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Letters of transmittal

18 May 1998

Sir,

Pursuant to financial regulation 11.4, I have the honour to submit the financial report
and statements for the biennium ended 31 December 1997. These statements have been
prepared and signed by the Comptroller.

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) Carol Bellamy
Executive Director
United Nations Children’s Fund

The Chairman of the Board of Auditors
United Nations
New York
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15 July 1998

Sir,
I have the honour to transmit to you the financial statements of the United Nations
Children’s Fund, including the Greeting Card Operation, for the biennium 1996-1997 ended

31 December 1997, which were submitted by the Executive Director. These statements have
been examined and include the audit opinion of the Board of Auditors.

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

Accept, Sir, the assurances of my highest consideration.

(Signed) Vijay Krishna Shunglu
Comptroller and

Auditor General of India

and Chairman

United Nations Board of Auditors

The President of the General Assembly
of the United Nations

New York
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Chapter I

Financial report for the biennium ended 31 December 1997

Introduction

1.  The Executive Director of the United Nations Children’s Fund (UNICEF) submits
herewith the financial report of UNICEF, accompanied by 12 statements and 12 schedules,
for the biennium ended 31 December 1997. Of these, statements I, II, III and VII are now
presented in line with the formats agreed upon by the Administrative Committee on
Coordination as a step towards the harmonization of the accounts of agencies in the United
Nations system. The financial report provides the financial results of UNICEEF activities
in 1996 and 1997. Highlights are summarized in the following paragraphs.

Income

5. UNICEF income in the biennium 1996-1997 totalled $1,846 million. Virtually all
Governments of both industrialized and developing countries contributed to UNICEF in
the period 1996-1997. Income comprised $1,098 million for general resources, $530 million
for supplementary funds and $218 million in emergency contributions. The breakdown of
UNICEF income by source is: 65 per cent ($1,201 million) from Governments; 32 per cent
($585 million) from fund-raising campaigns, greeting card income and individual donations;
and 3 per cent ($54 million) from miscellaneous sources, including interest and exchange
rate revaluation of assets and liabilities. The amount of $6 million was contributed under
interorganization arrangements.

Expenditures

3.  UNICEF expenditures in the biennium 1996-1997 were $1,835 million. This amount
consisted of $875 million for programme cooperation from general resources, $532 million
for programme cooperation from supplementary funds and $253 million for emergency relief
and rehabilitation. The remaining expenditures of $175 million were for management and
administration.

Donations-in-kind

4. Donations-in-kind valued by donors at $52 million were delivered by UNICEF to
projects during the biennium 1996-1997. These deliveries are not reflected in the financial
accounts of UNICEF, although they are handled through the administrative structures of
the organization.

Special accounts

5.  Special accounts not related to programmes approved by the UNICEF Executive Board
are not entered in the financial accounts of UNICEF as income and expenditures. These
funds are used mainly to cover the cost of goods and services purchased and delivered on
a reimbursable basis by UNICEF on behalf of Governments, other agencies in the United
Nations system and non-governmental organizations. In the biennium 1996-1997, UNICEF
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received $180 million in cash for these special accounts. Disbursements and obligations
totalled $220 million, and $27 million were either returned to donors or approved by donors
for other services.

Cash holdings

6.  UNICEF has total cash of $417 million (which includes the unspent balances from
special accounts in the amount of $50 million). An amount of $416 million is held in first-
class banks, comprising $398 million in interest-bearing time deposit accounts and $18
million in current bank accounts. Cash-on-hand accounts amount to $1 million. The total
cash holdings of UNICEF included $6 million in currencies restricted for use in the donor
countries for purchases and other local expenditures.

Approved programmes

7. During the biennium 1996-1997, the Executive Board approved the amount of $1,654
million for new programmes for children in countries with which UNICEF cooperates, as
well as for regional and interregional projects. This total includes $932 million in
programmes to be funded from UNICEF general resources and $505 million for projects
that the Board approved as worthy of support and that were financed by pledges of
supplementary funds made in 1996-1997. The total also includes $217 million for projects
financed by pledges for emergency relief and rehabilitation.

(Signed) Carol Bellamy
Executive Director
United Nations Children’s Fund
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Chapter I1

Report of the Board of Auditors

Summary

The Board of Auditors has audited the operations of the United Nations Children’s
Fund including the greeting card and related operations at UNICEF headquarters in New
York, at Copenhagen and Geneva and at 15 field offices. The Board also validated the
financial statements of UNICEF for the biennium ended 31 December 1997, and has
conducted a special audit concerning the capital assets Fund, as requested by the Advisory
Committee on Administrative and Budgetary Questions in its report (A/51/533) and
subsequently approved by the General Assembly in its resolution 51/225 of 3 April 1997.

The Board’s main findings are as follows:

(a) The programme expenditure of $1,356.4 million in the financial statements for
the biennium 1996-1997 included some $100.6 million that was not liquidated by
Governments at 31 December 1997;

(b) Documents supporting accounting for cash assistance to Governments were in
some cases inadequate and were also not always checked for both substance and accuracy
by responsible officers before they were processed;

(c) The financial operation of UNICEF for the biennium 1996-1997 ended with a
shortfall of income over expenditure of $14.6 million, compared with a shortfall of $5.4
million declared in the previous biennium mainly owing to a decline in incomes of
supplementary funds by 6.6 per cent and emergency relief and rehabilitation programmes
by 42 per cent;

(d) While the global implementation of general resources and supplementary funded
programmes combined increased from 72 per cent in 1996 to 78 per cent in 1997, the level
of implementation of supplementary funded programmes of 72 per cent in 1997 (70 per cent
for 1996) lagged behind the general resources programme level of 86 per cent;

(e) The funds earmarked for UNICEF capital assets were reprogrammed to include
four other projects without prior approval of the Executive Board. Based on invoices
submitted by the lead United Nations agency for the construction of common premises on
six of the projects, there were substantial cost overruns ranging from 29 to 287 per cent over
the contract prices;

(f) UNICEF has started the process of conversion and replacement of its computer
systems to be year 2000 compliant.

The key recommendations are:

(a) UNICEF should strengthen the oversight responsibilities on the review of
liquidation of statements in respect of cash assistance to governments to ensure that they
are properly supported with complete details;

(b) UNICEF should expand and intensify its fund-raising activities, particularly in
the area of general resources, and also strengthen the monitoring and control of expenditures;
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(¢) In order to improve its financial performance, the greeting card and related
operations should increase the volume of its product sales and also step up its fund-raising
activities through the development of new marketing, advocacy and sales promotional
strategies;

(d) The Administration should establish a more frequent interval for the transfer of
sales proceeds to UNICEF by the National Committees to improve the recovery rates of
sales proceeds.

The list of the Board’s main recommendations is included in paragraph 11.

Introduction

1. The Board of Auditors has audited the financial statements of the United Nations
Children’s Fund (UNICEF), including the greeting card and related operations, for the
biennium ended 31 December 1997 in accordance with General Assembly resolution 74 (I)
of 7 December 1946. The audit was conducted in conformity with article XII of the Financial
Regulations of the United Nations and the annex thereto and with the common auditing
standards of the Pane! of External Auditors of the United Nations, the specialized agencies
and the International Atomic Energy Agency. These standards require that the Board plan
and perform the audit to obtain reasonable assurance as to whether the financial statements
are free of material misstatement.

2.  The audit was conducted primarily to enable the Board to form an opinion as to
whether the expenditures recorded in the biennium 1996—1997 had been incurred for the
purposes approved by the Executive Board of UNICEF; whether income and expenditures
were properly classified and recorded in accordance with the Financial Regulations; and
whether the financial statements of UNICEF presented fairly the financial position at 31
December 1997 and the results of the operations for the period then ended.

3.  The audit included a general review of financial systems and internal controls, and
a test examination of accounting records and other supporting evidence to the extent the
Board considered necessary to form an opinion on the financial statements.

4. Inaddition to the audit of the accounts and financial transactions, the Board carried
out reviews under financial regulations 12.5. The reviews concerned the efficiency of
financial procedures, the internal financial controls and, in general, the administration and
management of UNICEF. As requested by the Advisory Committee on Administrative and
Budgetary Questions in its report (A/51/533) and subsequently approved by the General
Assembly in its resolution 51/225 of 3 April 1997, the Board of Auditors reviewed the
capital assets fund of UNICEF.

5.  The audit was carried out at UNICEF headquarters in Geneva, New York, and
Copenhagen and at the field offices in Argentina, Bolivia, Ethiopia, India, the Lao People’s
Democratic Republic, Liberia, Papua New Guinea, Peru, the Philippines, Romania, Uganda,
the United Republic of Tanzania, Viet Nam and Zambia, including the greeting card and
related operations offices in New York and Geneva.

6. During the period under review, the Board continued its practice of reporting the
results of specific audits through management letters containing detailed observations and
recommendations to the Administration. This practice helped to maintain an ongoing
dialogue with the Administration on audit issues.




A/53/5/Add.2

7.  The present report covers matters that, in the opinion of the Board, should be brought
to the attention of the General Assembly. The Board’s observations and conclusions on all
matters contained in the present report were discussed with the Administration, whose views,
where appropriate, have been reflected in the report. The report is divided into two parts,
covering the audit of financial issues and management issues, respectively.

8. A summary of the Board’s main recommendations is contained in paragraph 11. The
detailed findings are reported in paragraphs 12 to 101.

Previous recommendations not fully implemented

9. Inaccordance with section A, paragraph 7, of General Assembly resolution 51/225,
the Board noted that UNICEF has not fully implemented the Board’s recommendation in
1992-1993 to expedite the clearing of staff personnel accounts. According to the
Administration, changes and enhancements continue to be made to the personal recovery
system. These developments, coupled with changes in technical staff, have delayed some
aspects of the implementation. Further, while the system is now operational, features such
as better report capabilities and linkages with other systems were being developed.

10. Inaccordance with General Assembly resolution 48/216 B of 23 December 1993, the
Board also reviewed the measures taken by the Administration to implement the
recommendations made in its report for the period ended 31 December 1995. Details of the
action taken and the comments of the Board are set out in annex to the present report.

Main recommendations
11. The Board’s main recommendations are:

(a) UNICEF should strengthen the oversight responsibilities on the review of
liquidation statements in respect of cash assistance to Governments to ensure that they are
properly supported with complete details (para. 18);

(b) UNICEF shouid expand and intensify its fund-raising activities, particularly
in the area of general resources, and strengthen the monitoring and control of expenditures
(para. 21);

(¢) UNICEF should strengthen its efforts to obtain formal receipts from
Governments as evidence that supplies and equipment have been received (para. 46);

(d) UNICEF should seek retrospective approval for the four projects added without
the Executive Board’s authorization (para. 57);

(e) UNICEF should ensure that all systems are tested for year 2000 compliance with
sufficient lead time to address any deficiencies (para. 70);

(f) The Administration should ensure that recruitment of consultants fully comply
with established rules and procedures (para. 76);

(g) UNICEF should develop, in order to improve the financial performance of its
greeting card and related operations, new marketing, advocacy and sales promotional
strategies in order to increase the volume of its product sales and also increase its fund
raising (para. 82);

(h) The Administration should establish a more frequent interval for the transfer
of sales proceeds to UNICEF by the National Committees to improve the recovery rates
of sales proceeds (para. 87);

(i) The Administration shouid ensure that all National Committees comply with
the cash accounting reporting requirements (para. 93);
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(j) The Administration should recover a total of $1.45 million not accounted for
by five National Committees (ibid);

(k) The Administration should take appropriate steps to establish responsibility with
a view to recovering the loss incurred by UNICEF as a result of fraudulently recording
transactions in a field office in the amount of $445,000 (para. 101).

Financial issues
Accounts and financial reporting

Cash assistance to Governments

12. Cash assistance to Governments provides funds to Governments to support programme
implementation in countries with which UNICEF cooperates. UNICEF requires
Governments to account for the utilization of advances within six months of receipt by
submitting payrolls, invoices, detailed certificates and other documentary evidence to
confirm that valid programme expenditure was incurred. The programme officers of
UNICEF are required to confirm the correctness, validity and completeness of expenditure
documentation. The accounting procedure provides for unspent balances to be returned by
Governments.

13. Inits report for the biennium ended 31 December 1995, the Board expressed concern
about the long outstanding cash assistance to Governments and the recording of such
assistance as programme expenditure at the time funds were advanced to Governments
contrary to the definition of programme expenditure in the UNICEF Financial Regulations
and the Policy Manual on Accounts. The Board therefore recommended that the
Administration should review the policy of recording cash assistance to Governments in
line with the provisions of the Financial Regulations and the Policy Manual on Accounts.
The implementation of this recommendation was endorsed by the General Assembly in
section A, paragraph 6, of its resolution 51/225.

14. The Board’s follow-up during the biennium 1996—1997 showed that the Administration
had initiated measures, including suspension of cash assistance to Governments, which had
failed to liquidate overdue cash assistance and more effective monitoring of cash assistance
to Governments. Total unliquidated cash assistance to Governments at 31 December 1997
was $111.7 million, compared with $120.7 million at 31 December 1995, showing a
reduction of $9.0 million (7 per cent). The ageing analysis showed that out of the $111.7
million, a total of $11.1 million (9.9 per cent) has been outstanding for over nine months,
compared with $34.3 million (28.4 per cent) at 31 December 1995, indicating a significant
reduction of $23.2 million in the overdue cash assistance.

