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LETTERS OF TRANSMITTAL

30 April 1981

Sir,

Pursuant to financial regulation 15.1, as amended, I have the honour to
submit the annual accounts of the United Nations Fund for Population Activities

as at 31 December 1989, wvhich I hereby approve.

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

Accept, Sir, the assurances of my highest consideration.

(Signed) Rafael M. SALAS
Executive Director of the
Unitcd Nations Fund for
Population Activities

The Chairman of the Board of Auditors
| United Nations
. New York
;
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15 June 1981
Sir,

T have the honour to transmit to you the financial statements of the United
Nations Fund for Population Activities as at 31 December 1980, which were submitted
by the Executive Director. These statements have been examined and include the
audit opinion of the Board of Auditors. o

In addition to the above, I have the honour to present the report of the
Board with respect to the United Nations Fund for Population Activities Accounts
for the year 1980.

Accept, Sir, the assurances of my highest consideration.

(Signed) OSMAN GHANI KHAN
Comptroller and Auditor General of Bangladesh
and .
Chairman, United Nations Board of Auditors

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



I, TFINANCIAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1980

1. The Executive Director of the United Nations Fund for Population Activities
has the honour to submit herewith the annual financial report of the United
Nations Fund for Population Activities (UNFPA) for the year ended 31 December 1980
and the report of the Board of Auditors. The accounts consist of four statements
supported by eight schedules accompanied by notes which are an 1ntegra1 part of the
financial statements.

2. This submission is made in conformity with regulation 15.1, as amended, of
the Financial Regulations and Rules of the United Nations Fund for Population
Activities originally approved by the Governing Council. of the United Nations

- Development Programme at its seventeenth session. ’

Participating and executing agency accounts

3. In accordance with UNFPA financial regulation 15.2, the UNFPA financial
accounts incliude the accounts of the status of funds allocated to the participating
and executing agencies for the execution of UNFPA activities in 1980. As of the
date of this report, the following participating and executing agency has
transmitted audited accounts to UNFPA:

Food and Agriculture Organization cf the United Nations (FAO)

The following participating and executing agencies have provided a statement of
their accounts as subm:.ted for audit:
United Nations Educational, Scientific and Cultural Organlzatlon (UNESCO) -
United Nations Children's Fund (UNICEF)
International Labour Organisetion (ILO) and World Health Orgenization (WHO) have

submitted unaudited interim accounts for the 12-month period ended 31 December 1980,
and will be submitting audited statements for the biennium 1980-1981.

In respect of the following executing‘agencies, the UNFPA financial statements
incorporate the information in respect of the 12-month period ended 31 December 1980
vhich is contained in the interim financial statements of the United Nations:

United Nations

United Nations Industrial Development Organization (UNIDO)

Fconomic Commission'for Latin America (ECLA)

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

Economic Commission for Africa (ECA)

Eeonomic Commission for Western Asia (ECWA)



Should any changes be reported in the audited accounts of any of the participating
and executing agencies, they will be reported to the General Assembly and to the
Governing Council at subsequent sessions. The Executive Director will submit to

& subsequent session of the Governing Ccuncil copies of the audited statements and
reports, if any, of the participating and executing agencies and copies of any
relevant resolutions adopted by their governing bodies, as required under UNFPA
financial regulation 15.2.

L, The following change was reported in the audited 1979 accounts submitted by
the participating and executing agencies after the date of submission of the
Executive Director's 1979 financial report:

An increase of $257,167 in project expenditure of the Food and Agriculture
Orgenization of the United Nations.

? Adjustment for the above change has been made in the UNFPA finaneial statements
for the year ended 31 December 1980.

Financial status of the Fund

5, On 1 January 1980, the unencumbered balance of the Fund was $32,607,429,
which consisted of $25,340,305 in unspent 1979 allocations and $7,267,124 in
wallocated funds, as shown in statement III.

6. Statement I shows that during 1980 UNFPA received income ol $128,723,218
and had expenditures of $147,517,68k, which resulted in an excess of expenditure
over income of $18,T79L,L66. ‘

T, As shown in Statement III, the balance of the Fund at 31 December 1980 was
$13,812,963 (i.e. the opening balance at 1 January 1980 of $32,607,429 less the
excess of expenditure over income of $18,794,466). For the year ended

31 December 1980, the unencumbered balance comprised $13,947,521 of allocations

for the 1980 programme, which remained unspent and $134,558 of allocations in excess
of resources (statement III).

