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LETTERS OF TRANSMITTAL 

18 A p r i l 1988 

S i r , 

Pursuant to f i n a n c i a l r e g u l a t i o n 11.4, I have the honour to submit to you the 
accounts of the I n t e r n a t i o n a l Trade Centre f o r the biennium ended 31 December 1987, 
which I hereby approve. The f i n a n c i a l statements have been prepared and c e r t i f i e d 
as c o r r e c t by the C o n t r o l l e r . 

Copies of these f i n a n c i a l statements are a l s o being t r a n s m i t t e d to the 
Advisory Committee on A d m i n i s t r a t i v e and Budgetary Questions. 

Accept, s i r , the a s s u r a n c e s of my h i g h e s t c o n s i d e r a t i o n . 

(Signed) J a v i e r PEREZ DE CUELLAR 

The Chairman of the Board of Auditors 
United Nations 
New York 
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23 June 1988 

S i r , 

I have the honour to t r a n s m i t to you the f i n a n c i a l statements of the 
I n t e r n a t i o n a l Trade Centre f o r the biennium 1986-1987 ended 31 December 1987, which 
were submitted by the S e c r e t a r y - G e n e r a l . These statements have been examined and 
i n c l u d e the a u d i t opinion of the Board of Au d i t o r s . 

I n a d d i t i o n , I have the honour to p r e s e n t the r e p o r t of the Board of Auditors 
w i t h r e s p e c t to the above accounts. 

Accept, S i r , the assurances of my h i g h e s t c o n s i d e r a t i o n . 

(Signed) André CHANDERNAGOR 
Senior P r e s i d e n t of the 

Court of Accounts of France 
and Chairman of the 

Unite d Nations Board of Auditors 

The P r e s i d e n t of the General Assembly 
of the United Nations 

New York, N.Y. 
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I . FINANCIAL REPORT FOR THE BIENNIUM 1986-1987 ENDED 
31 DECEMBER 1987 

1. The S e c r e t a r y - G e n e r a l has the honour to submit h e r e w i t h the f i n a n c i a l r e p o r t 
and accounts of the I n t e r n a t i o n a l Trade Centre UNCTAD/GATT f o r the biennium 
1986-1987 ended 31 December 1987 comprising seven statements and seven schedules. 

General Fund 

Statement I . S t a t u s of a p p r o p r i a t i o n s f o r the biennium 1986-1987 
as a t 31 December 1987 

2. The a p p r o p r i a t i o n s f o r the biennium were o r i g i n a l l y approved a t $17,111,600, a 
sum which was subsequently i n c r e a s e d f i r s t to $22,703,000 and then to $23,268,800. 
Expenditures i n c u r r e d t o t a l l e d $22,985,690, i n c l u d i n g u n l i q u i d a t e d o b l i g a t i o n s of 
$503,589, r e s u l t i n g i n an unobligated balance of a p p r o p r i a t i o n s of $283,110. 

Statement I I . Statement of income and expenditure and s u r p l u s 
account f o r the biennium ended 31 December 1987 

3. Income 

(a) Under the terms of General Assembly r e s o l u t i o n 2297 ( X X I I ) of 
12 December 1967 and the d e c i s i o n of the C o n t r a c t i n g P a r t i e s to the General 
Agreement on T a r i f f s and Trade (GATT) dated 22 November 1967, the r e g u l a r budget of 
the I n t e r n a t i o n a l Trade Centre should be shared e q u a l l y between the Uni t e d Nations 
and GATT. 

(b) The f i n a l performance r e p o r t of the Centre (ITC/BUD/7) provided f o r 
esti m a t e d expenditures of $23,268,800, i n c l u d i n g e s t i m a t e d income of $522,200, thus 
r e q u i r i n g a c o n t r i b u t i o n of $11,373,300 from each of the parent bodies. P a r t of 
t h i s c o n t r i b u t i o n was f i n a n c e d by a t r a n s f e r of $726,400 from the s u r p l u s account. 

Other income 

Other income was est i m a t e d a t $522,200 and the a c t u a l income amounted to 
$569,323 (schedule 2 . 1 ) . T h i s comprised $71,500, r e n t a l of p a r k i n g space; 
$337,161, r e n t a l of o f f i c e space; $30,888, s a l e of p u b l i c a t i o n s ; $52,424, 
investment income; $16,032, refunds of p r i o r y e a r s ' expenditures and $30,835, gains 
on exchange f l u c t u a t i o n s . M i s c e l l a n e o u s income t o t a l l e d $30,483. 

4. Non-expendable equipment 

F u r n i t u r e , equipment and v e h i c l e s are charged to the budget at the time of 
purchase; the v a l u e a t c o s t of the items h e l d as a t 31 December 1987 was 
$1,096,350. T h i s compared w i t h a t o t a l value of $824,187 as a t 31 December 1985. 
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Statement I I I . Statement of a s s e t s and l i a b i l i t i e s as a t 
31 December 1987 

5. The a s s e t s , l i a b i l i t i e s and fund balance of the General Fund i n c l u d e : 

(a ) A s s e t s 

( i ) Cash - $532,252, i n c l u d i n g $470,823 h e l d i n i n t e r e s t - e a r n i n g 
d e p o s i t s ; 

( i i ) Accounts r e c e i v a b l e - $133,120, comprising advances to s t a f f 
members, $89,672, a l l of which are i n course of recovery, accrued 
i n t e r e s t of $10,539 and m i s c e l l a n e o u s items amounting to $32,909; 

( i i i ) D e f erred charges - $299,975, i n c l u d i n g $59,629 education grant 
advances to s t a f f members deemed to be t h a t p a r t of the t o t a l 
advances p e r t a i n i n g to the p o r t i o n of the school year completed as 
at 31 December 1987 (annex, para, (g) ( i i ) ) ; and $240,346 i n r e s p e c t 
of o f f i c e r e n t f o r the f i r s t q u a r t e r of 1988 and i n s u r a n c e premium 
for 1988, payable i n advance. These amounts w i l l be charged to the 
subsequent f i n a n c i a l p e r i o d . 

(b) L i a b i l i t i e s 

( i ) Accounts payable - $17,020; 

( i i ) U n l i q u i d a t e d o b l i g a t i o n s - $503,589; 

( i i i ) Due to I n t e r n a t i o n a l Trade Centre t r u s t funds - $107,751. 

( i v ) Deferred income - $6,726. 

( c ) Fund balance 

The fund balance as a t 31 December 1987 was $330,261 compared w i t h the 
31 December 1985 fund balance of $680,485 brought forward from the biennium 
1984-1985. An a n a l y s i s of the changes i n the fund balance i s shown i n statement I I . 

S p e c i a l accounts f o r programme support c o s t s 

Statement IV. Statement of income and expenditure f o r the 
biennium 1986-1987 ended 31 December 1987 
and statement of a s s e t s and l i a b i l i t i e s as 
at 31 December 1987 

6. During the biennium, the income from c o n t r i b u t i o n s to support c o s t s was 
$5,479,392. Other income amounted to $509,538 and comprised $99,321 investment 
income; $16,224 savings on l i q u i d a t i o n of p r i o r y e a r s ' o b l i g a t i o n s ; $368,550 i n 
r e s p e c t of the adjustments r e f e r r e d to i n paragraph 1 ( v ) of the annex; and $25,443 
m i s c e l l a n e o u s income. Expenditures t o t a l l e d $6,100,739 r e s u l t i n g i n an excess of 
expenditure over income of $111,809. The fund balance as a t 31 December 1987 
r e f l e c t e d a d e f i c i t of $113,409. 
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7. T h i s d e f i c i t , however, i s compensated f o r by the o p e r a t i n g r e s e r v e maintained 
at the agreed l e v e l of $700,000. A d d i t i o n a l l y , the I n t e r n a t i o n a l Trade Centre 
expects to reduce expenditure and/or i n c r e a s e support c o s t income during the 
biennium 1988-1989. 

T e c h n i c a l co-operation a c t i v i t i e s 

Statement V. Statement of income and expenditure f o r the biennium 
1986-1987 ended 31 December 1987 and combined 
statement of a s s e t s and l i a b i l i t i e s as a t 
31 December 1987 

8. The a s s e t s , l i a b i l i t i e s and fund balance of the t r u s t funds and United Nations 
Development Programme (UNDP) i n c l u d e the f o l l o w i n g : 

A. T r u s t funds 

(a) A s s e t s 

( i ) Cash h e l d t o t a l l e d $7,424,681, of which $107,254 re p r e s e n t e d cash i n 
banks, $7,308,107 i n t e r e s t - b e a r i n g d e p o s i t s , and $9,320 h e l d by 
imprest h o l d e r s ; 

( i i ) C o n t r i b u t i o n s r e c e i v a b l e t o t a l l e d $878,040 i n r e s p e c t of the 
f o l l o w i n g , which i n c l u d e s $134,013 due f o r p r i o r y e a r s : 

Swedish I n t e r n a t i o n a l Development Agency 331 902 
P a k i s t a n 129 640 
I t a l y 197 061 
Canada* 108 829 
S w i t z e r l a n d 55 400 
European Economic Community 27 677 
F i n l a n d 16 368 
Belgium 11 163 

878 040 

* T h i s amount r e p r e s e n t s p r o j e c t overprogramming which, i n 
accordance w i t h the Centre's agreement w i t h the donor, would be a 
f i r s t charge a g a i n s t the 1988 c o n t r i b u t i o n . 

( i i i ) M i s c e l l a n e o u s accounts r e c e i v a b l e amounted to $467,669, comprising 
$101,691 i n advances to s t a f f members, $105,614 i n accrued 
i n t e r e s t and $260,364 i n other items; 

( i v ) Due from ITC General Fund - $107,751; 

(v) Due from ITC s p e c i a l accounts f o r programme support c o s t s -
$350,266; 
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( v i ) I n t e r f u n d balances r e c e i v a b l e - $54,701; 

( v i i ) Due from UNDP for excess of expenditure over funds provided - $1,919; 

( v i i i ) Unspent a l l o c a t i o n s - $2,043; 

( i x ) D eferred charges and other a s s e t s t o t a l l e d $2,390,586 and in c l u d e d 
$2,351,089 i n r e s p e c t of u n l i q u i d a t e d o b l i g a t i o n s f o r f u t u r e 
p e r i o d s , $24,396 education grant advances to s t a f f members deemed to 
be t h a t p a r t of the school year completed as a t 31 December 1987, 
$15,101 m i s c e l l a n e o u s . 

