennium ended 31 December 1995, compared to a deficit of
$37.4 million incurred for the prior biennium. Income from all funds exceeded
expenditure by $25.6 million {see para. 21).

12. The working capital of $18.5 million in the General Fund as at

31 December 1995 would be reduced to $10.2 million after the reserve of

$8.3 million earmarked for specific purposes is set against it. However, in the
absence of adequate donor contributions, the working capital cannot fund the
total deficit of $24.9 million on the other funds, thus indicating a precarious
financial position (see paras. 22 and 25).

13. The non-recording of three in-kind contributions received in the biennium
has resulted in the understatement of both income and expenditure of the General
Fund by $3.7 million (see para. 27).

14. Owing to the low price of flour and other utilization restrictions, a
donor’s cash contribution for the purchase of flour to feed Palestine refugees
could not be fully expended. Also, the recording of the unutilized balance of
$12 million as income received in advance is not consistent with the Agency’s
policy of recognizing income on the cash basis of accounting and did not ensure
transparency in financial reporting (see paras. 30 and 32).

15. Although the presentation of UNRWA’'s financial statements for the biennium
1994-1995 conforms to the United Nations System Accounting Standards, further
work is required to achieve full compliance in the future (see para. 34).

Provident Fund

16. Total assets of the Provident Fund increased by only 1.8 per cent to
$745.8 million as at 31 December 1995, from $732.6 million at 31 December 1993,
compared to a significant increase of 19.3 per cent in 1993 over 19391 (see
para. 38).




Programme management

17. The Groba Irrigation Technology Project was implemented without due regard
to the Agency’s programme management procedures, and as a result the project
suffered a number of deficiencies in project design, expenditure monitoring and
controcl and donor reporting (see para. 52).

18. [Inadequate consultation and coordination in project planning between UNRWA,
the implementing partners and major donors resulted in shortcomings such as,
over- and underestimation of resources, inadequate feasibility studies and
doubtful future sustainability of some projects under implementation (see
paras. 56 and 58).

19. 1In addition to internal causes of high staff turnover and unrealistic
implementation schedules, external factors such as difficulties in land
acquisition militated against timely and efficient project implementation (see
paras. 64 and 65).

20. Agreements with donors requiring UNRWA to pre-finance projects prior to the
payment of pledged contributions could have serious cash-flow implications for
the General Fund, due to the slow reimbursement procedure caused, principally by
implementation delays (see paras. 68 and 69).

Part I: Financial statements

Accounts and financial reporting
Operational results

21. The operational results of the General Fund showed a surplus of

$15.7 million for the biennium ended 31 December 1995, compared to a deficit of
$37.4 million for the previous biennium. Total income amounted to

$510.7 million against an expenditure of $495 million. The Agency recognizes
income from contributions (about 95 per cent of its total income) on the cash
basis of accounting; consequently, contributions are recorded as income only
upon receipt and not when due. Based on this policy, the total receipts of all
funds amounted to $704.4 million against an overall expenditure of

$678.8 million, resulting in a surplus of $25.6 million for the biennium. Total
receipts represented 82.5 per cent of the budgeted income of $853.9 million.

Working capital

22. The Agency’s working capital is not a statutory operating reserve; it is a
balance remaining in the General Fund after short-term liabilities are deducted
from current assets. The working capital as at 31 December 1995 was
$18,455,398. Included in the working capital are reserves earmarked for
specific purposes - emergencies, $6.5 million, and Gaza General Hospital
construction costs, $1.8 million - thus reducing the balance of the working
capital from $18.5 million to $10.2 million.

23. The balances at the end of the biennium of the Agency’s other funds was as
follows (in United States dollars):
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Funded ongoing activities (1 881 725)
Capital/special projects 4 0BO 602

Extraordinary Measures in Lebanon and the

Occupied Territory (EMLOT) (17 755 405)
Expanded Programme of Assistance {EPA) 5 027 962
Gaza General Hospital (5 244 508)
Peace Implementation Programme (PIP) 42 075 362
Headquarters relocation to Gaza 3 518 965

Total 29 821 255

24. Balances in the other funds of UNRWA, totalling $16.3 million at the
beginning of the biennium, increased to $29.8 million by 31 December 1995, due
largely to the low utilization of PIP contributions (62 per cent of total
receipts of $97.9 million was spent). The deficits for EMLOT ($17.8 million)
and Gaza General Hospital ($5.2 million) occurred because expenditures exceeded
receipts in large amounts. It is noted that fund balances are earmarked for
specific purposes and are not available for expenditure by the General Fund or
any other fund.

25. As analysed by the Agency in its financial report for the biennium
1994-1995, the working capital may have to be decreased by the accumulated
deficit balances amounting to $24.9 million on the other funds (funded ongoing
activities, $1.9 million; EMLOT, $17.8 million; and Gaza General Hospital,

$5.2 million) as no other funding source is immediately available. This would
effectively leave the revised working capital a deficit of $14.7 million. This
situation calls for improvement in financial management, especially by expanding
and intensifying fund-raising initiatives and strengthening the monitoring and
control of expenditure. ,

Non-recording of in-kind donations

26. In-kind donations in the form of equipment and material were received from
the Government of Denmark for the Gaza General Hospital project at various times
prior to the end of the biennium. These donations, valued at $3,737,388
{equipment, $2,506,938; materials for manufacturing doors, $780,000; and
material for manufacturing furniture, $450,450), were not recorded in the
accounts of the Agency for the biennium ended 31 December 1995.

27. As required by the Agency’s accounting procedures, appropriate
administrative purchase orders should have been issued for the items to enable
their proper values, totalling %$3,737,388, to be recorded as income and
expenditure simultaneously in the accounts. The Agency’s failure to record
these in-kind contributions meant that both income and expenditure figures for
the biennium were understated by $3.7 million.

28. The Administration accepted the Board’s recommendation to strengthen
coordination between headquarters and the field office to permit effective
monitoring, recording and reporting of deliveries of in-kind donations to Gaza
General Hospital. Also, for more accurate reporting in future years, the value

-11-~




of donations should be reflected in the financial statements. The
Administration is of the opinion that coordination with the field office will be
facilitated by the pending move of the Agency’s headquarters to Gaza.

Utilization and recording of cash contributions for purchase of flour

29. Under an agreement on the Food Aid Programme, UNRWA has submitted estimates
annually since 1993 to the Government of Japan for cash contributions for the
purchase of flour milled from American wheat for the benefit of Palestine
refugees in Jordan, the Syrian Arab Republic, Lebanon, Gaza and the West Bank.

30. Between June 1993 and September 1955, Japan paid $28,282,828 to UNRWA,
covering the three-year period 1993-1995, for the purchase of flour to feed the
refugees. By 31 December 1995, UNRWA had purchased only $16.3 million worth of
flour, leaving an unutilized balance of $12 million. The low utilization was
attributed to the low acquisition cost of flour and the fact that by the nature
of the contribution unutilized funds could not be used for any other purpose.

31. The Administration shared the concern of the Board on the underutilization
of the Japanese contribution for flour and agreed to explore with the donor
other means of ensuring effective utilization of this important contribution.
Meanwhile, the Agency is taking action to utilize the funds available to build
up a four-month buffer stock of flour for use in emergencies.

32. The treatment of the unutilized balance of the food aid contribution as
income for future years is not consistent with the fundamental accounting
principle of recognizing income in the year to which it relates. The balance
relates to paid pledges for 1994-1995 and should therefore be recognized as
income for the biennium 1994-1995. Consequently, the unutilized balance of
$12,017,214 recorded as income for future vears understated the total
contributions paid by Governments for the 1994-1995 biennium by this amount.
Similarly, the income received in advance in the statement of assets and
liabilities (statement ITII) was overstated by $12,017,214.

33. Por the purpose of transparency, and in line with the Agency’s policy of
recognizing income on the cash basis of accounting, cash contributions should be

recorded as income in the year they are received.

United Nations System Accounting Standards

34. The Board assessed the extent to which UNRWA's financial statements for the
1994-1995 biennium conform to the United Nations System Accounting Standards.
The review indicated that the presentation of UNRWA’s financial statements for
1994-1995 is generally consistent with the standards but that further work needs
to be done in the 1996-1997 biennium to bring the UNRWA financial statements
fully into line with those standards. The main areas for attention include:

(a) The presentation of the statement of income and expenditures and
changes in reserves and fund balances (gtatement II) should be improved to
disclose changes in reserves and fund balances which were omitted from the
current statement; and

(b} The statement of assets, liabilities and fund balances (statement III)

should be improved further to include the value of land and buildings. The
value of land and buildings of $641,680 was omitted from statement III.
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35. Although UNRWA explained to the Board that it is not its policy to
capitalize land and buildings, the Board considers that UNRWA should take steps
to apply the United Nations System Accounting Standards more closely.

