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STATEMENT OF THE HIGH COMMISSIONER’S RESPONSIBILITIES
AND

APPROVAL OF THE FINANCIAL STATEMENTS

The United Nations High Commissioner for Refugees is ultimately
responsible for the content and integrity of the financial statements
contained in the Accounts of the Voluntary Funds Administered by the United
Nations High Commissioner for Refugees which are submitted to the Executive
Committee of the High Commissioner’s Programme and to the General Assembly of
the United Nations.

‘'To fulfill its responsibility, UNHCR operates within prescribed
accounting policies and standards and maintains systems of internal
accounting controls and procedures to ensure the reliability of financial
information and the safeguarding of assets. The internal control systems and
financial records are subject to reviews by the United Nations Audit and
Management Consulting Division of the Office of Internal Oversight Services
and the United Nations Board of Auditors, during their respective audits.

In this context, the following appended financial statements, comprising
Statements I to III, Schedules 1 to 10, Appendix I and Supporting Notes, were
prepared in accordance with UNHCR Financial Rules (A/AC.96.503/Rev.6) and the
United Nations Common Accounting Standards. In Management’s opinion, the
accompanying financial statements present fairly the financial position of
the Office as of 31 December 1998, and the results of its operations and its
cash flows of individual Programmes, Funds and Accounts for the year then
ended.

The Accounts are hereby

Approved :

s7ult Tk

Jean-Marie Fakhouri Sadako Ogata
Controller & Director United Nations High
Commissioner for Refugees

Geneva, Switzerland
5 March 1999
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NOTES TO THE FINANCIAL STATEMENTS

I. UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES (UNHCR)
AND ITS ACTIVITIES

1. The Office of the United Nations High Commissioner for Refugees (UNHCR)
was established by the General Assembly in its resolution 319 A (IV) of

3 December 1949 and its Statute was approved by the Assembly in resolution
428 (V) of 14 December 1950.

2. The overall objective of UNHCR is to provide international protection to
refugees and to seek durable solutions to refugee problems. UNHCR is
required to safeguard the fundamental principles of asylum and
non-refoulement and to ensure that the basic rights of refugees are respected
and that they are treated in a dignified and humane manner. UNHCR has also
had to develop, at the request of the General Assembly and the Governments
concerned, substantial material assistance programmes to meet refugee needs.
Subsequent resolutions of the General Assembly, the Economic and Social
Council and the Executive Committee of UNHCR have called on the Office, in
the context of its basic mandate, to assist other groups of persons regarded
as falling within the competence of the High Commissioner. In complex
humanitarian emergencies, UNHCR also contributes to the provision of
humanitarian assistance.

3. The High Commissioner reports annually to the General Assembly through
the Economic and Social Council. An Executive Committee of the High
Commissioner’s Programme was established pursuant to General Assembly
resolution 1166 (XII) of 26 November 1957 to advise the High Commissioner in
the exercise of his/her functions and to approve the use of voluntary funds
made available to the High Commissioner. The annual cycle of meetings of the
Executive Committee consists of one annual plenary session and a number of
inter-sessional meetings of a Standing Committee. The Executive Committee
currently consists of 54 member countries. Reports on the sessions of the
Executive Committee are submitted to the General Assembly as addenda to the
Reports of the High Commissioner.

II. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Financial Rules for Voluntary Funds

4. The UNHCR Voluntary Funds accounts are maintained in accordance with the
Financial Rules for Voluntary Funds administered by the High Commissioner for
Refugees (Document A/AC.96/503/Rev.6 dated 1 February 1996 approved by the
forty-sixth session of the Executive Committee). These financial statements
and schedules also conform with the common accounting standards for the
United Nations system, as adopted by the General Assembly in its resolution
48/216C (Document A/48/530 of 29 October 1993) except for the recognition of
income for Special Programmes as discussed in paragraphs 11 to 15.

(b) Fund Accounting

5. The UNHCR accounts are maintained on a “fund accounting” basis.
Separate funds for general and special purposes are established in accordance
with the Financial Rules for Voluntary Funds. General Programmes cover
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statutory activities and consist of the Annual Programme, the Voluntary
Repatriation Fund and the Emergency Fund. The activities under General
Programmes are funded through contributions to the General Fund. Special
Programmes describe a series of activities funded from a range of distinct
trust funds.

6. Each fund is maintained as a distinct financial and accounting entity
with separate self-balancing double-entry groups of accounts. Separate
financial statements are prepared for each fund or for a group of funds of
the same nature.

(c) Use of Estimates

7. Preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.

8. Estimates are used in the context of expenditure recognition, in
particular, but not exclusively, at the end of the financial period to
determine the amounts to be retained in respect of unliquidated obligations.

(d) Funds
9. The funds reported in the accounts are:

(i) Working Capital and Guarantee Fund: has an established ceiling of
US$ 50 million approved by the Executive Committee, and is
maintained by income from interest on invested funds and savings
from prior years’ Annual Programme, Emergency Fund and Voluntary
Repatriation Fund. The Fund is utilised to replenish the
Emergency Fund and meet essential payments for projects pending
receipt of contributions pledged.