(b) L i a b i l i t i e s 

( i ) Accounts payable t o t a l l e d $277,266, i n c l u d i n g $54,364 f o r payment 
requests i s s u e d to f i e l d o f f i c e s , $11,964 i n r e s p e c t of 
c o n t r i b u t i o n s payable to the United Nations J o i n t S t a f f Pension 
Fund, $210,938 other accounts payable; 

( i i ) U n l i q u i d a t e d o b l i g a t i o n s as a t 31 December 1987 amounted to 
$1,316,012; 

( i i i ) Due to the Uni t e d Nations General Fund - $141,528; 

( i v ) Due to the T r a i n i n g Packs Revolving Fund - $47,213; 

(v ) Due to the ICC/EDP Revolving Fund - $27,049. 

( c ) Operating r e s e r v e s 

T h i s r e s e r v e i s maintained to meet c o n t i n g e n c i e s a r i s i n g from the t e r m i n a t i o n 
of employment of e x p e r t s e t c . and i s d e r i v e d , i n t e r a l i a , from the d i f f e r e n c e 
between the standard c o s t s a p p l i e d to p r o j e c t s and the a c t u a l c o s t s i n c u r r e d . As 
r e f l e c t e d i n the summary of s i g n i f i c a n t accounting p o l i c i e s (annex), i t i s the 
Centre's p o l i c y to maintain t h i s r e s e r v e a t a predetermined l e v e l ($700,000 f o r 
1986-1987) and, w i t h the agreement of the donors, the f i r s t charge upon i n t e r e s t 
a c c r u i n g from the investment of funds i s to m a i n t a i n t h i s r e s e r v e a t t h a t l e v e l . 

During the biennium 1986-1987, a t r a n s f e r to the o p e r a t i n g r e s e r v e i n the 
amount of $54,937.09, r e p r e s e n t i n g the d i f f e r e n c e between c o s t s i n c u r r e d and 
a p p l i e d , was made. T o t a l t r a n s f e r s out of the r e s e r v e of the same amount were made 
r e p r e s e n t i n g s t a f f - r e l a t e d c o n t i n g e n c i e s t o t a l l i n g $27,372.01; l o s s on exchange, 
$17,401.64 and t r a n s f e r to donors of $10,163.44. 

(d) Fund balance 

The fund balance as a t 1 January 1986 was $5,343,960 which, together w i t h the 
c o n t r i b u t i o n s during the biennium of $25,936,162, a l l o c a t i o n s of $336,000, i n t e r e s t 
on investments of $647,950 and m i s c e l l a n e o u s income of $24,384 r e s u l t e d i n funds 
a v a i l a b l e t o t a l l i n g $32,288,456. P r o j e c t expenditures, i n c l u d i n g u n l i q u i d a t e d 
o b l i g a t i o n s of $1,316,012, amounted to $24,948,441, of which $2,827,374 r e l a t e d to 
support c o s t c o n t r i b u t i o n s . A f t e r t a k i n g account of reimbursements to donors of 
$417,403 and other m i s c e l l a n e o u s adjustments of $105,113 ( n e t ) , the fund balance as 
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at 31 December 1987 was $6,817,499, of which $878,040 r e p r e s e n t s c o n t r i b u t i o n s 
r e c e i v a b l e . 

B. U n i t e d Nations Development Programme 

(a) A s s e t s 

( i ) Cash h e l d t o t a l l e d $734,291, of which $52,694 r e p r e s e n t e d cash a t 
banks, $631,903 i n t e r e s t - e a r n i n g d e p o s i t s and $49,694 h e l d by 
imprest h o l d e r s ; 

( i i ) Accounts r e c e i v a b l e t o t a l l e d $329,517 and i n c l u d e d $196,193 i n 
r e s p e c t of amounts due from other a g e n c i e s , advances to s t a f f 
members of $79,814 and m i s c e l l a n e o u s items, $53,510; 

( i i i ) Due from UNDP f o r excess of expenditure i n c u r r e d over funds 
provided - $1,024,686; 

( i v ) Unspent a l l o c a t i o n s - $15,623,989; 

(v) D e f e r r e d charges and other a s s e t s amounted to $1,495,539 and 
comprised $1,447,915 i n r e s p e c t of u n l i q u i d a t e d o b l i g a t i o n s for 
fu t u r e p e r i o d s , $7,794 education grant advances to s t a f f members 
deemed to be t h a t p a r t of the t o t a l advance p e r t a i n i n g to the school 
year completed as at 31 December 1987; and $39,830 i n r e s p e c t of 
other items. These amounts w i l l be charged to the subsequent 
f i n a n c i a l p e r i o d . 

(b) L i a b i l i t i e s 

( i ) Accounts payable t o t a l l e d $320,792 and i n c l u d e d $81,239 due to other 
agencies, $24,002 i n r e s p e c t of u n l i q u i d a t e d o b l i g a t i o n s b i l l e d to 
other agencies, $18,730 f o r payment requests i s s u e d to f i e l d 
o f f i c e s , $9,976 i n c o n t r i b u t i o n s payable to the U n i t e d Nations J o i n t 
S t a f f Pension Fund and $186,845 i n r e s p e c t of other items; 

( i i ) U n l i q u i d a t e d o b l i g a t i o n s - $1,760,625; 

( i i i ) I n t e r f u n d balances payable - $54,701; 

( i v ) Deferred income - $15,623,989. 

9. D e t a i l s of t r u s t fund income and expenditure f o r the i n d i v i d u a l y e a r s of the 
biennium are provided i n schedules 5.2 and 5.3 r e s p e c t i v e l y . UNDP expenditures 
during 1987, a n a l y s e d by source of fund and by country, are shown i n schedules 5.4 
and 5.5, r e s p e c t i v e l y . 

W r i t e - o f f of r e c e i v a b l e s 

10. I n accordance w i t h f i n a n c i a l r u l e 110.14, th r e e c a s e s , t o t a l l i n g $1,857 were 
approved f o r w r i t e - o f f . Before being submitted, the cas e s were examined and i t was 
determined t h a t every e f f o r t had been made to c o l l e c t the amount due, t h a t f u r t h e r 
e f f o r t s would be f r u i t l e s s and t h a t the i n v e s t i g a t i o n d i d not a t t a c h r e s p o n s i b i l i t y 
for the l o s s to any o f f i c i a l of the United Nations. The cases were reported to the 
Board of Auditors i n accordance w i t h the p r o v i s i o n s of f i n a n c i a l r u l e 111.10 ( b ) . 
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W r i t e - o f f of l o s s e s of property 

11. I n accordance w i t h f i n a n c i a l r u l e 110.15, one c a s e , w i t h a t o t a l value of 
$11,002, was approved f o r w r i t e - o f f . T h i s w r i t e - o f f brought the balance of 
p r o p e r t y shown i n the records i n t o conformity w i t h a c t u a l q u a n t i t i e s on hand. The 
c a s e was r e p o r t e d to the Board of Auditors i n accordance w i t h the p r o v i s i o n s of 
f i n a n c i a l r u l e 111.10 ( b ) . 
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I I . REPORT OF THE BOARD OF AUDITORS 

I n t r o d u c t i o n 

1. As r e q u i r e d by General Assembly r e s o l u t i o n 74 ( I ) of 7 December 1946, the 
Board of Auditors has audited the accounts of the I n t e r n a t i o n a l Trade Centre (ITC) 
fo r the biennium ended 31 December 1987. 

2. The examination was conducted i n accordance w i t h a r t i c l e X I I of the F i n a n c i a l 
R egulations and Rules of the U n i t e d Nations and the annex t h e r e t o and w i t h the 
common a u d i t i n g standards adopted by the Panel of E x t e r n a l Auditors of the United 
Nations, the s p e c i a l i z e d agencies and the I n t e r n a t i o n a l Atomic Energy Agency. The 
examination was c a r r i e d out a t ITC headquarters a t Geneva. The implementation of 
two p r o j e c t s i n Mozambique was reviewed i n the f i e l d . 

3. During the biennium under review, the Board of Auditors continued i t s normal 
p r a c t i c e of r e p o r t i n g the r e s u l t s of s p e c i f i c a u d i t s and has i s s u e d one management 
l e t t e r c o n t a i n i n g d e t a i l e d o b s e r v a t i o n s and recommendations to the A d m i n i s t r a t i o n . 
T h i s p r a c t i c e has helped to m a i n t a i n a continuous and f r u i t f u l dialogue w i t h the 
A d m i n i s t r a t i o n . 

4. The f o l l o w i n g s e c t i o n s d e a l w i t h the matters t h a t , i n the opinion of 
the Board, should be drawn to the a t t e n t i o n of the General Assembly. These matters 
were d i s c u s s e d w i t h the A d m i n i s t r a t i o n whose responses are i n c o r p o r a t e d where 
ap p r o p r i a t e . 

Summary of recommendations 

5. We recommend t h a t the f o l l o w i n g c o r r e c t i v e a c t i o n s , presented i n order of 
p r i o r i t y , be taken: 

( a ) P r o v i s i o n s f o r the a c c r u a l of income on the b a s i s of w r i t t e n pledges or 
r e c e i p t e d payments should be i n c l u d e d i n the summary of s i g n i f i c a n t accounting 
p o l i c i e s r e g arding t e c h n i c a l co-operation t r u s t funds accounts and s t r i c t l y 
enforced; 

(b) D e f e r r e d income should be recognized i n the f i n a n c i a l statement r e p o r t i n g 
on t e c h n i c a l c o-operation t r u s t funds; 

( c ) The U n i t e d Nations r e g u l a t i o n s , r u l e s and d i r e c t i v e s should be reviewed 
w i t h the U n i t e d Nations S e c r e t a r i a t , w i t h a view to determining when ITC may 
d e v i a t e from compliance w i t h such r u l e s . 