Write-off of losses of cash, receivables and property

36. Losses reported to the Board for the biennium ended 31 December 1995
totalled $116,428, made up of cash ($17,575), equipment ($58,550), supply
handling losses ($40,290) and other losses ($13). The cash losses represent
uncollectable accounts receivable written off.

Ex gratia payments

37. In keeping with UNRWA's financial regulation 11.5, the Board was advised of
six ex gratia payments of $50,236 made during the biennium 1994-1995.

Part II: Management issues

Provident Fund investment portfolio

38. The Provident Fund investment portfolic, including investments held in
schillings at 31 December 1995, totalled $745,834,200, as follows (in United
States dollars):

Baring International, London 190 387 306
Bank Austria, Vienna 30 034 874
Creditanstalt Bankverein, Vienna 187 695 648
Paribas Asset Management, Paris 171 622 349
Warburg Asset Management, London 80 629 675
WorldInvest, London 37 960 962
State Street, Paris 41 023 293
Security lending/cash 802 192

Subtotal 740 156 299
Portfolio in schillings 5 677 901

Total 745 834 200

The total assets of the Provident Fund increased by only 1.8 per cent to
$745,834,200 as at 31 December 1995, from $732,601,708 as at 31 December 1993,
compared to a significant increase of 19.3 per cent in 1993 over 1991.

39. The Board’s audit further disclosed that UNRWA’s bond managers

underperformed against the benchmark in 1994, recording an average return of
-4.3 per cent against the market average return of -1.7 per cent.
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40. It was observed that, owing to their poor performance, the investment
contractas of three bond managers were terminated and new managers hired. an
investment performance report issued for the period ended 31 December 1994 on
the Provident Fund attributed the underperformance of the bond managers to
investment selection and currency hedging.

41. Internal control weaknesses noted by the Board, such as delays in checking
the global custodians’ monthly reports, are being remedied through the
establishment of a new post in the Provident Fund secretariat to assist in
handling the large volume of work in this area. 1In addition, a new procedure
aimed at eliminating delays in placing funds on.call accounts has been
introduced.

Programme management
The Peace Implementation Programme
Backaround information

42. UNRWA officially launched the Peace Implementation Programme (PIP) on

6 October 1993 in response to the signing of the Peace Accords on

13 September 1993. The main objective of the programme in the West Bank and
Gaza Strip was to target assistance to those areas where the beneficiaries
required significant short-term improvements. Under the programme the Agency
has begun to undertake special construction and development projects in the West
Bank and Gaza Strip, to meet the needs of refugees in education, environmental
health, primary health care, social services, and income generation generally in
the form of loans to small-scale enterprises. The programme also targets
similar needs of Palestine refugees residing in Jordan, Lebanon and the Syrian
Arab Republic.

43. The programme was implemented in two phases. As of February 1595, total
contributions and confirmed pledges for PIP projects in phase I (6 Octcber 1993~
29 September 1594) amounted to $93.9 million; those in phase II

(30 September 1994-1 March 1955) totalled a little over $9 million. A large
part of the contributions, $88.6 million (91 per cent), was to fund projects in
the West Bank and Gaza, with the remainder for Jordan, Lebanon and the Syrian
Arab Republic.

44. Among the PIP projects which a Government had offered to fund was a pilot
agricultural project - the Irrigation Technology Project. TUNRWA accepted the
Government’s contribution of $1.118 million as an in-kind donation to be
implemented through Groba, a private company, because UNRWA lacked the expertise
to implement this type of project.

45. Based on financial improprieties alleged to have been committed by an UNRWA
staff member in respect of funds donated for an agricultural pilot project in
the West Bank and Gaza Strip, the Commissioner-General requested the Board to
audit the implementation of PIP in the two areas. The audit was carried out
between March and May 1995 and the results communicated to the Commissioner-
General in August 1995. The Board’s examination covered the Groba Irxrigation
Technology Project, compliance with the Agency’s clearance procedures, and
project planning and implementation.
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Groba Irrigation Technology Proiect

46. In an earlier investigation of the Groba Irrigation Technology Project,
carried out at the request of the Commissioner-General, the Office of Internal
Oversight Services (OIOS) had come to certain conclusions about an UNRWA staff
member, former Director of Projects and Development. Following its examination
of the relevant documentation, the Board fully shares the following 0IOS
conclusions as set forth below:

(a) On two occasions (13 December 1993 and 10 June 1994), the former
Director had received two payments of $80,000 and $30,000, regpectively, from
the implementing agent, Groba, into his private account. The payments
constituted a private arrangement between the staff member and the company to
act as a cashier to undertake local disbursements on the company’s behalf in the
Gaza Strip. This arrangement of lodging project funds in a staff member’s
private bank account was improper regardless of whether or not there was any
personal benefit to the staff member;

(b) The staff member failed to disclose his ownership of the land which
was under consideration for the project and the consequent potential benefit to
him perscnally;

(c) As officer responsible for the project, the staff member requested the
transfer of a second instalment of funds (35 per cent) before the project had
been completed, contrary to the terms of the UNRWA-Groba agreement;

(d) The donor’s requirement for the presentation of audited accounts was
not complied with because the staff member, who was responsible for monitoring
the implementation of the project, failed to bring this request to the attention
of appropriate UNRWA officers.

47. Based on the above findings and the subsequent report of the Joint
Disciplinary Committee, the staff member was dismissed.

Non-compliance with Agency’s clearance proceduresg

48. 1In its audit of PIP, the Board examined the factors that may have
contributed to the improper management of the Groba project and concluded that
problems had arisen from non-compliance with the Agency’s existing programme-
management procedures,

49. The Groba project was a purely agricultural project, based on irrigation
technology for the implementation of which the Agency’s Projects and Development
Office did not have the necessary expertise. Further, the decision to accept
the contribution for the project as an in-kind donation to be implemented by a
third party was not consistent with the Agency’s clearance procedures since the
project was unrelated to the traditional programmes operated by the Agency over
the years.

50. The Agency’s clearance procedures require that first time drafts or
changes, revisions or new conditions requested by a donor should be cleared with
the Legal Department, the Finance Department and the Department of
Administration, depending on their respective functions. Such procedures also
require the External Relations Office to coordinate all clearance reguirements
within the Agency and to advise the donor accordingly.
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51. The audit disclosed that the staff member, in his role as Officer-in-Charge
of the External Relations Office and at the same time Chief of the Projects and
Development Office, should have ensured compliance with the clearance procedures
prior to acceptance of the contribution. However, the staff member failed to
obtain the required clearance.

52. As a result of non-compliance with the Agency’s own procedures, the Groba
project was implemented differently from other UNRWA projects in regard to its
project design, expenditure monitoring, control and reporting. Funds were not
recorded as UNRWA income but were treated as funds held for other organizations.
Consequently, normal Agency procedures with regard to contracting, procurement,
budgeting and expenditure control, as well as project monitoring on site, were
not observed. No adequate financial records were maintained by UNRWA except
what was recorded by the implementing agent, and it was thus not possible to
submit an annual report and audited accounts, as requested by the donor.

53. The Administration agrees, in hindsight, that the Agency should not have
accepted the contribution and passed it on to a third party without establishing
appropriate financial and administrative controcls. The Agency said it has
learned from this experience and will take steps to ensure that funds received
from a donor would inevitably be managed in accordance with the Agency’s
financial control procedures, rules and regulations.

54. The Board considers the management of this project a serious flaw in
project implementation. To forestall the recurrence of a similar gituation, the
Board recommends that the Agency should ensure strict adherence to its financial
control and programme management procedures on the acceptance and disbursement,
as well as reporting of project funds, to assure donors of the effective
utilization of their contributions.

Project planning

55. Thirty-eight projects valued at $52.2 million were selected for examination
to determine whether projects were planned and implemented in accordance with
the Agency’s established procedures and with due regard to economy and
efficiency. The selection was based on type of programmes (education, health
and environmental sanitation, and relief and social services), dollar value,
location and impact on refugees.

56. On project planning, weaknesses such as inadeguate consultation and
ccordination and unrealistic cost estimates were noted. Of the pledge of

$20 million made by a donor, $1.9 million was earmarked for funding health
projects in health institutions in Jerusalem. The beneficiary Health Council
decided to use the fund to construct a radiotherapy centre and this was
communicated to the director of UNRWA operations. The relevant UNRWA project
offices were not adequately consulted at the planning stage and, as a result,
there was no effective coordination between the various offices - the
Development Office, the Office of the Director of Health and the Field Health
Programme Office.

57. As a result of the failure to liaise with the relevant parties at the
inception of the project, the preliminary proposal lacked important componentsg
such as human resources development and training and running costs, thus raising
seriocus gquestions regarding the sustainability of the radiotherapy centre.

Also, additional funding was needed - the total estimated cost of the project
was $2.7 million but only $1.9 million was available.
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58. 1In another case, a project for establishment of a central public health
laboratory, estimated to cost $2 million, was formulated without prior
consultation with UNRWA. UNRWA was later requested by the donor to implement
the project. UNRWA expressed concerns that there was no adequate feasibility
study and that the project’s sustainability was doubtful. The Board is of the
opinion that UNRWA's involvement in any project should be at the very start of
the planning process to provide the necessary expertise in the development of a
feasible project plan to facilitate effective project implementation.

