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LETTERS OF TRANSMITTAL

17 July 1996
Dear Mr. Prempeh,

In accordance with financial regulation 11.4, I have the honour to submit
the accounts of the International Trade Centre for the biennium ended

31 bDecember 1995, which I hereby approve. The financial statements have been
drawn up and certified as correct by the Controller.

Copies of these financial statements are also being transmitted to the

Advisory Committee on Administrative and Budgetary Questions.

(Signed) Boutros BOUTROS-GHALI

Mr. Oseli Tutu Prempeh

Chairman

United Nations Board of Auditors
New York
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31 July 1896

Sir,

I have the honour to transmit to you the financial statements of the
International Trade Centre for the biennium ended 31 December 1995, which were
submitted by the Secretary-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) Osei Tutu PREMPEH
Auditor General of Ghana
and Chairman
United Nations Board of Auditors

The President of the General Assembly
of the United Nations
New York ‘
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I. REPORT OF THE BOARD OF AUDITORS

Introduction

1. The Board of Auditors has audited the financial statements of the
International Trade Centre (ITC) UNCTAD/WTO for the period 1 January 1994 to

31 December 1995 in accordance with General Assembly resolution 74 (I) of

7 December 1946. The audit has been conducted in conformity with article XII of
the Financial Regulations and Rules of the United Nations and the annex thereto,
and the common auditing standards of the Panel of External Auditors of the
United Nations, the specialized agencies and the International Atomic Energy
Agency. These standards require that the Board plans and performs the audit to
obtain reasonable assurance as to whether the financial statements are free of
material misstatement and in accordance with the United Nations System
Accounting Standards. The accounting standards were revised and adopted by the
Administrative Committee on Coordination on 15 September 1995.

Audit obijectives and approach

2. The Board’s audit included examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. The examination was
based on an assessment of ITC‘s accounting systems and controls and a
substantive audit in which all areas of the financial statements were subject to
direct substantive testing of transactions. The audit also included an
assessment of the accounting principles used and significant estimates made by
management, as well as an evaluation of the overall presentation of the
financial statements. The Board considers that its audit approach provides a
reasonable basis for its opinion. While the financial statements are the
responsibility of ITC’s management, the Board’s responsibility is to express an
opinion as to whether, based on its audit, the financial statements present
fairly the financial position of ITC as at 31 December 1995 and the results of
its operations for the financial pericd then ended. ‘

3. The financial audit for the 1994-1995 biennium included an examination of
ITC’s General Fund; its programme support costs; its technical cooperation
activities financed by UNDP, trust fund donors and\other external sources; and
the other special funds for training packs and elegFronic data-processing
activities. '

4. The Board’s examination included a general review and such tests of the
accounting records and other supporting evidence as it considered necessary.
The examination comprised two major components: interim testing of accounting
systems and systems of internal control, and period-end substantiation of
accounting balances. These audit procedures are designed primarily for the
purpose of forming an opinion on ITC’s financial statements.

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

6. In 1994-1995, the Board examined in detail the following areas:

(a) The use of external consultants by ITC on technical cooperation
projects and on programme/projects evaluations;




(b} Reporting on programme performance by ITC; and

(¢} The financial status of ITC, concentrating in particular on programme
support revenue and expenditure.

7. A summary of the Board’s principal recommendations is contained in
paragraph 10. A summary of the main findings arising from the Board’s audit is
contained in paragraphs 11 to 31. The Board’s detailed findings are reported in
paragraphs 32 to 90.

Action taken on recommendations in previous reports
to the General Assembly

8. As requested by the General Assembly in resolution 47/211 of

23 December 1992, the Board carried out a review of the measures taken by ITC in
response to the recommendations made by the Board in its audit report for the
biennium ended 31 December 1993, including outstanding issues brought forward
from the biennium ended 31 December 1991. ITC has responded positively to the
Board’'s recommendations. Details of the actions taken by ITC, together with the
comments of the Board, are set ocut in the annex to the Present report. A number
of the topics covered are also discussed further in this report.

Overall results

S. The Board’s examination revealed no weakness or error considered material
to the accuracy, completeness and validity of the financial statements as a
whole. In accordance with normal procedures, the Board recorded significant
findings in management letters to the ITC secretariat. None of these matters
affected the Board’s audit opinion on ITC's financial statements and schedules
for the biennium. Accordingly, the Board has placed an unqualified opinion on
ITC’s financial statements for the biennium 1994-1995.

Summary of recommendations

10. The Board’s principal recommendations are set out below:

Financial matters

{(a) ITC should adhere more closely to the provisions of the administrative
instruction (ST/AI/285) regarding the issue of allotments prior to receipt of
funds from donors (see paras. 35-37);

(b} 1ITC should adhere to United Nations procedures and ensure that, before

approving a payment, it obtains assurance that the goods received are in
accordance with the purchase order (see para. 40) ;

Management igsues

Use of external consultants on technical cooperation proiects

{c) ITC should augment the information contained in the consultants’
roster to show previous assessments and experience and key information such as
technical skills and languages spoken (see para. 64);



(d) The consultants’ roster should be updated on a more timely basis;
consultants who have consistently failed to provide updated personal histories
should be removed from the records {see para. 67);

(e) Desk officers should define their likely future consultant needs in
cases where specific specialists are in demand, and should determine a
recruitment strategy (see para. 68);

(£) ITC’s report drafting guidelines should be applied to all types of
reports submitted to ITC and should highlight the main faults to avoid when
drafting a report (see para. 72);

(g) Wherever possible, contract terms of reference should define a clear
deliverable output capable of cbjective measurement. Where contract terms are
based on a number of man-days worked, ITC should establish appropriate controls
to ensure compliance with the contract terms {see para. 75);

{h) TITC should review the structure of the consultant’s assessment form
and improve the extent of feedback on the quality of the consultant’s work {(see
para. 80);

Reporting on programme performance

(i) 1ITC should review its budgeting and programme reporting procedures in
light of the Board’'s comments and suggestions (see para. 89).

Summary of main findings

Financial matters

On United Nations System Accounting Standards

11. The Board’s review indicated that ITC has applied the United Nations System
Accounting Standards except where there has been specific agreement with the
United Nations for alternative treatment {see para. 32).

Cn ITC’'s operating environment

12. The Board endorses ITC’'s efforts to reach agreement with the United Nations
and the World Trade Organization {(WTO) to resolve the uncertainties on which
policies and procedures should apply to ITC (see paras. 33 and 34).

On voluntary contributions from trust fund donors

13. ITC authorized the allocation of funding to trust fund projects prior to
the receipt of the funds, contrary to United Nations procedures (see
paras. 35-37).

On receipt of supplies and equipment

14. Payment for equipment received in the field was often made without
certification that the goods were received in satisfactory condition and in
accordance with the purchase order. This was not in accordance with United
Nations procedures {see paras. 38-40).




Cn_changing the functional currency from United States dollars to Swiss francs

15. The Board understands that ITC has agreed to report to WIC in Swiss francs
from 1 January 1997 {see paras. 41 and 42}.

Management igsuesg

Financial status of ITC

On_the progrimme support cost budget

16. 1In response to a decline in the procgramme support cost budget over a number
of years, ITC has taken action to reduce staff posts funded by the support cost
budget {see para. 45).

17. The programme suppert cost budget was subjected to additional strain by
ITC’'s practice of temporarily funding project posts out of the support cost
budget. ITC has undertaken to secure project staff on shorter-term contracts
wherever possible in order to limit the strain on the support cost budget (see
para. 46}).

18. 1ITC took action to limit the deficit of $849,000 incurred on the support
cost budget for 1995 and the estimated deficit of $1.2 million for 1996. While
reserves were sufficient to cover the 1995 deficit, they are not sufficient to
cover that estimated for 1996. ITC is currently formulating and implementing
strategies to redeploy staff in an effort to limit the estimated deficit (see
paras. 48-52).