15. On the treatment of cash assistance to Governments as direct expenditure contrary
to provisions of the Financial Regulations and the Policy Manual on Accounts, the
Administration has indicated that the issue will be discussed with the UNICEF Executive
Board in 1999 after due consultation with the Advisory Committee on Administrative and
Budgetary Questions. Subject to the approval of the Executive Board, the relevant rules and
regulations will be revised. The Administration intends to complete the process by December
1999. As a result, the recommendation of the Board was not implemented in the preparation
of the financial statements for the biennium ended 31 December 1997. The programme
expenditure of $1,356.4 million in the financial statements for the biennium 1996-1997
included cash assistance of some $100.6 million that had not been liquidated by
Governments by 31 December 1997.
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16. The Board’s interim audits and the Internal Audit reports noted that liquidation
documents did not always meet required standards. In some of these reports, many of the
liquidations had been achieved on the basis of acceptance of certificates of expenditure from
counterparts without enough evidence that local conditions and existing government controls
were sufficient to enable reliance to be placed on government certificates. The reports also
disclosed that documents supporting expenditures were inadequate and were not always
checked for both substance and accuracy by responsible officers before processing.

17. The Board further observed that overdue unliquidated cash assistance to Governments
of $3,271,906 had been written off against the accounts of 45 field offices in the biennium.
The reasons assigned for the write-offs, some dating as far back as 1981, were lack of
documentation, change of Government and the absence of officers involved in the
programme activities both in UNICEF and counterpart offices.

18. The Board recommends that the Administration strengthen the oversight
responsibilities on the review of liquidation statements in respect of cash assistance
to Governments to ensure that they are properly supported with complete details.

Financial performance

19. The financial operations of UNICEF for the biennium 1996-1997 ended with a
shortfall of income over expenditure of $14.6 million compared with a shortfall of $5.4
million declared in the previous biennium. General resources, the main source of UNICEF
income, recorded excess of income over expenditure of $40.6 million while supplementary
funds and emergency relief and rehabilitation programme incurred significant shortfall of
income over expenditure of $12.7 million and $42.4 million, respectively. The significant
increase in the excess of expenditures over income was mainly a result of the decline in
supplementary funds and emergency relief and rehabilitation programme incomes of 6.6
per cent and 42 per cent respectively over the 1994—1995 amounts and a rise in expenditure
of 8.4 per cent in supplementary funds and 31 per cent in emergency relief and rehabilitation
programime expenditures.

20. At 31 December 1997, the current assets of UNICEF, amounting to $716 million,
exceeded current liabilities of $528 million by $188 million, disclosing a liquidity ratio of
1.36:1. Although this position showed an improvement of 7.9 per cent over the position at
31 December 1995, it is still below the generally accepted norm, which requires that current
assets should exceed current liabilities by two times. Notwithstanding the improvement,
the Board observed the need for further improvement in working capital management if
UNICEEF is to attain the accepted standard.

21. The Board recommends that UNICEF expand and intensify its fund-raising
activities, particularly in the area of general resources, and strengthen the monitoring
and control of expenditures.

22. The Administration stated that budgetary control measures were in place to monitor
closely the income and expenditure on both the programme and support budgets. The
Administration indicated that it would continue to intensify the income-generating activities.

Accounting for contributions-in-kind

23. UNICEF financial regulation 4.6 requires that contributions-in-kind be considered
as income only when specifically requested by UNICEF and received in accordance with
its specifications. By this regulation contributions-in-kind received from donors during a
financial period but not specifically requested by UNICEF are kept outside the mainstream
accounting system and therefore disclosed as a note to the financial statements.
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24. For the biennium 19961997, total contributions-in-kind received and delivered to
projects by UNICEF amounted to $51.8 million, compared with $51.6 million for the
biennium 1994-1995. Out of the amount received in 19961997, only $129,473 was
recognized as income, while the remaining significant portion of $51.7 million was recorded
on a memorandum basis and disclosed in the notes attached to the financial statements.

25.  Although the dual reporting of contributions-in-kind partly as income and partly as
a memorandum item corresponds with UNICEF regulations, there was the need to
re-examine the accounting treatment in view of the materiality of the resources involved.
The present method of reporting contributions-in-kind consistently understates income and
expenditure in the financial statements. The Board considers that the introduction of the
records of such resources into the main accounting system would enhance the effectiveness
of management control over contributions-in-kind.

26. The Administration assured the Board that it is presently reviewing the accounting
procedures and financial reporting of contributions-in-kind. The Board will keep this matter
under review in its future audits.

United Nations System Accounting Standards

27. The Board assessed the extent to which the UNICEF financial statements for the
biennium ended 31 December 1997 conform to United Nations System Accounting
Standards. The review indicated that the presentation of the financial statements is generally
consistent with the standards except the presentation of cash flow statements as discussed
below.

28.  The cash flow statement for the biennium ended 31 December 1997 reports cash flows
from “balances on funds and special accounts” of $48.2 million under operating activities
instead of under investing and financial activities as required by the United Nations System
Accounting Standards. UNICEF financial regulation 5.3 states that “funds placed in special
accounts shall not form part of the income of UNICEF”. Accordingly income derived from
special account is not included in the determination of UNICEF net results from operations
and therefore should not be considered as input for cash flows from operating activities.
The effect of the current reporting was that cash flows from operating activities was
understated by $48.2 million while cash flows from investing and financing activities
overstated by the same amount.

29. The Board further noted that the financial statements of UNICEF are consolidated
with those of the greeting card and related operations. Owing to its commercial nature, the
greeting card and related operations depreciates its capital assets in conformity with its
accounting policy. In the Board’s view the depreciation element of $669,104 as well as other
non-cash transactions which may arise in the financial operations of the greeting card and
related operations need to be disclosed in the consolidated cash flow statement as adjusting
itemns to net income from operations in line with the indirect method of presenting cash flow
statements. In the opinion of the Board failure to disclose these non-cash transactions could
affect the reported cash flow from operating activities where the amounts involved are
material.

30. Inorder to address the above concerns, the Board agreed with the Administration that
it would be appropriate to discuss the matter with the Consultative Committee on
Administrative Questions (Financial and Budgetary Questions) to consider whether the
United Nations System Accounting Standards need to be revised in this respect.
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2.

Write-offs of losses of cash, receivables and property

31. The Administration informed the Board that during the biennium 1996-1997,
write-offs totalled $21.1 million, comprising cash, receivables, obsolete property and losses.
Of this, governmental and non-governmental receivables totalling $18.9 million ($0.6
million of general resources, $11.5 million of supplementary funds and $6.8 million of
emergency relief and rehabilitation funds) were written off. In addition, $6.8 million of prior
years’ accounts receivable and $3.1 million of obsolete inventory were written off against
greeting card and related operations income for the campaign year ended 30 April 1997.

32. The Board was also informed that out of $2.2 million written off as losses, $0.54
million involved cash, uncollectible receivables of $0.31 million, $0.98 million of balances
in procurement services accounts, while $0.35 million pertained to the value of obsolete
supplies in the UNICEF Supply Division Warehouse in Copenhagen.

Ex gratia payments

33. The Administration informed the Board that no ex gratia payments were made during
the biennium 1996-1997.

Management issues
Programme management

Programme implementation

34. The Board’s review of the level of country programme implementation, expressed
in terms of expenditure as a proportion of the budget, disclosed that global implementation
of general resources and supplementary funded programmes combined increased from 72
per cent in 1996 to 78 per cent in 1997. For the general resources programmes the level of
implementation declined from 91 per cent in 1996 to 86 per cent in 1997; these rates are
below UNICEF assumed level of implementation benchmark of 93 per cent used for 1995.
The level of implementation of supplementary funded programmes of 72 per cent in 1997
(70 per cent in 1996) lagged behind the general resources programme level of 86 per cent.

35. The Board’s analysis of country offices in the biennium established some of the
common causes of low implementation as frequent changes in counterpart ministries,
inadequate monitoring, low government support to UNICEF programmes, unrealistic phasing
of allotments, and weak communication between field offices and headquarters on details
of agreements concluded with donors.

36. The Administration informed the Board that it had initiated steps to address some of
the factors contributing to the low programme delivery. For example, the guidelines for
programme management were under review as a follow-up to a workshop organized by the
Programme Division in June 1997. Among the improvements in programme guidance was
the establishment of a more vigorous country programme management process, which
included not only an annual programme review with national partners, but also an internal
programme management review for the UNICEF country offices. Also, a more viable
country programme mid-term review process had been planned for 19961998 for a number
of country programmes to help improve the achievement of desired results.
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Monitoring and evaluation

37. UNICEF headquarters sets broad policy guidelines on monitoring and evaluation which
are disseminated within the organization. Each field office prepares an integrated monitoring
and evaluation plan, which summarizes the main activities to be undertaken during the
country programme implementation phase.

38. During the three years ended 31 December 1997, total evaluations, studies and
programme reviews planned for all sectors totalled 1,862, of which 1,432 were completed,
238 were ongoing and 192 were yet to be started.

39. The Board noted in its review of the monitoring and evaluation reports of country
offices that the existing evaluation methodologies and guidelines did not fully meet the needs
of sectors such as child rights programmes, capacity-building, participation and new modes
of cooperation. In addition, country offices had not fully complied with the evaluation
requirements in order to facilitate effective review. That had hindered effective sharing of
information about the results of evaluation work to serve as lessons learnt and to be
considered in the organization’s decision-making.

40. The Administration informed the Board that it had addressed the identified constraints
in the evaluation policy and planning workplan, and was working towards instituting and
streamlining the practice of reporting annually to senior management on main conclusions
and findings from evaluation. Such reports were expected to be widely circulated for
discussion to serve as a management tool.

41. Inits decision 1995/8, the UNICEF Executive Board requested the Administration
to submit to the Executive Board a summary of the outcome of mid-term reviews and major
evaluations, specifying, inter alia, the results achieved, lessons learned and any possible
adjustment in the country programmes to enable the Executive Board to comment on the
reports and provide guidance if necessary.

42. The Board of Auditors noted that the six regional reports submitted to the UNICEF
Executive Board during 19961997 on mid-term reviews and major evaluations were not
uniform and did not provide adequate data to assist the Executive Board in discerning resuits
achieved, lessons learned and programmes that needed adjustments. Two of the reports were
more analytical than the other four.

43. To enable the mid-term review and evaluations to be used as tools for effective
monitoring of programmes, the Board recommends that the Administration review the
format of the reports that are submitted to the Executive Board for uniformity in
presentation and ensure that the required information are provided.

44. The Administration considered that there had been significant improvement in the
quality and content of summary reports but agreed that more could be done. As a result, the
Administration will provide the necessary guidance to regional and country offices to
broaden further the scope of reports submitted to the Executive Board on mid-term reviews
and major evaluations, to strengthen this important review and evaluation process.

Acknowledgment of programme supplies and equipment

45. The UNICEF Field Manual requires field offices to ensure that arrangements have
been made to transfer responsibility for UNICEF supplies and equipment to the Government
and that an appropriate government official must sign the government receipt as formal
evidence that UNICEF has delivered supplies and equipment as previously agreed with the
Government. Based on a test examination, the Board was not able to confirm that programme
supplies valued at some $3 million delivered by UNICEF had reached the intended recipients
in five countries.
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46. In order to complete the cycle of documentation on the transfer of supplies to
Government, the Board recommends that UNICEF strengthen its efforts to obtain
formal receipts from Governments as evidence that supplies and equipment have been
received.

Office accommodation

47. During 1996-1997, UNICEF consolidated its New York headquarters into two
buildings— UNICEF House and 633 Third Avenue and vacated premises at 333 East 38th
Street and Dag Hammarskjold Plaza.

48. The lease agreement on 333 East 38th Street, formerly occupied by greeting card and
related operations, was for the period from 1 January 1990 to 31 December 2003. The floor
space of 40,000 square feet which was vacated by greeting card and related operations on
6 September 1996, atiracts annual rent of $1,080,000 for 1997 and 1998, and an annual rent
of $1,181,600 for 1999 to 2003. Since there was no termination clause in the tenancy
agreement, UNICEF could not abrogate the agreement at the time of the movement.

49. After the move in September 1996, UNICEF was only able to sublet the vacant space
to a tenant after seven months for the period 1 April 1997 to 31 December 2003 at a lower
fixed rent of $4.4 million, as compared with the rental obligation of UNICEF of $8.2 million
for the same period. Accordingly, despite benefits being derived from consolidation from
three buildings to two, UNICEF has incurred a total liability of $3.8 million, which could
have been avoided if a termination clause had been inserted in the initial lease agreement
between UNICEF and its landlords and also if the move had been effectively planned. For
example, the decision of the greeting card and related operations to vacate the former
premises was taken in 1993, but the services of a real estate company to market the vacant
space was only engaged in July 1996, which suggests inadequate planning of the move. The
Board however noted that the total liability of $3.8 million incurred by UNICEF was lower
than the $4.8 million originally anticipated in the 1993 report to the UNICEF Executive
Board (E/ICEF/AB/L.15).

50. The Board recommends that the Administration consider the inclusion of a
termination clause in future negotiations for office space lease agreements.

51. The Administration explained that the rental market “softened” appreciably during
the time greeting card and related operations vacated its former office space resulting in
lower rental market value at the time the lease agreement with the sub-tenant was signed.
The Administration assured the Board that in future negotiations for office space lease
agreements it would ensure that greater flexibility is afforded UNICEF to avoid unprotected
long-term commitments and, where applicable, a termination clause would be included.

Capital assets fund

52. Asrequested by the Advisory Committee on Administrative and Budgetary Questions
(A/51/533) and subsequently approved by the General Assembly in its resolution 51/225,
the Board of Auditors reviewed the capital assets fund of UNICEF.

53. The capital assets fund was created for the acquisition of office premises and staff
housing by the Executive Board through its decision 1990/26 of 26 January 1990. An amount
of $22 million was set aside from general resources for the fund to be disbursed at the rate
of 75 per cent for field office accommodation and 25 per cent for staff housing in field
offices. In addition to the $22 million set aside, there were ongoing projects in the form of
UNICEEF office accommodation and housing with a total value of $4.4 million, increasing
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the fund position to $26.8 million taking into account additions and disposals within the
biennium 1996-1997. '

54. The Executive Board in its approval of the fund had shown preference for joint
construction of common premises by United Nations agencies. By the common premises
arrangement, UNICEF is to make a direct contribution of its proportionate share of the
project costs to the lead and executing agency, the United Nations Development Programme
(UNDP). However, where joint participation is not possible or feasible, UNICEF would
arrange either for local purchase, construction or renovation of existing UNICEF offices.
The fund would also be used for the construction or direct purchase of suitable housing for
the use of staff only in those cases where such housing is not available for rent or rental rates
are exorbitant.