59. It was further observed that resources were overestimated by 44.2 per cent
on five projects in respect of construction of health facilities, environmental
feasibility studies and acquisition of vehicles. This would suggest that the
proposals were not based on realistic and verifiable assumptions. The
Administration, however, attributed the sharp drop in the actual requirements to
the downsizing of the original construction plans or an overestimation of
regources by some field offices.

60. UNRWA operates a school health education programme funded from the General
Fund with the objective of providing health services to children in the
elementary and preparatory schools as an integral part of its primary health
care programme. One Government is providing funding for a similar school health
education programme amounting to $276,678 for two years with the objective of
extending to the schools of the beneficiary Authority similar services being
offered in UNRWA schools.

61. It was observed that the cost estimates for this project included a high
recurrent cost of $167,034, or 60 per cent of the estimated cost of the project,
for two years. There would therefore be the need to look for alternative
funding after two vears.

62. To improve project planning with adequate consideration for sustainability,
it is necessary for the Agency to develop a more effective system of
consultation and coordination with all parties concerned.

63. The Administration welcomed the recommendation and told the Board that it
would ensure that adequate consultation and coordination is undertaken with all
parties before accepting contributions which have high recurrent costs in order
to ensure a project’s future sustainability.

Project implementation

{a) Delayed implementation

64. The Board noted that, at the time some projects were submitted and approved
by donors for funding, no confirmed lands were available. For example, for some
projects for which an agreement was signed with a donor in June 1994, confirmed
sites became available only in November 1994. Out of the five schools to be
constructed and equipped, tenders for the construction of four had not been
invited nine months after the signing of the agreement. Also, actual
construction had not started in respect of the construction of three health
posts at Yabad, Beit Our and Ein Arik ten months after the agreement. In the
case of the Nablus Polyclinic, co-funded by two donors, tenders were expected to
be ready only in mid-April 1995.

65. In addition to internal causes such as high turnover of staff and improper

estimating of time-frames, the Administration attributed the delays in
implementing projects to fregquent closures of the West Bank, which severely
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disrupted schedules for construction, consultancy services, tendering and
preparation of drawings. Also to blame were changes in sites occasioned by
owners reneging on agreements, necessitating re-design and re-drawing.

66. The Board acknowledges the difficulties in land acquisition and the
volatile security situation in the area. Nevertheless, a low utilization of
funds arising from delayed implementation of projects would undermine the
Agency’s capacity for programme delivery. The Administration endorsed the
Board’s recommendation that project implementation should be improved through
the establishment of realistic implementation schedules, taking into
congideration the special circumstances in the area. The Agency also
acknowledges the need to secure a site before a project proposal is submitted to
a donor for funding.

{b) Advance authorization of funds

67. In accordance with the Agency’s programme management procedures, an advance
authorization of funds is given by the Controller upon the signing of an
agreement between the donor and the Agency and when there is a need to initiate
implementation prior to receipt of funds from donors. Advance authorizations
are therefore meant to ensure speedy commencement of projects which might
otherwise be delayed.

68. As of 3 April 1995, total advance authorizations igsued amounted to

$51.6 milliion, cof which expenditure (ckligations and disbursements) totalled
$26.3 million, leaving a large unutilized balance of $25.3 million on hold in a
reserve. Total sums received from donors amounted to $19.3 million. The Agency
was therefore yet to be reimbursed with $7 million spent on projects on behalf
of donors.

63. The Board considers the release of funds through advance authorizations to
pre-finance projects prior to receipt of pledged contributions risky because of
its cash flow implications for the General Fund. It was also not apparent that
the stated objective of advance authorizations, namely to expedite project
implementation, was being realized. For example, the Board noted that UNRWA
advanced $17.9 million against a pledge of $20 million from one donor but nearly
nine months after the agreement was signed, UNRWA had obligated $6.5 million and
disbursged only $0.7 million from those funds. Under the agreement, the Agency
would be reimbursed only after the projects had been implemented and respective
disbursements made. This implies that the actual reimbursement due from the
donor was limited to $0.7 million. The Agency may wish to consider reviewing
this policy by limiting its application based on need to specified projects and
strengthening its monitoring. Meanwhile, to minimize the burden imposed on the
General Fund by advance authorizations, the Board recommended and the
Administration agreed that:

(a) Advance authorizations should be given only in respect of projects
which are actually ready to take off;

{b) The implementation of projects should be expedited to ensure speedy
reimbursements to the General Fund.

70. The Administration said that the Agency was aware of the risk to its cash
position but concurred in this arrangement because the donor’s rules and
regulations did not permit any other arrangement. The Administration further
stated that the Agency’s budgetary system provides the necessary controls to
minimize the effect on cash flow of advance authorization of funds.
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Internal audit

71. The two recommendations of the Board on the internal audit office of UNRWA
in its report for the biennium 1990-1991 concerned the need to increase coverage
of headquarters offices and departments and the avoidance of the use of internal
audit in line functions. The Board’s follow-up on the implementation of these
recommendations did not disclose the use of any of the internal auditors in line
functions. UNRWA now has two headquarters locations, in Vienna and Amman. The
internal audit coverage was found to be greater in Amman than in Vienna because
most of the headquarters offices and departments are located there. However,
coverage was not extensive but was limited to the review of specific activities
within the offices. The Board intends to conduct an in-depth review of the
adequacy of the internal audit function in UNRWA during the current biennium.

ages of fraud and presumptive fraud

72. UNRWA informed the Board of four cases of fraud that came to notice during
the biennium ended 31 December 1995. Three of these cases involved a loss to
the Agency of $74,484. The perpetrators of one of the three cases have not been
detected. The fourth case concerned the trading of confidential information by
staff members with contractors for commission payments. It was not possible to
determine the impact on the Agency of these irregular commission payments.

73. In all, the appointments of 17 staff members were terminated and five
others suffered various penalties. The Agency’s contribution of $43,558 was
deducted from one of the dismissed staff member’s total Provident Fund credits.
The staff member was also not paid separation indemnities, amounting to
approximately $15,000. The Agency has taken appropriate measures to strengthen
internal controls over the disbursement documentation and contracting
procedures.
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ANNEX

Follow-up on actions taken to implement the recommendations
of the Board of Auditors in its report for the biennium
ended 31 December 1993 a/

I. RECOMMENDATION 9o (a)

1. Programme delivery should be further improved through comprehensive project
planning, including adequate feasibility studies and the elimination of
avoidable delays in project execution.

Meagures taken bv the Administration

2. All field offices have been requested to adequately plan all projects and
prepare, where necessary, feasibility studies. To further improve project
planning, priority lists were introduced in November 1995 based on input from
each field office and in close coordination with the three programme
departments. Priority lists are updated every six months and are approved by
the Agency’s General Cabinet.

Comments of the Board

3. While acknowledging some improvement in project planning and delivery, the
Board’s audit of the Peace Implementation Programme in the current biennium
disclosed that deficiencies in project planning, including implementation
delays, persist. As discussed in the present report, further improvements are
required in this area.

II. RECOMMENDATION 9 (b)

4. Utilization of idle computers in the West Bank should be consistent with
the original purpose for which they were acquired. The Agency should also
establish a clear policy on the administrative use of programme equipment to
ensure efficient utilization of project funds.

Measures taken by the Adminigtration

5. Headquarters Instruction No. 4, on personal computer facilities, was
reissued in October 1994 with clear instructions on the acquisition and
implementation of project-related computers. West Bank computers in question
will be transferred back to the Department of Relief and Social Services as
originally intended.

a/ Official Records of the General Assembly, Forty-ninth Session,
Supplement No. 5C (A/49/5/Add.3), sect. II, para. 9.
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Comments of the Board
6. It was noted that Administrative Instruction No. 4 was issued to emphasize
the utilization of project-related computers. However, evidence is lacking to
confirm the effective use of the idle computers in the West Bank.

ITI. RECOMMENDATION 9 (c¢)
7. Property management and accountability should be emphasized as follows:

(a) Missing property items should be fully investigated to establish
personal responsibility for any losses;

(b) Adequate property records should be maintained;

{¢) Movements of items should be properly authorized and adequately
documented;

{d) Responsibility for the control of property should be formally
delegated to appropriate custodians.

Measgures taken by the Administration

8. The Agency has set up a Register of Fixed Assets and has an annual exercise
to confirm the physical existence of items appearing on the register.
Furthermore, all department heads have been reminded to notify the Supply
Division of any movements in the location of property. Investigations are
carried out until missing items are located or personal responsibility is
established. A complete inventory of Vienna headquarters is maintained on a
paradox application and is constantly updated. All equipment moved from Vienna
headquarters to Amman headquarters had been properly documented by means of
issuing value and locator cards. Custodial responsibilities are formally
delegated in accordance with the provisions of Organization Directive No. 12.