On ITC’s general financial position

19. In its 1992-1993 report, the Board of Auditors recommended that ITC
establish a plan to cope with the declining income from major trust fund donors.
In 19%4-1995, trust fund income continued to decline and ITC had to make cost
savings. During the biennium, ITC carried out an in-depth review to clarify its
priorities and to focus attention on six core activities. ITC is now in the
process of restructuring to implement the new strategy (see paras. 53-55).

20. TITC regards the establishment of a global trust fund as an important
element in strengthening its financial stability. The fund was formally
established in late 1995; by March 1996 its balance totalled $3.7 million (see
para. 56).

Use of external consultants on technical cooperation projects

On _the selection of candidates

21. ITC’s computerized roster of international consultants did not contain
important information necessary to help in the initial selection of appropriate
candidates (see paras. 61-64).

On review and update of the gonsultants’ roster

22. The roster was only updated every second vear and contained a substantial
number of inactive candidates (see paras. 65-67).



On availability of appropriate consultants

23. The roster did not include sufficient numbers of experienced experts in
specialist fields, of whom ITC has a growing need (see para. 68).

On_appointment of national consultants

24. The Board noted instances in which only one individual had been considered
for a consultancy appointment (see paras. 69 and 70).

On payments to consultants

25. Most contracts provided for consultants to be paid according to the number
of days worked. The Board noted that ITC was not always well placed to confirm
that such requirements had been fulfilled (see paras. 73-75).

On _evaluating consultants’ work

26. The assessment form used by ITC to evaluate consultants’ work did not
specifically address whether the objectives had been met and the quality and
timeliness of the consultants’ reports. The assessment was not routinely
discussed with the consultant concerned (see paras. 76-78).

On feedback from consultants’ reports

27. ITC did not routinely obtain feedback from users of consultants’ reports
(see para. 81).

Re Qorting proaramme gerformance

Oon_existing mechanisms

28. 1ITC’s budget document does not include performance indicators to measure
efficiency, and its programme performance report provides information on
physical output but not on achievement of objectives (see paras. 82-85).

29. There is insufficient linkage between budget and actual costs and between
planned and actual output; there is no effective means for determining
achievement of objectives (see para. 85). ‘

On scope for improving existing mechanisms

30. The Board considers that there is scope for ITC to develop its recently
established annual operating plan and medium-term strategy to facilitate more
analysis of performance with the aid of performance indicators {see paras. 86
and 87).

31. The Board considered that such developments would need an improved
management information system, possibly based on the programme monitoring system
ITC is developing for one programme (see paras. 88 and 89).




Part I: Financial statements

United Nations System Accounting Standards

32. In 1995 the Administrative Committee on Coordination adopted revised
accounting standards for the United Nations system, which include recommended
formats for financial statements. The Committee also approved the application
of the formats and revised standards to the financial statements for financial
periods ending in 1995. The Board assessed the extent to which ITC’s financial
statements for the 1994-1995 biennium conformed to the revised accounting
standards. Its review indicated that ITC has generally applied the standards.

ITC's operating environment

33. ITC is funded jointly by the United Nations and the World Trade
Organization (WTO), which formally succeeded the General Agreement on Tariffs
and Trade (GATT) on 1 January 1996. In September 1995, the Secretary-General of
the United Nations agreed with the Director-General of the World Trade
Organization to recommend to the responsible intergovernmental organs that
pPresent arrangements governing the status of ITC as a joint body be confirmed
and renewed with WTO, subject to revised budgetary arrangements as called for by
the General Council of WIO. As a jointly funded body, ITC has adopted certain
policies and procedures which are not fully in compliance with United Nations
practice to meet its special needs for the administration of extrabudgetary
funds. For example, projects are charged with standard, rather than actual
costs. The United Nations and WTO have not yet determined which policies and
procedures should apply to ITC, Resolution of those issues will help ITC
establish clear policies and procedures consistent with its needs.

34. The Board endorses ITC’s efforts to reach agreement with the United Nations
and WTO to resolve these uncertainties.

VYoluntary contributions from trust fund donors

35. The Board noted that there was a long-established practice whereby ITC
authorized allotments to certain trust fund projects prior to the receipt of
funds. This practice contravenes United Nations procedures ocutlined in the
administrative instruction (ST/AI/285) which provides that no allotments be
issued prior to receipt of funds from donors. Although it had not yet happened,
this could result in the technical cooperation fund running into a cash deficit.

36. ITC stated that the $1 million operating reserve allows it to fund
temporary shortfalls in donors’ contributions and that measures are in place to
avoid an overall cash deficit in the technical cooperation fund.

37. The Board recommends that ITC adhere more closely to the administrative
instruction in document ST/AI/285.

Receipt of supplies and eggigment

38. The Board noted that the payment for equipment received in the field was
often made on the basis of an invoice supported by a packing slip or other
freight document and without evidence of receipt of goods, contrary to financial
rule 108.9 (c)}. No report was issued by the receiving officer to certify that
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the goods were received in satisfactory condition and in accordance with the
purchase order. This is not in accordance with United Nations financial

rule 110.27 and also puts ITC at risk of paying for faulty items or for goods
not ordered. ITC informed the Board that it relied on exception reports from
the receiving officer to identify faulty items or goods not in conformity with
specifications.

39. ITC explained that copies of each purchase order were sent to the ultimate
recipient of the goods, specifically requesting confirmation of receipt. ITC
considered that, in the field, procedures requiring inspection prior to payment
would result in unreasonable delay in payments to suppliers and that there were
no plans to introduce more rigorous procedures.

40. The Board recommends, however, that ITC adhere to United Nations procedures

and ensure that, before approving a payment, it obtains assurance that the goods
received are in accordance with the purchase order.

Accounting in United States dollars or Swiss francs

41. The Board considers that there is advantage for ITC to change its
functional currency from the United States dollar to the Swiss franc, 'in
recognition that most of ITC’s obligations and expenses are in Swiss francs and
that this would simplify daily operations and increase efficiency.

42, The Board is pleased to note that ITC will submit its financial statements
to WTO in Swiss francs from 1 January 1997. The matter was under discussion
with United Nations Headgquarters, but as an interim measure ITC has proposed to .
report in both currencies.

Wxite-off of losses of cash, receivables and property

43. In accordance with financial rule 111.10 (b), ITC provided the Board with
details of stores amounting to $708,360 which were written off during the
biennium. These mainly comprised obsolete computer equipment which had reached
the end of its useful economic life.

Part II: Management issues

Financial status of ITC

Programme support cost budget

44. ITC is funded from the regular budget, extrabudgetary sources and programme
support income.

45. For a number of years, the Board of Auditors has noted that sharply '
declining extrabudgetary funding was leading to a reduction in the programme
support budget. The Board was concerned that management had not formally set
out its contingency plan to reduce support costs in anticipation of a continued
decline in extrabudgetary funding. ITC tock several measures to alleviate the
situation, such as freezing certain support staff posts once they became vacant,
but a significant proportion of staff funded out of the support cost budget were
ITC staff on long-term contracts. These measures have reduced the number of
staff posts funded out of the support cost budget from 53 in 1952 to 27 in 1995.




46. 1ITC considers that it is justified in using support costs, on occcasion, to
finance parts of contracts of interregiocnal and technical advisers in
recognition of their technical, backstopping role. The Board noted, however,
that it was common practice for project personnel to be funded from the support
cost budget in the absence of available project funding. While this was mainly
done as an expedient to help retain staff with essential skills pending receipt
of project funds, it placed additional strain on the programme support cost
budget. In addition, the Board pointed out that the practice of temporarily
funding support cost posts out of vacant regular budget posts was inappropriate,
as those posts were funded from funds not available for that purpose. ITC
explained, however, that such staff movements are temporary reassignments of
personnel to carry out the regular programme of work and are arranged as an
alternative to external recruitment.

47. 1ITC has assured the Board that, before issuing employment contracts, it
ensures that appropriate funding is available. The Board recommended, however,
and ITC agreed, that it should issue short-term contracts for project staff
whenever possible.

48. Figure 1 shows the declining expenditure from extrabudgetary funds. This
resulted in reduced programme support budget income, as a result of which ITC is
unable to cover project support expenditure, as illustrated in figure 2.