1980 programme budget and expenditures

8. At its twenty-sixth session, the Governing Council gave to the Executive
Director an approval authority for 1980 of $138 million. Total allocations at
year end consisted of $150,470,890 in project allocations, of which $25,340,305 -
were the carry-over of unspent allocations from the previous year; $4,239,268 in
allocations to the United Nations for programme support costs; and $6,772,697 in
allocations for the 1980 administrative and programme support budget of UNFPA
hezdquarters as approved by the Governing Council for the Fund's administrative
and programme support costs at its twenty-sixth session. )

9. Expenditures for 1980 totalled $147,517,684 - an increase of 12.0 per cent
over 1979 expenditures of $131,582,459. The breakdown of 1980 expenditures is
shown in statement I. These comprised programme expenditures of $6,755,047.
Administrative budget expenditures included only disbursements as the remaining
balances of unliquidated cbligations were cancelled after a thorough review. The
1980 administrative budget expenditures are not comparable with the 1979 figures
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as the 1979 expenditures included unliquidated obligations of $182,254. In
accordance with recommendations of the External Auditors, all 1979 and 1980
outstanding obligations were reviewed. Credits resulting from the cancellation
of unliquidated obligations were surrendered.

10. Project implementation, caleulated as the ratio of project expenditures to
project allocations rose from 83 per cent in 1979 to 90.T per cent in 1980. Of
the total 1980 project expenditures, 5T per cent was spent by the participating
and executing agencies, 28 per cent by UNFPA itself in directly-executed projects
(including the cost of UNFPA field co-ordinators), and 15 per cent correspond to
expenditures of non-governmental organizations' projects and special population
grants. -

Contributions from Governments for special population programmes

11. As authorized by the Governing Council at its seventeenth and twentieth
sessions, UNFPA received contributions from several Governments which were
designated, for special population programmes. Schedule 6 shows that in 1980 UNFPA
received $16,034,338 from the Governments of the Federal Republic of Germany, Japen
and the Netherlands for transfer to the International Planned Parenthood Federation
and $200,000 from the Goverament of Japan for transfer to the Inter~Governmental
Co-ordinating Committee. These transactions were performed es in previous years

at the request of the Governments concerned and the UNFPA's responsibility was
1imited to remitting the funds to the recipients. ‘

Trust funds

12. Schedule T shows the statement of account as at 31 December 1980 of the
Trust Funds authorized by the Governing Council for special population activities.
At the beginning of 1980, the unexpended balance of the Trust Fund of the Swedish
Government, which was established to support a population programme in Mexico,
was $207,158. Contributions received for the Swedish Trust Fund in 1980 were
$598,086 and interest income amounted to $18,325. The total amount available for
programming in 1980 was therefore $823,569, of which $528,295 was spent, leaving
atéyear end an unexpended balance of $295,27h ,t0 finance project activities in
1961.

13. At the beginning of 1980, the unexpended balance of the Norwegian Trust
Fund, established to support basic population needs, studies in developing
countries and other special population projects, was $712,596. Contributions
received during the year amounted to $1,863,980 and interest income was $93,128.
At 31 December 1980, the expenditures for the year amounted to $1,522,616 and the
unexpended balance availdble for 1981 activities was $1,147,088. .

1k. In 1980, two new trust funds were established by the Governments of Finland
and Denmark for special earmarked population programmes in selected countries.
Contributions received from the Finnish Government amounted to $262,67h and
interest earned on this account was $1,093. No expenditures were reported as at
31 December 1980 as payments were received towards the end of the year. The
Danish Government contributed an amount of $811,096 near the end of 1980. No
interest income was earned and no expenditures were reported.
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Operational reserve

15. During 1980, UNFPA maintained a fully funded operational reserve of
$20 million as established by the Governing Council at its fifteenth session.

Response to the Report of the Board of Auditors for 1980

16. TFollowing the practice commenced in 1974 the response to the report of the
Board of Auditors on the 1980 UNFPA accounts and financial statements is included
in the following paragraphs. For ease of reference, the pertinent paragraph
numbers are referred to in the same order as they appear in the report of the
Board of Auditors.

Trust funds (paras. L-6)

17. The Administration has informed the Board of Auditors that beginning in 1977,
with the establishment of the Horvemian Trust Fund, a uniform rate of 5 per cent
was instituted for all projects financed by the Norwegian and all future trust
funds to cover administrative and programme support costs. The service charge is
intended to cover programme support costs of directly executed projects by UNFPA,
which are financed by trust funds. In cases where the prolect is executed by a
United Nations specialized agency the programme support costs rate is the same as
the rate paid by UNFPA to an executing agency for implementation of UNFPA-funded
projects.