Commentsg of the Board

9. The recommendation has been implemented, although the inventory count for
the year ended 31 December 1995 had not been completed by April 199s6.

IV. RECOMMENDATION 9 (d)

10. The Agency should establish and enforce a clear policy on the ownership of
property acquired for projects through third-party contributions and donations.

o}

Meagures taken by the Administration

11. The Agency’s position is that ownership of such property resides with the
Agency. Only when the Agency decidesg that such property is of no value to the
Agency can ownership be transferred.
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Comments of the Board

12. The retention by the Agency of ownership of property acquired through
third-party contributions is consistent with the view of the Agency’s legal
adviser. The application of this policy by the field offices will be verified
in the Board’s future audits.

V. RECOMMENDATION 9 (e)

13. The Agency'’'s Motor Transport Technical Instructions should be reviewed to
include the payment of a reasonable compensation to the Agency as a cost-
recovery measure and to emphasize personal accountability for damage to
property.

Measures taken by the Adminisgtration

i4., The relevant Motor Transport Technical Instruction has been reviewed. The
Instruction currently allows staff to be charged up to a maximum of 10 per cent
of monthly salary if they are deemed negligent. If gross negligence is
involved, the total cost of the damage may be levied.

Comments of the Board

15. The 10 per cent compensation clause and full recovery in case of gross
negligence introduced by the Administration are yet to be applied to actual
gituations. Their application will be monitored in future audits.

VI. RECOMMENDATION 5 (f)

16. UNRWA headquarters should consult with the field offices in the procurement
of equipment meant for projects implemented outside headquarters.

Measuresg taken by the Administration

17. The Office of Projects and Development maintains close contact with and
cooperates fully with all field offices in the formulation of project proposals.
This was strengthened by the relocation to Jerusalem in September 1994 of the
Projects and Development Office, which is thus now based in the area of
operations closer to all the field offices which prepare project proposals based
on their own needs. Each proposal is reviewed by a number of relevant
departments and offices for clearance. Once all clearances have been obtained,
the Projects Office finalizes the proposal, which is then submitted to
interested donors by the Chief of the External Relations Office.

Commentg of the Board

18. The recommendation has been implemented. Its full effect will be closely
monitored in future audits.
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VII. RECOMMENDATION 9 (g)

19. Early action should be taken to ensure adequate segregation of duties and
responsibilities of the staff of the Computer Operations Unit to provide
agsurance of data integrity.

Measgures taken by the Adminigtration

20. The Administration has reported that the Information Systems Office is
making every effort to provide adequate segregation of duties and
responsibilities between development and operations staff. It has also
established new procedures and clear lines of authority between the two areas.
The Agency is of the opinion that data integrity is now adequately protected.

Comments by the Board

21. The recommendation has been implemented.
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ITI. AUDIT OPINION

We have examined the following appended financial statements, numbered I to
XXVI properly identified, the relevant schedules numbered 1 to 21, and the
supporting explanatory notes of the United Nations Relief and Works Agency for
Palestine Refugees in the Near East 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.

In our opinion, the financial statements present fairly the financial
position of the organization as at the end of the biemnium and the results of
its operations for the biennium 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 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 Relief and Works
Agency for Palestine Refugees in the Near East, as provided for in the Financial
Regulations.

(Signed) Osei Tutu PREMPEH
Auditor-General of Ghana

{Signed) Sir John BOURN
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
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IV. CERTIFICATION OF THE FINANCIAI STATEMENTS

29 March 1996
I certify that the appended financial statements of the United Nations

Relief and Works Agency for Palestine Refugees in the Near East, numbered T
to XXVI, are correct.

(Signed) Ulrich KALBITZER
Comptrollexr
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V. FINANCIAL STATEMENTS FOR THE BIENNIUM ENDED 31 DECEMBER 1935
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STATEMENT I

ALL FUNDS
Budget and expenditure for the biennium ended 31 December 1955
B e i S hionpiin ended 31 Decemher 1995
Budaet Expenditure
Cash In kind Total Cash In kind Total
GENERAL FUND

Education services
Elementary education 142 715 319 66 320 142 781 639 140 094 567 122 327 140 216 8954
Preparatory education 94 639 155 60 084 84 €99 239 91 804 938 64 731 91 869 669
Vocational and professional
training 22 530 353 1 355 651 23 886 004 19 101 722 710 355 19 812 077
Other activities 16 517 092 1108 586 17 625 §78 8 590 393 1 625 575 10 215 968

Subtotal 276 401 519 2_590 641 278 992 560 259 591 620 2 _522 988 262 114 608
Bealth services
Medical services 66 561 711 1 735 540 Sé 297 251 60 037 922 1 631 575 €1 665 487
Environmental sanitation 19 589 260 141 664 19 730 924 16 960 251 159 169 17 119 420
Nutrition and supplementary
feeding 253 271 - 253 271 241 643 - 241 643
Department of Environmental
Affairs 503 378 307 390 810 768 503 698 307 390 811 088

Subtotal 86 _S507 618 2 184 594 85 092 212 77 743 514 2_09%8 134 79 841 €48
Relief and social services
Relief gervices 19 503 82§ 24 942 823 44 446 649 18 719 420 23 844 895 42 564 315
Social services 3 363 2359 1100 3 364 333 2 765 170 522 2_766 092

Subtotal 22 867 125 24 9543 923 47 3811 048 21 484 590 23 845 B17 45 330 407
Genexal protection and
emergency services 1 106 776 - 1 106 776 1 103 716 = 1 103 716
Income generation 434 959 - 434 959 364 735 - 364 _735
Operational services
Supply and transport
sexrvices 30 621 425 11 486 103 42 107 528 29 362 463 885 555 30 248 028
Architectural and
engineering services 11l 864 1957 - 11 864 157 10 068 826 - 10 068 B2§

Subtotal 42 485 £22 i1i 486 103 53 971 725 39 431 289 885 565 40 316 854
Common services
General management 32 061 470 381 069 32 442 539% 29 760 488 304 632 30 065 120
Administrative services 58 217 991 4 706 58 222 597 35 126 687 432 35 127 119

Subtotal 90 279 461 385 775 90 665 236 64 887 175 305 064 65 192 239
Excess valuation a/ - - - - 753 041 753 041

Total, General Fund . 520 483 489 41 591 036 562 074 516 464 606 639 30 410 609 455 017 248

FUNDED ONGOING ACTIVITIES

Educaticn services 7 149 560 147 568 7 297 128 7 095 147 - 7 095 147
Health services 5 753 534 19 908 644 25 662 178 5 370 B89 16 508 B76 21 879 765
Relief and social services 599 148 14 368 514 14 967 662 533 434 12 091 s03 12 625 337
Income generation 43 355 - 29 353 - - -
Operational services 172 444 - 172 444 70 902 - 70 902
Common services 29 471 - 25 471 27 641 - 27 641

Total, ongoing activities 13 753 516 éé.i%ﬁ 726 48 178 242 13 098 013 28 600 775 41 698 792

2/ Excess valuation represents the difference between donors’ valuations and market value.
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Budget Expenditure
Cash In kind Total Cash In kind Total
CAPITAL AND SPECIAL PROJECTS
Funded
Education services 3 253 423 - 3 253 423 1 548 571 - 1 548 571
Health services 664 396 - 664 396 405 102 - 405 102
Relief and social services 155 437 - 155 437 117 330 - 117 330
Income generation 80 000 - 8C¢ 000 S 266 - 5 266
General protection and
emergency services 243 138 - 243 138 177 836 - 177 836
Operational services - - - - - -
Common services 329 055 - 329 0585 13 501 146 867 160 368
Total 4 725 449 - 4 725 4459 2 267 606 146 867 2 414 473
ded in prior years
Bducation services 7 474 819 - 7 474 B1is 6 744 730 - 6 744 730
Health gervices 808 522 - 808 522 356 450 - 396 450
Relief and pocial services 554 377 - 554 377 333 333 - 333 333
Income generation 24 350 - 24 350 {17) - {17)
Cperational services 83 gss8 - 83 g8s {13 349) - {13 349%)
Common services 114 337 - 114 337 10 170 - 10 170
Total S 060 293 - 9 060 293 7 471 317 = 7 471 317
Unfunded
Education services 11 $09 231 - 11 %05 231 - - -
Health services 2 555 pgoo - 2 555 000 - - -
Relief and social services 991 364 - 991 364 - - -
Operational services 1 165 00O - 1 165 000 - - -
Common services 7 142 68% - 7 142 689 - - -
Total 23 763 284 - 23 763 284 - = -
Total, capital and
special projects 37 549 026 - 37 549 028 9 738 523 146 867 S 885 750
Total, regular programme 571 786 022 76 015 762 647 801 784 487 443 575 59 158 25835 546 601 830
EESaa S a1 b i 4 EETCTI——— e - —— ] e e
Bxtraordinary Measures in
Lebanon and the Occupied
Territory (all funds) 21 526 247 13 158 006 35 084 253 17 202 413 11 152 565 28 354 978
AT TS e e = T—— e b
Expanded Programme of
Assistance 23 122 507 - 23 122 907 16 939 B4l 410 671 i7 350 512
A b — S N——LY == S
Gaza General Hospital w2t lCell] e 224378043 22, 044 698 - .22 044 698
Peace Implementation
Programme ;19 845 972 - 119 845 972 60 936 658 - 60 936 658
Headquarters relocation to
Gaza 3 52B 265 - 3 528 265 3 S22 117 - 3 522 117
e ] - ] . ———— - — 3 — ===
Grand total Z8L 785 62 82,073.68 8§53 959 230 608 089 302 70 721 491 678 810 793
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STATEMENT IV