(ii) Annual Programme: reflects the financial activities which are
approved annually by the Executive Committee for the programmed
activities for individual country/areas and for certain costs
incurred by Headquarters; it also includes a Programme Reserve.

(iii) Emergency Fund: is maintained at not less than US$ 8 million and
is replenished from the Working Capital and Guarantee Fund and
voluntary contributions. The High Commissioner may allocate from
the Emergency Fund up to US$ 25 million annually, provided that
one single emergency does not exceed US$ 8 million.

(iv) Voluntary Repatriation Fund: provides financial assistance, under
General or Special Programmes, for voluntary repatriation
operations for refugees. The fund was established with a base
level of US$ 20 million and may extend up to an amount equivalent
to 10 per cent of the total budgetary estimates for voluntary
repatriation for the preceding year.
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(v) Special Programmes (including Trust Funds): comprise various
trust and special programme funds to account for moneys available
for purposes falling outside the General Programmes, and within
the scope of UNHCR activities.

(vi) Refugee Education Account: a special account maintained by
voluntary contributions and used to finance refugee higher
education.

(vii) Medical Insurance Plan: is maintained by premiums from field
staff and related contributions from UNHCR; payments reflect
claims processed during the year to cover field staff medical
costs.

(viii) Fund for International Field Staff Housing and Basic Amenities:
was established at the 33rd Session of the Executive Committee
(1982) as a special account to assist primarily internationally
recruited staff members serving in most difficult duty stations,
where housing is substandard, to obtain suitable housing and basic
amenities.

(ix) Income-Generating Activities: this fund is maintained by revenue
from external sales, and expenditure reflects purchase of goods
for resale.

(e) Translation of Currency

10. The accounts are presented in United States dollars. 1In the field
offices, the accounts may be maintained in the national currency of the
country concerned. The field office account transactions are translated into
United States dollars using the United Nations operational rates of exchange,
as established by the United Nations Controller, in effect at the date of the
transaction. At the balance sheet date, all asset and liability balances are
adjusted to reflect the United Nations operational rate of exchange in effect
at 31 December.

(f) Voluntary Contributions and Pledges

11. Voluntary contributions from Member States and other donors are recorded
as income upon receipt or on the basis of a written pledge from the donor.
Unconditional pledges from governments are fully recognised as income at the
time of receipt of the pledge. In the interest of prudent financial
management, up to half of the value of conditional pledges from governments
and firm pledges made by organisations of established repute are recognised
as income at the time the pledge is received. Pledges unpaid are adjusted to
their dollar equivalent calculated at the United Nations operational rate of
exchange prevailing on 31 December of each year.

12. Contributions in kind are recorded at the fair market value of the goods
and services to UNHCR at the time the pledge is made. The related obligation
and expenditure are recorded at the time the pledge is made. At delivery,
the obligation is liquidated and the receivable is correspondingly cancelled.
Extra-budgetary in-kind contributions are not recorded in the accounts but
are listed in Appendix I.
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13. Cash received against pledges is recorded at the US dollar equivalent
calculated at the United Nations operational rate of exchange prevailing on
the date of receipt.

14. Pledges due are written off after 5 years unless the donor has
reconfirmed the commitment in writing, not more than 18 months before the end
of the accounting period.

15. UNHCR does not apply the exception to the accrual principle that is
provided for in the United Nations Accounting Standard (UNAS) 35. Applying
UNAS 35 will prevent UNHCR from undertaking any of its other mandated
activities, referred to as Special Programmes, until cash is actually
received. In line with the opinion of the Executive Committee, UNHCR should
not change its accounting practices if the change would hinder UNHCR'’s
ability to deliver protection and assistance to refugees (paragraph 50 of
Document A/AC.96/909 dated 7 October 1998). Consequently, voluntary
contributions to fund Special Programmes are recorded on the accrual basis of
accounting.

(g) Interest Income

16. Interest income includes all interest and related investment income
earned on invested funds and various bank accounts. Financial Rule 9.3
specifies the conditions for recording of investment income which is to be
credited to the General Fund.

(h) Miscellaneous Income

17. Miscellaneous income includes income from sale of used or surplus
property, refunds of expenditures charged to prior periods, settlement of
insurance claims, and other sundry income. The Annual Programme includes net
recoveries relating to the transfer of emergency stockpile items to
operational projects, as miscellaneous income.

(i) Currency Exchange Adjustments

18. Currency exchange adjustments include losses and gains on transactions
and translation losses and gains from revaluation of year end asset and
liability balances, based on the UN operational rate of exchange. Exchange
differences are charged to the General Fund.

(j) Expenditure

19. Project expenditure reflects the amounts obligated according to the terms
and conditions specified in Financial Rule 8.