55. The Executive Board had envisaged that 15 of the common premises would have been
completed at different locations by 1992. The Board’s review disclosed that the
implementation of the project was not in accordance with the two year dateline set by the
Executive Board of UNICEF. Out of the 15 projects originally approved by the Executive
Board in January 1990, only 2 were completed (Cape Verde and Sao Tome and Principe)
and that in Guinea-Bissau was ongoing at 31 December 1997.

56. The Board also noted that the Administration added four projects, in Zambia, Niger,
the Comoros and Maldives to the original list without the prior approval of the Executive
Board. Of the four projects, three (Zambia, the Comoros and Maldives) had been completed
at 31 December 1997. Therefore, of the 19 projects, 5 had been completed and 1 was
ongoing at 31 December 1997. Of the total fund of $26.8 million, an amount of $12.0 million
was utilized, leaving a cash holding of $14.8 million at 31 December 1997. The Board is
concerned about the slow implementation rate of the projects, but noted that UNICEF had
no control over the problem.

57. The Board considers that since the UNICEF Executive Board specified the projects
to be undertaken in its approval of the establishment of the capital assets fund, any relocation
and reprogramming of funds should receive the Executive Board’s prior authorization. The
Board therefore recommends that UNICEF seek retrospective approval for the four
projects added without the Executive Board’s authorization.

Construction of common premises

58. The Board’s review of the approved budgets with the contract prices and the last bill
from UNDP on the projeéts in Cape Verde, the Comoros, Guinea-Bissau, Maldives, Sao
Tome and Principe and Zambia showed substantial cost overruns as of 31 December 1997
in the implementation of these projects as reflected in the table below.

59. The Administration attributed the variations partly to the omission from the original
estimates of additional costs, such as professional fees for architects and engineers; site
supervision/meetings/consultancy; the cost of landscaping; the increase in space allocations
from the original request; and the cost for reinforcing foundation built on swampy ground
in the case of Guinea-Bissau.

60. The Board considers the explanations provided by the Administration unacceptable
because some of the additional costs incurred should have been foreseen at the time that
the estimates were submitted to the Executive Board for approval.

61. During its interim audit in 1993, the Board recommended that UNICEF should take
steps to obtain copies of the agreements on the common premises contracts and the related
architects’ certificates from UNDP, which would provide detailed information on the costs,
items and levels of the projects for more effective monitoring of the projects. The Board
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Cost overruns in project implementation
(United States dollars)

Cost increase Percentage

Approved Contract  Invoiced by UNICEF based on appraved  increase based on

Location of project estimates price ~ UNDP payments ] estimate contracl price
Cape Verde 300 000 499 760 845188 499 760 545 188 69
Comoros 248 400 702 067 904 195 — 655 795 29
Guinea-Bissau 600 000 646 898 2501945 646 898 1901 945 287
Maldives 321 000 321 000 425788 320089 104 788 33
Sao Tome 300 000 541 606 607 007 403 853 307 007 12
Zambia 780 000 780000 1927464 780000 1147 464 147
Total 2549480 3491331 7211587 2650600 4 650 600 96

observed that this recommendation had not been implemented and, owing to the absence
of these documents, there was dispute on the settlement of project bills from UNDP. Out
of $7,211,587 in bills raised on UNICEF by UNDP, UNICEF had released an amount of
$2,650,000 as its share with the understanding that subsequent reimbursement would only
be made upon receipt of all contracting documents.

62. According to the Administration, the apportionment of costs billed for completed
projects varied significantly from the original estimates and, in some cases, the projects have
proved not to be cost-effective. For this reason, all common premises projects were put on
hold until the ongoing investigation at UNDP is completed and outstanding issues of cost
overruns are resolved.

63.. The Administration informed the Board that the subgroup on common premises, with
the endorsement of UNDP, UNICEF, the United Nations Population Fund (UNFPA) and
the World Food Programme (WFP), is planning to proceed with potential common premises
projects on a case-by-case basis. Also, a consultancy firm has been hired by the subgroup
to prepare policy guidelines for future common premises projects. It is now the policy of
the subgroup to conduct a thorough cost-benefit analysis of potential real estate options in
a country before any agreement to proceed on common premises is reached.

64. The Board will keep this matter under review in its future audits.

Computer operations and electronic data processing systems
Computer systems

65. The Board noted that UNICEF was implementing three systems: the Integrated
Management Information System (IMIS) for human resources, including payroll; the
Programme Management System (PROMS) for programme planning, budgeting,
implementing and monitoring in the field; and the Finance and Logistics System (FLS) for
procurement, materials and logistics management. Budgetary allocations for the three
systems for the biennium 1996—1997 amounted to $12 million, made up of $3.1 million for
IMIS, $4.4 million for PROMS and $4.5 million for FLS. The actual expenditure incurred
on the three systems during the biennium was $11.8 million (IMIS, $3.1 million, PROMS,
$4.2 million, and FLS, $4.5 million). As a result of resource constraint, budget provision
for the systems for the 19981999 biennium was reduced by 17 per cent to $10 million.

66. The Board noted, however, that UNICEF’s implementation of IMIS was very much
dependent on the United Nations completion of the IMIS releases, and delays in the delivery
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of these releases would adversely affect the UNICEF schedule of implementation. For
instance, release I and II, which form the core of the system, and release IV were planned
for implementation by the end of February and August 1997, respectively, but were delayed.
UNICEF has rescheduled the implementation of the programme as follows:

Release 1: Classification, case management, recruitment and personnel services, May
1998

Release 2: Entitlements, July 1998
Release 4: Time and attendance, payroll, insurance and related functions, July 1999

67. The Board will continue to review the implementation process of IMIS, as well as
PROMS, FLS and other related issues in its subsequent audits.

Year 2000 issue

68. The Board undertook a study to assess the preparedness of UNICEF for managing
the year 2000 issue which threatens all information systems. The Board noted that UNICEF
had reviewed its status on the year 2000 issue and had identified major areas of concern.
At the headquarters level, it had planned to transfer all its applications (about 100) from
the current Wang and IBM platforms to a financial and logistics system that is year 2000
compliant. The proposed replacement of the software and hardware for this system would
be completed by June 1999.

69. Inthe country offices, the existing application system was being replaced with a new
year 2000 compliant system, PROMS. In 10 country offices, it had already been
implemented and the replacement of software and hardware in other country offices were
expected to be completed by March 1999.

70. The Board recommends that UNICEF ensure that all systems are tested for year
2000 compliance, with sufficient lead time to address any deficiencies.

Consultants énd exl;erts
Engagement of consultants without bidding

71. The administrative instruction on consultants states that it is not advisable to waive
competition solely on the argument that the proposed consultant enjoys a good relationship
with UNICEF and has performed satisfactorily or that the selection process, based on
competition, might take a longer time. Even in the case of extensions, a preliminary survey
of the market may be a good gauge of whether or not a consultant is still competitive and
UNICEF is still getting competitive rates.

72. The Board’s test examination of 60 special service agreements of the Programme
Division disclosed that 13 contracts (22 per cent) had been awarded without competitive
bidding. In 6 out of the 13 contracts, justification to opt for single source selection was not
provided. Although in the remaining seven cases, justifications were provided, the Board
did not find them strong enough for waiver of competition. In one case, the contract for
$59,000 was not subjected to competitive bidding on the grounds that the consultant had
performed the tasks extremely well for the past 11 months and training a new consultant
would set back the continuity and work of the Division. In another case involving $11,085
the justification provided by the Urban Section, which had earlier used the services of the
consultant, was that the Section was satisfied with the consultant’s performance.

73. Inafield office, the Board noted that out of a sample of 48 special service agreements
none of the consultants had been hired through competitive bidding. This had persisted even
after the Contract Committee expressed its concern over the deviation from the established
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procedures and suggested that the consultancy database should be updated regularly to create
a pool of qualified candidates to facilitate competitive bidding.

74. Inanother field office, of 57 consultants engaged at a total cost of $375,277 for 1996,

15 (with the total expenditure of $190,407) had not been subjected to competitive bidding.
The field office has also not developed standard criteria for the selection of consultants and
has not created a database on consultancy to provide a repository of information that would
facilitate the selection of consultants, enhance transparency in the selection process and
provide a more efficient management of consultancy contracts. Furthermore, the procedures
for the management of consultancy contracts in the field office lack effective internal control
as the Programme Section prepares the terms of reference, invites consultants, agrees on
values of the contract and also monitors the implementation of the contracts.

75. The Board’s test examination of 69 special service agreements processed between
January and September 1997 by a country office disclosed non-observance of approved
financial limits, excessive use of individual contractors for routine jobs of existing staff,
non-standardized fee structure, inadequate evaluation of contractors’ work, expertise or
competence, incomplete documentation and commencement of work prior to authorization
of contracts.

76. The Board recommends, and the Administration agrees, that the recruitment
of consultants should comply fully with established rules and procedures in the future.

Evaluation of performance of consultants

77. UNICEF administrative instructions on the use of special service agreements require
that at the end of an assignment a supervisor must prepare a performance evaluation report
on the work performed by a consultant/contractor. They also state that it is the responsibility
of heads of offices to ensure that performance evaluations are done and that final payments
against contracts are not made until an evaluation attested that the entire assignment has
been satisfactorily completed.

78. The Board examined 57 special service agreements issued by three divisions at
UNICEF headquarters, New York (Human Resources, Programme and Information
Resources Management Divisions) for the period from 1 January 1996 to 30 October 1997
and found that payments in 23 cases (40 per cent) had been made without the required
evaluation reports. For those payments with evaluation reports, the evaluation officers had
failed to specify whether the consultants’ work conformed to the terms of reference of their
contracts.

79. The Administration informed the Board that it had made it a requirement in the
authorization form of the Division of Human Resources for the evaluation to be done. It
had also introduced a detailed evaluation report for temporary fixed-term appointments and
for consultants who were hired for longer periods of time.

80. Evaluation reports would assure Administration that value-for-money has been derived
from the use of this category of personnel. The Board recommends that the
Administration ensure that established procedures relating to the evaluation of the
performance of consultants are fully complied with.
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D. Greeting card and related operations

1. Overall performance

81. The Board reviewed the financial performance of the greeting card and related
operations for the fiscal year ended 30 April 1997 and noted that gross proceeds from the
sale of products and net operating income from private sector fund-raising activities of
$254.5 million fell below the budgeted amount of $304.0 million by $49.5 million (16 per
cent). The total net income of $139.5 million for the 1996/97 fiscal year was short of the
previous period’s amount of $151.3 million by $11.8 million.

82. In order to improve the greeting card and related operations’ financial
performance, the Board recommends that the Administration develop new marketing,
advocacy and sales promotional strategies in order to increase the volume of its product
sales and also increase its fund-raising.

83. The liquidity ratio determines an organization’s ability to honour its short-term
liabilities from short-term assets. The Board’s computation of the liquidity ratio of the
greeting card and related operations at 30 April 1997 disclosed that its current assets were
4.3 times the current liabilities, thus showing a favourable position. However, the
composition of the current assets of $181.6 million, which included accounts receivable
of $180.5 million (99 per cent), rendered its working capital dependent on the recovery of
these amounts.

84. The Board noted that $48.15 million of the accounts receivable at 30 April 1997 was
due from seven National Committees, which were required by the terms of the recognition
and cooperation agreements to remit their sales proceeds six months after the close of their
fiscal years. Although the fiscal year of one National Committee ended on 31 January 1997
and those of the six others ended on 31 March 1997, none of them had remitted any part
of the sales proceeds of $48.15 million due from them at the time of the Board’s audit in
November 1997.

85. Furthermore, owing to the delays in the transfer of sales proceeds by national
committees, the greeting card and related operations had incurred exchange rate losses of
$3.2 million in 1995/96 and $11.2 million in 1996/97. In spite of the recurring late transfer
of sales proceeds by the National Committees, the Board did not find any evidence that the
provision relating to the imposition of interest on late transfers had been applied by the
Administration in accordance with the terms of the recognition agreements.

86. The Board acknowledged the efforts of the Administration in the follow-up on the
collection of the amounts due from the National Committees through correspondence. The
Board is however concerned about the present system whereby the National Committees
transfer sales proceeds to the greeting card and related operations only six months after the
end of their fiscal year.

87. The Board recommends that the Administration establish a more frequent
interval for National Committees to transfer their proceeds to the greeting card and
related operations. Also, the Administration should enforce the interest payment
provision on late transfer of sales proceeds to the greeting card and related operations
as enshrined in the recognition agreements.

88. The Administration indicated that it would intensify its efforts to collect the
outstanding accounts receivable and draw the attention of the National Committees to the
interest provision on the late transfer of sales proceeds.
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Performance of sales partners

89. The Board reviewed the sales performance of the National Committees and ficld
offices under the greeting card and related operations New York area for the 1996 campaign
year. Of the 53 sales partners concerned, the performance of 50 was below the 50 per cent
net profit target and the remaining 3 were inactive. Similarly, 18 field offices, representing
36 per cent of the total field offices, achieved less than 40 per cent net profit target, while
two field offices incurred losses of $191,443. The Board attributed the low performance
to the following factors:

(a) Higher operational expenses, including higher freight charges owing to
piecemeal and late orders. For example, 16 field offices incurred office expenses ranging
between 28 and 76 per cent of gross proceeds above the approved limit of 25 per cent
resulting in overexpenditure totalling $1.8 million;

(b) Overdelivery of promotional materials above the authorized limit of 4 per cent
of gross sales. For example, in respect of National Committees and sales partners, the cost
of excess publicity material was $1.2 million, with one National Committee alone accounting
for $946,676 (78 per cent);

(c) Weak follow-up on the refund of duties and taxes under the privilege and
immunities clause resulting in non-recovery of $2.3 million by sales partners.