Government contributions (paras. T-8)

18. UNFPA has agreed with the comments of the Board of Auditors and has continued
to intensify its efforts to persuade all donor Govermments to payv the outstending
pledges and to regularize the payments of contributions. The Executive Director

has made arrangements for strict and close follow-up of payments of contributions.

Inventory control (para. 9)

19. As recommended by the Board of Auditors, new systems have been established
at headquarters for control and inventory of non-expendsble eguipment. Procedures
for submission of monthly reports of acquisition and disposal of non-expendeble
property by field offices are being reviewed to strengthen the control over
non-expendeble property. In addition, new formats of the UNFPA monthly report of
non~-expendable property are being designed to ensure compliance with UNFPA
Financial Rules.

Project management (paras. 10-11)

20. UNFPA has continued to improve its systems and procedures established at
UNFPA headquarters and in the field offices for monitoring programme implementation.
Annual country reviews and tripartite project reviews are being scheduled
systematically to provide insight into probléms of project implementations; a
larger number of country project eveluations have been planned as objective and
independent in-depth analysis of UNFPA-funded programmes and projects, and a
rigorous follow-up system has been established to monitor all project accounts and
obtain adequate audited statements to comply with the UNFPA financial procedures.

i .



Travel (paras. 12-13) .

21, UNFPA has agreed with the comments of the Board of Auditors and brought

to the attention of the UNDP Travel Section the auditors' observations regarding
the need for e thorough review of outstanding travel advances on & regular basis
to cbtain reimbursements from staff members in a timely manner, thus ensuring
compliance with the UNFPA administrative policies and procedures.



II. REPORT OF THE BOARD OF AUDITORS

Introduction

1. As required by General Assembly resolution Tk (I) and article XV of the
Financial Regulations of the United Nations Fund for Population Activities (UNFPA) ,
the Board of Auditors has audited the accounts of UNFPA for the year ended

31 December 1980.

5. The examination was made in accordance with article XIT of the Financial
Regulations of the United Nations and the annex thereto and with the common
auditing standards adopted by the Panel of External Auditors of the United Mations,
the Specialized Agencies and the International Atomic Energy Agency. The
examination was conducted at UNFPA headquarters in New York.

3. During the year, we reviewed the budgetary control, travel, expendable and
non-expendable property procedures. We also examined the procurement system, a
number of trust funds, and the system of internal controls. Our gudit identified
strengths and weaknesses in the financial systems and those weaknesses found to
exist in the system have been reported to the Administration with appropriate
recommendations for corrective action. The following are the most significant
rstters arising from our 1980 audit examination. We have discussed these matters
with the Administration whose responses are incorporated where sppropriate.

Trust funds

L, On the authority of the Governing Council, UNFPA received contributions

from two donor countries to finance certain trust fund projects. Our examination
of the expenditures of these projects revealed that reimbursement of the
administrative and programme support costs of the projects was being determined at
different rates for each project. For example, the administrative and programme
support costs of some of the projects were being reimbursed at the rate of

5 per cent of programme delivery while othér projects were charged 3.76 per cent.

5. To ensure that all the projects bear equal share of ‘the administrative and

programme support costs, we recommended that overhead costs should be charged to
projects at a uniform rate.

6. The Administration has informed us that it has considered these matters and
has taken appropriate action.

Government contributions

7. Over the years, there have been substantial increases in the activities

of UNFPA. Our review disclosed that the expenditures of the organization increased
from $72.1 million in 1977 to $147.5 million in 1980. In spite of these increases,
some Governments have not been paying their contributions on time. We noted that,
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despite efforts made by UNFPA, en amount of $8,033,759 of the pledges made for
1980 had not been paid by the year-end. Furthermore, the sum of %802,908 due from
certain Governments had remained outstanding over a number of years.

8. In view of the financial difficulties of UNFPA, we recommended that efforts
should be intensified to persuade the CGoverrments to pay the outstanding pledges.

Inventory control

9. During our review of inventory control, we noted a number of weaknesses
which we drew to the attention of the Administration.

(a) Contrary to UNFPA Financial Rules, monthly reports of acquisition and
disposal of non-expendable property and annual inventory reports were not sent
regularly and promptly by the field offices. Furthermore, we noted from the
reports sent in by the field offices that many of them-were not signed and that,
in a number of instances, they did not contain certificates of physical verification.
We recommended that control over non-expendable property should be strengthened and
efforts made to ensure compliance with UNFPA Financial Rules.