(k) Ex-Gratia Payments

20. The granting of ex-gratia payments is governed by Financial Rule 10.5. A
statement of ex-gratia payments, if any, is submitted to the Board of
Auditors with the annual accounts.
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(1) Write-offs

21. Write-off due to losses of cash, property, or the book value of accounts
receivable, including the conversion of loans into grants, is governed by
Financial Rule 10.6. A statement of all amounts written off is submitted to

the Board of Auditors with the annual accounts.

(m) Non-Expendable Property

22. In accordance with United Nations accounting policies, non-expendable
property purchased with UNHCR’s Voluntary Funds is not included in the fixed
assets on the balance sheet but is charged as expenditure to the appropriate
project in the year of acquisition. The inventories are recorded at the

US dollar equivalent calculated at the rate of exchange prevailing on the
date of purchase. For valuation purposes, depreciation is computed using the
straight-line method over the estimated useful lives of the related assets.
Estimated depreciable lives are as follows: motor vehicles, 4 to 8 years;
furniture and office equipment, 3 to 10 years; machinery and equipment, 3 to
10 years; and buildings and fixtures, 8 years.

III. CASH AND TERM DEPOSITS

23. The figure shown for cash and term deposits represents the net total of
all cash balances (including funds held in non-convertible currencies) less
any overdrafts. Refer to Schedule 9 for a breakdown between current and
deposit accounts. Refer to Schedule 10 for details of the dollar equivalent
of non-convertible currencies held at 31 December 1998.

IV. VOLUNTARY CONTRIBUTIONS RECEIVABLE

24. The receivable represents contributions outstanding from all donors, the
details of which are reflected in Schedule 1 for current year and Schedule 2

for all prior years. The age of contributions outstanding is shown below (in
United States dollars):

Cash In-kind
Current year 95,202,878 2,770,574
1997 22,444,019 2,196,810
1996 4,967,949 -
1995 1,183,424 -
1994 894,027 188,100
Total 124,692,297 5,155,484

V. DUE FROM UN AGENCIES
25. This balance represents amounts (in United States dollars) due from/to :

UN Office at Geneva 6,428,682
UNDP (365,037)

Total 6,063,645
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VI. OTHER RECEIVABLES

26. Included in this balance are amounts due from other United Nations
agencies. The balances in excess of US$ 10,000 are noted below:

DHA 36,690
HABITAT 11, 385
IAEA 51,791
UNAIDS 48,744
UNDP 77,333
UNESCO 47,851
UNICEF 520,090
UNIDO 49,674
UNMOT 288,121
UNOPS 40,581
UNV 15,864
WFP 222,413
WHO 293,809
WMO 72,153
Total 1,776,499

Subsequent to year-end, US$ 614,512 of the amount due from other United
Nations agencies has been collected.

27. An amount of US$ 1,506,948 in respect of loans made to or on behalf of
refugees is still refundable to UNHCR at 31 December 1998 (Schedule 7).

These loans were fully expensed in the years in which they were made and only
memorandum accounts are maintained in UNHCR’s books.

VII. NON-EXPENDABLE PROPERTY

28. 1In accordance with United Nations accounting policies, non-expendable
property is not included in the fixed assets on the balance sheet but is
charged as expenditure to the appropriate project in the year of acquisition.

29. The value of non-expendable property is maintained in the MINDER Asset
Tracking System. During 1995, MINDER was introduced worldwide for the
recording of all administrative and project assets, whether used by
implementing partners or by UNHCR. As of 31 December 1998, 17 field offices
out of 125 did not send data files to Headquarters for consolidation.
However, data for Headquarters procurements made on behalf of all field
offices are included in the amounts recorded in MINDER.

30. The historical cost of assets recorded in the MINDER Asset Tracking
System as at 31 December 1998 was as follows (in United States dollars):

Motor vehicles 156,233,373
Furniture and office equipment 82,366,631
Machinery and equipment 29,937,441
Buildings and fixtures 4,094,390

272,631,835
Less accumulated depreciation 201,644,062

70,987,773
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VIII. ACCOUNTS PAYABLE

31. The accounts payable include the following amounts (in United States
dollars) due to other agencies:

IoM 21,710
UNCC 111,416
Total 133,126

IX. LIABILITIES FOR END-OF-SERVICE
AND POST RETIREMENT BENEFITS

32. In accordance with United Nations common practice, UNHCR has not
specifically recognised in any of its financial accounts liabilities for
after-service health insurance costs or the liabilities for other types of
end-of-service payments, which will be owed when staff members leave the
Organization. Such expenses are budgeted for in the corresponding operations
budget, and the actual costs incurred in each financial period, when staff
members are separated from the organisation, are reported as current year
expenditures.

33. The financial dimension of the Organization's liability for after service
health insurance is included in the overall United Nations estimate disclosed
in the Notes to the United Nations' Financial Statements for the
corresponding year.

34. Liabilities for the payment of unused accrued annual leave (maximum of
60 days) and the payment of repatriation grants and related expenditures for
relocation upon separation from the Organization based on the number of years
of service, need to be valuated and the disclosure will be incorporated in
the Notes to the Financial Statements for subsequent financial periods.
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