90. The Board recommends that the Administration ensure that National Committees
and field offices operate within the established limits. In addition, the Administration,
in concert with the sales partners, should evolve new marketing strategies in order to
boost the sales volume of the sales partners for desired profit targets to be achieved.

91. The Administration indicated that it was reviewing the recommendations of a task
force established to review headquarters support to field offices, National Committees and
sales partners to enhance efficiency in their operations. The Administration added that once
the process was completed the recommendations of the task force would be implemented
in 1998.

Cash accounting reports

92. The presentation of cash accounting reports of five out of eight National Committees
did not conform to UNICEF prescribed format. The five National Committees omitted $1.45
million, being the total initial support funds advanced to them by the greeting card and
related operations from the cash accounting reports for 1996-1997.

93. For purposes of uniformity and transparency, the Board recommends that the
Administration ensure that all National Committees comply with the cash accounting
reporting requirements. Also, the $1.45 million not accounted for by the five National
Committees should be recovered from them.

Promotions and donations

94. Inits 1994-1995 report on UNICEF, the Board of Auditors had expressed concern
over the use of cards for sales promotion and donation purposes without the approval of
the Property Survey Board.

95. The Board’s audit of the greeting card and related operations Geneva office disclosed
that of 5.4 million cards, 1.01 million (19 per cent) were used for sales promotion without
the approval of the Property Survey Board. Promotional materials increase cost of cards
sold and also have the potential effect of reducing the sales of the greeting card and related
operations if not controlled.
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96. The Administration informed the Board that it would obtain retrospective approval
from the Property Survey Board for the cards used for sales promotion without prior
approval.

97. The Board reiterates its recommendation that the Administration monitor the
activities of the sales partners to ensure strict compliance with established sales
promotion procedures. :

Cases of fraud and presumptive fraud

98. During the biennium ended 31 December 1997, 54 cases of fraud and presumptive
fraud were reported to the Board. Forty-two of the reported cases involved staff members:
in 11 cases the perpetrators could not be identified and the remaining case involved a staff
member from another United Nations organization.

99. The Board’s analysis disclosed that in 30 cases the organization suffered losses
totalling $777,342, and in 16 cases no financial losses were incurred by UNICEF. The
Administration was not able to determine the financial losses involved in eight cases, one
of which was still under investigation.

100. The Board noted that the Administration had recovered $6,833 out of $332,342 at
31 December 1997 and that an amount of $213,930 had not been recovered from staff
members since they were no longer employed by UNICEF. The Administration considered
that it would be successful in recovering the majority of these losses. Furthermore, the
Board’s audit revealed that the Administration had not determined responsibility in a fraud
case in a field office involving falsification of records resulting in an estimated loss of
$445,000.

101. The Board is concerned about the low recovery rate of the amounts involved in the
fraud cases and recommends that the Administration step up the appropriate recovery
actions. The Board recommends that the Administration take appropriate steps to
establish responsibility with a view to recovering the loss incurred by UNICEF as a
result of fraudulently recording transactions in a field office in the amount of $445,000.
Further, the Board reiterates its recommendation made in its report for the biennium
ended 31 December 1995 that headquarters strengthen its monitoring of the operation
of internal control systems in field offices through prompt and effective investigation
of indications of mismanagement. '
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Annex

Follow-up on actions taken to implement the
recommendations of the Board of Auditors in its report for
the biennium ended 31 December 1995*

Recommendation 11 (a)

1.  The policy of recording cash assistance to Governments as programme expenditure
at the time the funds are advanced should be reviewed for consistency with the definition
of programme expenditure in UNICEF financial regulations and programme management
procedures.

Measures taken by the Administration

2.  The Administration indicated that this recommendation was currently under review
and involves not only accounting standards, but also the related programme policies and
procedures as applied by UNICEF under its programmes of cooperation.

Comments of the Board

3.  The Board noted the action proposed by UNICEF to regularize its financial regulations
and other instructions on the matter and will continue to monitor the issue.

Recommendation 11 (b)

4. UNICEF should establish a reserve for its doubtful contributions receivable to ensure
an accurate disclosure of its realizable assets.

Measures taken by the Administration

5. Inresponse to the recommendation, UNICEF has created a reserve for outstanding
contributions receivable amounting to $5 million, but this is yet to receive the approval of
the Executive Board.

Comments of the Board

6. The recommendation has been implemented. The Board will continue to monitor the
adequacy of the reserves in subsequent audits.

Recommendation 11 (c)

7.  The declining liquidity of UNICEF suggests the need for a reversal of the deliberate
strategy of setting expenditure levels higher than income.
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Measures taken by the Administration

8.  The Administration will review regularly the liquidity position of UNICEF to ensure
availability of resources to meet commitments as they fall due. Further, the Administration
will continue to monitor regularly expenditure levels so that appropriate action can be taken
as may be required.

Comments of the Board

9.  There was a reversal in the declining liquidity position even though the performance
was not up to the accepted standard. The Board will keep this matter under review in its
future audits.

Recommendation 11 (d)

10. Headquarters should strengthen its monitoring of the operation of internal control
systems in field offices through prompt and effective investigation of indications of
mismanagement.

Measures taken by the Administration

11. The Administration continues to be strongly committed to the improvement of internal
control systems in all UNICEF offices. New tools for identifying risks and anticipating
problems have been introduced to help managers to identify potential problems so that
corrective action can be taken in the early stages. These include training sessions on control
self-assessment. Regional management teams were established and have already begun
strengthening systems for regional supervision of country programme management
performance, reviewing and ensuring follow-up on audit and management reports and
developing performance indicators for reporting by all offices. To support these initiatives
the Office of Internal Audit has developed a database to track the implementation of audit
recommendations. This is being made available to regional offices and headquarters
divisions. When indications of mismanagement arise these are drawn to the attention of the
Office of Internal Audit, which ensures that they are promptly and thoroughly investigated.
The Administration will continue to support fully the efforts of the Office of Internal Audit
to ensure that the necessary preventive/corrective actions are taken in response to the
problems highlighted.

Comments of the Board

12. The Board will keep this matter under review.

Recommendation 11 (e)

13. Responsiveness to internal audit findings and recommendations may be further
improved as follows:

(a) The Internal Audit Committee should promptly evaluate and resolve any
disagreements over audit findings and establish a time-frame for the implementation of
internal audit recommendations;

(b) Regional directors’ reports on the implementation of internal audit
recommendations should be presented in a uniform format and be monitored at headquarters
by a designated officer.
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Measures taken by the Administration

14. The Administration is now monitoring the implementation of internal audit
recommendations in a more systematic and structured manner, using the database referred
to above. The audited office, and offices other than the one subjected to the audit but which
may also be required to take action on the recommendations, must provide updates on the
status of the recommendations. The Office of Internal Audit then assesses the updates and
provides the necessary feedback to the offices concerned. The process is completed only
when implementation is deemed to be at a satisfactory level. The Office of Internal Audit
has reported that many offices are making significant efforts to improve controls.

Comments of the Board

15. The Board will continue to monitor this issue in future audits.

Recommendation 11 (f)

16.  UNICEF should improve further the accuracy of its income projections for unfunded
supplementary programmes through more realistic budgeting and fund-raising strategies.

Measures taken by the Administration

17. The medium-term plan’s income projections are the result of extensive interactions
between the donor community and UNICEF. While there is a growing level of uncertainty
in the current funding environment, the Administration continues to strive to improve the
accuracy of supplementary fund income projections and assist field offices in the preparation
of programmes for submission to potential donors for supplementary funding. The secretariat
has also increased the frequency and rigour with which unfunded programmes are reviewed.

Comments of the Board

18. The Board will continue to monitor this matter in its ﬁture audits.

Recommendation 11 (g)

19.  The procedures for allocating general resources to country programmes should be
reviewed to enhance comparability of data, eligibility for assistance and the determination
of cut-off and exit criteria.

Measures taken by the Administration

20. From 1995 to 1997, the Administration undertook a major review, of the procedure
for allocating general resources ensuring extensive consultations with the field offices and
members of the Executive Board. During the review, the Administration also considered
the Board of Auditors’ comments and recommendations. The Executive Board approved
the modified general resources allocation system in June 1997 for implementation in 1999.

Comments of the Board

21. The recommendation has been implemented. The Board will review the new
procedures for the allocation of general resources in future audits.
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Recommendation 11 (h)

22. UNICEF should undertake collaborative studies into selected programme sectors to
determine the level of achievement of the decade goals, sustainability of programmes and
national capacity-building.

Measures taken by the Administration

23. UNICEF continues to undertake collaborative studies in the areas mentioned by the
Board of Auditors. From 1994 to 1996, UNICEF, in collaboration with Governments and
other partners, helped to organize special surveys initially to assess the achievement of the
mid-decade goals in more than 60 countries where national reporting systems are not
generating timely data. Follow-up on studies are still continuing in some of these countries
to assess progress towards the goals for the decade.

24. The concern regarding sustainability of achievements was also covered in a workshop
conducted in June 1995; discussions within an inter-agency working group and a
collaborative study covering eight African countries took place in 1996 and 1997. Also,
40 studies were expected to be completed by October 1998.

25. Further, the Administration is currently working on a study on national capacity-
building. This study will review the technical literature and current practices within UNICEF
and developmental agencies for the purpose of developing and testing more effective
methodologies and tools for the monitoring/evaluation of capacity-building. In addition,
UNICEF is participating in the United Nations evaluation of capacity-building that is being
carried out as part of the triennial policy review. A report on this will be prepared in the
third quarter of 1998 for submission to the General Assembly at its fifty-third session.

Comments of the Board

26. The Board will continue to monitor this matter in its future audits.

Recommendation 11 (i)

27. Instead of using the exchange rates available at specific periods of time as the basis
for forecasting budgetary requirements, UNICEF should consider adopting an appropriate
averaging method to obtain more accurate projections.

Measures taken by the Administration

28. The Executive Boards of UNDP, UNFPA and UNICEF have approved a common
methodology that will be followed by the three agencies in calculating their budgets. In line
with this, UNICEF will use 1 April as the basis of currency adjustment in its normal
submission of the biennial support budget for approval by the Executive Board in September
of the second year of the biennium.

Comments of the Board

29. The effect of the new currency adjustment policy formulated under the harmonized
budget format will be reviewed by the Board in its future audits.
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Recommendation 11 (j)

30. Inthe design of the integrated budget system a clear link should be established between
administrative costs and the costs of the country programme to achieve proper balance in
resource allocations.

Measures taken by the Administration

31. To ensure that there is a clear link between the administrative costs and the costs of
the country programme, the following procedures are now followed:

(@) A comprehensive review of the programme budget and support budget is made
before the country programme recommendation is submitted to the Executive Board for
approval; ’

(b) The information on the estimated support budget for the country programme
cycle is also provided in the country programme recommendation;

(c) When preparing the biennium support budget proposals for consideration by
the Executive Board, the programme budget information is similarly provided to serve as
a basis for the examination of the relationships between them.

Comments of the Board

32. The principle of linking administrative costs to the cost of a country programme has
been established under the integrated budgeting system. The Board will monitor actual
budgetary performance based on the principle.

Recommendation 11 (k)

33. Further measures should be taken to improve sales forecasting and to reduce
over-ordering of products in order to keep unsold stocks to the minimum.

Measures taken by the Administration

34. The Administration is improving its response time to National Committees with the
shortening of the card production cycle. A demand forecasting model will be tested with
some key markets and the National Committee will be encouraged to order more frequently
based on more current and actual sales forecasts. These are expected to improve inventory
management and forecasting.

Comments of the Board

35.  Measures outlined by the Administration through its restructuring of the Private Sector
Division of the greeting card and related operations, such as shortening of card production
cycle and improved demand forecasting, will be reviewed in subsequent audits.
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Chapter I11
Audit opinion

We have audited the accompanying financial statements, comprising statements I to
VIII, schedules 1 to 12, annexes I and II and the supporting notes of the United Nations
Children’s Fund for the financial period ended 31 December 1997. These financial
statements are the responsibility of the Executive Director. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Common Auditing Standards of the
Panel of External Auditors of the United Nations, specialized agencies and the International
Atomic Energy Agency. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, and as considered by the auditor
to be necessary in the circumstances, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by the Executive Director, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for
the audit opinion.

In our opinion, the financial statements present fairly, in all respects, the financial
position at 31 December 1997 and the results of operations and cash flows for the period
then ended in accordance with the United Nations Children’s Fund’s stated accounting
policies set out in note 2 to the financial statements, which were applied on a basis consistent
with that of the preceding financial period.

Further, in our opinion, the transactions of the United Nations Children’s Fund which
we have tested as part of our audit, have in all significant respects been in accordance with
the Financial Regulations and legislative authority.

In accordance with article XII of the Financial Regulations, we have also issued a
long-form Report on our audit of the United Nations Children’s Fund’s financial statements.