(b) The prescribed format of UNFPA for monthly report of non-expendable
property was not adequate. It did not provide for the date when a property
item was acquired and when it was disposed of. We recommended that the format
should be amended accordingly. The Administration took note of our
recommendations for fubure compliance.

Project management

10. Our review disclosed that systems and procedures established by UNFPA for
the menagement of projects were generally adequate. Our examination, however,
revesled that project delivery reports were not promptly sent by the field
offices. We also found that audited accounts for certain completed projects had

- not been received by UNFPA headguarters.

11. To facilitate effective monitoring of project implementation, we recommended
that appropriate steps should be taken to ensure that field offices promptly
submit project delivery reports as well as audited accounts on completed projects.

Travel

12. Travel accounts of UNFPA are maintained by the Travel Section of UNDP. This
section prepares the list of unsettled travel claims and submits it to UNFPA.
Administration of travel is, however, governed by the administrative procedures
of UNFPA's Pelicies and Procedures Manual.

13. According to UNFPA's administrative procedures, travel claims are to be
submitted within two weeks after the completion of travel. Where a staff member
fails to comply with this directive, the unsettled advances are to be debited
against the personal account of the officer. Our examination, however, revealed
that a number of travel advances had been outstanding for more than three years
and had not been debited against the personal accounts of the officers concerned.
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1h. Ue recommended that a review of outstanding travel advances should be
performed regularly and follow-up action taken promptly. Furthermore, we
recommended that appropriate steps should be taken to ensure compliance with

UNFPA edministrative policies and procedures.

Agency statements

15. The financial statements of UNFPA include amounts reported by the
participating and executing agencies. The Board of Auditors, as in prior
years, and in consideration of UNFPA Financial Regulation 15.2, has not audited
these balances, and, as in the past, will rely upon certificates provided to
UNFPA by the agencies' external auditors.

Comments on matters dealt with in the 1979 report

16. The Administration has taken into account all comments raised in the 1979
rerort and has proceeded to take further action on the matters.

Acknowledgement

17. The Board of Auditors wishes to express its appreciation for the co-operation
and sssistence extended ty the Executive Director, his officers and members
of their staff.

(signed) Csmsn Ghani KHAN
Comptroiler and Auditor General
of Bangladesh

(Signed) Hendrik VREBOS
Senior President of the Court of Accounts
: of Belgium

_ (8izned) J. B. H. COLEMAN-
Acting Auditor General of Ghana



III. AUDIT OPINION

We have examined the following eppended finencial statements, numbered
T to IV, properly identified, and relevant schedules of the United Nations Fund
for Population Activities for the year ended 31 December 1980. 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
ecircumstances. As a result of our examination, we are of the opinion that the
financial statements properly reflect the recorded financial tranmsactions for

the year, which transactions were 1in accordance with the Financial Regulations

and legislative suthority, and present fairly the financial position as at
31 December 1980.

(Signed} Osman Ghani KHAN :
Comptroiler and Auditor General
of Pengladesh

(signed) Hendrik VREBOS
Senior President of the Court of Accounts
of Belgium

(signed) J. B. H. COLEMAN
Acting Auditor General of Ghane

June 1981



IV. ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 1980
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1979

4 078

40 162
246 756
70 257

361 253

Schedule 2
UNITED NATIONS FUND FOR POPULATION ACTIVITIES

Miscellaneous income for the year ended 31 December 1980
{Onited States dollars

Savings on liquidating prior years' obligations

Gains and losses on exchange and revaluation
of currencies, net

Miscellaneous incame (net) from executing agencies
Other

(Statement I)
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1980

(297 900)
125 945
(1 134)

(173 099)
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Schedule 5

UNITED NATIONS FUND FOR POPULATION ACTIVITIES

Investments as at 31 December 1980

{United States dollars)

Interest

Type Currency rate Amount
Savings accounts United States dollars «75 2 900 000
United States dollars 5.7 352 225
United States dollars 5.25 2 106 727
United States dollars 5.25 263 767
United States dollars 5.25 1 004
5 623 723
Call accounts Canadian dollars 10.0 586 440
Deutsche marks 8.0 4 557 292
United States dollars 19.5 2 800 000
7 943 732
Time-deposit accounts United States dollars 15.0 3 000 000
United States dollars - 21.1 5 000 000
United States dollars 15 7/8 5 000 000
13 000 000
Total investments (Statement 1I) 26 567 455
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1979