49. The shortfall in programme support income has been exacerbated by the
relative fall in the value of the United States dollar, since income is mainly
denominated in United States dollars while most of the expenditure is in Swiss
francs.

50. 1ITC has taken action to limit the extent of the estimated support cost
budget deficit incurred in 1995 and estimated for 1956 and, since mid-1995, has
closely monitored expected income against committed expenditure. The 27 staff
posts currently funded out of the support cost budget cost $3.2 million in 1995.
Another four support staff were carrying out regular budget functions on a
temporary basis until regular budget posts fell vacant. These staff were funded
out of the regular budget. Annual support cost income for 1995 was $2.5 million
and was estimated at $2.0 million for 1996. This left a deficit of $0.7 million
for 1995, which would increase to $1.2 million for 1996 if no remedial action is
taken.

51. As at 31 December 1993, ITC’s programme support costs had total resgerves
and fund balances of $849,000, including a support cost operating reserve of
$638,000, set at 20 per cent of estimated annual support cost income. This,
together with $50,000 in savings on the cancellation of prior periods’
obligations, was sufficient to cover the programme support cost operating
deficit of $759,000 in 1995, but reduced the reserve to $140,000 as at

31 December 1995. This would be insufficient to cover the projected programme
support cost deficit of $1.2 million for 1996.

52. ITC is currently formulating and implementing strategies for the
redeployment/release of staff.
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ITC’'s general financial pogition

53. TIn its report for the biennium 1992-1993, the Board recommended that ITC
should establish a contingency plan to ensure that its planned activities and
use of resources were commensurate with the funds available. The Board was
concerned that significant modification of the scale of ITC’'s operations would
be required if it should not receive contributions for new projects in 1994-1995
from major trust fund donors or from other sources of income on a scale '
comparable with previous years.

54. During the biennium ended 31 December 1995, contributions from trust fund
donors, and consequently funding for programme support costs, were again
significantly reduced. This caused programme support expenditure to exceed . .
programme support income in 1995, with the result that ITC had to make cost
savings. A contingency plan was developed for 1596 should the situation
continue to deteriorate.

55. BAs a first step towards organizational restructuring, ITC’'s Executive
Director initiated an in-depth review, which addressed the issues of funding
reform, technical priority-setting, organizational restructuring and operational
streamlining, and the reallocation of ITC’s human and financial resources. ITC
proceeded to set technical and operational priorities within the general
framework proposed and subsequently modified by the Joint Advisory Group. ITC
subsequently set out its priorities, which focused ITC’s activities on six core
services. Since then, ITC has modified its organizational structure in order to
implement these core services and has initiated the preparation of operating
plans for 1996 based around the identified priorities. However, ITC recognizes
that the implementation of these priorities depends in part on the level of
resources made available.

56. ITC considers that an important element in strengthening its financial
stability is the establishment of a global trust fund. This was agreed at the
twenty-eighth session of the Joint Advisory Group, and a consultative committee
was established in late 1995 to oversee the administration of the fund. The
committee is composed equally of donors and recipient countries. By March 1996,
the level of the fund had reached $3.7 million. The Board supports this
development.

Experts, consultants and temporary assistance

Introduction

57. Although some consultancies within ITC are funded from the regular budget,
most are concerned with technical cooperation projects and are thus funded
through the technical cooperation approved budget.

58. The technical cooperation consultancies fall under two categories:

(a) Experts on missions appointed through special service agreements.
They are normally appointed for a maximum period of six months, but this may be
extended by up to three months in exceptional cases. Experts are remunerated

either with a lump sum, or on a daily fee basis;

(b) National experts of the host country where the project is located,
appointed through service agreements.
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59. During the biennium 1994-1995, ITC issued 293 special service agreements
and 55 service agreements at an estimated cost of $10,398,000. As at

31 December 1995, there were 108 technical cooperation projects, funded either
by UNDP or trust funds, with a total value of $16.7 million.

60. External consultants may also be appointed to perform subprogramme or
project evaluations. They are appointed by the ITC secretariat and, for
subprogramme evaluations, report to the Joint Advisory Group. In-depth project
evaluations focus on the relevance of the project and its strategy, efficiency
and impact. Evaluations are financed from individual project budgets or through
ad hoc arrangements. The senior officer on evaluation, financed through the
regular budget, supervises the planning, implementation and follow-up of all
evaluation-related activities.

Selection of consultants

61. When ITC requires consultancy expertise, a desk officer prepares a job
description, showing the skills and experience needed and defining the terms of
reference and also setting out the criteria for selecting the consultant.

62. 1ITC maintains a roster of international consultants to help identify
potential candidates. The Board found that the roster did not contain all the
information necessary to help in the initial selection of appropriate
candidates, necessitating frequent references to the individual consultant’'s
files. Although the roster includes the consultant’s previous experience, it
does not include a summary of the evaluation of the consultant’s performance
completed at the end of the assignment.

63. During the initial technical evaluation of potential consultants, a
checklist is completed to rate the experience and skills of the candidate
according to established standard criteria. But this data is not input into the
database, necessitating further reference to individual files to assess whether
a potential consultant has the appropriate experience and skills to complete an
assignment.

64. The Board accordingly recommends that ITC augment the information contained
in the roster to show previous assessments and experience and key information
such as technical skills and languages spoken in order to improve the
effectiveness of the initial screening of candidates.

Review_and update of the consultants’ roster

65. The roster of intermational consultants contained details of approximately
2,800 candidates in the database out of whom approximately 1,600 are qualified
as "active". The roster consisted of a computerized database supported by a
file for each consultant. The database contained, for each available
consultant, details of identity, address and scholarship; skills; whether the
candidate had been cleared for ITC posts/missions; employment record; and
remarks from end-user.

66. The roster is updated every second year based on the consultant’s
curriculum vitae or on a personal history form completed by the consultant.

6€7. The Board considers that the roster should be updated on a more timely
basis and that those consultants who have consistently failed to provide updated
personal histories should be removed from it. This should lighten the roster
database and make it more accessible to the user.
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Availability of appropriate consultants

68. ITC increasingly needs experienced specialists in particular fields to
carry out projects, in the development of trade information systems, for
instance, and the related training of users. In most cases, the xoster does not
meet this kind of need. The Board recommends that the desk officers define
their likely future consultant needs in cases where specific specialists are in
demand but few exist, and determine a recruitment strategy.

Appointment of national consultants

69. In four out of nine cases examined by the Board, only one individual had
been considered for the appointment of project consultant. In most cases, the
justification given for such single tender action related to either prior
selection by the Government or very specific technical requirements. The Board
found two consultants’ contracts which had been extended beyond six months
without the required approval of the ITC selection panel. The panel acts as an
important independent body which provides assurance to donors that the granting
of long-term consulting contracts is made on an objective basis. ITC stated
that these policies were primarily established to provide recipient Governments
with a choice of candidates. '

70. The Board encourages ITC to ensure a wide choice of candidates for
consultancy appointments by challenging more rigorously single tender actions,
and also to ensure that contract extensions are always submitted for approval in
accordance with recruitment procedure.

Report drafting

71. All consultants receive guidelines on how to draft a report. These were
last revised in March 1989, although they are currently under review.

72. The Board noted that ITC had to revise substantively many of the
consultants’ reports because of deficiencies in presentation and format and the
inclusion of superfluous background information. The Board welcomes the current
review of ITC’s report drafting guidelines and suggests that they be applied to
all types of reports submitted to ITC and that they highlight the main faults to
avoid when drafting a report.

Payments to consultants

73. Most contracts provided for consultants to be paid according to the number
of days worked. Payment is made on the basis of confirmation by an ITC desk
officer that the work was completed satisfactorily and the required number of
days worked, as recorded in the monthly attendance record. The Board noted
instances in which ITC was not well placed to confirm the number of days worked,
particularly when the consultant was not working under close day-to-day ITC
supervision. A

74. 1ITC considers that the use of a certain number of workdays is a more
objective measure by which to assess remuneration.