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

(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

15 July 1998
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Chapter IV

Financial statements for the biennium ended
31 December 1997
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Statement 11

Assets, liabilities, reserves and fund balances
at 31 December 1997
(Thousands of United States dollars)

1997 1995
ASSETS
Cash and term deposits
Convertible currencies (schedule 3) 410,324 410,604
Nosn-convertible currencies (schedule 3) 6,427 13,289
Accounts receivable
Contributions receivable (schedule 4) 156,376 195,235
Less: Provision for uncollectible contributions receivable (note 7) (5,000)
Net contributions receivable 151,376 195,235
Other (schedule 6) 172,905 159,471
Inventories (schedule 7) 24,583 46,043
Buildings and equipment (note 8) 13,131 12,912
TOTAL ASSETS 778,746 837,554
LIABILITIES
Contributions received in advance (schedule 8) 1,231 5,528
Unliquidated obligations (schedule 9) 116,619 105,342
Accounts payable (schedule 9) 29,151 36,428
Other funds and special accounts (schedule 10) 49,506 97,732
Medical insurance plans a/ 14,902 10,872
TOTAL LIABILITIES ) 211,409 255,902
RESERVES AND FUND BALANCES
Reserves
For procurement services - staff and related costs (schedule 11) 2,000 2,000
For insurance (note 9) 131 131
For capital assets (note 2) 26,320 26,572
Total reserves : 28,951 28,703
Fund balances
General resources 172,478 131,910
Supplementary funds 275,833 288,548
Emergency relief and rehabilitation 90,075 132,491
Total fund balances 538,386 552,949
TOTAL RESERVES AND FUND BALANCES 567,337 581,652
TOTAL LIABILITIES, RESERVES AND FUND BALANCES 778,746 837,554

The accompanying notes form an integral part of this statement and should be read in conjunction with .

2/ Inline with the practice in the United Nations system, the medical insurance plan previously shown under reserves is now shown under
liabilities. The comparative figures for 1995 have been modified accordingty.

P

(Signed) “Elieh ¥, (Signed) Carol BELLAMY /
Comptroiler . Executive Director

.




A/53/5/Add.2

*A13uIp1009% PAIPOWI U] 2ARY G66] 0F sy oAneredwod oy, /q
"AJ3UIPIO00E POYIPOUI Useq dARY 66T 10 SOmSY SANeIedwioo oY, ‘SONHIGR] JOPUN UAOYS MOU ST SOAISSOI
Iopun umoys Ajsnorasid uejd 9ouemMSUL [BOIPIL S “WISAS SUOTJEN PojIu() SY) Ul 9o10exd ot} YjIm Suly U /e

€68°cT 1SL91Yy YHINEDEA 1€ ‘SLISOdHd WYEL ANV HSVO
LLS'8VY €68°€Ty AIVNVI 1 ‘SLISOJHd WAL ANV HSVD
(890 (er1L) SLISOdHA WL ANV HSVO NI (BSVEIOEQ) ASYEIONI LAN
(0L0°¢) 6T SHOYNOS YHHLO WOYL HSVD LaN
re (6€) 8T SPUN JOUR0/SIAIISAI UT (35L9109P) SOSEAI0U]
(1€0°€) (612) sSmpping pue puej ut (aseazouy)
‘SHOUNOS YTHLO WOdd SMOTd HSVD
44 8y SHILIAIIOV ONIONVNII ANV ONLLSHFANI WOYd HSVD LAN
1 1 sy QWOOWT SOIANU] SNfJ
SHILIALLOY ONIONVNIZ ANV ONILSTHANI WOdd MOTd HSVO
(s5912) (617°L) SHILIALLOV ONILVIZdO WOE HSVO LaN
M (1v) (8%) SUIOOUT 5910)U] 35597
EVE‘0T (szzlsy) SJUN0oOR [eroads pue spuny uo s90uEjeq Ul (95e9109p) 95EII0UY
(zLv'or) 89 SONIIQEI] SO I (3589103(T)
v68°S 9LT'TI suonesiqo payepmbrun ur SseaIou]

e 20s91 (681°¢) o1qeAed sjumoooe uy (95€9109p) asEATOU]
(Ls+°69) (L6T'y) | 9OUBADE UI POAISSRI SUORNQLEUO UE (9523109(])
(szr‘'n 65¥°1C , §1955% 190 Uy 9582109p (9sEa10U])
(861°¢) (vev'er) S]qEAIR00] SJUMO90E IS0 UT (3SLOOUT)

000°S S[qBAI021 SHONGIHUOD qNI3[jooun JoJ worsiaoxd ur asearouy
10€°6T 098°g€ 9[GRAIR09] STUORNQLIUOD UF 95LI103(]
(zor's) (€95°v1) (1 yuowayess) SIIPuadxa J9A0 WO JO (J[EFI0YS) 1N

*SHILIALLDY DNILVIddO WOYd SMOTI HSYO

661 1661

(s4vjj0p sawis panuy) fo spuvsnoy)
L66] 19quIad3(] | £ pPapus wnIuudiq dy3 10j

smojj yse)
111 JudwNBIS




A/33/5/Add.2

Statement IV ]
Liquidity position

at 31 December 1997
(Thousands of United States dollars)

1997 1995
1.  The computation of the UNICEF liquidity position
takes into consideration the following short-term
assets and liabilities: a/
Short-term assets
Cash holdings b/ 367,244 326,161
Contribution receivable for current and
prior years 151,376 195,235
Accounts receivable advances and deposits 172,905 159,471
Inventories 24,583 46,042
Total short-term assets 716,108 126,909
Short-term liabilities
Contributions for following years received
in advance 1,231 5,528
Accounts payable and other unliquidated
ocbligations 145,770 141,770
Hedical insurance plan c¢/ 14,902 10,872
161,503 158,170
Supplementary fund commitments 275,833 288,548
Emergency fund commitments 90,075 132,491
Total short-term liabilities 527,811 579,209
2. Change in UNICEF liquidity between
31 December 1997 and 31 December 1995
Short-term assets 716,108 726,909
Short-term liabilities 527,811 579,209
188,297 147,700
Increase in liquidity as
at 31 December 1997 40,597
3. Liquidity ratio
Short-term assets 716,108 726,909
Short-term liabilities 527,811 579,209
Ratio 1.36:1 1.26:21

a/ UNICEF (iquidity policy recommends a year-end general resources convertible cash balance equal to at least

10 per cent of projected general resources income.

b/ Excludes cash held in special accounts of $49,506,094 in 1997.
¢/ In line with the practice in the United Nations system, the medical insurance plan previously shown under

reserves is noW shown under liabilities. The comparative figures for 1995 have been modified accordingly.
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Statement VIII

Capital assets fund: assets and fund balance

at 31 December 1997

(United States dollars)

AJ/53/5/Add.2

31 December 1996 - 1997 31 December
1997 Additions Disposals 1995
ASSETS
CASH HOLDINGS 14,852,836 15,002,620
OFFICE BUILDINGS
Accra, Ghana 041,170 118,841 822,329
Algiers, Algeria 94,145 . .- -94,145
Ashkabad, Turckmenistan 19,708 19,798
Bamako, Mali 1,175,000 ) 1,175,000
Bissau, Guinea-Bissau 845,485 198,587 646,398
Dar es Salaam, United Republic of Tanzania 573,418 . 573,418
Harare, Zimbabwe 430,445 35,598 394,847
Lusaka, Zambia 780,000 780,000
Male, Maldives 320,089 320,089
Manila, Philippines 31,000 31,000
New Delhi, India 1,812,848 1,812,848
Niamey, Niger 667,092 27,632 639,460
Port-au-Prince, Haiti 186,037 186,037
Priaia, Cape Verde . 553,468 . 36,009 517,459
Sana'a, Yemen 268,277 268,277
Sants Fe de Bogota,'Colombia 1,658,466 1,658,466
Santiago, Chile 32,143 32,143
S10 Tomw and Principe 382,348 31,037 63,002 419,313
Thilisi, Georgia 79,667 79,667
Windhoek, Namibia 1,361 1,361
Subtotal 10,852,257 & _672314 68,002 10,247,945
UNICEF HOUSING ,
Brasilia, Brazil 146,477 146,477
Buj umbura, Burundi 240,000 240,000
Harare, Zimbabwe 212,106 212,106
Juba, Sudan 21,618 21,618
Kampala, Uganda 250,000 250,000
Lagos, Nigeria 65,206 65,206
Maputo, Mozambi 12,078 12,078
Windhoek, Namibia 313272 60,827 374,099
Subtotal 1,114280 207,304 1,321,584
TOTAL ASSETS 26,819,373 14 275,306 26,572,149
FUND BALANCE
Balance brought forerard 26,572,149 26,513,155
Current period income 282,874 58,994
Current period charges 35,650
TOTAL FUND BALANCE 26,819,373 20,572,149

o/ This does not include the amount of $2,388,729 billed by the United Nations Dcvelopmen:ngnmnmmtoUNICEFindispmc.
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Notes to the financial statements

Note 1. Statement of the objectives and activities of the United Nations
Children’s Fund

~1. UNICEF is mandated by the United Nations General Assembly to advocate for the
" protection of children’s rights, to help meet their basic needs and to expand their

opportunities to reach their full potential. The organization mobilizes political will and
material resources to help countries, particularly developing countries, to ensure a “first

_call for children” and to build their capacity to form appropriate policies and deliver services

for children and their families.

Note 2. Summary of significant accounting policies

2. Until 31 December 1987, UNICEF accounts were maintained in accordance with the
Financial Regulations of the United Nations, with such modifications as required by the
nature of the work of UNICEF. By its decision 1987/13 (E/ICEF/1987/11), taken at its 1987
regular session, the Executive Board adopted the UNICEF Financial Regulations and Rules
in accordance with Economic and Social Council decision 1986/1981 of 23 July 1986, as
approved by the General Assembly in its decision 41/461 of 11 December 1986.

3.  In line with the goal of achieving harmonization of the presentation of the accounts
by the agencies in the United Nations system, statements I, I1, 111 and VII are now shown
in line with the formats agreed upon by the Administrative Committee on Coordination.

Accounting period

4. By its decision 1987/2 (E/ICEF/1987/11), taken at its 1987 regular session, the
Executive Board decided that, effective 1 January 1988, UNICEF would commence its
financial reporting on a biennial basis. Since 1 January 1988, the accounts have been
maintained on a biennial basis in accordance with the UNICEF Financial Regulations and
Rules.

Unit of account

5. Theaccounting unit is the United States dollar. The equivalent in United States dollars
of other currencies is established on the basis of the United Nations operational rates of
exchange.

Translation of currencies

6. Differences between the valuation of the currencies when entered into the accounts
and when actual transactions are completed are accounted for as gains or losses on exchange
transactions.

7. Periodically, assets and liabilities in currencies other than United States dollars are
revalued for accounting purposes at the prevailing United Nations operational rates of
exchange. Any variance due to fluctuation of those rates is accounted for as income or loss
and shown separately in the statement of income and expenditure. In accordance with
UNICEF Executive Board decision 1990/28 (E/ICEF/1990/13), taken at its 1990 regular
session, differences resulting from the payment of contributions pledged in currencies other
than United States dollars are recorded against the contributions.
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Income

8. Income consists of general resources, supplementary funds and emergency relief and
rehabilitation. General resources include funds from the voluntary annual contributions of
Governments, intergovernmental organizations, non-governmental organizations, the net
income from the greeting card and related operations, unearmarked funds contributed by
the public and other income. Supplementary funds are those contributed to UNICEF by
Governments, intergovernmental organizations, non-governmental organizations and the
United Nations system for specific purposes within the programmes approved by the
UNICEF Executive Board. Emergency relief and rehabilitation funds include those
contributed for emergency operations.

9. Income is recorded on the basis of funds or pledges received for the current yéar.
Pledges received for future years for purposes specified by donors are considered deferred
income and recorded as “pledged and received in advance”.

10. Contributions income received from National Committees for UNICEF and non-
governmental organizations is accounted for on a cash basis of accounting, with the
exception of contributions for supplementary funds and for emergency relief and
rehabilitation, which may be recorded on the basis of a valid pledge from a National
Committee. The validity of the pledge is determined by the existence of funds raised and
a statement from the National Commiittee that it is committing funds to UNICEEF in the form
of a pledge.

11.  All other income received by UNICEF is classified as miscellaneous income and is
credited as general resources.

12. The statement of income and expenditure does not include funds received and
expenditures made from special accounts. Those transactions that do not require
commitments by the Executive Board are maintained as special accounts.

13. Donations-in-kind, which are recorded as memorandum entries in the books of
accounts, are not part of UNICEF income.

Expenditure

14. All expenditure of UNICEF is accounted for on an accrual basis, except for that
relating to staff entitlements, which is accounted for on the basis of cash disbursements only.

15. Deferred charges comprise expenditure items that are not properly chargeable in the
current financial period and will be charged as expenditure in a subsequent financial period.

16. No provision is made for staff entitlements for repatrriation, etc., that will take place
in the future or to meet contingencies under appendix D of the United Nations Staff Rules,
as funds are provided in the budget appropriations as required.

Assets

17. All funds received are deposited into UNICEF bank accounts, including those under
special account arrangements, and reflected as cash holdings.

18. All outstanding pledges for contributions are recorded as receivables (see para. 9
above).

19. Prior to 1989, certain buildings purchased by UNICEF and considered as capital assets
were valued at cost less accumulated depreciation. In 1989, the unamortized value of
UNICEF capital assets was expended against the 1988—1989 budget, resulting in a fully
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depreciated UNICEF capital asset account as of 31 December 1989. Future acquisitions of
UNICEF capital assets will be included in the capital asset fund (see para. 24 below).

20. The stock of programme supplies at the UNICEF Supply Division warehouse at
Copenhagen is shown at average cost. Goods in transit to the warehouse are valued at actual
cost. Freight paid for supplies to the warehouse is considered part of the cost of supplies.

21. The greeting card and related operations inventory of raw materials, products in
process and finished goods are valued at standard cost.

22. Furniture, equipment and other non-expendable property are not included in the assets
of the organization. Acquisitions are charged against budgetary accounts in the year of
purchase.

Liabilities and reserves

23. The liabilities of UNICEF include contributions receive,'d in ad\}ance, special accounts,
unliquidated obligations, other accounts payable, credit balances in asset accounts and
accrued expenses.

24. By its decision 1990/26 (E/ICEF/1990/13), taken in its 1990 regular session, the
Executive Board approved the establishment of a capital asset reserve fund to better control

the future purchase of UNICEF capital assets, mainly buildings to be purchased for office

accommodations and staff housing in the field. At such time as may be necessary, additional
authorized appropriations will be made to replenish the capital asset reserve.