Summary of f i n d i n g s 

6. Agreements w i t h Governments c o n t r i b u t i n g to t e c h n i c a l co-operation t r u s t funds 
do not conform to the model agreement s e t out i n the r e l e v a n t a d m i n i s t r a t i v e 
i n s t r u c t i o n of the S e c r e t a r y - G e n e r a l . 

7. Procedures f o r r e c o r d i n g v o l u n t a r y c o n t r i b u t i o n s to t e c h n i c a l co-operation 
t r u s t funds i n the accounts of ITC do not comply w i t h U n i t e d Nations r e g u l a t i o n s , 
r u l e s and d i r e c t i v e s , nor w i t h g e n e r a l l y accepted accounting p r i n c i p l e s . 
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8. Allotments of t e c h n i c a l co-operation t r u s t funds sometimes exceed not only 
c a s h on hand but a l s o pledged income, which could r e s u l t i n a l i a b i l i t y for the 
O r g a n i z a t i o n . 

9. D e f e r r e d income a c c r u i n g to t e c h n i c a l co-operation t r u s t funds i s not 
recognized i n the f i n a n c i a l statements. 

10. The o p e r a t i n g r e s e r v e of t r u s t funds has been l e f t a t a s u b s t a n t i a l l y lower 
l e v e l than provided f o r i n the United Nations d i r e c t i v e s . 

11. I n t e r e s t earned on the investment of t r u s t fund balances c o n t r i b u t e d to a 
l a r g e e x t e n t to the r e d u c t i o n of l o s s e s a t t r i b u t a b l e to c u r r e n c y f l u c t u a t i o n s , 
which had r e s u l t e d i n an excess of expenditures charged to support c o s t s over 
support c o s t s income (statement I V ) . For a l l p r a c t i c a l purposes, c r e d i t i n g such 
i n t e r e s t to support c o s t s income amounts to exceeding the c e i l i n g p l a c e d on support 
c o s t s charged to p r o j e c t e xpenditures. 

12. U n c e r t a i n t i e s regarding support c o s t s income c a l l f o r the e x e r c i s e of prudence 
i n the awarding of permanent c o n t r a c t s to s t a f f encumbering posts f i n a n c e d from 
support c o s t s . 

13. The implementation of c e r t a i n p r o j e c t s s u f f e r s from a number of weaknesses 
w i t h r e s p e c t to a p p r a i s a l of the p r o j e c t s ' o b j e c t i v e s and f e a s i b i l i t y , deferment of 
a c t i v i t i e s and e x t e n s i o n of p r o j e c t s , as w e l l as c o - o r d i n a t i o n i n the deployment of 
the v a r i o u s i n p u t s , which a d v e r s e l y a f f e c t s the e f f e c t i v e n e s s of each component of 
the p r o j e c t . 

14. A comprehensive review of the p u b l i s h i n g p o l i c y i s c a l l e d f o r w i t h a view to 
d e f i n i n g d i s t r i b u t i o n and marketing g u i d e l i n e s and c u t t i n g down s t o c k s of long 
outdated p u b l i c a t i o n s . 

A p p l i c a b i l i t y of e x e c u t i v e i s s u a n c e s 

15. ITC i s a j o i n t s u b s i d i a r y organ of both the U n i t e d Nations and the General 
Agreement on T a r i f f s and Trade (GATT). The Centre a p p l i e s the United Nations 
f i n a n c i a l r e g u l a t i o n s , r u l e s and d i r e c t i v e s , but t h e r e are e x c e p t i o n s , such as the 
s a v i n g s measures undertaken i n 1986 and 1987, even though they were v o l u n t a r i l y 
implemented i n ITC. The Board recommends t h a t a r e c o r d of such c a s e s , where i t i s 
agreed t h a t ITC may d e v i a t e from the United Nations d i r e c t i v e s , be kept. 
Furthermore, t h i s r e c o r d should s t a t e c l e a r l y t h a t the U n i t e d Nations d i r e c t i v e s 
apply to ITC u n l e s s otherwise s p e c i f i e d . 

T e c h n i c a l co-operation accounts (statement V) 

16. The f i n a n c i a l statement r e p r e s e n t i n g t e c h n i c a l co-operation a c t i v i t i e s 
(statement V of the ITC f i n a n c i a l statements) r e p o r t s on the a c t i v i t i e s f i n a n c e d by 
the U n i t e d Nations Development Programme (UNDP) and the t r u s t funds e s t a b l i s h e d 
w i t h donor Governments. The a d m i n i s t r a t i o n of such t r u s t funds i s governed by the 
United Nations F i n a n c i a l Regulations and Rules and the r e l e v a n t i n s t r u c t i o n s i s s u e d 
by the S e c r e t a r y - G e n e r a l (ST/SGB/188 and ST/AI/285). Three b a s i c requirements 
o b t a i n i n t h a t regard: 
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(a) The e s t a b l i s h m e n t of a t r u s t fund r e q u i r e s the c o n c l u s i o n of an agreement 
between the o r g a n i z a t i o n and a p r o s p e c t i v e donor; 

(b) Voluntary c o n t r i b u t i o n s may be recorded i n the accounts only on the b a s i s 
of w r i t t e n pledges or of r e c e i p t e d payments; 

( c ) A u t h o r i z a t i o n to i n c u r commitments, o b l i g a t i o n s or disbursements 
( a l l o t m e n t s ) must never exceed the cash r e s o u r c e s on hand. 

The a d m i n i s t r a t i o n of ITC t r u s t funds d e v i a t e s from these p r i n c i p l e s . The 
A d m i n i s t r a t i o n acknowledged such d e v i a t i o n s and e x p l a i n e d t h a t they should be 
understood i n the context of the continuous and long-standing r e l a t i o n s h i p s t h a t 
ITC had e s t a b l i s h e d w i t h donor Governments. I n a d d i t i o n , the A d m i n i s t r a t i o n 
i n d i c a t e d t h a t the accounting and f i n a n c i a l p o l i c i e s and procedures followed during 
the biennium 1986-1987 were the same as those a p p l i e d during p r e v i o u s bienniums. 
While r e c o g n i z i n g the A d m i n i s t r a t i o n ' s p o s i t i o n , the Board i s of the o p i n i o n t h a t 
the f o l l o w i n g o b s e r v a t i o n s are i n order. 

Conclusion of agreements 

17. Agreements have been concluded w i t h a l l donors, but on an ad hoc b a s i s , and do 
not always conform to the p r o v i s i o n s of a d m i n i s t r a t i v e i n s t r u c t i o n ST/AI/285 and, 
i n p a r t i c u l a r , w i t h the model agreement s e t out i n t h a t i n s t r u c t i o n . I n 1978-1979, 
a concerted attempt was made to conclude such a standard agreement w i t h a l l major 
donors. But v a r i o u s donors had d i f f e r e n t requirements t h a t could not be 
accommodated w i t h i n the framework of the model. The A d m i n i s t r a t i o n i n d i c a t e d t h a t 
"annual c o n s u l t a t i o n s w i t h donors have r e v e a l e d t h a t they c o n s i d e r t h a t the present 
arrangements are s a t i s f a c t o r y and provide the n e c e s s a r y f l e x i b i l i t y to cope w i t h 
t h e i r d i f f e r e n t requirements and procedures". For i t s p a r t , the A d m i n i s t r a t i o n i s 
" s a t i s f i e d t h a t the p r e s e n t system provides adequate safeguards". However, i n 
c o n s i d e r a t i o n of the f o l l o w i n g , i t i s the view of the Board t h a t such ad hoc 
agreements should provide f o r accounting and f i n a n c i a l procedures complying w i t h 
the b a s i c accounting p r i n c i p l e s a p p l i c a b l e i n a government-type o r g a n i z a t i o n such 
as ITC. 

Accounting f o r c o n t r i b u t i o n income 

18. The summary of s i g n i f i c a n t accounting p o l i c i e s i n c l u d e d i n the f i n a n c i a l 
statements of ITC provides t h a t " c o n t r i b u t i o n s from Governments or other donors are 
recorded upon r e c e i p t of the c o n t r i b u t i o n or upon approval of the p r o j e c t by the 
donor". T h i s p o l i c y i s i n l i n e w i t h the a d m i n i s t r a t i v e i n s t r u c t i o n s , as w e l l as 
w i t h accepted accounting p r a c t i c e , i n so f a r as "approval" i s taken to mean a 
w r i t t e n commitment undertaken by the donor, i n d i c a t i n g the amount, the currency, 
the date of payment, and the f i n a n c i a l p e r i o d to which such payment r e l a t e s . 
However, such i s not always the case i n ITC. While commitments to meet the c o s t s 
of a p r o j e c t u s u a l l y take the form of a signed p r o j e c t document or a l e t t e r , income 
may a l s o be recognized on the b a s i s of a c a b l e , the minutes of a meeting or even a 
telephone c a l l . ST/SGB/188 provides t h a t "the making of a pledge and i t s 
acceptance are to be recorded on the b a s i s of an exchange of l e t t e r s , or, i f deemed 
appr o p r i a t e , i n a more formal agreement". I n the l a s t t hree c a s e s noted, there i s 
no w r i t t e n pledge f i r m l y committing the donor to pay during a determined p e r i o d of 
time. The A d m i n i s t r a t i o n e x p l a i n e d t h a t , w h i l e i n c e r t a i n c a s e s agreements w i t h 
donors were informal i n i t i a l l y , such arrangements were temporary and were 
i n v a r i a b l y confirmed as soon as p o s s i b l e by a w r i t t e n agreement i n one form or 
another. 
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19. For a l l p r a c t i c a l purposes, income i s recorded i n the t e c h n i c a l co-operation 
t r u s t fund accounts of ITC on the b a s i s of two c a t e g o r i e s of documents; 

(a) R e c e i p t e d payments p r o p e r l y i d e n t i f i e d , notably w i t h r e s p e c t to t h e i r 
r e l a t i o n to the c u r r e n t f i n a n c i a l p e r i o d ; 

(b) Allotments i s s u e d by the A d m i n i s t r a t i o n to a u t h o r i z e expenditure on a 
g i v e n p r o j e c t . 