ALL FUNDS

Licuidity position (consolidated) as at 31 December 1995

(United States dollars)

Sources of funds
Excess of income over expenditure 25 642 264

Add (deduct) prior years’ adjustment to

fund balances 3 544 113 29 186 377

Add increase in income in advance 3 583 731

Add increase in goods in transit 12 023 025

Add increase in accounts payable 3 961 825
48 754 958

Application of funds

Increase in inventory 484 386

Increase in accountg receivable 6 055 432

Increase in dues from Provident Fund 120 763

Decrease in unliquidated obligations 189 823

Decrease in carry-forwards ‘ 6 821 702 13 672 106

Net cash inflow/ (outflow) 35 082 852

Cash at beginning of period 48 883 185

Cash at end of period 83 966 037
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STATEMENT V

GENERAL FUND

Income and expenditure for the biennium

de

{United States dollars)

1 Decembexr 1995

1992-1993

1994-1955

Cash

In kind

Total

409 308 828

11 650 303

5 381 358

12 706 110

439 046 559

476 4695 369

{37 422

770}

(37 422

770)

INCOME

Payments and
deliveries received
{schedules 2 and 3)

Miscellaneous
income {schedule 4)

Adjustments to
prior years’ income
and expenditure
{schedule 5)

Exchange rate gains

EXPENDITURE

General Fund
{schedule 1}

Gross surplus/
{deficit)

Less other
adjustment

Reserve for
emergencies and
other contingencies

Net surplus/
{deficit)

463 610

17 829

(856

(302

231

171

412)

187)

30 410 609

494 020

17 829

{856

{302

840

171

412}

197}

480 280

464 606

793

639

30 410 609

30 410 609

510 691

495 017

402

248

15 674

154

15 674

154

15 674

154

15 674

154
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STATEMENT VI
GENERAL FUND

Agsets and liabilities as at 31 December 1995

(United States dollars)

1992-1993 1994-1995
ASSETS
13 093 242 Cash on hand and in banks 19 256 719
Accounts receivable 25 575 468
Less: provision for uncollectible (14 352 223) 11 223 245
amounts
1 124 930 Prepaid expenses and advances to 1 934 256 1 934 256
suppliers
1 384 289 Production units inventory 1 868 675
22 056 782 Due from project funds (statements 32 3695 860
IX, XIII, XV, XVII and XIX)
Food commodities loaned 92 831
42 121 253 66 745 586
LIABILITIES AND RESERVES
Liabilities
8 792 812 Accounts payable 9 805 527
2 791 528 Provision for unliguidated 2 829 308
obligations
5 126 857 Provision for goods in transit . 15 179 082
11 342 439
3 B36 643
9 299 745 Provision for items carried forward 3 684 236
to next year
13 195 387 Income received in advance 16 779 118
133 680 Due to Area Staff Provident Fund 12 917
39 340 009 48 290 188
Reserves
{5 518 75s6) Working capital/operating reserve 10 155 398
(statement VII)
6 500 000 Emergencies and other contingencies 6 500 000
1 800 000 Non-construction costs - Gaza 1 800 000
General hospital
42 121 253 66 745 586
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STATEMENT VII
GENERAIL FUND

¥Working capital (operating reserve) for the biennium

ended 31 December 1995

(United States dollars)

1992-1593 1594-1995

33 704 014 Opening balance (5 518 756)
Add/ (legs) :

(37 422 770) Net surplus/(deficit) 15 674 154

{1 800 000) Reserve for non-construction costs, Gaza
General Hospital

(5 518 756) 10 155 398
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SCHEDULE 1

GENERAIL: FUND

Expenditure for the biennium ended 31 December 1985

{United States dollars)

Programme Cash In kind Total
EDUCATION SERVICES
Elementary education 140 094 567 122 327 140 216 854
Preparatory education _ 91 804 938 64 731 91 869 669
Vocational and profegsional
training
Training conducted in UNRWA centres
Gaza Vocational Training Centre 3 690 429 50 825 3 741 254
Siblin Training Centre 2 882 891 24 072 2 906 963
Damascus Vocational Training Centre 2 171 632 119 112 2 2590 744
Wadi Seer Training Centre 3 522 703 25 414 3 548 117
Amman Training Centre 2 484 0867 25 069 2 509 1386
Kalandia Vocational Training Centre 3 001 240 26 290 3 027 530
Ramallah Training Centres 54 286 60 938 115 224
Training subsidized outside UNRWA
gentres
Trade training 3 942 - 3 942
University education
University scholarships - Gaza 152 000 - 152 000
University scholarships - Lebanon 19 800 - 19 800
University scholarships - Syrian
Arab Republic 43 800 - 43 800
University scholarships - Jordan 222 000 - 220 000
University scholarships - West Bank 85 000 - 85 000
Placement services 108 613 - 108 613
Common training costs €659 319 378 635 1 037 954
Other activities 8 590 393 1l 625 575 10 215 968
591 620 2 522 988 262 114 608

Total, education services 259
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Programme Cash In kind Total

HEALTH SERVICES

Medical sexrvices

Pharmacy services 677 436 9 845 687 281
Laboratory services 2 287 877 23 000 2 310 877
Health services 28 466 805 252 704 28 719 509
Maternity centres 557 807 12 142 569 549
Mental health 440 702 - 440 702
Dental care 2 499 668 - 2 493 668
School health services 702 495 - 702 495
Health education 547 912 - 547 912
General hospitals 13 953 078 12 038 13 965 116
Qalgilia Hospital 1 283 176 & 085 1 299 261
Augusta Victoria Hospital 4 817 211 - 4 817 211
Administration 3 685 692 1l 315 761 5 001 453
Other costs 108 063 - 108 063
Environmental ganitation
Surface water drainage 466 883 - 466 883
Refuse and sewage disposal 14 606 267 337 14 606 604
Water supply 968 730 155 668 1 124 3388
Insect and rodent control 212 738 - 212 738
Administration 656 916 - 656 3816
Maintenance of premises - - -
Other costs 48 717 3 164 51 881
Nutrition and supplementary feeding 241 643 - 241 643
Environmental affairs 503 698 307 39¢ 811 o088
Total, health services 77 743 514 2 088 134 79 841 648
RELIEF AND SCCIAL SERVICES
Relief services
Cost of supplies and related
distribution 9 602 179 23 649 402 33 251 581
Quality control 76 038 5 558 81 596
Eligibility and registration 1 952 387 206 1 952 593
Camp services 122 161 172 390 294 551
Administration 6 939 044 17 339 6 956 383
Other costs 27 611 - 27 611
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Programme Cash In kind Total
Scocial services
Social casework - - -
Community development 25 789 - 25 789
Ingstitutional training and care 165 332 - 165 332
Skill training 285 678 875 286 553
Women’s activities 1 564 734 47 1 564 781
Community centres for the disabled 254 858 - 254 858
Income-generating projects 468 779 - 468 779
Total, relief and social
services 21 484 590 23 845 817 45 330 407
GENERAL PROTECTION AND EMERGENCY
SERVICES 1 103 716 - 1 103 716
INCOME GENERATION 364 735 - 364 735
OPERATIONAL SERVICES
Supply and transport services
Purchase of supplies for inventory 1 794 090 565 711 2 359 801
Supply warehousing 7 885 195 285 168 8 170 363
Vehicle maintenance 1 881 667 74 1 881 741
Pasgsenger transport 7 047 780 - 7 047 780
Freight transport 3 722 553 34 430 3 756 983
Port operations 1 434 739 - 1 434 739
Administration 5 504 523 182 5 504 705
Other costs 91 916 - 91 S16
Architectural and engineering
services 10 068 826 - 10 068 826
Total, operational services 39 431 289 885 565 40 316 854
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Programme . Cash In kind Total

COMMON SERVICES

neral management

Agency administration 2 072 314 222 869 2 295 183
Field office administration 5 864 896 - 5 864 B96
Area administration 2 999 148 81 763 3 080 911
Camp services administration 1 298 093 - 1 298 093
Public information services 4 260 502 - 4 260 502
External relations 1 742 892 - 1 742 892