75. The Board recommends that, wherever possible, contract terms of reference
should define a clear deliverable output capable of objective measure. Where,
however, contract terms must necessarily be based on a number of man-days
worked, ITC should ensure that appropriate controls are in place to confirm that
the contract terms have been complied with.
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Evaluation of the consultant’s work

76. ITC normally evaluates a consultant’s work and assesses his or her
performance. This is done on the basis of a consultant assessment form, which
must be completed before final payment to the consultant is authorized.

77. The current consultant assessment form asks two main questions: whether
the consultant did a good job and whether he/she could be recommended for a
similar mission. The five ratings can be classified into one negative category,
"insufficient”, and four positive categories, "satisfactory, good, very good,
outstanding”.

78. The Board reviewed a sample of consultants’ files and noted the following:

(a) There were few "qualitative” comments made on the assessment form,
particularly on the ways in which the consultant could improve his/her work in
the future;

(b} On occasion, the assessment forms did not reflect evident
shortcomings, for example, that reports had been submitted late; and

{c) The assessment form was not structured to assess the consultant’s work
objectively and the evaluations were not discussed with the consultants.

79. More objective and precise assessments would be beneficial to both the
consultant and ITC, since most consultants received repeat assignments from ITC.
The assessments of previous projects should be discussed with the consultants
prior to their carrying out any further projects, to help improve their
performance.

80. The Board therefore recommends that ITC review the structure of the
assessment form and improve the extent of the feedback given on the quality of
the consultant’s work. For example, the assessment form should evaluate whether
the consultant met the objectives, complied with the approved work programme,
anticipated problems and found solutions, formulated constructive and practical
solutions, drafted a clear and concise report and had a positive impact on the
project and on ITC. ITC agreed that it would review its end-of -assignment
assessment form at the earliest opportunity.

Feedback on the consultants’ reports

81. ITC did not obtain any feedback on reports completed by the consultants.
ITC explained that it doubted that reliable data could be obtained through
questionnaires addressed to the beneficiaries and believed that the feedback on
consultants’ reports had to be seen in the context of the impact of all
activities undertaken within the project, which would be achieved through the
project monitoring system. The Board considers, however, that ITC should
periodically test the value of consultants’ input by developing a questionnaire
to send to the recipients of the report. This might determine whether: the
report met the needs of the recipient; there were areas which should have been
developed in greater/less detail; there were areas for improvement in contents/
format; the immediate benefits for the recipient; and how the conclusions of the
report would be used at country/business level.
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Reporting on programme performance
Exigting mechanisms

82, ITC presents a budget document to the United Nations and WTO to cbtain
approval for regular budget funding. The budget document does not set targets
in terms of quantifiable performance indicators, thus limiting subsequent
monitoring of performance.

83. ITC collates and submits a programme performance report in accordance with
instructions issued by the United Nations Central Monitoring and Inspection Unit
of the Office of Internal Oversight Services. The report provides information
on physical output delivered - for example, number of publications produced. It
is used by the Central Monitoring and Inspection Unit to prepare a glcobal report
on programme performance of the United Nations.

84, ITC prepares an annual report on its activities for the spring meeting of
the Joint Advisory Group. The report provides a summary and brief description
of all projects completed during the year. No comparison is wmade against the
projects identified in the proposed programme budget and there is noc attempt to
assess the success of ITC in achieving its mandate by reporting on the
achievements or impact of these projects/programmes.

85. The Board considers that, while these budgeting and reporting processes
provide adequate means for setting a budget, there is insufficient linkage
between budget and actual costs and planned and actual output. In particular,
there is no effective means to identify whether specific activities, programmes
or projects have achieved their objectives and been delivered within budget and
on time.

Scope for improving existing mechanisms

86. The Board welcomes ITC’s decision in January 1996 to prepare an annual
operating plan, setting out the work programme for one year and showing the
activities, inputs and implementation schedule for each output, and an annually
rolling three-year, medium-term plan setting precise targets and specific
outputs. The Board suggests that this might be enhanced by the introduction of
an annual performance analysis, comparing measured performance indicators
against cobjectives. Such a report could also include summaries of any

ex post facto evaluations performed during the period. This analysis should be
supplemented by a report detailing actual expenditure by subprogramme, output,
objectives and achievement of objectives.

87. Possible performance indicators which could be used might include: for
enterprise-oriented type of projects, additional export earnings generated; for
publications, the number of copies requested; for training, the level of repeat
demands for training courses and materials or the number of places filled in the
courses.

88. The measurement of actual performance, using performance indicators, and
the linkage of financial data to programme results are likely to require
implementation of an improved management information system at ITC. Such a
system should ideally integrate all ITC programme information, including
financial information, allowing for both the extraction of information at
period-end for comparison against performance indicators, and on-line access for
day-to-day management control and planning. ITC is developing a programme
monitoring system for one of its subprogrammes. The Board suggests that ITC
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review this system for its transferability/applicability to other subprogrammes,
its flexibility in producing data for performance evaluation purposes and its
ability to incorporate data storage, manipulation and reporting reguirements.

89. The Board accordingly recommends that ITC review its budgeting and
programme reporting procedures in light of the Board’s comments and suggestions.

Cases of fraud, presumptive fraud, administrative waivers
and ex gratia payments

90. The ITC secretariat reported no cases of fraud, presumptive fraud, or
ex gratia payments to the Board during the biennium.
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II. AUDIT OPINICON

~ We have examined the following appended financial statements, numbered I
to VI, properly identified, the relevant schedules and the supporting
explanatory notes of the International Trade Centre 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 Enexrgy Agency. Our examination included a general
review of the accounting procedures and such tests of the accounting records and
other supporting evidence as we considered necessary in the circumstances.

As a result of our examination, we are of the opinion that the financial
statements present fairly the financial position of the International Trade
Centre as at 31 December 1995 and the results of its operations for the
financial period then ended; that they were prepared in accordance with the
stated accounting policies which were applied on a basis consistent with that of
the preceding financial period, and that the transactions were in accordance
with the Financial Regulations and legislative authority.

In accordance with our usual practice, we have issued a long-form report on
our audit of the financial statements of the International Trade Centre, 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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IITI. CERTIFICATION OF THE FINANCIAL STATEMENTS

11 July 1996

I certify that the appended statements of the International Trade Centre,
numbered I to VI, are correct.

(Signed) Yukio TAKASU
Controller
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IV. FINANCIAL STATEMENTS FOR THE BIENNIUM ENDED 31 DECEMBER 1995

-23-




~SJURUIRNS [RIOURUY S Jo Med [21B3lL) UR IR 210U BulAUBdWCoDR Sy)

‘gapu s B

661 00Z ] orh 9z'eT 0sz'e 61 bt QORI3d 40 aN3 'SIONVIVE ANNA ANV SIAUISTY
Gl 65l 60Z't 6r8 GEL'Y 92T 214 161 pouad jo BujuuiBaq ‘ssoUe(eqg puny pue SaAIssay
- - v oS - - 1]k 62z suojietiqo spouad Joud JO UOR|IBIUIRD J0 UO SBuiAeg
8 (14 viv) (654) l606"1) vT (2tr¥) 08) BUNLIONIAXI YIA0 FWOONI HO (TVILHOHS) SSIOXT L3N
o6t wi 199'L 168's 86£°06 Siv'ze vBL'gE 8192y FUNLIANIIXA TVLOL
951 g 199'L 168'G 86€'05 Slp'ze peL'9e 819'Tk ainypusdixg
‘THNLIGNTIdX3
obZ agl €52 ZEL'S [2:74:14 6EV2E 868 88G'TY SNOONI VLOL

- - 6 73 - - 069 049 SNOJR|BOSIANBIO

. - - 602 - - - - sjuswisnipe alueyoxa Asuauny

8 ¢l 9G 44 So0L'L 158 24 261 Swool) Jsatiu

454 Sl 89L'9 [+1: 744 - - - - PaISpual S30IAIaS 0] SALOOU|

- - yis €26 TeeLl yabtl - - sjuawaBueue uoljezuebio-1aju) JApUN PanSod) SpUnd
IWOIY) INOBUR||BISIN/IBULID
- - - - T86'6T esv'ozT - - SUORNGLINOD KLeun|oA