Allotment procedure 

20. The procedure d e s c r i b e d above c l e a r l y i n v o l v e s a r i s k t h a t the a l l o t t e d funds 
may not m a t e r i a l i z e w i t h i n the f i n a n c i a l p e r i o d e i t h e r i n the form of an a c t u a l 
payment of c o n t r i b u t i o n or i n the form of a w r i t t e n pledge. The A d m i n i s t r a t i o n 
e x p l a i n e d t h a t i t considered t h a t i t was i t s r e s p o n s i b i l i t y to make sure t h a t 
a l l o t m e n t s were i s s u e d only a f t e r f i r m a ssurances had been obtained from the donors 
t h a t the funds were forthcoming. The r e l i a b i l i t y of such a s s u r a n c e s i s based on 
the continuous and long-standing r e l a t i o n s h i p between the top management of ITC and 
the a u t h o r i t i e s of the Governments concerned. Changes i n personnel would weaken 
t h i s r e l i a b i l i t y . T h i s p o t e n t i a l r i s k i s the reason f o r the " f u l l funding" 
p r i n c i p l e governing t r u s t fund t r a n s a c t i o n s t h a t i s embodied i n the requirement 
s p e l l e d out i n the a d m i n i s t r a t i v e i n s t r u c t i o n s mentioned above: al l o t m e n t s must 
never exceed c a s h on hand. The A d m i n i s t r a t i o n pointed out t h a t , s i n c e the s t a r t of 
the t e c h n i c a l co-operation a c t i v i t i e s of ITC, there have been numerous changes i n 
personnel, both i n ITC and i n the a d m i n i s t r a t i o n of i t s donor Governments w i t h no 
d e t r i m e n t a l e f f e c t on working r e l a t i o n s h i p s . 

21. I n ITC, s i n c e income i s recorded on the b a s i s of a l l o t m e n t s , such allotments 
may exceed not only cash on hand, but a l s o a c t u a l commitments of donor 
Governments. T h i s occurs i n the course of the year when peaks and v a l l e y s are, 
under u s u a l c i r c u m s t a n c e s , o f f s e t by cash management; i t may a l s o occur a t year-end 
when i t r e s u l t s i n an a c t u a l overstatement of income i n one or the other of the 
t r u s t fund accounts. 

22. We reviewed a l l the agreements w i t h donors and concluded t h a t because the 
source document f o r r e c o r d i n g pledged income d i d not always make the nature of the 
pledge a b s o l u t e l y c l e a r , t h e r e was an u n c e r t a i n t y concerning the e x a c t amount of 
the overstatement of v o l u n t a r y c o n t r i b u t i o n s income i n statement V. Even so, the 
review showed to our s a t i s f a c t i o n t h a t the overstatement c e r t a i n l y d i d not exceed 
$260,000 and was not s i g n i f i c a n t to the statement. T h e r e f o r e , the statement can be 
r e l i e d upon. 

23. I n a d d i t i o n , we reviewed the allotments i s s u e d w i t h r e s p e c t to p r o j e c t s . T h i s 
review showed t h a t expenditures i n excess of cash r e c e i v e d had been a u t h o r i z e d i n 
the amount of $878,040 recorded as r e c e i v a b l e i n statement V. T h i s seems c o n t r a r y 
to the r e l e v a n t a d m i n i s t r a t i v e i n s t r u c t i o n s of the S e c r e t a r y - G e n e r a l mentioned 
above (ST/SGB/188, para. 40, and ST/AI/285, para. IV-B, r e f e r ) . I n t h a t 
connection, the A d m i n i s t r a t i o n e x p l a i n e d t h a t such over-expenditure was o f f s e t by 
v a r i o u s c a t e g o r i e s of c a s h r e s o u r c e s c o n t r i b u t e d by donor c o u n t r i e s f o r other 
p r o j e c t s or undertakings. However, i t appears t h a t lumping together c o n t r i b u t i o n s 
towards s p e c i f i c p r o j e c t s w i t h other c a t e g o r i e s of c o n t r i b u t i o n s i s not appropriate 
and, as a matter of f a c t , i s forbidden by the s t a t e d accounting p o l i c i e s of ITC, 
which provide t h a t "separate t r u s t funds are s e t up f o r each p r o j e c t as approved by 
the donor and the r e c i p i e n t country". 
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24. I n c o n c l u s i o n , c o n s i d e r i n g the departure from g e n e r a l l y accepted accounting 
p r i n c i p l e s and from the U n i t e d Nations f i n a n c i a l r e g u l a t i o n s , r u l e s and d i r e c t i v e s 
i n t h a t r e s p e c t , as w e l l as i n the other r e s p e c t s mentioned i n paragraphs 26 and 28 
below, the Board decided to mention such departures i n i t s a u d i t o p i n i o n . T h i s 
should not be taken as an i n d i c a t i o n of mismanagement, or even a l a c k of prudence 
on the p a r t of the A d m i n i s t r a t i o n . I n f a c t , the Board r e c o g n i z e s t h a t prudence has 
been e x e r c i s e d and t h a t to the b e s t of i t s knowledge, ITC never had to w r i t e o f f 
recorded income. 

25. N e v e r t h e l e s s , the Board s t r o n g l y recommends t h a t p r o v i s i o n s regarding the 
a c c r u a l of income on the b a s i s of w r i t t e n pledges or r e c e i p t e d payments and the 
keeping of a l l o t m e n t s w i t h i n accrued income be i n c l u d e d i n the summary of 
s i g n i f i c a n t accounting p o l i c i e s of ITC and be s t r i c t l y e n forced i n f u t u r e . I t i s 
a l s o the opinion of the Board t h a t , whatever d e v i a t i o n s from the procedures 
e s t a b l i s h e d i n the U n i t e d Nations a d m i n i s t r a t i v e i n s t r u c t i o n s mentioned above might 
be agreed upon between the S e c r e t a r y - G e n e r a l and the E x e c u t i v e D i r e c t o r of the 
Centre, they should be c l e a r l y s p e l l e d out and i n c o r p o r a t e d i n the summary of 
s i g n i f i c a n t accounting p o l i c i e s a t t a c h e d to the f i n a n c i a l statements of ITC. 

Deferred income 

26. ITC does not account f o r d e f e r r e d income a c c r u i n g to t e c h n i c a l co-operation 
t r u s t funds. C o n t r i b u t i o n s pledged by c o u n t r i e s w i t h a f i s c a l y e a r spanning the 
end of one biennium and the beginning of the f o l l o w i n g biennium are a case i n 
p o i n t , s i n c e a p a r t of such c o n t r i b u t i o n s r e l a t e s to the next f i n a n c i a l p e r i o d . As 
a r e s u l t , the c u r r e n t p r a c t i c e of ITC does not comply w i t h a d m i n i s t r a t i v e 
i n s t r u c t i o n ST/AI/285, which provides t h a t "pledges r e c e i v e d f o r f u t u r e y e a r s are 
recorded as d e f e r r e d income". The A d m i n i s t r a t i o n agreed to review t h i s matter i n 
the context of the o v e r a l l review of the a p p l i c a b i l i t y of U n i t e d Nations 
r e g u l a t i o n s , r u l e s and d i r e c t i v e s to ITC t h a t i s envisaged. 

Accounts r e c e i v a b l e 

27. We noted a long outstanding c o n t r i b u t i o n r e c e i v a b l e from one Government i n the 
amount of $129,640. T h i s account i s backed by a f i r m pledge r e c e i v e d from the 
donor du r i n g the preceding biennium. The A d m i n i s t r a t i o n pursued the c o l l e c t i o n of 
t h i s c o n t r i b u t i o n and e x p l a i n e d t h a t i t had obtained r e c e n t a s s u r a n c e s t h a t i t 
would be p a i d . No commitment to pay a t or before a g i v e n date was made by the 
Government, however. The A d m i n i s t r a t i o n drew a t t e n t i o n to the f a c t t h a t the 
Government concerned i s not one of the t r a d i t i o n a l ITC donors and t h a t the 
c o n t r i b u t i o n r e f e r s to a p r o j e c t undertaken f o r t h a t Government and p a i d f o r by the 
same Government through a World Bank loa n . 

Operating r e s e r v e 

28. A d m i n i s t r a t i v e i n s t r u c t i o n ST/AI/285 provides f o r the maintenance of an 
o p e r a t i n g cash r e s e r v e a t the l e v e l of 15 per cent of the annual estimated 
expenditure to cover s h o r t f a l l s and f i n a l expenditures of the t r u s t fund. However, 
the summary of s i g n i f i c a n t accounting p o l i c i e s of ITC i n d i c a t e s t h a t "the Centre's 
p o l i c y i s to m a i n t a i n t h i s r e s e r v e a t a predetermined l e v e l ( c u r r e n t l y $700,000) 
and agreement has been reached w i t h donors t h a t the f i r s t charge upon i n t e r e s t be 
fo r the purpose of m a i n t a i n i n g the r e s e r v e a t t h a t l e v e l " . I n 1987, the 
15 per cent r u l e would have c a l l e d f o r a $1.8 m i l l i o n o p e r a t i n g r e s e r v e . However, 
the A d m i n i s t r a t i o n c o n s i d e r s i t unnecessary to i n c r e a s e the p r e s e n t l e v e l of the 
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r e s e r v e , even though t h i s l e v e l has not been a d j u s t e d upwards f o r years and 
expenditures f i n a n c e d from t e c h n i c a l co-operation t r u s t funds have i n c r e a s e d 
c o n s i d e r a b l y . The Board recommends t h a t t h i s t o p i c be i n c l u d e d i n the review of 
the p o l i c i e s of ITC concerning t e c h n i c a l co-operation t r u s t funds p r e v i o u s l y 
r e f e r r e d to w i t h a view to a s c e r t a i n i n g whether the p r e s e n t s i t u a t i o n might i n v o l v e 
any f i n a n c i a l l i a b i l i t y f o r the U n i t e d Nations and to reach a d e c i s i o n on t h a t 
matter. 