Programme planning and evaluation
services 754 243 - 754 243
Internal and external audit services 1 282 s80 - 1 282 980
Legal services 2 625 868 - 2 625 868
Protective sexrvices 4 152 414 - 4 152 414
New York Liaison Office 474 277 - 474 277
Cairo Office 99 006 - 99 006
Project unit 1 482 723 - 1 482 723
Provident Fund secretariat 651 089 - 651 089
Other costs 43 - 43

Administration

Administration and human resources 4 969 160 - 4 9569% 160
Administrative services 14 856 892 432 14 857 324
Finance services 11 184 880 - 11 184 880
Information systems office 7 892 469 - 7 892 469
Information systems strategy 1l 852 964 - 1l 852 964
Compensation and management services 1 660 110 - 1 660 110

Recruitment and staff development
division ' 1 510 183 - 1 910 183
Joint Appeals Board S0 220 - 90 320
Income from programme support costs (9 290 291} - {9 290 291)

Other costs - - -

Total, common services 64 887 175 305 064 65 192 239
Excess valuation - 753 041 753 041
Grand total 464 606 639 30 410 609 495 017 248
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SCHEDULE 4

GENERAL FUND

Miscellaneous income for the biennium ended 31 December 1995

{United States dollars)

Description Amount

Bank interest 10 080 696
Sale of empty containers 50 174
Disputed and reserved claims refunded 2 923 399
Reimbursement of Area Staff Provident Fund
administration costs 1 279 821
Profit on income-producing activities (schedule 6) 29 444
Overheads recovered on procurement for other parties 20 956
Share of profit on insurance policies 31 843
Sale of used vehicles and equipment 94 972
Other sources 3 317 868

Total 17 823 171
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SCHEDULE 5

GENERAL FUND

Adjustments to prior vears’ income and expenditure

for the biennium ended 31 December 1995

(United States dollars)

Description Amount
Adjustments to prior years’ expenditure (2 590 725)
Savings prior years’ carry-forwards 1 165 265
Accounts payable and liabilities 482 459
Provident Fund benefits {49)
Savings -from goods-in-transit expenditure | 86 638

Total (856 _412)
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SCHEDULE &
GENERAL FUND

Production and sales for the biennium ended 31 December 1595

(United States dollars)

Embroidery Carpentry Printing Contracting

Accounts Centre Unit Unit Section Total
Sales 277 427 2 011 708 158 954 1 847 831 4 295 920
Coste of sales 273 492 1l 658 297 340 880 1 993 807 4 266 476
Profit (loss) 3 835 353 411 {181 926) {145 976} 29 444
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STATEMENT X

EXTRAORDINARY MEASURES IN LEBANON AND THE OCCUPIED TERRITORY

UNRESTRICTED FUND

ndituxr r t ium ended ember 199
{United States dollars)
1994-1985
1993 Description Cash In kind Total
INCOME
{Payments and deliveries received)
{schedules 9 and 10)
7 4592 503 Governments 220 591 3 936 793 4 157 384
1 053 261 Intergovernmental organizations 350 038 - 350 039
651 504 Non-governmental organizations - 119 946 119 946
37 082  Other sources - 14 235 14 235
9 234 350 Total 570 630 4 070 974 4 641 604
EXPENDITURE
11 177 446 staff costs 5 200 318 - 5 200 318
‘25 B899 Miscellaneous supplies 85 748 2 138 © 87 887
84 409 Medical supplies 16 186 - 16 186
685 701 Spare parts and lubricants 20 - 20
& 299 417 Food commodities - 4 068 835 4 068 835
1 638 Fresh food - - -
241 433 Miscellaneous equipment 13 228 - 19 228
35 676 Rent, water and electricity - - -
1 193 309 Construction, furniture and equipment 694 394 - 694 394
286 5%4 Travel costs $9 161 - 99 161
17 832 Poat, telegraph and telecommunications 23 815 - 23 815
32 315 Freight and port services 308 - 305
1 571 384 Contractual services 413 655 - 413 695
1l 186 €64 Subgidies 1 788 173 - 1 799 173
22 83%9% 717 Total 8 352 043 4 070 974 12 423 017
(13 665 367) Excess of income over expenditure (7 781 413) - {7 781 413)
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STATEMENT XI

EXTRAORDINARY MEASURES IN LEBANON AND THE OCCUPIED TERRITORY

UNRESTRICTED FUND

Assets and liabilities as at 31 December 1595
L= od ssapllities as at 31 December 1995

(United States dollars)

1593 Description 1994-1995
ASSETS
- Cash on hand and in banks -
365 Prepayments -
365 -
E _—————— — —— b ]
LIABILITIES
236 813 Accounts payable 210 400
Provision for unliquidated
235 030 obligations 154 466
363 47s Provision for carry-forwards 182 2098
74 049 Provision for goods-in-transit 56 326
- Income received in advance -
7 753 356 Due to General Fund 15 756 6397
8 662 724 16 360 098
FUND BALANCE
{1 696 3944) Balance 1 January 1991 {8 662 359)
Add:
6 746 0S50 Fund adjustment 83 674
5 049 106 (8 578 685)
Less:
(13 711 465) Excess of expenditure (7 781 413)
{8 662 359) (16 360 098)
365 -
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STATEMENT XXII

AREA STAFF PROVIDENT FUND

Income distribution account for the biennium
ended 31 December 1985

{United States dollars)

1993

1995

69 030 524

128 421 460

{59 390 936)

142 134

831

690

787

142 966

477

865

261

511

102

1 126

613

141 8395 864

82 448 928

4 810 913

77 638 015
]

Opening balance
Deduct :

Interest credited to
participants’
accounts

Add:

Net investment income

{(schedule 16)

Income from loans

Less:

General
adminigtration
expenses

Loan scheme
administration
expenses

Net income for the
biennium

DPeduct:

Interest paid on
credits withdrawn
during the biennium

Closing balance

85 999 707

424 755

i 019 819

365 458

86 424 462

1 385 277

77 638 015

67 1639 396

10 468 619

85 035 185

95 507 804

3 978 080

91 529 724
T ——
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STATEMENT XXIII

AREA STAFF PROVIDENT FUND

Imallocated surplus account for the biennium ended 31 December 1995

{United States dollars)

1993 19585
2 886 Cleosing balance 2 886
b
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Asgets and liabilities ag at 31 December 1995

STATEMENT XXIV

AREA STAFF PROVIDENT FUND

(United States dollars)

1893 1995
ASSETS
Investments:
187 514 9529 Baring International, London 190 387 306
0 Bank Austria, Vienna 30 034 874

104 563 407 Creditanstalt Bankverein, Vienna 0
97 153 744 Fiduciary Trust, London 187 695 648
94 385 338 Paribas Asset Management, Paris 171 622 349
95 408 789 Warburg Asset Management, London 0

0 Deutsche Bank, Frankfurt 80 629 675
114 216 509 WorldInvest, London 0
33 977 786 Lombard Odier & Cie, Geneva 37 960 962
0 State Street, Paris 41 023 293
301 518 Security lending/cash 802 192
727 522 020 Total 740 156 2959
LIABILITIES
Continuing participants’ credits:

155 802 984 Gaza and Cairo 158 255 586
53 777 056 Lebanon 58 409 593
48 963 472 Syrian Arab Republic 52 394 495
88 161 626 West Bank 86 115 476

200 833 296 Jordan 204 449 163

4 357 882 UNRWA headquarters branch, Amman 5 748 149
15 582 226 Headguarters, Vienna 13 327 463
571 878 542 578 699 925
Retirees’ credits:
20 390 609 Gaza and Cairo 19 565 278
1 256 273 Lebanon 570 836
26 804 469 Syrian Arab Republic 15 950 508
14 109 171 West Bank 12 744 168
4 171 015 Jordan 4 326 701
1 208 487 UNRWA headquarters branch, Amman 1l 307 4458
6 389 281 Headquarters, Vienna 8 065 360
74 329 305 62 530 300
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1983 1995

3 787 €83 Ex-participants’ credits 7 508 276

{114 411) Due from UNRWA General Fund (115 812)

77 638 015 Income available for distribution 91 529 724

(statement XXII)

2 886 Unallocated surplus (statement XXII) 2 886

81 314 173 98 926 074

727 522 020 Total 740 156 299

T ——— . b — e )
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SCHEDULE 17 {continued)

AREA STAFF PROVIDENT FUND

Percentage breakdown of investment balances as at 31 December 1395

Paribas Lombard
Baring Bank Piduciary Deutsche Asset Odier & State
International, Austria, Trust, Bank, Management, Cie, Strest,
London Vienna London Frankfurt Paris Geneva Paris Total
Burope 22 18 i9 12 17 4 21 18
Pacific Basin 3 0 7 0 4 10 7 4
North America 75 82 74 88 73 81 72 78
Total 102 100 100 100 100 100 lgO lgg
i
AREA STAFF PROVIDENT FUND
Percentage breakdown of investment by type {market value) ag at 31 December 13895
Paribas Lombard
Baring Bank Fiduciary  Deutsche Asset Odier & State
International, Austria, Trust, Bank, Management, Cie, Street,
London Vienna London FPrankfurt Paris Geneva Paris Total
Cash 8 & 3 2 7 4 12 13
Bonds 82 94 57 98 93 L¢] 0 84
Bquities Q [+] 1] Q g 96 a8 10
Total 100 100 100 100 100 100 100 &
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STATEMENT XXV
VIENNA HEADQUARTERS AREA STAFF PROVIDENT FUND