- - - - - . sor'LL SER'OZ SUOJieN pajun woy

- - - - - - sov'LL SER'0Z OLM woy
SLOINQLIUOD PA3SISSY
*JINODNI

€661 G661 £661 G661 €66} G661 €661 G661
spung 8)s09 poddng SaIANOY uonesadood
|ereds o wweiboly leuysal PuUny jeiouan)
SALIANLOY ¥3IH10

1uauR)es

(s3e[TOp $39B}S PN JO SpuUESNOY])

OLA/AVLONN TALNHD FAVIL TYNOLLVNIHLNI

- 4=



“sjuawo)e}s jelourul) oy} jo ped jesfajut ue ase sejou Fuiluedwoooe ay)

‘g 8jou 8ag /B

654 00Z 128t 991 ost'ze (-] .2A4:74 €zh'e LEF} SIONVIVE ANNL ANV SIANISIY ‘S3LNAVIT WLIOL
651 1174 6r8 ori 9z’ 0SZ'T 16} obe SFONVIVE GNNA ANV SIANISI Tviol
65t 007 [A¥4 - - - 6L ore (uayap) snidins aaeinwing
- - - - gL'l 9L’ - - ssouop Aq papun) sjoefoid o) Bupejss seourjeg
- - g9 vl 880’} 8801 - - sanasal BujjesodO
SIONVYIVE ANNd ANY SIAYASIY
- - L9 9z ¥26'6T 666'GC 926'C S80'L SNV TV.LIO0L

- - - - 162'¢} €20'ri - - 800U penajeq
:selel] JOYO

- - S - £L8's 1584 61 €cl P40

- - 165 6l 955 8.6 Los 8z siqeded seauejeq punj-jo)
:ajqefed sjunoooy
- - (173 2 996'9 £19'y 66¥'} pre suonebygo pejepinbijun
- - - - 2e5'L (7244 108 08 20UBADE U) paaiBoa) sjuawiAed 1o suojngujuon
s3mavil
65k 00T 125't 88l ost'ze 6vZ'8Z €zL'e LEP'L S13SSV TviOoL

- - 12 + 065’ ovo'e [441 €51 sjosse Jayjo pue sefiteyo panejsq

- - - - 09L's 69L'S - - suoreoojje jusdsun
:S}9SSE JBYID

- - oo 8zZ1 162'T £78'C pAxA 8¢ 1410

651 00z - - S65'L T4 - - 9|qeAIa0as SRaURjRq pUNj-sopy
19JEAI200] SJUNCODY
- - - - obs'e €50'e - - SIqEAIR00) SUOINGUIUCD Alejunjop
- - 0zZ't £ 89E'11 6£8'L 6LL'T 968 spsodap wia) pue ysen
$13SSY

€661 ce6l £661 G661 €661 G661 £661 G661
spung s)so) uoddng sanApRay uopesadood
|ejoads Ja3o awweiford Jeajuyoa) punj jesauan
SILIALLDY HAHLO

1 juswelg

(se[[op sa1elg PONU) JO Spuesnoy)

/% CGET IPquIdda(] [¢ 1¢ SE 500Ue[eq PUNf PUE S9AIG501 SINNIQEY] 'S108S€ JO JUSUISIES -

BIWUINS SPUty 1y

OLA/AVLONN HALNHD HAVIL TVYNOILVNIFLNI

-5




INTERNATIONAL TRADE CENTRE UNCTAD/WTO

(Thousands of United States dollars)

General Fund: _statement of cash flow for the biennium ended 31 December 1995 a/

Statement ]l

1985 1983
CASH FLOWS FROM OPERATING ACTMITIES:
Net excess (shortfall) of income over expenditure (Statement i) {80) (447}
{Increase) decrease in other accounts receivable {150) (25)
(Increase) decrease in other assets 41 322
Increase (decrease} in unliquidated obligations (655) 804
Increase (decrease) in accounts payable 114 12
Increase (decrease) in other liabilities {728) 808
Less: Interestincome {198) {117}
NET CASH FROM OPERATING ACTIVITIES (1,738) 1,357
CASH FLOWS FROM INVESTING AND FINANCING ACTIVITIES:
Increase (decrease) in inter-fund balances payable (572) {216)
Plus: interest income 198 117
NET CASH FROM INVESTING AND FINANCING ACTIVITIES (374) {99)
CASH FLOWS FROM OTHER SOURCES:
Savings on, or cancellation of, prior periods' obligations 229 210
NET CASH FROM OTHER SOURCES 229 210
NET INCREASE {DECREASE) IN CASH AND TERM DEPOSITS {1,883) 1,468
CASH AND TERM DEPOSITS AT BEGINNING OF PERICD 2,779 1,311
CASH AND TERM DEPOSITS AT END OF PERIOD 896 2,779

a/ Seenote 7,

The accompanying notes are an integral part of the financial statements .
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Schedule 4.2
INTERNATIONAL TRADE CENTRE UNCTAD/WTO

General Fund: _schedule of miscellancous income for the bicnnium ended 31 December 1995

(Thousands of United States doliars)
Revisad Actua! income Actual income
ed estimates asat as at
‘or the biennium 31 December 1985 31 December 1993
1894-1895
Interest on investments 221 ) 198 117
Miscellaneous income:
Income from rental of premises 465 465 551
Sale of publications 81 53 66
Refund of prior years' expenditures 62 62 66
Misceilaneous 94 S0 7
Subtotal 672 670 60

TOTAL OTHER/MISCELLANEOUS INCOME 83 868 807
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INTERNATIONAL TRADE CENTRE UNCTAD/WTO

Statement V

Technical cooperation activities: combined statement of income and expenditure and changes in

reserves and fund balances for the biennium ended 31 December 1995 a/

{Thousands of United States dollars)

Tachnical Financed
Cooparation by TOTAL
Trust Funds UNDP 1995 1993
INCOME:
Voluntary centributions 20,458 - 20,458 29,992
Cther/Miscellaneous income
Funds received under inter-organization arrangements 1,014 10,410 11,424 17,392
Interest income 857 - &57 M7
TOTAL INCOME 22,028 10,410 32,439 48,101
EXPENDITURE:
Sataries and common stalff costs 13,827 4,998 18,925 29,340
Travel 1,433 711 2,144 3,269
Contractual services 639 402 1,101 1,808
General operating expenses 826 580 1,506 2,651
Acquisitions 1,285 823 2,108 2,374
Fellowships, grants, etc. 1,311 1,035 2,348 4,198
Total project costs 19,581 8,549 28,130 43,630
Programme suppoit costs 2,424 1,881 4,285 6,768
TOTAL EXPENDITURE 22,005 10,410 32,415 50,398
NET EXCESS (SHORTFALL) OF INCOME OVER .
EXPENDITURE 24 24 (2,297
Transfers toffrom reserves - - - 388
Reserves and fund balances, beginning of period 2,228 - 2,226 4,135
RESERVES AND FUND BALANCES, END OF PERIOD 2,250 - 2,250 2,226
Technical cooperation activities: combined statement of assets, lisbilities,
reserves and fund balances as at 31 December 1995
(Thousands of United States doliars)
Technical Financad
Cooparation by TOTAL
Trust Funds UNDP 1998 41993
ASSETS
Cash and term deposits 7,437 402 7,839 11,368
Voluntary contributions receivable 8,853 - 8,853 3,540
Accounts receivable
Inter-fund balances receivable 778 - 778 397
Due from ITC General Fund 28 - 28 €01
Due from ITC Programme support cost 19 - 19 598
Other 1,025 1,498 2,523 2,296
Other assets
Unspent aliocations - 5,169 5,169 8,760
Deferred charges and other assets 2,211 829 3,040 3,580
TOTAL ASSETS 20,351 7,898 28,249 32,180
LIABILITIES
Contributions or payments received In advance 4,384 - 4,384 7,532
Unliquidated obligations 1,158 775 1,833 3,452
Unliquidated obligations (future periods) 1,930 810 2,740 3,514
Accounts payable
Inter-fund balances payable - 778 778 397
Due fo training packs sevolving fund (statement VI) 56 - 56 37
Due to EDP/ICC revelving fund (statement VI) 144 - 144 122
Cther 1,575 386 1,941 1,573
Cther liabilities
Deferred income 8,854 5,169 14,023 13,207
TOTAL LIABILITIES 18,101 7,898 25,998 29,924
RESERVES AND FUND BALANCES
Operating reserves 1,088 - 1,088 1,088
Balances relating to projects funded by donors 1,162 - 1,162 1,138
TOTAL RESERVES AND FUND BALANCES 2,250 - 2,250 2,226
TOTAL LIABILITIES, RESERVES AND FUND BALANCES 20,351 7,888 28,249 32,150

2f Seenote 8.