29. I n a d d i t i o n , the l e v e l of the o p e r a t i n g r e s e r v e bears upon the apportionment 
of i n t e r e s t a c c r u i n g from short-term investment of t r u s t funds, which, according to 
the summary of accounting p o l i c i e s , " i s c r e d i t e d f i r s t to the o p e r a t i n g r e s e r v e to 
m a i n t a i n t h a t r e s e r v e a t the agreed l e v e l , then to support c o s t s to meet any annual 
d e f i c i t a t t r i b u t a b l e to currency f l u c t u a t i o n s and t h e r e a f t e r to donors' funds". As 
t h e r e was no need to r e p l e n i s h the o p e r a t i n g r e s e r v e i n 1986-1987 i n order to 
m a i n t a i n i t a t the agreed l e v e l of $700,000, accrued i n t e r e s t was shared between 
support c o s t s and donors as f o l l o w s : 

Accrued i n t e r e s t 

1986 
1987 
Biennium 

551 656.21 
490 092.87 

1 041 749.08 

Support c o s t s Donors 

167 450.00 
201 100.00 
368 550.00 

384 206.21 
288 992.87 
673 199.08 

However, t h i s t a b l e shows t h a t , i f the 15 per cent r u l e had been a p p l i e d and an 
upward adjustment of the r e s e r v e implemented, no r e s o u r c e s would have been 
a v a i l a b l e to be c r e d i t e d to donors or to compensate f o r exchange l o s s e s , which 
would, i n t u r n , have had an impact on statement IV as e x p l a i n e d below. The 
A d m i n i s t r a t i o n e x p l a i n e d t h a t t h i s was not an o p e r a t i n g r e s e r v e of the type 
envisaged i n ST/AI/285 but was a r e s e r v e t h a t provided f o r p o s s i b l e v a r i a t i o n s 
between standard and a c t u a l c o s t s of c o n s u l t a n t s and e x p e r t s employed on p r o j e c t 
a c t i v i t i e s . 

S p e c i a l accounts f o r programme support c o s t s (statement IV) 

F i n a n c i a l s i t u a t i o n 

30. ITC was f a c e d w i t h a s e r i o u s d e t e r i o r a t i o n i n the p o s i t i o n of the support 
c o s t s fund because of currency f l u c t u a t i o n s i n 1986 and 1987, as shown i n the 
f o l l o w i n g t a b l e , which i s e x t r a c t e d from f i n a n c i a l statement IV: 

( A l l f i g u r e s i n d o l l a r s ) 1985 1986 1987 

Income 2 058 870 3 012 814 2 976 115 
Expenditure 2 402 462 2 766 069 3 334 669 
Excess of income over expenditure (343 592) 246 795 (358 554) 
Year-end a v a i l a b l e balance ( 1 600) 245 195 (113 409) 

E f f o r t s to i n c r e a s e t e c h n i c a l co-operation a c t i v i t y r e s u l t e d i n a surge i n income 
i n 1986. However, t h i s improvement could not be c o n s o l i d a t e d i n 1987 and, had 
there not been a surge i n m i s c e l l a n e o u s income during the biennium, the balance as 
a t 31 December 1987 would have f a l l e n to a d e f i c i t of $481,959. 
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31. The A d m i n i s t r a t i o n pointed out t h a t d e l i v e r y i n 1987 was a t about the same 
l e v e l as i n 1981 and 1982 and r e g i s t e r e d lower l e v e l s during the p e r i o d from 1983 
to 1985. I t f u r t h e r e x p l a i n e d t h a t , during the thr e e previous bienniums, i . e . , 
1980-1981, 1982-1983 and 1984-1985, favourable exchange-rate v a r i a t i o n s had meant 
t h a t i t was not n e c e s s a r y to t r a n s f e r i n t e r e s t to the support c o s t s fund. I n the 
view of the A d m i n i s t r a t i o n , the improvement i n the the balance of support c o s t s 
fund could not be c o n s o l i d a t e d i n 1987 because of unfavourable exchange r a t e 
v a r i a t i o n s and not as a consequence of a decrease i n the a c t i v i t i e s of ITC or of a 
l e s s e r implementation of economy measures. The A d m i n i s t r a t i o n a l s o s t a t e d t h a t an 
a d d i t i o n a l support c o s t reimbursement of $92,000 i s to be made as a consequence of 
the a p p l i c a t i o n of paragraph 5 (a) of d e c i s i o n 81/40 of the Governing C o u n c i l of 
UNDP. T h i s a d d i t i o n a l income would s u b s t a n t i a l l y reduce the d e f i c i t on the support 
c o s t s fund. 

32. The i n c r e a s e i n m i s c e l l a n e o u s income i n the support c o s t s fund i s e s s e n t i a l l y 
a t t r i b u t a b l e to the assessment on i n t e r e s t income of t r u s t funds, mentioned i n 
paragraph 29 above of a lump sum computed to compensate f o r the exchange l o s s e s 
i n c u r r e d by ITC as a r e s u l t of the f a l l of the Unit e d S t a t e s d o l l a r vis-à-vis the 
Swiss f r a n c and other c u r r e n c i e s . T h i s assessment amounted to $368,550 during the 
biennium. Y e t , the income r e s u l t i n g from t h i s adjustment, although r e f l e c t e d i n 
paragraph б of the f i n a n c i a l r e p o r t of ITC, i s not d i s c l o s e d as such i n 
statement IV, where i t appears under the "miscellaneous income" heading. However, 
t h i s category of income cannot be l i k e n e d to r e g u l a r support c o s t s income, and the 
compensation of d e f i c i t s a t t r i b u t a b l e to currency f l u c t u a t i o n s could be considered 
e q u i v a l e n t to supplementary support c o s t s income exceeding the maximum percentage 
of support c o s t s t h a t a Uni t e d Nations o r g a n i z a t i o n i s a u t h o r i z e d by the General 
Assembly to charge on t e c h n i c a l co-operation expenditure. The Board recommended 
t h a t t h i s category of income be c l e a r l y r e f l e c t e d as such i n the f i n a n c i a l 
statements i n f u t u r e i n order to enhance the f a i r r e p r e s e n t a t i o n of the operations 
of ITC. The A d m i n i s t r a t i o n concurred. 

Computation of exchange adjustments 

33. The computation of the exchange l o s s i n c u r r e d , which was to be compensated by 
the assessment of an "exchange adjustment", was based on the estimated amount of 
support c o s t s i n c l u d e d i n the i n i t i a l budget e s t i m a t e s of ITC. Although the 
f i n a n c i a l impact of t h i s method i s not s i g n i f i c a n t and may r e s u l t i n an 
overstatement as w e l l as i n an understatement of the "exchange adjustment", we 
noted t h a t i t would be more l o g i c a l to base t h a t computation on a c t u a l support 
c o s t s earned. The A d m i n i s t r a t i o n concurred and undertook to change the pr e s e n t 
method i n 1988. 

Donors' agreement 

34. At a meeting of r e p r e s e n t a t i v e s of Governments c o n t r i b u t i n g to ITC, h e l d a t 
Geneva on 20 November 1978, donors agreed to the compensation of exchange l o s s e s 
i n c u r r e d by ITC out of i n t e r e s t accrued to t r u s t funds. T h i s agreement was 
r e f l e c t e d i n a note i n the summary of accounting p o l i c i e s . Based on t h i s 
agreement, a t r a n s f e r of $57,217 from the p r o j e c t r e s e r v e account to the overhead 
account was made i n 1978. No such compensation to support c o s t s f o r currency 
f l u c t u a t i o n s was n e c e s s a r y during the next three bienniums - 1980-1981, 1982-1983 
and 1984-1985 - because of favourable exchange-rate v a r i a n c e s . The r e l e v a n t note 
was d e l e t e d from the summary of accounting p o l i c i e s i n 1981. Since t h i s d e l e t i o n 
r a i s e d no o b j e c t i o n s , the Centre considered i t to have been agreed upon. However, 
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i t i s the o p i n i o n of the Board t h a t the agreement of donors should be confirmed and 
made e x p l i c i t . 

Apportionment of i n t e r e s t income 

35. Investment income should be apportioned to each t r u s t fund semi-annually, 
"based on an average of the a c t u a l cash b a l a n c e s a t month-end" (ST/AI/285 
annex I I I , p a r a . C, r e f e r s ) . However, as a consequence of equating a l l o t m e n t s w i t h 
pledges, the amounts i n v e s t e d are reduced by the e f f e c t of the temporary negative 
net c a s h p o s i t i o n t o l e r a t e d by ITC f o r some of i t s c o n t r i b u t o r s . The 
A d m i n i s t r a t i o n estimated the i n t e r e s t l o s t as a r e s u l t of the c a s h d e f i c i t s of 
c e r t a i n donors to be about 2 per cent of the t o t a l earned. Although t h i s i s not 
s i g n i f i c a n t , i t i s a l l the more n e c e s s a r y to d i s c o n t i n u e such a procedure, so t h a t 
donors who are r e s p o n s i b l e f o r i t are not p e n a l i z e d . S i n c e the apportionment of 
i n t e r e s t earned i s based only on cash p o s i t i o n s exceeding $50,000, temporary 
n e g a t i v e c a s h p o s i t i o n s do not reduce e n t i t l e m e n t to accrued i n t e r e s t . 

Personnel 

Permanent and long-term appointments 

36. The r a t i o of s t a f f members w i t h permanent and long-term c o n t r a c t s charged 
a g a i n s t extrabudgetary r e s o u r c e s , which are unsteady i n nature, to t o t a l s t a f f 
encumbering p o s t s funded from t h a t category of r e s o u r c e s exceeds 30 per cent. The 
A d m i n i s t r a t i o n e x p l a i n e d t h a t prudence had always been e x e r c i s e d i n the awarding of 
permanent appointments, which were l i m i t e d to 65 per cent of the number of 
e s t a b l i s h e d p o s t s . However, i n view of the s t a g n a t i o n of extrabudgetary r e s o u r c e s 
experienced i n 1987, as a consequence of the f a l l i n the p u r c h a s i n g power of the 
U n i t e d S t a t e s d o l l a r , we s t i l l recommend t h a t a c a r e f u l review of personnel 
p o l i c i e s be c a r r i e d out to keep the number of permanent and long-term c o n t r a c t s i n 
l i n e w i t h the amount of r e s o u r c e s t h a t may reasonably be f o r e s e e n . 