Consolidation of greeting card and related operations accounts

25. The financial report and accounts reflect UNICEF income, expenditure, assets and
liabilities, including the net operating income, assets and liabilities of the greeting card and
related operations. The principles of consolidation reflect the accounting policies outlined
below:

(a) Effective 1997, the reporting period and accounts of the greeting card and related
operations will be maintained on a calendar year basis. For consolidation purposes, the
UNICEF financial statements now include the greeting card and related operations accounts
as at 31 December;

(b) The financial effect of consolidating the greeting card and related operations
accounts on a calendar basis is reflected, most notably, in the receivables and earnings of
the greeting card and related operations. Inter-office transactions between UNICEF and the
greeting card and related operations are eliminated for consolidation purposes.

Note 3. Income

26. Total income from contributions for the biennium ended 31 December 1997 was
$1,481,494,000, a decrease of $198,122,000 compared with the biennium ended 31
December 1995. Contributions for the biennium ended 31 December 1997 consisted of
$724,247,000 for general resources, $537,213,000 for supplementary funds and
$220,034,000 for emergency relief and rehabilitation.

27. Netincome from the greeting card and related operations for the biennium ended 31
December 1997 was $310,670,000 as follows (in thousands of United States dollars):
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1996 T1997 Toial

Income:
Gross proceeds from sales 167 871 144 520 312 391
Private sector fund-raising 86 947 134 508 221455
Other income 7928 7 686 15614
Total 262 746 286 714 549 460
Expenditures C ’ 112 325 126 465 238 790
Net income 150 421 1620 249 310670

28. Income from miscellaneous sources for the biennium ended 31 December 1997 was
$89,647,000 (schedule 2). The major items are $47,680,000 in interest on funds held in
interest-bearing deposits and in current accounts with banks and $12,604,000 in adjustments
of payable related to the prior period’s budget.

29. Changes in the value of the United States dollar (the accounting unit) in relation to
other currencies in which assets and liabilities were held resulted in a net decrease of
$35,758,000 in the accounting value of these assets and liabilities during the biennium ended
31 December 1997, composed, for the most part, of the following (in thousands of United
States dollars):

Revaluation of contributions receivables 9722
Revaluation of the call and investment accounts 14 837
Revaluation of current accounts, cash on hand 11 199

and other accounts

Net decrease 35758

Note 4. Donations-in-kind

30. Donations-in-kind valued by donors and accepted by the Executive Director at
$51,641,000 were delivered by UNICEF to projects during the biennium 1996—1997. These
are recorded as memorandum entries in the books of accounts and are not part of UNICEF
income.

Note 5. Expenditures

31. Total expenditures for the biennium 1996—1997 amounted to $1,834,555,000, which
is $168,235,000 lower than the total expenditures of the preceding biennium. Expenditures
for programme cooperation during the present biennium totalled $1,659,934,000, or
$151,988,000 lower than that for the biennium 1994—1995.

32. Expenditures for management and administration in 1996-1997 were $174,621,000.
In the biennium 1994-1995, the comparative amount was $190,868,000.
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Note 6. Write-offs

33. The amount of $21,061,000 shown on statement I includes the write-offs and
adjustment of pledges for the biennium ended 31 December 1997 totalling $18,885,000.
Adjustments for write-offs of other assets and losses amounted to $2,176,000. The write-off
and adjustment of pledges consist of the following (in thousands of United States dollars):

Emergency relief and

General resources  Supplementary funds rehabilitation Total

Supplementary funds
cancelled by donors . 9365 2000 11 365
Supplementary funds
cancelled on completion of
projects 2142 4 809 6951
Unpaid pledges 569 ' 569

Total write-off and

adjustments 569 - . 11507 6 809 18 885

Note 7. Provision for uncollectible contributions receivables

34. In line with the recommendation of the external auditors (A/51/5/Add.2, chap. II,
para. 35), a $5 million provision for potentially uncollectible contributions receivables has
been set up with a transfer from the general resources fund balance.

Note 8. Assets

35. At 31 December 1997, cash totalled $416,750,000 (statement II). Included in this
amount are $49,506,000 held on behalf of donors, mainly for the procurement of goods and
services on a reimbursable basis. Cash details are given in schedule 3.

36. Contributions receivable for current and prior years totalled $156,376,000 as of
31 December 1997. Included in contributions receivable are $90,805,000 for supplementary
funds and $47,857,000 for emergency relief and rehabilitation, payment of which is normally
related to the progress in implementing specific projects and occurs in accordance with
payment schedules agreed upon with donors.

37. The aggregate of accounts receivable, advances and deposits as at 31 December 1997
totalled $172,905,000, including the accounts of the greeting card and related operations,
which totalled $130,074,000. .

38. The aggregate value of inventory as at 31 December 1997 totalled $24,583,000,
consisting mainly of programme supplies in stock at the UNICEF Supply Division
warehouse at Copenhagen and greeting card and related operations stock.

39. Capital assets reflected in the financial statements of 31 December 1997 consist of
office buildings and staff housing presented at their acquisition cost of $11,967,000, as well
as greeting card and related operations machinery and equipment that are depreciated over
the estimated useful life of these assets. The depreciated value of the greeting card and
related operations capital assets is $1,164,000. Details of UNICEF capital assets, except
the greeting card and related operations, are given in statement VIII.
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40. The cost of non-expendable property as at 31 December 1997 totalled $51,692,000.
Computer equipment acquired in 1996—1997 has been charged against the administrative
budget, a procedure consistently applied since 1986, and is not reflected in the statements.

41. As at 31 December 1997, the organization’s call accounts and time deposits were
valued at $398,442,000. The application of the United Nations rates of exchange at 1 January
1998 will result in a foreign exchange loss of $866,000 and decrease the value of the call
accounts and time deposits to $397,576,000.

Note 9. Reserves

42. In 1950, the Executive Board authorized the establishment of a reserve for insurance
of $200,000 to absorb losses of UNICEF programme supplies and equipment not covered
by commercial insurance. Up to 1992, the reserve was restored to its authorized limit by
a transfer from income. There were no movements in the reserve for the biennium
1996—1997 (in United States dollars):

Balance, 1 January 1996 104 010
Charges against the reserve in 1996-1997 (—)
Balance, 31 December 1997 104 010

43. In 1987, UNICEF established a reserve of $100,000 to self-insure for property losses.
This reserve was funded equally from the biennium 1987-1988 and the biennium
1988-1989. Up to 1992, the reserve was restored to its original amount by a transfer from
income. There were no movements in the reserve for the biennium 1996-1997 (in United
States dollars):

Balance, 1 January 1996 26 399
Charges against the reserve in 1996-1997 )
Balance, 31 December 1997 26 399

Note 10. Contingent liability

44. The net contingent liability for staff benefits as at 31 December 1997 is estimated at
$60,480,000 consisting of the following (in thousands of United States dollars):

Accumulated leave 23 364
Repatriation grant 32816
Mobility and hardship 4300

Total 60 480

45. There is no provision in the accounts for this amount. The expenditures will be charged
against the budget appropriations of the periods when actual payments are made.
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46. An outstanding amount of $2,575,120 was billed to UNICEF by UNDP for
construction costs of the common premises project pre-financed by UNDP. UNICEF has

recorded $186,391 in the accounts as a confirmed liability and the difference of $2,388,729
is in dispute.

62




A/53/5/Add.2

Uongjlliqeyad pus J91i9d Aouabiews

Sspuny ﬂﬂcuﬁm_mmnw

SUN0SA [RIIUID

$8€'6£€'65 202'0e8'01 918'90'6 16£'798'} vi8'L8y've y18'180'VE €08'126'eL 125'08 zel'ovs'el b._m:tumv
5r'ee 1Sh'eT ISv'ee eibiosn
155 156 156 000' 000' eiqweg
650861 650'86) 650'86) uoqen
2¥9'2ea'se 89's8s'e Z2Lve'e 126°2¢8 671's8e'y 612'169's €EB'E6G S¥8'L9L LY £82'e5t 295°'809'2} aduely
050'vic'ze ell'alg’e 990'Lel €50'580°¢ olL'vee'e +96°191L°2 ZsL'zel'L 512'c08's2 slT'e08'se pueuy
€54’ £sh's esh'e 1id
oL6'sy oL8'sy ole'sy ejae|jsoBnA Jo ajjgndey [RSapay
$8.'86 68.'86 $82'86 gdojyg
ol ol ol eas
000'6. i 000'6. 000's JopeAleg 13
€66'28 18's 18's 2S1'LL sLLL 1Aty
G98'e6 G98'66 598'66 Jopenog
9/2'8l 199's 199's si9'2L SoK'L 1518 2)iqnday uedjujog
000'01 000'2 000°2 000'c 000’ inoqiig
196'99¢'69 orz'esy'0l 6..'88 L9¥'Lov'oL 299'500'L 269'96€ 046'809 650'698'LS 0eg's 0€2'658'2S Mewuag
299's 299'6 299'6 eaJ0) Jo aliqndey s,9)doad JpRoWag
ele'ege £12'992 €12'992 aJiqndey Yoezo
866 866 868 snudio
€92'29 9v6'2L 9¥6'2L 219'%8 218'%S ®qnd
loL'ee 19L'92 LoL'ee B ®$0D
8lL'01 8LL'0) 84L'0b QJI0ALD 910D
288'6l¢'L o626k 962’6k 169'066 169'0868 _jquioed
S0L'21e'e S0L'2Ie'e 829 LL0212'T BUIND
(715 oLl'sy 0LL'9r 000'251 000254 SjIu0
005'6£9 005'6€9 005'6€9 PBYd
000002 000002 000'00Z ayqndey uesy [RAUSD
000's 000's 000's ejpaquie)
8LE'YL0'YD 15$9'9€'e4 80L'e8s Zve'sL'ey ©92'625'0E 619'vPE'TL veL'1eL'st v16'281'02 GE6' 6£0'081'02 Speus)
¥85'2 ¥85'2 »85'2 fpurung
£60's €60'S €60'S ' 0824 supiing
x> A >4 €62 epesing
12’6} 126l 21Z'6) spuejs; UBIA ysaug
8£6'089'81 8£6'08€'81 8€6°08'8! 000'00€ 000°00¢ ize 2]
0es'0} : 0£8°01 058°04 Bsusmsiog
r2L'ols Zy'sis 205'vE 026'08Y 169'¥S 169'C 00025 sAjlog
956'9 956'9 : 9569 uenig
000°01 ) 00001 00001 ujueg
000°04 0000 00001 ozZileg
* LLL'0SL'8 0£9'65¢ 0£9'eSE 235'080'Y 609'196 816'g90'c L0'99L'Y 8s) 958's9L'y wnybeg
185'9 185'9 186 000'9 sopeqieg
808'ThL 2eL'Ts gl'es 9.9'09 =717 LoL‘09 ysapeBueg
086°2¢6¢ 066'2¢€ 066°L6E usfieqozy
812'045°L S$90'¥38 SP0'¥89 689'¥oL'e sig'ieL’'l 69¥'€€0'C 686°LPL'E o8 eri'ivl'e sy
695°£85'96 912'e68'C S60°El8'L 129'081"} b LSY'eT 8vs's9l'ol 969°'162'0L 80E'2LL'L T 980'10L°2 gleseny
[ 4%°] 12L'e 121’9 Eueuly
896'208'Y 896'208'y Lov'ves'e 18y'eeL eugually
818'6Z) 80e'2y 80E'Zy 805'2L 605'L 000's) 000's} _uopuy
o'se 10's2 27 000'sZ spelly
000°} 000'L 000'% sjueqly
SAMINNOD
T#0L eoang S90S SopUaBE T=oans $330N08 Sopuebe Bowang $951M05 SOpUeDE
[BIUSWWRACS [ejUatILIBACS [EIUSWIWEAOE  [BUBLIAACE [BUSWIWSA0S [BURLUWIACS souog
“UON ~Ja pue -UON “Ja)u} pue “UON “Jaju| pus
SIUBLILIBACD SIUBLILIIAOD SIUSUILIOACS

(s4mjjop saivis pariuf)

L661 13qWad9g [ € papua wnjuualq ay3 ioJ
pasdpopd xo paAIddAL suonNqLIUO))

1 3[npayos

SIUIUIA)B)S [RIDURUIJ Y} 0} SAMPAYIS

63




A/53/5/Add.2

£89'62}

€89'501

GOREYOEUS] PUB Jo19) AoUal

Spun] Kigjuowedong

$90IN0S3] [BeUwE)