The accompanying notes are an integral part of the financial statements.
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INTERNATIONAL TRADE CENTRE UNCTAD/WTO

Other special funds: combined statement of income and expenditure and changes
in reserves and fund balances for the biennium ended 31 December 1995 a/

Statement V1

(Thousands of United States dollars)
Training Packs EDP/ICC b/
revolving fund revolving fund Total
1895 1993 1885 1993 1895 1993
INCOME: ‘
Sales of training packs to projects 10 25 - - 10 25
Sales of services to projects - - 70 142 70 142
Sales of training packs to others 23 27 - - 23 27
Sales of services to others - - 72 38 72 38
Interest income 4 2 9 6 13 8
TOTAL INCOME 37 54 151 186 188 240
EXPENDITURE:
Cost of reprinting, translations, stc. 18 51 - - 18 51
Cost of ICC setvices - - 129 105 129 105
TOTAL EXPENDITURE 18 51 129 105 147 156
NET EXCESS (SHORTFALL) OF INCOME OVER
EXPENDITURE 19 3 22 81 41 84
Resarves and fund balances, beginning of period 37 34 122 41 159 75
RESERVES AND FUND BALANCES, END OF PERIOD 56 37 144 122 200 159
Other special funds: combined statement of assets, liabilities,
reserves and fund balances as at 31 December 1995
(Thousands of United States dollars)
Training Packs EDPACC b/
revolving fund revolving fund Total
1985 1983 1895 1993 1995 1993

ASSETS
Due from ITC Trust Funds {Statement V) 56 37 144 122 200 159
TOTAL ASSETS 56 37 144 122 200 159
LIABILITIES - - - - . .
TOTAL LIABILITIES - - - - - -
RESERVES AND FUND BALANCES
Cumuilative surplus (deficit) 56 37 144 122 200 159
TOTAL RESERVES AND FUND BALANCES 56 37 144 122 200 159
TOTAL LIABILITIES, RESERVES AND FUND BALANCES 56 37 144 122 200 159

a/ See note 2 (n) and (o).
W E

ic Data Processing/Interational C

&/ P g

The accompanying notes are an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

Note 1. The International Trade Centre and its activities

On 12 December 1967, the General Assembly adopted resolution 2297 (XXII)
approving the establishment of the International Trade Centre "to be operated
jointly by the United Nations Conference on Trade and Development and the
General Agreement on Tariffs and Trade on a continuing basis and in equal
partnership" with effect from 1 January 1968. These arrangements had previously
been endorsed by the GATT Council on 22 November 1967. Governmental supervision
of the International Trade Centre is exercised by the Contracting Parties to the
GATT and by the Trade and Development Board of UNCTAD, and the Joint Advisory
Group is responsible for advising on the work programme and activities of the
Centre. 1In 1995, the Secretary-General of the United Nations and the Director-
General of the World Trade Organization agreed to recommend to the responsible
intergovernmental organs that the present arrangements governing the status of
the Centre as a joint body be confirmed and renewed with WTO subject to revised
budgetary arrangements, as called for by the General Council of WTO.

The Centre is a technical cooperation cxganization whose mission is to
support developing and transition economies, and particularly their business
sectors, in their efforts to realize their full potential for developing exports
and improving import operations with the ultimate goal of achieving sustainable
development. The Centre deals specifically with the operational aspects of
trade promotion and export development. Its regular budget is financed jointly
and equally by the United Nations and GATT/WTO, and technical cooperation
projects are financed by voluntary contributions from trust fund donors and by
allocations from the United Nations Development Programme (UNDP).

Note 2. gSummary of gignificant accounting and financial reporting policies

of ITC

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

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

(11} Prudence, substance over form, and materiality should govern the
selection and application of accounting policies;

{iii} Financial statements should include clear and concise disclosure of
all significant accounting policieg which have been used;
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{iv) The disclosure of the significant accounting policies used should be
an integral part of the financial statements. The policies should
normally be disclosed in one place;

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

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

(b) The Centre’s accounts are maintained on a "fund accounting" basis, and
each fund is maintained as a distinct financial and accounting entity with a
separate self-balancing double-entry group of accounts.

(c) The financial period of the Centre is a biennium and consists of two
consecutive calendar years.

(d) Income, expenditure, assets and liabilities are recognized on the
accrual basis of accounting.

(e) The accounts of the Centre are presented in United States dollars.
Accounts maintained in other currencies are translated into United States
dollars at the time of the transaction at rates of exchange established by the
Controller. In respect of such currencies, the financial statements prepared at
such intervals as may be prescribed by the Controller, under delegation of
authority from the Under-Secretary-General for Administration and Management,
shall reflect the cash, investments, unpaid contributions and current accounts
receivable and payable in currencies other than United States dollars,
translated at the applicable United Nations rates of exchange in effect as at
the date of the statements. In the event that the application of actual rates
at the date of the statements would provide a valuation materially different
from the application of United Nations rates of exchange for the last month of
the financial period, a footnote will be presented quantifying the difference.

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

{g) The Centre’s financial statements are presented in accordance with the
ongoing recommendations of the Consultative Committee on Administrative
Questions (Financial and Budgetary Questions) Working Party on Financial
Statements. In the interest of harmonizing the presentation of financial
statements within the entire United Nations system, the recommended standards
require the presentation of summary financial results for all of an
organization’s activities in statements I and II and in statement III the
presentation of its general fund cash flows.

(h) The results of the Centre’s operations presented in statements I
and II are shown at the summary level by general type of activity. Their
presentation in a summarized format does not imply that the various separate
funds can be intermingled in any way, since normally resources may not be
utilized between funds.

(i) Certain reclassifications have been made to some of the comparative
figures shown in the financial statements for the period 1 January 1992 through
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31 December 1993 in order for them to conform to the new financial statement

formats.

None of these reclassifications of the 1993 figures represents any

real change in the financial results for that pericd.

(3)

Contingent gains or losses or events occurring after the date of the

balance sheet are disclosed in the financial statements if they are considered
to be of such importance that non-disclosure would effect the ability of the
users of financial statements to make proper evaluations or decisions.

(k)

(1)

(ii)

{1ii)

(iv)

(v)

(vi)

{vii)

{viii)

General Fund:

General Fund income is recognized for financial statement purposes
when the appropriations have been approved by the United Nations and
by WTO; )

Other/miscellaneous income includes income from the rental of
premises, sales of publications, interest earned on various bank
accounts and time deposits, refunds of prior years’ expenditures and
other miscellaneocus items, including sales of obsolete equipment;

Refunds of expenditure which had been charged in the same financial
period against the budgetary accounts are credited against the same
accounts, but refunds of expenditure relating to the prior financial
periods are credited to miscellaneous income;

Gain or loss on exchange: on the closing of the accounts at the end
of each financial period, the balance for loss or gain on exchange is
debited to the budget if there is a net loss; if there is a net gain,
the gain is credited to miscellaqeous income;

Savings on liquidation of prior periods’ obligations are credited
directly tc the fund balance.