S t a f f refund to the U n i t e d Nations O f f i c e a t Geneva 

37. The c o s t s of seven posts (one P r o f e s s i o n a l and s i x General S e r v i c e ) a s s i g n e d 
to the U n i t e d Nations O f f i c e a t Geneva are charged to the programme support c o s t s 
expenditures i n c u r r e d by ITC as a compensation f o r s e r v i c e s rendered by the United 
Nations O f f i c e a t Geneva. I n our opinion, those p o s t s , which are only p a r t i a l l y 
and i n d i r e c t l y connected w i t h t e c h n i c a l co-operation, should be charged a g a i n s t the 
r e g u l a r budget of ITC. I n a d d i t i o n , as the Board has a l r e a d y i n d i c a t e d i n s i m i l a r 
c a s e s , t h i s type of " i n k i n d " compensation f o r s e r v i c e s rendered does not help the 
t r a n s p a r e n c y of the budget, and the o b j e c t i v e would be b e t t e r served, i n our 
opinion, by a r r a n g i n g f o r such i n t e r - o f f i c e exchange of s e r v i c e s to be p a i d f o r by 
e x p l i c i t t r a n s f e r s of funds r e f l e c t i n g the c o s t s agreed upon by the o r g a n i z a t i o n s 
concerned. The A d m i n i s t r a t i o n e x p l a i n e d t h a t a review of these s e r v i c e s and 
m o d a l i t i e s of t h e i r compensation w i l l be c a r r i e d out w i t h the U n i t e d Nations O f f i c e 
at Geneva. 

P r o j e c t management 

38. Our review of a sample of 10 p r o j e c t f i l e s a t headquarters out of some 
250 p r o j e c t s c u r r e n t l y implemented, as w e l l as an o n - s i t e v i s i t i n one f i e l d 

-14-



l o c a t i o n , namely, Mozambique, r e v e a l e d a number of weaknesses i n the management of 
t e c h n i c a l a s s i s t a n c e p r o j e c t s . 

I n s u f f i c i e n t a p p r a i s a l 

39. The f e a s i b i l i t y study of a t e x t i l e m i l l to p r o c e s s l o c a l l y grown cotton di d 
not i d e n t i f y p o s s i b l e movements i n the foundation s o i l t h a t were r e v e a l e d during 
the implementation of the p r o j e c t and f a i l e d to mention t h a t , i n the absence of 
a i r - c o n d i t i o n i n g equipment, humidity would prove e x c e s s i v e f o r the m i l l to operate 
s a t i s f a c t o r i l y . Л c o n s u l t a n t engineer was brought i n to study p o s s i b l e s o l u t i o n s 
to these problems, but w i t h much delay. The o b j e c t i v e of the p r o j e c t was to 
generate a flow of exports (3,000 tons of cotton yarn, w i t h p r o j e c t e d earnings of 
$10 m i l l i o n ) . At the end of 1986, l e s s than 1,000 tons had been exported, which 
had earned $2.8 m i l l i o n , and $187,000 had been spent on t e c h n i c a l a s s i s t a n c e . 

40. P r o j e c t INT/61/22 was s t a r t e d i n 1984 and was e v a l u a t e d i n June 1987. I n the 
e v a l u a t i o n r e p o r t i t was noted t h a t the p r o j e c t document d i d not i d e n t i f y c l e a r l y 
the o b j e c t i v e s of the p r o j e c t , nor the a c t i v i t i e s to be undertaken to meet them; 
t h e r e f o r e , c r i t e r i a f o r e v a l u a t i o n were l a c k i n g . The A d m i n i s t r a t i o n ackowledged 
t h a t "the p r o j e c t document d i d not s p e c i f y c r i t e r i a on which r e s u l t s could be 
judged", and undertook to g i v e "due c o n s i d e r a t i o n to t h i s weakness i n the e x t e n s i o n 
of the p r o j e c t f o r the p e r i o d 1988-1989". 

Deferment of a c t i v i t i e s 

41. Although p r o j e c t INT/61/22 was ready to be launched i n J u l y 1984, the job 
d e s c r i p t i o n of a product s p e c i a l i s t was not r e a d i e d u n t i l September of t h a t year; 
two candidates were i d e n t i f i e d i n February 1985 and the s e l e c t e d s p e c i a l i s t could 
not be f i e l d e d before June 1985. Considerable d i f f i c u l t i e s were encountered i n 
r e c r u i t i n g a d v i s e r s f o r a p r o j e c t on manpower development i n export promotion, the 
p r o j e c t was l e f t without a s e n i o r a d v i s e r f o r one y e a r . A d v i s e r s had to be h i r e d 
under v e r y short-term (two month) c o n t r a c t s , which proved c o s t l y and t e c h n i c a l l y 
inadequate. Delays a l s o r e s u l t e d from the b e l a t e d c l e a r a n c e of e x p e r t s by 
r e c i p i e n t Governments. 

Co-o r d i n a t i o n of a c t i v i t i e s 

42. A t e a c h e r h i r e d under a p r o j e c t on import o p e r a t i o n s and techniques r e c e i v e d 
guidance from a s p e c i a l i z e d c o n s u l t a n t a f t e r she had been on the job f o r two and 
one-half months, which appears to c a l l i n t o q u e s t i o n the u s e f u l n e s s of r e s o r t i n g to 
a c o n s u l t a n t . The s e n i o r a d v i s e r a r r i v e d e i g h t months a f t e r the p r o j e c t had begun, 
but the equipment, i n c l u d i n g the p r o j e c t c a r , had been purchased r i g h t a t the 
beginning of the p r o j e c t . Lack of c o - o r d i n a t i o n was a l s o noted i n the timing of 
i t s E n g l i s h language and Portuguese language components. F o l l o w i n g a mid-term 
review h e l d i n February 1988 i t was concluded t h a t the p r o j e c t "should continue f o r 
a f u l l t h r e e y e a r s ' d u r a t i o n " , a c o n c l u s i o n i n d i c a t i n g t h a t l i t t l e has been 
achieved under the c u r r e n t phase of the p r o j e c t . The A d m i n i s t r a t i o n e x p l a i n e d t h a t 
many p r o j e c t s are extended f o r v a l i d reasons and t h a t i t cannot t h e r e f o r e be 
concluded t h a t the Mozambique p r o j e c t has been extended by three y e a r s merely to 
recover l o s t time. 

43. Regarding the manpower development p r o j e c t i n export promotion mentioned 
above, the t e a c h i n g of E n g l i s h was completely disconnected from t e c h n i c a l t r a i n i n g , 
even though the p r o j e c t document i n d i c a t e d t h a t the t e a c h e r should work " i n such a 
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manner as to induce mutual i n t e r a c t i o n between i n p u t s , so as to produce the 
envisaged r e s u l t s " . The A d m i n i s t r a t i o n acknowledged t h a t "there were d i f f i c u l t i e s 
i n deploying i n p u t s on schedule". 

44. At the o p e r a t i o n a l l e v e l , i t appeared t h a t the two p r o j e c t s mentioned above 
supported one another, but because of d i s t i n c t sources of funds i t was not p o s s i b l e 
to merge the two i n a combined endeavour. 

P u b l i c a t i o n s 

45. The d i s t r i b u t i o n of the r e s p o n s i b i l i t i e s between the v a r i o u s u n i t s concerned 
w i t h the production and d i s t r i b u t i o n of p u b l i c a t i o n s (manuals, d i r e c t o r i e s , 
monographs, market s t u d i e s , data bases, microcards, e t c . ) i s not c l e a r l y defined. 
D i s t r i b u t i o n and s a l e s p o l i c i e s were b r i e f l y s p e l l e d out i n the minutes of meetings 
of the P u b l i c a t i o n s Committee h e l d during 1979 and 1980. They have not been 
updated. ITC u s u a l l y conforms to United Nations p o l i c i e s i n t h a t regard, but i t 
does not f o l l o w the U n i t e d Nations p r a c t i c e regarding stock management and c o n t r o l , 
p r e s s runs e t c . , and i t s own methods need to be changed. The A d m i n i s t r a t i o n agreed 
t h a t these matters needed to be reviewed. 

46. I n 1984, the P u b l i c a t i o n s Board a l r e a d y s t r e s s e d the n e c e s s i t y of t i g h t e n i n g 
the storage and i n v e n t o r y c o n t r o l system. Inventory computerization, i n i t i a t e d i n 
October 1987, i s s t i l l i n progress i n s p i t e of the l i m i t e d number of t i t l e s 
p u b l i s h e d each y e a r . I n a d d i t i o n , the i n v e n t o r y kept by the Claims and T r a v e l U n i t 
i s not comprehensive because other u n i t s are r e s p o n s i b l e f o r the management of 
s t o c k s of t h e i r own p u b l i c a t i o n s (FORUM, T r a i n i n g , Packaging Information, Trade 
Information on Chambers of Commerce, e t c . ) but, w i t h one exception, do not keep 
in v e n t o r y r e c o r d s . A survey of p h y s i c a l s t o c k s r e v e a l e d t h a t l a r g e q u a n t i t i e s of 
long outdated p u b l i c a t i o n s ( e s p e c i a l l y s t a t i s t i c a l market s t u d i e s ) remained i n 
storage a r e a s . The l a s t e x e r c i s e i n stock r e d u c t i o n took p l a c e i n 1980. Avoiding 
expensive r e p r i n t i n g s should not l e a d to o v e r e s t i m a t i n g f u t u r e needs, and a review 
of p r i n t runs seems n e c e s s a r y . 

47. Most p u b l i c a t i o n s are d i s t r i b u t e d f r e e of charge. Income from s a l e s of 
p u b l i c a t i o n s amounted to only $27,473 fo r the biennium 1984-1985 and to $30,888 for 
the biennium 1986-1987. The p u b l i s h i n g p o l i c y ( i n c l u d i n g the p r i c i n g p o l i c y ) does 
not appear to be w e l l d e f i n e d and the A d m i n i s t r a t i o n agreed t h a t t h e r e was a need 
for a comprehensive review of i t s o b j e c t i v e s and procedures i n t h a t a r e a . I t 
appeared t h a t the p r i c e s of p u b l i c a t i o n s have not been r e - e v a l u a t e d s i n c e 1975. As 
an example to be . r e p l i c a t e d , we may r e f e r to the d e c i s i o n taken i n October 1987 to 
s e l l s e r v i c e s formerly c i r c u l a t e d f r e e of charge such as the " T r a d e r s " and "Market 
News S e r v i c e " data bases. S a l e s revenue from "Market News S e r v i c e " i s expected to 
reach $150,000 i n 1988 and w i l l accrue as income to the p r o j e c t . 