Income distribution account for the biennium ended
31 December 1335

(United States dollars)

1983 . 1995
197 383 Opening balance 407 812
Deduct:
Interest credited to participants’
459 2954 accounts 586 263
{261 305) (178 451)
add:
712 798 Net investment income (schedule 17) 686 381
(30 408) Exchange rate adjustments 23 38860
2 763 Income from loans 3 504
685 153 713 845
Less:
4 893 General administration expenses 7 715
1 117 Loan scheme administration expenses 2 290
6 010 10 005
679 143 Net income for biennium 703 840
417 238 525 389
Deduct:

Interest paid on credits withdrawn during
9 426 the biennium 95 558

407 812 Closing balance 429 831
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STATEMENT XXVI

VIENNA HEADQUARTERS AREA STAFF PROVIDENT FUND

Agsets and liabilities as at 31 December 1995

{United States dollars)

1983 1995

ASSETS
Investments:

| Provident Fund secretariat

5 079 668 S57 346 800 at 10.10 5 677 901
5 079 66 Total 5 677 901
b — R r——
LIABILITIES
Continuing participants’ credits:
3 963 625 S41 745 765 at 10.10 4 133 244
Retirees’ credits:
727 500 SS9 564 419 at 10.10 846 972
Separated staff credits:
0 S$663 127 at 10.10 65 656
Due to UNRWA General Fund
{19 269) S1 032 200 at 10.10 102 198
Income available for distribution
407 812 S4 341 293 at 10.10 ({(statement XXV) 429 831
5 079 668 Total 5 677 01
e e r——
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SCHEDULE 18

VIENNA HEADQUARTERS AREA STAFF PROVIDENT FUND

Investments and investment income for the biennium ended
31 December 1995

(United States dollars)

15383 1995
2 783 524 Investment as at 1 January 1994 5 079 668
Add:
{252 956) US$ exchange difference 961 222
2 450 568 € 040 890
Deduct:
1 876 302 Funding during the biennium 1 049 370
4 366 870 4 991 520
Add:
720 695 Gross investment income 698 456
Deduct:
7 897 Investment managers’ fees 12 075
712 798 Net investment income 686 381

5 079 668 Investment as at 31 December 19355 5 677 901
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SCHEDULE 19

AREA STAFF PROVIDENT FUND AND VIENNA HEADQUARTERS
ARFEA STAFF PROVIDENT FUND

General administration charges ag at 31 December 1995

(United States dollars)

1983 1958
Provident Fund secretariat
412 499 Established posts 456 746
1 666 Computer equipment [¢]
8 566 Travel costs 15 353
0 Temporary assistant 1 226
6 055 Cther costs 2 305
428 786 Subtotal 475 €30
339 514 Other manning table posts 443 494
1 722 Temporary assistant 0
17 383 Investment Advisory Committee 12 317
34 520 Interpreters 36 468
45 632 Travel costs 57 529
2 076 Entertainment expenses 2 098
F71 Cther charges [¢]
870 404 1 027 534
b -
The above charges have been allocated to
each fund based on the total credits due to
participants in each fund as at
31 December 1995 with the exception of:
{a) the travel costs of Staff Provident
Fund representatives and (b) staff costs
incurred in the fields of operation. The
costs of these two items are charged to the
Area Staff Provident Fund. Thexefore the
allocation is as follows:
865 511 Area Staff Provident Fund 1 019 819
Vienna Headquarters Area Staff Provident
4 893 Fund 7 715
870 404 1 027 534
]
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SCHEDULE 20

AREA STAFF PROVIDENT FUND AND VIENNA HEADQUARTERS AREA
STAFF PROVIDENT FUND

Loan scheme administration charges as at 31 December 15395

(United States dollars)

1993 . 1995
75 669 Provident Fund Secretariat costs 83 534
172 101 Other manning costs 267 227
304 Temporary assistants 0
8 053 Travel costs 10 152
6 092 Interpreters 6 435
262 219 367 748
]
The above charges have been allocated to each fund based on
the t~tal credits due to participants in each fund at
31 December 1995 with the exception of: (a) the travel costs
of staff Provident Fund representatives and (b) staff costs
incurred in the fields of operation. The costs of these two
items are charged to the Area Staff Provident Fund. Therefore
the allocation is as follows:
261 102 Area Staff Provident Fund 365 458
1 117 Vienna Headquarters Area Staff Provident Fund 2 290
262 215 367 748
e N p— e STy ——
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SCHEDULE 21

AREA STAFF PROVIDENT FUND AND VIENNA HEADQUARTERS AREA STAFF PENSION FUND

Status of Provident Fund loan scheme as at 31 December 1995

(United States dollars)

No. of loans Amount No. of loans Amount
Field office » 1993 19983 1995 1955
UNRWA headquarters branch (Amman) 29 207 859 48 377 281
Gaza 1l 467 7 443 846 1 876 10 258 236
Lebanon 754 3 547 953 1 049 4 995 040
Syrian Arab Republic 58 266 889 171 547 858
Jordan 2 942 18 114 139 3 167 15 042 487
West Bank 963 5 643 334 1 181 6 002 562
Headquarters (Vienna) $ 27 535 775 27 800 740
Headguarters (Vienna) § 18 186 371 i8 290 615
Total 6 258 35 952 166 7 637 42 314 819
Total income from loans $834 550 $426 012
Total charges on loans $262 219 $367 748
1
i
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Note 1.

(a)

ANNEX

Noteg to the financial sgtatements

Summary of significant accounting policies

The Agency utilizes a system of fund accounting by which it operates

the following funds or types of funds:

(1)

(ii)

{v)

The General Fund is for the funding of the operating costs of running
the Agency’s core activities, that is, its regular programmes of
education, health and relief services, plus operaticnal and common
services, including general management and administration. It
receives unearmarked contributions.

Project Funds are divided into two categories: funded ongoing
activities and capital and special projects. The first category
covers activities which are defined as having an indefinite life and
which would be funded out of the Agency’s own resources in the absence
of special contributions. They are treated in a manner similar to the
activities covered under the General Fund. The second category is
comprised of funds earmarked for construction projects or for some
other capital or special projects which are usually of a non-recurrent
character, such as the procurement of certain equipment. Project
funds within this category which are to cover recurrent costs of
extra-regular activities as proposed by the donor(s) do not represent
any commitment on the part of the Agency to continue those activities
if contributions cease.

The Extraordinary Measures for Lebanon and the Occupied Territory
(EMLOT) Fund is the result of merging the Lebanon Emergency Fund and
the Fund for Extraordinary Measures in the Occupied Territory. It was
decided to merge those two funds in 1990 because of the basic
similarities in the objectives of each fund. The Lebanon Emergency
Fund and the Extraordinary Measures for the Occupied Territory Fund
were established in 1987 and 1988, respectively. Both funds were set
up to alleviate the hardship of Palestine refugees caused by the civil
unrest prevailing throughout those areas of operation.

The Expanded Programme of Assistance (EPA) Fund was set up in 1988 in
order to improve the environmental conditions of the refugee
population in the Occupied Territory through, for example, better
housing conditions and new or expanded sewage systems. It also aims
in a limited way to provide the Agency with better facilities to run
its education, health and relief programmes in the Occupied Territory.

The Peace Implementation Programme (PIP) was launched in October 1993
following the historic signing of the Declaration of Principles on
Interim Self-Government Arrangements by the Palestine Liberation
Organization and Israel in September 1993. The programme is replacing
the Expanded Programme of Assistance, which will be gradually phased
out. Thus, under PIP, the Agency has begun to undertake special
construction and development projects in the West Bank and Gaza Strip
to meet the needs of the Palestine refugees in education,
environmental health, primary health care, income generation and
social services. The programme also targets similar needs of
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Palestine refugees residing in Jordan, Lebanon and the Syrian Arab
Republic.

(vi} The Gaza General Hospital Fund was launched in 1990 to construct a
general hospital in Gaza Town. The hospital will provide 232 much-
needed hospital beds and other health services such as outpatient,
‘diagnostic, therapeutic and supporting services.

(vii} The Area Staff Provident Fund was set up to provide a retirement fund
for area staff members on their separation. Contributions to the fund
are made both by the Agency and the area staff members themselves.