Assgets:

Cash and term deposits comprise funds on deposit in interest-bearing
bank accounts, certificates of deposit and call accounts. They are
shown in the statements of assets and liabilities as cash, and apart
from changes in value arising from the retranslation of currencieg as
provided for in paragraph (e) above, all investments are stated at
cost;

Deferred charges comprise expenditure items which are not properly
chargeable in the current financial period and which will be charged
as expenditure in the subsequent financial period. These expenditure
items include commitments approved by the Controller for future
financial periods, in accordance with financial rule 110.6. Such
commitments are normally restricted to administrative requirements of
a continuing nature and to contracts or legal obligations in which
long lead times are required for delivery. Unliquidated obligations
for future years are reported as deferred charges and as a separate
liability item;

For balance sheet purposes only, those portions of education grant
advances which are assumed to pertain to the scholastic years
completed as at the date of the financial statement are shown as
deferred charges. The full amcunts of the advances are maintained as
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{ix)

{(x)

(xii)

({xiii)

{xiv)

(xv)

(1)
(i)

(ii)

(iii)

accounts receivable from staff members until the required proofs of
entitlement are produced, at which time the budgetary accounts are
charged and the advances recovered;

Furniture, equipment and other non-expendable property are not
included in the assets of the Centre. Acquisitions are charged
against allotments in the year of purchase.

Liabilities and reserves and fund balances:

To comply with the new uniform financial statement formats, the
classification of operating reserves and other types of reserves has
been changed from that employed previously. Formerly, all such
reserves were considered to be liabilities of the Centre and were
included in the liability totals shown in the financial statements.
Reserves are now considered to be one component of a new category
encompassing both reserves and fund balances, and they are accordingly
included in the totals for "Reserves and fund balances" shown in the
financial statements;

Commitments of the Centre relating to prior, current and future
financial periods are shown as unliquidated obligations. Current
period obligations related to the General Fund remain valid for
12 months following the end of the biennium to which they relate;

Unliquidated obligations for future financial periods are reported
both as deferred charges and as unliquidated obligations;

Deferred income includes pledged contributions for future periods and
other income received but not yet earned;

No provision is made in the General Fund for repatriation grant
entitlement or to meet contingencies under appendix D to the Staff
Rules of the United Nations, as funds are provided for in budget
appropriations;

Liabilities do not include any provision for benefits payable to staff
on termination of service.

Technical cooperation accounts:

Statement V, on technical cooperation activities, reports on
activities financed by UNDP and the trust funds;

Funds received under inter-organization arrangements - UNDP: the
figures for allocation income from UNDP are the same as reported for
total expenditure, in line with UNDP procedures, which require that
allocations be adjusted to equal actual expenditure;

Voluntary contributions - trust funds: contributions from Governments
or other donors are recorded upon receipt of the contribution or upon
approval of the project by the donor. All monies accepted for
purposes specified by the donor are treated as trust funds or special
accounts. 'Separate trust funds are set up for each project as
approved by the donor and the recipient country;
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(iv)

(v}

(vi)

{vii)

(viii)

{ix)

{x)

Interest and miscellaneous income arising from UNDP activities are
credited to the operating fund accounts maintained with that
organization. Interest accruing £rom the short-term investment of
trust funds is credited first to the operating reserve to maintain
that reserve at the agreed level (see subpara. (xii) below), then to
support costs to meet any annual deficit attributable to currency
fluctuations, and thereafter to donors’ funds. Trust fund
miscellaneous income accruing from the sale of surplus property or
refunds of expenditure are credited to the project from which the
purchase or expenditure was originally financed. If the project is
closed, this income is credited to the donor;

Unspent allocations/deferred income - UNDP: the unspent balance of
allocations issued for the current year, together with allocations
issued for future years, is reflected as an asset and as deferred
income. Unspent allocations foxr UNDP-financed projects are based on
the project budgets. Unspent allocations for UNDP-administered trust
funds are based on allocation advices issued by UNDP;

Deferred income for other trust funds comprises contributions received
in respect of project budgets which extend beyond the current period,
together with the programme support income relating to those project
budgets; '

Unliquidated obligations for the current period in respect of UNDP-
financed activities remain valid for 12 months following the end of
the year, rather than the biennium, to which they relate. However, in

_accordance with UNDP reporting requirements, executing agencies may

retain unliquidated obligations beyond 12 months when a firm liability
tc pay still exists; in such cases liabilities are reported as
accounts payable in the financial statements. Savings in the
liquidation of prior period obligations are credited to individual
projects as a reduction of current periocd expenditure, in accordance
with UNDP reporting requirements. Unliquidated obligations for trust
fund projects remain valid for the life of the project;

A system of average costing is used for UNDP projects whereby those
elements of experts’ actual costs which are unigue to the individual
expert are charged to UNDP projects at average cost, calculated by
apportioning those costs over all UNDP projects in respect of which
expert-months have been delivered in the current period;

A system of standard costs is applied to trust fund projects.
Projects are charged at standard costs for the provision of experts’
services, the annual difference between the standard applied and the
actual costs incurred being transferred to the operating reserve (see
subpara. (xi) below);

Loss or gain on exchange: any exchange difference incurred in respect
of UNDP projects is debited or credited to the operating fund
maintained with that organization. Any differences accruing on trust
fund projects in respect of normal day-to-day transactions are borne
by the appropriate project budgets. Those currency fluctuations which
cannot be attributed to any particular project are debited/credited to
the operating reserve {see subpara. {(xi));
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(xi)

(xii)

{xiv)

{m)

{1)

(ii)

(iii)

(iv)

(n)

Operating reserve - trust funds: the Centre’s policy is to maintain
this reserve at a predetermined level, and agreement has been reached
with donors that the first charge upon interest be for the purpose of
maintaining the reserve at that level;

Trust fund donors’ fund balances comprise the unobligated balance of
allocations, contributions not yet allocated, residual balances of
closed projects, interest, and miscellaneous income, including those
items described under subparagraphs (iv) and (xi). These funds are
held pending instructions from the donor as to their disposal and are
constantly under review in the course of continuing discussions which
are maintained with all donors;

Miscellaneous income: all monies accepted for purposes specified by
the donors are treated as trust funds or special accounts. However,
monies accepted in respect of which no purpose is specified are
treated as miscellaneous income;

Provision to meet contingent liabilities for compensation under
appendix D to the Staff Rules of the United Nations for personnel
financed by technical cooperation trust funds is calculated on the
basis of 1 per cent of the net base pay. This provision is maintained
in the United Nations General Fund.

Support costs:

Reimbursement for programme support costs is provided for in respect
of extrabudgetary technical cooperation activities and accounted for
in the support costs fund. The reimbursement is calculated as a
percentage of the programme resources expended;

Unliquidated obligations in respect of special accounts for programme
support costs are accounted for on the same basis as for the General
Fund;

Any balance in the support costs fund is carried forward to the next
biennium;

An operating reserve at 20 per cent of estimated support cost income

is required to be maintained to meet contingent liabilities, in
accordance with the administrative instruction in document ST/AI/285.

Training packs revolving fund

Income accruing from the sale of any training pack or similar item financed
from trust fund resources is credited to the training pack revolving fund and
utilized to finance the costs of reprinting, translation and other related

costs.

(o)

EDP/ICC revolving fund

Income accruing from the sale of electronic data-processing services
financed from trust fund and other resources is credited to the Electronic Data
Processing/International Computing Centre (EDP/ICC) revolving fund and utilized
to finance the provision of further services.
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Note 3. BAll funds summary: income and expenditure and changes in regervesg and

fund balances (statement I}; asgets, liabilities and reserves and fund

balances (statement II) '

(a) Statements I and II contain financial results for all the Centre’'s
funds, which are totalled into four groups of related funds reflecting all
activities of the Centre. This summarized presentation should not be
interpreted to mean that any of the individual funds can be used for any purpose
other than that for which it is authorized.

(i) "Technical cooperation activities" include the same financial resulits
as are reflected in statement V;
(ii) “Other special funds" include the Centre’s other funds which are
maintained for a variety of purposes (statement VI).