2 400 000

1 377 405

3 777 405

3 777 405

Schedule 6

UNITED NATIONS FUND FOR POPULATION ACTIVITIES

Contributions from Governments for special population

programmes in 1989
(United States dollars)

Amounts received

For International Planned Parenthood Federation

Germany, Federal Republic of
Japan
Netherlands

For Inter-Governmental Co-ordinating Committee
Japan

Total (remitted)

2]l

1980

3 000 000
11 500 000
1 534 338

16 034 -338

200 000

16 234 338
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NOTES TO THE FINANCIAL STATEMENTS

Note 1. Summary of significant accounting Eoliéies

The financial statements reflect the application of the following significant
account policies.

(a) Income. Under the annual funding principles adopted by UNFPA, income
(including pledges from Governments, investment income and miscellaneous income)
is recorded on the accrual basis.

(b) Expenditure. The financial statements incorporate UNFPA project
expenditure as shown in the accounts received from the participating and
executing agencies. Project expenditure is recorded at actual costs and includes
unliquidated obligations for goods and services provided for in project budgets
for 1980 and contracted for by the end of that year. Expenditure for
administrative and programme support costs in 1980 consists of disbursements only
and does not include any unliquidated obligations for goods or services delivered
during the year as required by the financial regulations and rules. The
estimated effect of this departure from established practice is stated in the
financial report of the Executive Director which accompanies these financial
statements.

(¢) Exchange rates. UNFPA financial rule 114.6 provides that the official
par values or other appropriate exchange rates agreed between the Seeretary-General
and the contributing Governments shall be used for recording voluntary
contributions. Exchange adjustments on collection of contributions are
identified on statement I. All other transactions are recorded at the United
Nations operational rate of exchange in effect on the date of the transactions
as specified in UNFPA financial rule 114.7. Exchange adjustments on these
transactions arc recorded as an offset to miscellaneous income in accerdance
with UNFPA financial rules 110.1 and 11h4.9.

(a) Capital expenditure. The full cost of non-expendable equipment used
for administrative purposes is charged to the Administrative and Programme
Support Budget in the year in which it is purchased. An inventory is maintained
of all non-expendable equipment (defined as items of equipment valued at
$250 or more a unit, and with a serviceable life of at least five years, and items
of equipment included in any special lists, for which formal inventory records
are maintained).

Note 2. Programme expenditure

The programme expenditure includes UNFPA field co-ordinator costs in the
amount of $4,811,681 against allocations of $%,543,217.
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Note 3. Government letters of credit

The smount shown in statement II is comprised of irrevocable letters of
credit, payable on demand, in respect of contributions made to UNFPA by a Government

Note 4. Operating funds provided to, and unliquidated obligations of,
participating and executing egencies

Operating funds of $16,103,042 shown in statement II are made up of
$17,293,340 provided to participating and executing sgencies, less $1,190,298
payable to participating and executing agencies. These figures, after taking into
account unliquidated obligations, are consistent with the operating fund balances
reported by participating and executing agencies. '

The unliquidated obligations are shown separately in statement II in the
amount of $24,028,095 and consist of $19,865,419 in respect of agencies for
whom operating funds are provided, $212,736 in respect of non-governmental
organizations and special population grants and $3,949,9%0 in respect of UNFPA
as an executing agency for its projects.

Note 5. Contributions pledged by Governments

Contributions pledged by Governments for current and prior years which had
not been paid by 31 December 1980 were as follows:

United States

dollars
1976 and prior years - 631,500
1977 - 20,000
1978 - 30,000
1979 ' - 121,408
1980 - 82033,729
Total 828362667

Note 6. Deferred income

The pledges mede in 1980 for 1981 and future years have been recorded in the
UNFPA accounts for 1980 and reflected in these financial statements as deferred
income, since UNFPA accounts for income on the accrual basis and these pledges
relate to future financial periods. The amount of $104,029,020 shown as deferred
income in statement II consists of pledges of $62,563,904 for 1981 of whiech $50,389
was paid in 1980, and $41,465,116 for 1982-1983, details of which are given in
schedule 1. - ’

Note T. Unencumbered funds

The balence of unencumbered funds of $13,812,963 shown in statements II
and III, excludes allocations for future years issued to participating and
executing agencies amounting to $24k,554,576 as shown in schedule 8.
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