£89'p 000'001 000's2 000’52 ewsusy
6¥0'462 220’2 04T rooLe ro'oLe uBshied
052'861 0sz'e6t 052’961 SOUIUNCI PUBE) JYoed
295'90} 295'904 295'9 00000} uewo
SOV'v0S'8LL 815'v28's #¥0'v0L i¥'02L'9 60p'220'eE 9/8'048 ££0'76Y'2€ 8L¥'159'8L §46'6 €05'L¥8°8L KewioN
S20'te 506'602 S06'602 0zi's ozt spebiN
M%.omm.n 651°0FY 0s¥'292 689'2L) §50'120'2 182'89 892'256'} Lesey's 169'L 98g'22r'} EsSN_ huu
o8 08
19150451 05€'s94'sE LE1'sez’t 612'088'eE 6v6'988'6S seL'zaL'sl 0z2'voL'or 19¥'666°85 $85°2€2 28'99L'85 SpuBLaLIBN
000'y : 000'Y 000’y BiQuUEN
S¥E'L97 SbE'L92 008 S¥5'092 Jewueky
102'622 18519 195'19 ¥£9'19) ¥£90'19} 03001014
zev'ee 0202 020'2 uv'oz 414 00002 ejjobuoiy
$02'0EL 15'95 15b'96 €5.'eE esl'ee ©38uUol
151'829 155'602 155’602 902'6LY $90'y LL'SLy O
0s'9e 8h0'LS 850'LS z8c'6h zee't 066'24 snjpnep
sTL9 s2L'9 SZL'9 sunEneN
000'4 000't 000't SpUBLS) RUSIEN
6L0's 610'8 610's LT
1552 155 1652 oW
201'0b ZoL'04 ZoL'0b sanplew
0£0'891 . 0€0'e51 0 000'89} wekeEp
280’9 60’9 200’9 PO
SLL'T9L 990294 990'Z4 000'08} 60L 6oL Jsoselepspy
21T LT LT #{UOPSIRN
€12'108°C o¥s'LST' 210'412 £25'oV0'} 982'058 98¥'26¢ 00£'855 18£'e69 gee 640'ce9 Bsnoquivxn]
e v'e e URISURRSN
EWLyy £2TLbY vy eApjyewer qrry uzAqr)
116'19 118'19 L16'19 N o097
055'142 055’822 sor'Thl shi'es 000'ch 000'st vouegs]
000'0} 000’01 000'0} 2jiqndey JNRI0WAE $,0id08d 0¥
£e1'00¥ ceL'00y €51 000°00¥ D oy
000'z 0002 000'2 skue)
8yz'0e 000'2 000'C :174:74 174" uepIop
ls6'818'v8 Zri'issor rA7Wi--rd 000°006'2 995'202's1 995°202'ct 000'000'Z 6¥2'rr0'ss eyZ'vil 000'0568'eS usdep
£66 €66 8z 598 wyewsy
690'518'YE 6£5'658'6 thi'sie's S5C'0KS'9 $02'e85°LL 808'640'y 968'665"L [rigdia) 052 £60°228°CH Ay
080'SZL oe0'szl o 000's2L s
wTY'L 968'YbY'L 968'vHY'L ¥$9'057'2 ¥o9'0sy'2 ZEL9S'E % §69'915'E pugjes)
00c'ese 00e'ese 00€'85E ) bwyt
000'ZEL 000'zEl 000'2E} (o 2ygndsy ouuersi) ey
£09°028 £09'02¢ £09's 000'se * 9is3uUOpU
120'8e8’t go2'08 S0L'08 998'SL'L Lor'se S96'1EL'L a1pyj
6LL'ZVT sLLTve 622y pue;as)
000'S 000'S 000's AsaBuny
oL'zoL' 2€9'852 265'85C 060°ELY'T 080'ELY'2 88Y'0¢€ 88408 Buoy) BuoH
6SH'vS ozH's ozy's 610'9¥ 610'9F seinpuol
000 0002 000'Z 095 AioH
0¥2'E05 0b2'e0s ob2'e0s nex
viL'y (774} 00€ ' eueing
pee'ee ¥52'02 teL'0Z 0052 005'2 ness|g-esuing
9zL'ee gzL'ce g2L'ee esujng
Wi'ze Wiz wi'ze elpwolend
LIS STT'e6 gze'en 000'0} ors'lye oY5'I¥E 000'02¥ 00002 ®009:9
000'0} 0000} 000'04 eueyd
el eoans $3I2IN0S gﬁcuwm Liong SIN0S mv_u,:vm,a {=01qng $32JN0S nobcowm
[BIUSWLISAOS [USWILISACS (BusuiLseacs jeuIWwIAcs [EUAWLIBADE [BJUSLILISACS Jouoq
~UON =Jajuj pus ~UON =5ojU§ pue ~UON =JQ\U| puR
SUSWILIBACD SIUSURLBACD 8%8

64




A/53/5/Add.2

6v8'8L6'vYY') orOTzzSlz | _oTV'eoR'9e Mze'sce'sll  _SLLA0'S0S  MZG'SER'0Z_ _J6M'Zve'0oE ven'Deo'vz.  elz'lee't SoR'erzzzL SIIONIOY WINIANYIAOD

“H3INI ONV SINSWNYIA0D WLOL
eo'sy'il) (z25'06E'Y) (z25'g6e'r) (S15'960'0) {s15'960'0) SUORNYIJUOD 4O PUNgay
Le8'eee’t . (sc1'86) (eeL's8) (oro'ze) {ovo'zer) 120'888'L 120'699't spojpiad Jojid of susugsnipe ewooy)
08Y's0Z'1e 828'LL9'ST 928'119's2 ¥59'e65's ¥$9'665's sojousBe uewswasoBiaw; (Bcgns
000'058 000’005 000'005 000'05¢ 000'05¢€ . ' pungd 93cio
SLL'rIZ'0e 8z8'LLLsT 0z8'1LL'sZ eYEToL'S 6pe'2oL's uojun ueedosny
so2'le S0E'le S0e'le (uogesadoo feojuyoay, pus esnyng Joj AsuaBy)

enbjuyoe) v e)jeinng uopeIBdooD) op sUL By

STIONIOV WANIANUSAODNLN
610'SEB'ETY'L 0£8'00L'y6L  9TL'sos'ec YOR'LYTASL  _SZQ'LL9'I0S 1ZS'Seg'vOz  vOL'ZRL'ZOf £90'LITZZL 6LZ'LE8'L S¥e'68'02L $3{3UN0D MO
£88's - £668's 6sL'L yse'y amgequz
82L'258 SLY'S0S . SL¥'S0S yeg'lee yze'iee 6ze'yl > sez'rL wquez
ozL'oe 000'02 000'02 ozL'ol ozl volie,
¥08'L9 ry'oe rr'oe 0or'sz 99¢ ¥60'sZ WeN oA
60104 €L6'08S €LE'08s 902'0ZL 90L'0Z1 wonzauep
siz'ser'ies 8.8'200'02 €18'6e5'T $96'207'se ££0'96£'6 ¥£5'885°02 86r'298'yL y0£'190'002  ¥0E'L8 000'000'002 ROLGUY J0 SRS PayUN
s L. o sLy'L sjuezus] jo ojiqndey] payun
SHe'RaL'eL 85's52'TL Hs'osL'z 650'Yor's €8g'gsv'ee  eez'sri'oL sse'lic'ez TIS'050'22 219" 008'128'92 pusjey) WoLIoN pue

upnisg Jeaig Jo WwopBupy) payun

012’802 012’902 oiz's 000'002 samijw quy payin
€6Y'SS cor'sz <or'se 000'08 000'0¢ KenBnun
oor't 00¥'s 0o¥'s . wpusSn
268'608 o15'ts ols'ls 129'%0 000'00 129'9 000'S¥YZ 000's¥2 Ampng -
89201 09201 (] 0zc'z08 wsjun)
02 07¢ w%e'e oBwqo) pus pepup)
116's li8's ti8's RjUCPORY JO DiiNncoy] AeisoBnA Jeuc) Byt
SI9'20LT UL'RLT 9I8'081'Z 62L'000 3 6£2'009 , puejmy)
L'z 1S9's 159's - 090'%T 0802 slgnday qury uspAs
£8L'269'0y 1s1'28'e 121008 1er'i0'e 28095221 Z88'1ZL'YL SOLYEL'S Sr8'905'6Z 215'909 €EY'206'rT puspezimg
S9L'629's0L yL2'90Y'22 L2902 6887ZE'L9 8T8 202'625'09 187'006'6L s’ 0868'268'6L uspamg
258t 208t %9 - , PUSIZEMS
000'052 000'052 000'05Z swrupng
Sic'80 ser'L ssy'L 082'00 -, 08L'09 260t 18 000'b uepng
£BY'E0R S85'YYe S85'YYe e63'sl 808 160’8l wjus HS
805'rLL'ee 190'r55's 190'755'S $SE'IW 0®s'ess'ze 9£8'952 0s0's8L's sz s90'e8L'c upeds
0£8'20 : 0£6'29 soL SeT'L9 Y oS
001’z L'z 00L'Z oS
Wy Ty ey USOIS
8563204 L'y L'y olv'se oly'se 1ye'eo we's 000'09 siodeBuig
ool 004 001 sejjoysies
S88'0LL se3'0LL s68'0LL [eSsuos
seR'0eT's ) STP0R'e sze'oze 000'000'c Ry [phes
HO'eTL 000’0 000’08 6ze'le eze'le EW'tL eIt , oupey ues
005'} 005't 005'} SOUIPRUGID O PUB WRSUIA IS
LS TS s N es
002005 002'00 00T 000'00$ uopelope ueissny
evl'y erl'y orl'y suewoy
290'ey 290'ch 200y wAopioly jo ojiqndey
221°009's 000'099'L 000002 000088 229'6v8 229'ev8 005'000'c 005 000'000'c #2i0)) J0 ojiqndoy
622 207 sre'sLl sve'slL W 229 000'2 000'00Z 000002 teBnyod
o8'Ly 0l6'Ly ol8'Ly puejod
¥58's96'1 000's 000'c £62'795'} £62'795'L 195'8LY 195'8Ly sauddjjigd
Z0'LLL o'l oLyl 119'966 000'0€ 0000 nod
osg'ee 059'22 059'22 0007CL 000'ZL KenBened

T&0L [T TUN0S SO[OURDE TEOHNGS TIN0S [T TSOWnS SIAN0S Soouele

LTETTIVIE TV, S T TTERTTTITAnY, ImuguieAcl leueiwocl MustIWesol [wusLWeAoS louoQ

~uoN * ~Jaqu] pue ~UoN ~%u] pus ~uoN ~auj pus




A/53/5/Add.2

S —————

—————- e

OrZ'VEr'18Y't 865°€£0°022 2ILEVTLES 020 L42'TL VLOL ONVHO
922'200'9 116'82e'c 59¢€'829'C siuswabuewe uopezjuedio-JAu)
8£2'240'89 005'28¥'L 208'22'99 9E6'99L SUOjjEZIuEBIO [BRURWLISA0E-UON
£72'995'502 9z1'588'9 66604229} s12'iee’} SINWWOD |eUoHEN
699'682'¢e 826's512'sT 145'809'S 00¥'S9+'Z sapuabe [euswwsnoBiaiul
sLi'ssh'est’t £65'0V1'ESE 189'€€2'562 99v'e8L'slL SIUBWUIRACD
uonelliqeyas g
12101, J3)j31 Aousbiawiz spuny Aejuswaiddng $20Jn0Sal [RIBUBD AUVWWNS
ovZ'ver'1ep'l SOV EC002C . 265 8/9'HF 126'95c 840  COL€Ie'lES  S9S'MIE'SET  L6L'2ve'00e 020'Lbe'veL  SSL'866'L 598'8VZTZL IVLOL ONVHD
927009 21682 216826 69£ 89T 69£'819'C SINIWIONVHYY NOILVZINVOYO-UILNI TVLOL
(0c2'092) {oes'090) (osL'092) UORNGUILCO JO PUNEY
(bL4'P) 88y'ce 88Y'ee (296'2e) (206'2€) spoyad Joud 0) SJUIWISIPE BLWCIU]
08Y'2LL'9 ¥2y's62'e [74.47:743 950 2L4'E 850'2L0'E sjuswsBueus uopezjueBio-1eiv] 1e0lans
000'282 000'288 000'28¢ sueg PLOM *
005’y 005'y 005'y U0y ‘dIM
ssL'eet 000'09 00009 SSL'EL asL'el BASUID ‘OHM
£85'1L2 000'024 000'0Z4 €65'vSt £85'¥SH BABUSO HOHNN
(000'4) {000't) (000'1) SHOA 3N 'VdINN
00008 000'05 000'0$ sied ‘09S3NN
oszzol 0£2'204 082'204 3OA M3N 'dANN
08€'00L 08€'001 08€'001 3IOA M3N ‘4GONN
005'0b 005'04 005'0b BUUBIA ‘'dDONR
rLeaLT 658'568 658'568 668'298't 688°298°t 1BHRIA99S NN
000's26 000'526 000's26 (bail/vHQO) Spuny ASusbBiawsa ‘NN
§95'562't $95'662'L §95'662'L VHANN
612'teL 6i2'1EL 8121 Swoy ‘avsl
SINIWIONVHEY NOLLVZINYOUO-HILNI
) VG P0L 912 _GLOIYESE 126950811 _BOCGEG ¥es  _L0C €69 eee  _.16L°2va'008 020 Z¥C vel _ _S5L 8664 cog'evezel IVLNIWNYIAOD-NON ONV TWANIN
- ) B “NUIACONILNS ‘SINSWNEIAOD TVLOL
- {ose'set) (ose'ssy) {ose'ssl) UORNGIILGD J0 PUNSY
{0ss'0L¥'e) (68 {s3)) (sis'ael’y)  (sig'sas’t) (eL2'19')) (ce'1e9") spoysad Joud 0} sjuAURSN{pR SWIC
9Y0'EoL'YE 682'€8Y"t 60z'car't 8v5'1Z8'08 grs'tza’es 60Z'86L°1 602'86L°) suofez|uebio [BusLLIBA0B-UON 1EI0KINS
56402 sri'ot sroL 050'0} 050’01 Jeis sepusbe NN PUB NN
ssi'st 96¥'y o6Y'y 26971 269'TY 000'E 000't PUND SUSWOM NN
oLzoy 042’0y (x40 . UOHEPUNO ] SAIRJNO0Y UL
651'285'C 000000°1 000°000° 000'008 000008 651'28L'. 6s1'282L'} usdep Beueloim oynSIBL
ZEETH0'T L*e'TO'ZZ ee2N0'22 feuopewsa Aoy
152 1¥5'2e Wws'ze Keavo) ‘eweg ppay
z'ze Lz z'ze UIPING ‘UdtuRg BPPRY
000'08 000'08 000'08 [eucpewIY] ueld
£60'261 £60'261 €60'261 Buoy) BUOH "WeXO
669'18 669'18 65918 UOpUOT WeRXO
€1'959'¢ €LL'859'C £L2'989'S uedep 'uoepunoz LOddIN
£26'} £26't €26’} qniO Suor]
¥£0'188'c ¥£0'188'e $£0'188'€ BuaY YAUEBSSSY WUALA0RASQ [BUOHIEWY]
156'SH 156's1 156'sh enue) Wwewdojsas( PIID [RUCREWSIY]
000002 000'002 000002 STARS PUOM LUNYD
sv'se Z6h'SL ap'sL UGIEROSSY UNESH dliqnd UBIpRuBD
968'751 968'781 968'251 SpUBLIRLIBN ‘UORBPUNO 3037 UBA PIBISE
L »y'n 'l onau1, wagday fespny
SNOILYZINVOEO TVINSWNYIAOD-NON
(=18 |eogns SAN0S sapusbe ens SIWN0S noﬁ:um& e0gnsg $2UN0S woﬁcomw
[euseA0l (BUSWIACD jetaunucact [eewaAcl [BUatLsAcl Imususach JouoQ
~UON ~1oju} pus ~UON =33 pus ~UON -3 pus
SIUULWISAOS) SWRABUIBACE) SIUSLULIBACYD)
UONEiGEUR] PUE Joiie) ASUstiauiy Spuny AIBIURIdanS $o2UNGSR BRI