(b} The inclusion of the changes during the financial period shown in
"Reserves and fund balances" as part of the statement of income and expenditure
represents a major change in presentation to comply with the new financial
statement formats. Formerly, these changes had been included in the fund
balance section of the statement of assets and liabilities.

Note 4. General Fund (gtatement I)

Income:

Under the terms of Gemeral Assembly resolution 2297 (XXII) of
12 December 1967 and the decision of the Contracting Parties to the General
Agreement on Tariffs and Trade (GATT) of 22 November 1967, the regular budget of
ITC should be shared equally between the United Nations and GATT, whose share
has been taken over by WTO.

The final performance report of the Centre (ITC/BUD/18) provided for
estimated expenditures of $42,988,000, including estimated income of $1,319, 000,
thus requiring a contribution of $20,834,500 from each of the parent bodies.

Note 5. General Fund (statement II)

{2) Assets:

(i} Cash and term deposits represent the net total of all cash balances
less any overdrafts. The amount of $895,817 (1993: §2,778,961)
includes $732,628 (1993: &2,280,627) held in interest-earning
deposits;

{ii) Accounts receivable comprise (United States dollars) :

31 December 1995 31 December 1993

Advances to staff 225 261 142 313
Value added tax (VAT} to be
reimbursed by Governments 122 852 -
Accrued interest 30 2 376
Miscellaneous items 33 842 87 261
381 985 231 950
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(iii)

(iv)

(b)

{1)

{id)

(iii)

(iv)

Inter-fund balances reflect transactions between the Centre’s funds
which are normally settled in the following month;

Deferred charges comprise (United States dollars):

31 December 1995 31 December 1993

Education grant advances to

staff (note 2 k (viii)) 115 805 94 875

Miscellaneous items paid in

advance - 37 090 17 300
152 8395 112 175

Liabilities:

Contributions or payments received in advance represent an excess
contribution paid by WTO for 1995;

Accounts payable comprise {United States dollars):

31 December 1995 31 December 1993
Balances due to staff 81 516 -
Other items 51 701 18 954
133 217 18 $594

Deferred income represents an excess contribution paid by WTO for
1995;

In addition to the above-mentioned liabilities, ITC has financial
commitments in respect of leases extending beyond the financial period
ended 31 December 1995. The estimated costs of these arrangements to
be met from the appropriations of the following two bienniums are
(United States dollars):

1996-1997 19598-1599
Lease of ITC headquarters
building 3 220 121 3 220 121
Lease of reprographic
equipment 325 133 187 483
Lease of photocopiers 60 775 -

Reserves and fund balances

The surplus account of the Centre’s General Fund represents funds
available for the credit of the United Nations and WTO arising from
the uncbligated balance of appropriations and the liquidation of
obligations for the prior period. During the biennium, a surplus of
$425,850, comprising $1i97,048 brought forward from the biennium
1992-1993 and $228,802 representing the savings on the liquidation of
1992-1993 obligations was offset against the contributions of the
United Nations and WTO.
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Note 6. Special account for programme support costs {statement T)

(a) Total income during the biennium comprises (United States dollars}:

193%4-319395 1892-1993
Support costs on trust fund
projects 2 424 108 3 776 019
Support costs on UNDP
projects 1 861 198 2 992 396
Support costs on associated
agency projects 523 013 336 719
Interest 44 041 56 349
Miscellaneous 279 982 91 638
5 132 342 7 253 121

(b) Expenditure during the biennium comprises (United States dollars):

1994-1995 1892-1993
Salaries and common staff
costs 5 300 067 6 720 250
Travel 9 835 5 077
Contractual services 57 057 184 348
General operating expenses 6 268 20 953
Fellowships, grants, other 518 285 736 008

5 891 612 7 666 636

(c} Reserves and fund balances

There was no cumulative surplus as at 31 December 1595, reflecting the
following movements during the biennium (United States dollars):

Surplus balance as at 1 January 1994 211 872
Savings on liquidation of prior period obligations 50 004
Transfers from operating reserve 497 394
Excess of expenditure cver income {759 270)
Balance as at 31 December 1995 0

Operating reserves totalled $140,120 as at 31 December 1995, reflecting the
following movements during the biennium:

Operating fund balance as at 1 January 1994 637 514
Transfers to surplusg account (497 394)
Balance as at 31 December 1995 140 120

The operating fund balance is currently less than the level required by the
administrative instruction in document ST/AI/285. This fund will be regtored to
the required level in 199s5.
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Note 7. General Fund: cash flow (statement IITI)

Statement III was previously presented in a different format in an annex to
the financial statements. The current format is based on the "Indirect method"
of cash flow statements covered by International Accounting Standard Number 7.

Note 8. Technical cooperation activities (statement V)

{(I) Trust funds
(a) Assets

(i) Cash comprises (United States dollars):

31 December 1995 31 December 1993

Cash at banks 442 296 426 603
Interest-bearing deposits 6 994 364 10 853 609
Held by imprest holders 400 3_705

7 437 060 11 283 817

The total cash includes the following non-convertible currencies:
82,482 Polish zlotys.

(1ii) Miscellaneous accounts receivable comprise (United States dollars):

31 December 1995 31 December 1993

Advances to staff members 86 236 110 272
Accrued interest 62 010 19 497
vValue added tax (VAT)
recoverable from Governments 24 356 39 891
Amounts billed to various
organizations 25 212 32 897
Other items 237 242 46 808

435 056 249 365

(iii) Deferred charges and other assets comprise (United States dollars):

31 December 1995 31 December 1993

Unliquidated obligations for

future periods 1 929 778 2 705 102

Due to other agencies 22 -

Inter-office vouchers in

suspense 40 270 18 869

Education grant advances to

gstaff (note 2 k (wviii)) 1 417 7 165

Miscellaneous items 19 390 29 291
2 210 910 2 760 427
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(b} Liabilities
(i) Accounts payable comprise (Uniﬁed States dollars}:

31 December 1995 31 December 1993

Balance of the report :
processing account 8 531 110 2391

Cutdated cheques 334 9 528

Fund balances payable to

donors 137 965 -

Payable to staff ' 74 340 -

Miscellaneous items - 43 149
221 170 163 368

(ii) Deferred income comprises (United States dollars):

31 December 1895 31 December 1993

Contributions receivable foxr .
future years 8 853 332 3 540 306

{(c} Operating reserve

The operating reserve is maintained to meet such contingencies as those
ariging from the termination of employment of experts, and is derived,
inter alia, from the difference between the standard costs applied to projects
and the actual costs incurred. BAs reflected in the summary of significant
accounting policies (note 2), it is the Centre’s policy to maintain the reserve
at a predetermined level ($1,087,816 for the biennium 1994-1995), and, with the
general agreement of the donors, the first charge upon interest accruing from
the investment of funds is to maintain the reserve at that level.

{(II) UNDP
{(a) Assets

(i) Cash comprises (United States dollars):

31 December 1995 31 December 1993

Cash at banks 399 082 78 794
Held by imprest holders 3 055 5 444
402 137 84 238

(ii) Accounts receivable comprise (United States dollars):

31 December 1895 31 December 1993

Due from other agencies 1 344 788 1 238 274
Due from staff 139 478 81 149
Miscellaneous items i3 51i¢ 160 074
1 437 776 1 479 497
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(iii) Deferred charges comprise (United States dollars):

31 December 1995 31 December 1993
Unliquidated obligations for
future periods 810 1459 808 570
Education grant advances to
staff (note 2 K (viii)) 6 792 5 020
Other items 11 612 15 477
828 553 829 067

(b) Liabilities
Accounts pavable comprise (United States dollars):

31 Decembexr 1995 31 December 1993

Unligquidated obligations

billed to other agencies 252 221 237 044
Miscellaneous items 23 779 80 716
276 000 317 760

(c) Statement V excludes expenditure of $2,377,331 on projects executed by
the Centre for various organizations as an associated agency. Those
expenditures are reported fully in the executing agencies’ own financial
statements. The programme support cost income earned from these activities,
$523,013 {(1992-1993: 5336,719) is included in statement I.
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