Comments on matters d e a l t w i t h i n the r e p o r t 
of the biennium 1984-1985 

48. Matters r a i s e d i n the Board's report on the biennium 1984-1985 have been d e a l t 
w i t h to our s a t i s f a c t i o n . However, i n view of the announcement t h a t "a f u l l y 
up-to-date computerized budget c o n t r o l system" would be o p e r a t i o n a l i n e a r l y 
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1986, 1/ we noted t h a t t h i s computerization could not be completed, s i n c e i t was 
dependent on the revamping of the e l e c t r o n i c d a t a - p r o c e s s i n g accounting system of 
the U n i t e d Nations O f f i c e a t Geneva, the implementation of which i s expected to 
take a few more y e a r s . 
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I I I . AUDIT OPINION 

We have examined the f o l l o w i n g appended f i n a n c i a l statements, numbered I to 
V I I , p r o p e r l y i d e n t i f i e d , and r e l e v a n t schedules of the I n t e r n a t i o n a l Trade Centre 
f o r the f i n a n c i a l p e r i o d ended 31 December 1987. Our examination i n c l u d e d a 
g e n e r a l review of the accounting procedures and such t e s t s of the accounting 
records and other supporting evidence as we c o n s i d e r e d n e c e s s a r y i n the 
c i r c u m s t a n c e s . 

As a r e s u l t of our examination, we are of the o p i n i o n t h a t the f i n a n c i a l 
statements p r e s e n t f a i r l y the f i n a n c i a l p o s i t i o n as a t the end of the p e r i o d and 
the r e s u l t s of i t s operations f o r the p e r i o d then ended. 

The f i n a n c i a l statements were prepared i n accordance w i t h the s t a t e d 
accounting p r i n c i p l e s , which were a p p l i e d on a b a s i s c o n s i s t e n t w i t h t h a t of the 
preceding f i n a n c i a l p e r i o d . The t r a n s a c t i o n s were i n accordance w i t h the F i n a n c i a l 
R e g u l a t i o n s and l e g i s l a t i v e a u t h o r i t y , except f o r the d e v i a t i o n s mentioned i n 
paragraphs 24, 26 and 28 of our r e p o r t . 

(Signed) André CHÂNDERNAGOR 
Senior P r e s i d e n t of the 
Court of Accounts of France 

(Signed) R. T. NELSON 
Auditor General of Ghana 

(Signed) Eufemio С. DOMINGO 
Chairman, Commission on Audit 
the P h i l i p p i n e s 

23 June 1988 
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IV. CERTIFICATION OF THE FINANCIAL STATEMENTS 

18 A p r i l 1988 

I c e r t i f y t h a t the appended f i n a n c i a l statements of the I n t e r n a t i o n a l Trade 
Centre, numbered I to V I I , a re c o r r e c t . 

(Signed) L u i s Maria GOMEZ 
C o n t r o l l e r 
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STATEMENT I I 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT - GENERAL FUND 

Statement of income and expenditure and s u r p l u s account f o r the 
biennium 1986-1987 ended 31 December 1987 

(United S t a t e s d o l l a r s ) 

Approved 
estimates A c t u a l income A c t u a l income 
for the as a t as a t 

biennium 31 December 1987 31 December 1985 

Statement of income and expenditure 

Income 
C o n t r i b u t i o n from GATT 
Con t r i b u t i o n from United Nations 

11 373 300 
11 373 300 

11 373 300 
11 373 300 

7 799 550 
7 799 550 

Co n t r i b u t i o n s c r e d i t e d to income 22 746 600 a/ 22 746 600 15 599 100 

Add: Other income (schedule 2.1) 522 200 569 323 499 386 

T o t a l a p p r o p r i a t i o n s 23 268 800 23 315 923 16 098 486 

L e s s : T o t a l expenditure (schedule 1.1) 22 985 690 

Unobligated balance of 
ap p r o p r i a t i o n s (statement I ) 283 110 

Add: Exc e s s of a c t u a l income 
over estimated 47 123 

Exce s s of income over expenditure 330 233 

Surplus account 1987 1985 

Surplus a v a i l a b l e for c r e d i t to 
United Nations/GATT as a t 
1 January 1986 680 485 871 859 

Add: Savings e f f e c t e d i n l i q u i d a t i n g 
p r i o r year o b l i g a t i o n s 

E x c e s s of income over expenditure 
(see above) 

45 

330 

943 

233 

96 

30 

094 

432 

T o t a l 1 056 661 998 385 

L e s s : Amount ap p l i e d as c r e d i t s a g a i n s t 
c o n t r i b u t i o n s due from United 
Nations/GATT f o r 1986-1987 

Surplus a v a i l a b l e as a t 31 December 1987 
(statement I I I ) 

726 400 a/ 

330 261 

317 900 

680 485 

a/ I n c l u d e s an amount of $726,400 financed from the s u r p l u s account. 

- 2 4 -



SCHEDULE 2.1 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT - GENERAL FUND 

Schedule of income f o r the biennium 1986-1987 ended 31 December 1987 

(Uni t e d S t a t e s d o l l a r s ) 

Approved 
e s t i m a t e s f o r A c t u a l income 
the biennium as a t 

1986-1987 a/ 31 December 1987 

Income 

C o n t r i b u t i o n s from GATT 11 373 300 11 373 300 
C o n t r i b u t i o n s from United Nations 11 373 300 11 373 300 

S u b t o t a l 22 746 600 22 746 600 

Other income 

R e n t a l of o f f i c e space 337 100 337 161 
Re n t a l of p a r k i n g space 70 900 71 500 
S a l e of p u b l i c a t i o n s 27 000 30 888 
I n t e r e s t on investments 40 000 52 424 
M i s c e l l a n e o u s 31 200 30 483 
Refunds of p r i o r y e a r s ' expenditure 16 000 16 032 
Gain on exchange 30 835 

S u b t o t a l 522 200 569 323 

T o t a l (statement I ) 23 268 800 23 315 923 

â/ Financed i n p a r t by t r a n s f e r from the s u r p l u s account amounting to 
$726,400. 
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STATEMENT I I I 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT - GENERAL FUND 

Statement of a s s e t s and l i a b i l i t i e s as a t 31 December 1987 

(United S t a t e s d o l l a r s ) 

1987 1985 

A s s e t s 

Cash 
Accounts r e c e i v a b l e 
D e f e r r e d charges and other a s s e t s 

T o t a l a s s e t s 

532 252 a/ 
133 120 
299 975 

965 347 

1 114 088 
139 742 
210 046 

1 463 876 

L i a b i l i t i e s 

Accounts payable 
U n l i q u i d a t e d o b l i g a t i o n s (statement I ) 
Due to I n t e r n a t i o n a l Trade Centre 

t r u s t funds (statement V) 
Def e r r e d income 

T o t a l l i a b i l i t i e s 

Fund balance 

T o t a l fund balance (statement I I ) 

T o t a l l i a b i l i t i e s and fund balance 

17 020 
503 589 

107 751 
6 726 

635 086 

330 261 

965 347 

75 148 
380 327 

319 985 
7 931 

783 391 

680 485 

1 463 876 

a/ I n c l u d e s $470,823 from i n t e r e s t - e a r n i n g d e p o s i t s . 
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STATEMENT IV 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT - SPECIAL ACCOUNTS FOR 
PROGRAMME SUPPORT COSTS 

I . Statement of income and expenditure f o r the biennium 1986-1987 
ended 31 December 1987 

(United S t a t e s d o l l a r s ) 

1987 1985 

Income 

UNDP (statement V) 
T e c h n i c a l c o - o p e r a t i o n t r u s t 

funds (statement V) 
A s s o c i a t e d agency p r o j e c t s 
I n t e r e s t income 
Savings on l i q u i d a t i o n of p r i o r 

y e a r s ' o b l i g a t i o n s 
M i s c e l l a n e o u s 

T o t a l income 

Expenditure 

S t a f f and other personnel c o s t s 
T r a v e l 
C o n t r a c t u a l s e r v i c e s 
Operating expenses 
A c q u i s i t i o n s 
F e l l o w s h i p s , g r a n t s , other 

T o t a l expenditure 

E x c e s s of income over expenditure 
Add; Adjustments f o r p r i o r p e r i o d 

Net e x c e s s of income over expenditure 

2 543 341 

2 827 374 
108 677 
99 321 

16 224 
393 993 

5 988 930 

5 263 461 
3 354 

10 464 
24 049 
30 624 

768 787 

6 100 739 

(111 809) 

(111 809) 

1 516 473 

2 200 027 
122 749 
186 591 

25 932 
44 496 

4 096 268 

4 152 940 

592 714 

4 745 654 

(649 386) 
28 520 

(620 866) 
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STATEMENT IV (concluded) 

I I . Statement of a s s e t s and l i a b i l i t i e s as a t 31 December 1987 

(United S t a t e s d o l l a r s ) 

1987 1985 

A s s e t s 

Cash 803 385 a/ 380 824 
Accounts r e c e i v a b l e 150 821 159 372 
Due from t e c h n i c a l co-operation 

a c t i v i t i e s (statement V) - 165 172 

T o t a l a s s e t s 954 206 705 368 

L i a b i l i t i e s 

U n l i q u i d a t e d o b l i g a t i o n s 17 349 б 968 
Operating r e s e r v e 700 000 700 000 
Due to t e c h n i c a l co-operation 

a c t i v i t i e s (statement V) 350 266 

T o t a l l i a b i l i t i e s 1 067 615 706 968 

Fund balance 

Balance a v a i l a b l e 1 January 1986 (1 600) 758 612 
L e s s ; T r a n s f e r s to o p e r a t i n g r e s e r v e - (139 346) 
Add: E x c e s s of income over expenditure (111 809) (620 866) 

Balance a v a i l a b l e 31 December 1987 (113 409) (1 600) 