(b) A contribution that has been accepted and donated for a particular
purpose and thus attributed to a specific project fund or to the Extraordinary
Meagures in Lebanon and the Occupied Territory Fund cannot be transferred
without the donor’s consent to any other fund. WNor can the Provident Fund or
part of it be used for any other purpose than the one for which the fund was
established. However, contributions to the General Fund which are received
without restrictions regarding their use can be used, if the financial situation
so permits and the Commissioner-General deems it appropriate, to fund such
projects for which special donations are sought but not found. In such casges
part of the contributions to the General Fund can be reallocated to other funds.
The Agency’s system of fund accounting provides a full identification of income
and expenditure by purpose and the complete separation of the assets and
liabilities of each fund. Contributicns or allocations to funds other than the
General Fund are attributed to individual prefixes which are kept as distinct
financial and accounting entities with separate double-entry groups of accounts.
Separate financial statements are prepared for these funds.

{c} The Agency’s income and assets arising from contributions are
recognized on the cash basis of accounting. This represents 95 per cent of the
Agency’s total income. However, income arising from miscellaneous sources -
bank interest, exchange rate gains and other miscellaneous income - are
recognized on the accrual basis of accounting. The Agency’s expenditure and
liabilities are recognized on the accrual basis of accounting. This is in line
with the Agency’s policy of basing its accounts on the premise of a going
concern and on the principle of prudence. Contributions are recorded at the
donor’s valuation. The difference between the donor’s valuation and market
value, if any, is shown in the accounts as excess valuation.

{(d) At 31 December 1995, pledges amounting to $106,326,472 were
outstanding as follows (in United States dollars):
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Cash In kind Total

Relocation of headquarters 25 000 - 25 000
General Fund 10 069 146 7 193 758 17 262 9504
Funded ongoing activities 332 2459 10 128 883 10 461 132
Capital and special projects 528 042 - 528 042

Emergency Measures for Lebanon
and the Occupied Territory

Fund 1 243 487 1 293 229 ‘ 2 536 716

Expanded Programme of

Assistance 800 264 11 535 811 8195

Gaza General Hospital 3 557 711 8 540 210 12 097 %21

Peace Implementation Programme 54 759 801 - 54 759 801
71 315 700 27 167 635 98 483 335

As at 26 March 1996, $16,693,645 of the above amount had been received
{$12,859,200 in cash and $3,784,445 in kind).

(e) The financial period of the Agency is now two calendar years.

(£) The accounts of the Agency are maintained in United States dollars.
Transactions in other currencies are translated into United States dollars at
the time of the transaction, using UNRWA book exchange rates. At the end of the
financial period, assets and liabilities not in United States dollars are
reflected in United States dollars at the then applicable rates of exchange.
Gains or losses on exchange of currencies are treated as an addition to or
deduction from income.

(g) Costs for the purchases of all kinds of supplies are immediately
charged to expenditure at the time the goods are received and paid for. As a
consequence, stocks or inventories are not included as assets in any of the
Agency’s funds. However, an exception is made for the production units, the
reason for which is explained below. Although the Agency’s stocks and
inventories are not treated as assets, stock records and strict inventory
control are maintained. The approximate value of the Agency’s stocks and
inventories based on historical cost as at 31 December 1995 amounted to
$18.9 million.

(h) The Agency has four production units which are all meant to be self-
supporting. These are the Printing Unit, which is located in Beirut, and the
Embroidery Centre, the Carpentry Unit and the Contracting Section, located in
Gaza. Through 1987, these units were part of the General Fund. Beginning in
1988, they were set up as separate projects to be governed by a new set of
instructions (Finance Technical Instruction No. 41) which will enable management
to better control them and assess their performance. For such assessment, the
recording of stocks on hand is indispensable. Therefore, as an exception to the
Agency’s accounting policies, stocks appear as assets in the accounts of the
production units. The value of such stocks is approximately 9.9 per cent of the
total stockholdings of the Agency.
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(i) A provision is made in the budget for separation and repatriation
payments to staff members who will leave the Agency during the financial period.
Reserves have not been established for separation and repatriation for future
years, as such payments would be expected to be met from future income and
operating reserves. The accumulated termination benefits as at 31 December 1995
are estimated at about $130 million.

General Fund

Note 2. Agcounts receivable (statement III)

Accounts receivable reported in statement III do not include claims against
Governments for, inter alia, damages to Agency property amounting to
$12,217,194. They are in the nature of memorandum accounts. As the collection
of these claims is considered doubtful, a provision of 100 per cent has been set
up against these claims.

Note 3. Provision for unliquidated obligations (statement III)

The provision for unliquidated obligations is for budgeted items for which
a contract has been issued not later than at the end of the biennium but for
which the goods or services have not yet been received. This provigion will be
ligquidated at the end of the biennium.

Note 4. Provision for goods in transit (statement III)

The provision for goods in transit is a provision for purchase ordersg
raised prior to the year end but for which the related goods have not been
received.

Note 5. Provision for carry-forwards (statement III)

The provision for carry-forwards is for items budgeted in the current yeaxr
for which justification has been given that these items be charged to the
current year’s expenditure.

Note 6. Contingent liabilities

The Agency may have contingent liabilities of a material but undeterminable
amount in respect of certain claims for subsidies by Governments. In addition,
in connection with a dispute with a supplier which is still unresolved there isg
a contingent liability to the extent of $225,000.

Note 7. Fixed assets

(a) Fixed assets are not reported in statement IIT. They are summarized
below at original cost values (in United States dollars):
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Vehicles {excluding those surveyed but not

yet disposed of) 17 034 440
Other equipment 37 391 042
Land owned by UNRWA 219 049
Buildings on land owned by UNRWA 422 631

55067 162

(b) The Agency has only the right of current occupancy of buildings
(schools, training centres, ration distribution centres, clinics, warehouses and
other installations) constructed by it on land owned by Governments or leased
from private owners. The total cost of construction of such buildings,
including the cost of financing purchase of land by local governments in certain
cases and of compensation to private landowners of leased land, as at
31 December 1995 was $186,136,546.

{(c) The Agency has also constructed refugee shelters at a total cost of
$23,836,519 on land owned by Governmentg or individuals. The legal status of
these shelters is uncertain.

Area Staff Provident Funds

Note 8. Continuing participants and retirees credits (statement XX1IV)

(a) The continuing participants’ credits and the retirees’ credits are
held in United States dollars and Austrian schillings, depending on which fund
the staff member has elected to join.

(b) During the biennium, investment managers State Street, Paris, Deutsche
Bank, Frankfurt and Bank Austria, Vienna, were appointed. World Invest, London,
Warburg Asset Management, London, and Creditanstalt Bankverein, Vienna, ceased
to be managers of the Fund, making a total of seven managers for the United
States dollar denominated fund.

Note 9. Invegtiments and investment income (statements XXIV and XXVI and
schedules 17 and 18)

(a) The assets of the Fund are managed by professional investment
management groups. These investments are valued at cost or market value,
whichever is lower. This results in valuation of $740,156,299 for the dollar
fund and $5,677,901 for the Austrian schilling fund. However, all the
investment managers based their valuations on market value which, as at
31 December 1995, was $§772,795,198 for the dollar fund and $5,677,901 for the
Austrian schilling fund.

{b) Because of the difference in valuation as well as the different

accounting treatment of accrued management fees, the investment figures at
year-end differ from the figures indicated by the global custodian.
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Note 10. Contributions and funding - Area Staff Provident Fund (statement XXIII

and schedule 17)

Funds drawn fxom the investment managers totalled $73,442,000. This figure
represents the difference between total Agency and participants’ contributions
received and payments made by the Agency on behalf of the Area Staff Provident
Fund. This interrelationship ig as follows for the biennium (in United States
dcllars) :

Contributions during the biennium 73 873 637

Loan repayments 20 151 220

Add: Transfers, lump sum, less withdrawals
and reinstatements 2 334 000
96 358 857

Add: Underfunding by the General Fund as at
1 January 1994 114 4311
96 473 268

lesg: Payments made from the General Fund

during the biennium 170 031 08¢
’ 73 557 812

Lesg: Funds drawn from the investment managers
to the General Fund 73 442 000

Overfunding by the General Fund as at
31 December 1995 115 812

Note 1l1. Contributions and funding - Vienna Headguarters Area Staff Provident
Fund (statement XXVI and schedule 18)

During the biennium, an amount of S$10,598,647 {equivalent to $1,049,371)
was advanced by the General Fund. This figure represents the difference between
total Agency and participants’ contributions received and payments made by the
Agency on behalf of the Vienna Headquarters Area Staff Provident Fund. This
interrelationship is as follows for the biennium (in United States dollars) :

Contributions during the biennium 2 150 893
Loan repayments 151 304
2 342 157
Less: Overfunding by the General Fund as at
1 January 1994 19 269
2 361 466
Legg: Payments made from the General Fund during
the biennium 3 513 035
1l 151 569

Legss: Funds drawn from the investment manager
during the biennium 1 049 371

Overfunding by the General Fund as at
31 December 1995 102 198
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