66




A/S53/5/Add.2

Schedule 2

Other income

for the biennium ended 31 December 1997
(United States dollars)

1996-1997 1994-1995
INCOME RELATED TO THE BUDGET EXPENDITURES
Income from packing and assembly activities 6,317,240 3,961,897
Adjustments of accounts payable related to prior period's budget 7,485,556 6,006,165
Agency commissions and reimbursement for services 3,070,073 2,937,820
Income from sale of films, books and other information materials 124,428 128,370
Income from sale of surplus and obsolete administrative property 795,262 2,130,102
Miscellaneous 250,004 501,445
Subtotal 18,042,563 15,655,799
INCOME RELATED TO PROGRAMME OPERATIONS
Shipping and insurance claims received 341,243 211,260
Income from sale of surplus and programme property 459,329 533,074
Miscellaneous 8,740,368 9,582,678
Subtotal 9,540,840 10,327,012
INCOME RELATED TO FINANCIAL OPERATIONS
Cash discounts ) 623,759 816,818
Galns (losses) on forelgn exchange transactions 6,919,274 1,324,874
Agency commissions from procurement services 4,810,133 5,367,442
Miscellaneous 2,030,358 1,806,179
Subtotal 14,383,524 9,315,313
Total other income 41,967,027 35,298,124
Interest on current bank accounts and short-term investments 47,680,230 41,414,429
Total 89,647,257 76,712,553
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Schedule 6

Accounts receivable, advances and deposits

at 31 December 1997
(United States dollars)

1997 1895
ACCOUNTS RECEIVABLE

From the United Nations and specialized

agencles for supplies and advances for

fellowships and other jointiy-assisted

prolects 2,878,706 3,327,282
From non-govemnmental organizations

for fund-raising campalgns

National Committees for UNICEF 130,088,938 115,881,466

From Governments - other 602,223 667,986
For shipping and insurance claims 47,704 84,479
From banks - accrued interest 5,837,726 3,373,971
From Govemments, United Nations

agencles and other organizations

for special accounts 9,472,144 12,626,859
From staff members 19,763,077 18,388,967
Miscellaneous

TOTAL ACCOUNTS RECEIVABLE

DEPOSITS AND PREPAYMENTS

ADVANCES

To suppliers for goods
and freight

GRAND TOTAL

925,114

169,615,632

1,359,931

1820612
172,905,175

903,058

155,264,068

1,743,083

2,473,844
159,470,995
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Schedule 7
Inventories
at 31 December 1997
(United States dollars)
1997 1995
UNICEF PROGRAMME SUPPLIES
UNICEF Supply Division warehouse, Copenhagen
In stock 17,555,525 34,822,780
In transit . _828624 749,167
: 18,384,149 35,571,947
Packing materials 180,869 266,679

Total stocks in the UNICEF Supply
Division warehouse, Copenhagen, and in transit 18,565,018 35,838,626

STOCKS IN OTHER LOCATIONS

With suppliers

2,530

GREETING CARD AND RELATED OPERATIONS

Raw materials 2,082,837 3,652,001
Products in process 1,201,581 1,166,626
Finished goods 2,733.178 5482577
6,017,596 10,201,294

TOTAL INVENTORIES 24 614 46,042,449
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Schedule 9

Accounts payable and other unliquidated obligations
at 31 December 1997

(United States dollars)
1997 1995
ACCOUNTS PAYABLE
To the United Nations and specialized agencies
For staff salaries and related allowances ' 7,620,638 16,205,456
Greeting Card and related Operations 11,043,222 8,131,896
Freight 10,755 5,055
Miscellaneous 10,476,627 - 12,085,198
Total 29,151,243 36,427,605
UNLIQUIDATED OBLIGATIONS
Programme budget accounts
For supplies and equipment 76,165,936 60,770,514
For services } 15,674,550 16,820,707
Administrative budget accounts 24,778,321 27,751,149
Total 116,618,808 105,342,370
GRAND TOTAL 7 145,770,051 141,769,975

aneredenetk— ot
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Schedule 11

Income, expenditures and account balance related to procurement services
for the biennium ended 31 December 1997

(United States dollars)
SOURCES OF FUNDS
Balance, 1 January 1996 2,000,000
Funds received 10,091,744
Price variance 1,503,344
Total funds available 13,595,088
USES OF FUNDS
Staff-related expenses 6,784,955
Transfer to miscellaneous income 4,810,133
Total expenditures 11,595,088
Balance, 31 December 1997 2,000,000
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Annex I
Statistical and other data

The present annex comprises tables giving statistical and other data concerning
UNICEF activities which, although not forming part of the financial statements, are provided
for information purposes.

Tables

1. Total new programmes funded from general resources, supplementary funds and
emergency relief and rehabilitation funds approved during the biennium ended
31 December 1997 (summary by region and type of programme)

2.  Summary of new programmes funded from general resources approved by the
Executive Board during the biennium ended 31 December 1997 (summary by region
and type of programme)

3. New programmes entering into effect during 1996~1997 between Board sessions
corresponding to specific contributions received or pledged during 1996-1997 and
adjustments and transfers

4.  Summary of expenditures in 1996—-1997 by region and type of programme
5.  Expenditure for cooperation by programme in 1996 and 1997
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~Annex II

Glossary of selected UNICEF terminology used in the report

Accounts, audited

The financial statements of the organization for a specified period or at a specified
date audited by the External Auditors (United Nations Board of Auditors).

Accrual basis of accounting

The accrual basis of accounting for revenue in each financial period means that income
is recognized when it is due and not when it is received. Accrual of expenditures in
each financial period means that costs are recognized when obligations arise or
liabilities are incurred and not when payments are made.

Asset
An asset is a resource owned by or due to the organization as a result of past events.
Budget

A plan in financial terms for carrying out proposed activities in a specified time. The
term “budget” is used to refer to UNICEF programme support, management and
administration costs, programme assistance as well as to greeting card and related
operations. However, the Executive Board approves an appropriation of funds only
for the UNICEF support budget.

Budget appropriations

The total appropriation of funds approved by the Executive Board for UNICEF
programme support, management and administration costs, and programme assistance
against which obligations may be incurred for those purposes up to the amount so
approved.

Budget estimates

Estimates of the costs of proposed programme support, management and
administration, and programme assistance prepared for submission to the UNICEF
Executive Board for the approval of relevant appropriations.

Budget estimates, revised

Resulting from Executive Board approval of “supplementary estimates” proposed to
adjust an approved budget.

Cash holdings

The aggregation of all the funds of the organization, including coins, bank notes,
cheques, balances in current and call accounts, saving accounts and interest-bearing
deposits.

Cash-in-transit
Cash transfers between one or more UNICEF bank accounts at a specified time.
Cash in current bank accounts

The aggregate of money maintained in UNICEF bank accounts, as reflected in
UNICEF books of account, to sustain operational requirements.
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Cash in interest-bearing deposits

Funds temporarily available, over those needed for immediate requirement, held in
short-term, interest-bearing deposits and ready to be drawn down when needed.

Cash-on-hand (also called “petty cash”)

Cash kept on hand by authorized officers as a convenience for making small payments
on behalf of the organization.

Contributions, voluntary

Contributions to UNICEF that are offered and accepted without reference to a scale
of assessment determined by any United Nations legislative body.

Contributions receivable
Contributions pledged to UNICEF but not received until a future time.
Currencies of “restricted use” for UNICEF

Currencies, the use of which (mainly in respect of transferability and convertibility)
is limited because of foreign exchange regulations or donor’s wish. When those
limitations do not exist, the currencies are considered by UNICEF as “unrestricted”
because these are fully convertible.

Earmarked

To give expression to a restriction imposed by agreement or by administrative action
on the use of an account or of an equivalent amount of assets.

Expenditures

Expenditure for a financial period is the sum of the disbursements and valid
unliquidated obligations made against the appropriation/allocation of the period.

Financial periods

The operating period of the organization, covered by the financial statements, is on
a biennial basis.

Financial regulations

Until 31 December 1987, UNICEF accounts were maintained in accordance with the
Financial Regulations of the United Nations, with such modifications as required by
the nature of UNICEF work. Since 1 January 1988, UNICEF accounts have been
maintained in accordance with the UNICEF Financial Regulations and Rules.

Fund balance
Fund balances and reserves represent the difference between the assets and the
liabilities of the organization. Consists of funds available for the implementation of

programmes funded by general resources and supplementary funds as well as funds
available for the acquisition of capital assets.

Income

Income for a financial period is defined as money or money equivalent received or
accrued during the financial period which increases existing net assets.

UNICEF income is recorded on the basis of funds or pledges received for the current
year. It comprises funds classified as “general resources”, “supplementary funds” and
“emergency relief and rehabilitation”.
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Income, deferred

Funds received or pledges recorded as receivable, attributable to future financial
periods and, therefore, not credited to the income account of the period reported on.

Income, general resources

Unearmarked income which includes funds from voluntary annual contributions of
Governments, the net income from greeting card and related operations, funds
contributed by the public and certain “other (or miscellaneous) income”.

Income, other
Also referred to as “miscellaneous income” for general resources.

Miscellaneous income is defined in the United Nations system as income other than
(a) the value of assessed or voluntary contributions; and (b) such other income items
as may be excluded under the organization’s financial regulations and rules.

In UNICEF, this includes income other than the value of the voluntary contributions
and the net income of greeting card and related operations.

Income, supplementary funds

Specific contributions for programmes approved by the UNICEF Executive Board,
in addition to general resources, which then become part of UNICEF programmes.

Consists of funds contributed to UNICEF by Governments, non-governmental
organizations and United Nations agencies for specific purposes.

Income, emergency relief and rehabilitation

Consists of funds contributed to UNICEF by Governments, non-governmental
organizations and United Nations agencies for emergency appeals.

Inventory

The value of supplies and equipment for programmes owned by the organization, as
well as the greeting card and related operations materials at the end of an accounting
or financial period.

Liability
A liability is a present obligation of the organization arising from past events, the
settlement of which is expected to result in an outflow of resources from the
organization.

Liquidity policy

Owing to the nature of programme implementation and UNICEF cash flows, there
may occur, from time to time, short-term imbalances between general resources cash
disbursements and cash receipts. The UNICEF liquidity policy allows these temporary
imbalances to be offset by up to one half of the balance of supplementary cash-on-
hand.

Liquidity requirement

In order to meet UNICEF liquidity requirements, general resources convertible cash
balances, at the end of each fiscal year, are required to equal 10 per cent of projected
general resources income for the next fiscal year.

Local currency

The currency of the country or area in which the local financial records of an activity
are kept and/or in which its local financial transactions take place.
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Non-expendable property

Items of property and equipment charged to the administrative budget with an
individual unit cost of at least $1,500.

Obligation

Obligations are amounts of orders placed, contracts awarded, services received and
other transactions which involve a charge against the resources of the current financial
period. Obligations may be maintained either for that period or until liquidated or
cancelled.

Pledge

A written commitment by a prospective donor to make a voluntary contribution to
UNICEF. A written commitment which is subject to the need to secure an appropriate
national legislative approval is considered a pledge.

Procurement services

UNICEF assists Governments, United Nations agencies and NGOs working in the
fields of benefit to children by undertaking, on request and on a reimbursable basis,
the procurement of goods and services. A small handling charge is added by UNICEF
to the cost of the supplies and services tocover the costs of extra administration and
documentation (see special accounts).

Rates of exchange

The UNICEF accounts are maintained in United States dollars. Transactions in other
currencies are converted for recording into United States dollars, in principle, at the
United Nations operational rates of exchange.

Reserve for insurance

A reserve of $200,000 was established by the Executive Board in November 1950
when UNICEF adopted a policy of self-insurance for programme supplies. UNICEF
also has a reserve for third-party liability, which had a balance at 31 December 1995
0f $26,399.

Schedule
Explanatory or supporting analyses accompanying financial statements.

Special accounts

Funds accepted by UNICEF mainly to cover the costs of procurement of supplies and
services undertaken by UNICEF on behalf of others. They also include financing
provided by sponsors to cover the costs of Junior Professional Officers as well as costs
specifically approved by the Executive Board, such as those relating to the World
Summit for Children and the World Conference on Education for All. These funds
are not considered UNICEF income and are recorded separately and distinguished
from funds that are part of income and are spent for programmes approved by the
Board.

Specific contributions

Programme recommendations are often prepared in excess of the input available from
general resources. These recommendations are approved by the Board as suitable for
funding by supplementary contributions and contributions for emergency relief and
rehabilitation from donors. When a contribution for specific purposes is made for such
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Unencumbered balance
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a programme, the corresponding commitment enters into effect (usually between Board

Executive Board.

That portion of the approved budget that has not been expended at the end'of the year.
Write-off

The unspent balance at the end of the biennium is cancelled and repor\fed to the
! T
of an asset.

F
An adjustment to the accounts in order to record the loss of or reduction
§

in the value
‘[_5'
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