T o t a l l i a b i l i t i e s and fund balance 954 206 705 368 

a/ Held i n i n t e r e s t - b e a r i n g bank d e p o s i t s . 
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STATEMENT V 

TECHNICAL CO-OPERATION ACTIVITIES EXECUTED BY THE INTERNATIONAL TRADE CENTRE UNCTAD/GATT 

I . Combined statement of income and expenditure f o r the 
biennium 1986-1987 ended 31 December 1987 

(United S t a t e s d o l l a r s ) 

Income 

T e c h n i c a l 
co-operation T o t a l 
t r u s t funds UNDP a/ 1987 1985 

A l l o c a t i o n s 
C o n t r i b u t i o n s 
I n t e r e s t 
M iscellaneous 

T o t a l income 

336 000 
25 936 162 

647 950 
24 384 

26 944 496 

22 154 358 

22 154 358 

22 490 358 
25 936 162 

647 950 
24 384 

49 098 854 

13 724 793 
17 535 022 
1 210 115 

21 435 

32 491 365 

Expenditure 

S t a f f and other personnel c o s t s 14 954 883 11 323 831 26 278 714 18 833 105 
T r a v e l 1 540 518 932 136 2 472 654 1 615 998 
C o n t r a c t u a l s e r v i c e s 1 302 950 849 648 2 152 598 1 334 902 
Operating expenses 1 500 968 1 214 765 2 715 733 2 259 658 
A c q u i s i t i o n s 1 138 419 2 650 640 3 789 059 2 278 094 
F e l l o w s h i p s , g r a n t s , other 1 683 329 2 639 997 4 323 326 2 759 833 

T o t a l p r o j e c t c o s t s 22 121 067 19 611 017 41 732 084 29 081 590 
Programme support c o s t s (statement IV) 2 827 374 2 543 341 5 370 715 3 716 500 

T o t a l expenditure 24 948 441 22 154 358 47 102 799 32 798 090 

Excess of income over expenditure 1 996 055 1 996 055 (306 725) 
Add: Adjustments (schedule 5.1) (522 516) (522 516) (785 375) 

Net excess of income over expenditure 1 473 539 1 473 539 (1 092 100) 

I I . Combined statement of a s s e t s and l i a b i l i t i e s as a t 31 December 1987 

(United S t a t e s d o l l a r s ) 

A s s e t s 

Cash 7 424 681 734 291 8 158 972 b/ 6 025 803 
Con t r i b u t i o n s r e c e i v a b l e 

(schedule 5.1) 744 027 - 744 027 1 480 476 
Con t r i b u t i o n s r e c e i v a b l e ( p r i o r y e a rs) 134 013 - 134 013 19 142 
Accounts r e c e i v a b l e 467 669 329 517 797 186 1 031 872 
Due from UNDP for excess of 

expenditure i n c u r r e d over funds 
provided 1 919 1 024 686 с/ 1 026 605 1 502 589 

Unspent a l l o c a t i o n s 2 043 15 623 989 15 626 032 9 162 072 
Int e r f u n d balances r e c e i v a b l e 54 701 - 54 701 557 822 
Due from ITC s p e c i a l accounts f o r 

programme support c o s t s 
(statement IV) 350 266 - 350 266 

Due from ITC General Fund 
(statement I I I ) 107 751 - 107 751 319 985 

Deferred charges and other a s s e t s 2 390 586 1 495 539 3 886 125 2 582 196 
T o t a l a s s e t s 11 677 656 19 208 022 30 885 678 22 681 957 
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STATEMENT V (concluded) 

T e c h n i c a l 
co-operation T o t a l 
t r u s t funds UNDP a/ 1987 1985 

L i a b i l i t i e s 

Accounts payable 277 266 320 792 598 058 611 478 
Unliquidated o b l i g a t i o n s 1 316 012 1 760 625 3 076 637 2 545 927 
U n l i q u i d a t e d o b l i g a t i o n s f o r 

f u t u r e y e a r s 2 351 089 1 447 915 3 799 004 2 507 863 
I n t e r f u n d balances payable 54 701 54 701 557 822 
Due to ITC s p e c i a l accounts for 

programme support c o s t s 
(statement IV) 165 172 

Due t o T r a i n i n g Packs Revolving 
Fund (statement VI) 47 213 47 213 58 471 

Due to I n t e r n a t i o n a l Computing 
C e n t r e / E l e c t r o n i c Data P r o c e s s i n g 
Revolving Fund (statement V I I ) 27 049 27 049 

Due t o United Nations General Fund 141 528 141 528 1 031 235 
Operating r e s e r v e 700 000 700 000 700 000 
Deferred income 15 623 989 15 623 989 9 160 029 

T o t a l l i a b i l i t i e s 4 860 157 19 208 022 24 068 179 17 337 997 

und balance 

Balance a v a i l a b l e 1 January 1986 5 343 960 5 343 960 6 436 060 
Add: E x c e s s of income over 

expenditure 1 473 539 1 473 539 (1 092 100] 

Balance a v a i l a b l e 31 December 1987 

T o t a l l i a b i l i t i e s and fund 
balance 

6 817 499 6 817 499 5 343 960 Balance a v a i l a b l e 31 December 1987 

T o t a l l i a b i l i t i e s and fund 
balance 11 677 656 19 208 022 30 885 678 22 681 957 

a/ E x c l u d e s income received/expenditure i n c u r r e d by the I n t e r n a t i o n a l Trade Centre as an a s s o c i a t e d 
agency. 

Ъ/ I n c l u d e s $7,940,010 from i n t e r e s t - b e a r i n g bank d e p o s i t s . 

с/ T h i s amount r e p r e s e n t s funds t h a t w i l l be requested, i n accordance with e x i s t i n g arrangements with 
UNDP, only as payments i n settlement of the un l i q u i d a t e d o b l i g a t i o n s become due. 
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SCHEDULE 5.4 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT 

T e c h n i c a l co-operation a c t i v i t i e s f i n a n c e d by the 
U n i t e d Nations Development Programme 

Expenditure by source of funds f o r the biennium 1986-1987 
ended 31 December 1987 
(United S t a t e s d o l l a r s ) 

Year ended 31 December 1987 

Source of funds a/ 

Country i n d i c a t i v e planning 
f i g u r e ( I P F ) 

Regional IPF 
I n t e r r e g i o n a l I PF 

S u b t o t a l (schedule 5.5) 

S p e c i a l Measures Fund f o r the 
L e a s t Developed C o u n t r i e s 

S u b t o t a l (schedule 5.5) 

Government cash counterpart 
c o n t r i b u t i o n s 

Disbursements 
Ш1 

4 477 586 
1 878 052 

838 825 

7 194 463 

208 823 

208 823 

12 253 

T o t a l 7 415 539 

Programme support c o s t s 

T o t a l expenditure f o r 1987 

Year ended 31 December 1986 

T o t a l expenditure f o r 1986 
Grand t o t a l for the biennium 

1986-1987 

U n l i q u i d a t e d 
o b l i g a t i o n s 

as a t 
31 December 1987 

1 111 446 
539 401 
63 717 

1 714 564 

45 531 

45 531 

530 

1 760 625 

T o t a l 
expenditure 

1987 

5 589 032 
2 417 453 

902 542 

8 909 027 

254 354 

254 354 

12 783 

9 176 164 

1 188 886 

10 365 050 

11 789 308 

22 154 358 

(statement V) 

a/ I n c l u d i n g c o s t - s h a r i n g , where a p p l i c a b l e . 
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STATEMENT V I 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT 

TRAINING PACKS REVOLVING FUND 

Statement of income and expenditure f o r the biennium 
1986-1987 ended 31 December 1987 

(United S t a t e s d o l l a r s ) 

Income 

S a l e s of t r a i n i n g packs to p r o j e c t s 
S a l e s of t r a i n i n g packs to othe r s 

T o t a l income 

Expenditure 

Costs of r e p r i n t i n g t r a n s l a t i o n s , e t c . 

Excess of income over expenditure 

1987 

37 530 
16 520 

54 050 

65 308 

(11 258) 

1985 

39 743 

39 743 

60 214 

(20 471) 

I I . Statement of a s s e t s and l i a b i l i t i e s as a t 31 December 1987 

(United S t a t e s d o l l a r s ) 

A s s e t s 

Due from t e c h n i c a l co-operation 
a c t i v i t i e s (statement V) 

T o t a l a s s e t s 

47 213 

47 213 

58 471 

58 471 

L i a b i l i t i e s 

Fund balance 

Balance a v a i l a b l e 1 January 1986 

Add: Excess of income over expenditure 

Balance a v a i l a b l e 31 December 1987 

T o t a l l i a b i l i t i e s and fund balance 

58 471 
(11 258) 

47 213 

47 213 

78 942 
(20 471) 

58 471 

58 471 
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STATEMENT V I I 

INTERNATIONAL TRADE CENTRE UNCTAD/GATT 

INTERNATIONAL COMPUTING CENTRE/ELECTRONIC DATA 
PROCESSING REVOLVING FUND 

Statement of income and expenditure f o r the biennium 
1986-1987 ended 31 December 1987 

(Unite d S t a t e s d o l l a r s ) 

Income 

S a l e s of s e r v i c e s to p r o j e c t s 
S a l e s of s e r v i c e s to o t h e r s 

T o t a l income 

Expenditure 

Costs of I n t e r n a t i o n a l Computing 
Centre s e r v i c e s 

Excess of income over expenditure 

1987 

215 250 
44 854 

260 104 

383 820 

(123 716) 

1985 

I I . Statement of a s s e t s and l i a b i l i t i e s as a t 31 December 1987 

(United S t a t e s d o l l a r s ) 

A s s e t s 

Due from ITC t r u s t funds (statement V) 

T o t a l a s s e t s 

L i a b i l i t i e s 

Fund balance 

Balance a v a i l a b l e 1 January 1986 

haut Excess of income over expenditure 

T o t a l fund balance 

T o t a l l i a b i l i t i e s and fund balance 

27 049 

27 049 

150 765 
(123 716) 

27 049 

27 049 

a./ No comparative f i g u r e s were a v a i l a b l e f o r 1985. 
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ANNEX 

Summary of s i g n i f i c a n t accounting p o l i c i e s 

The f o l l o w i n g are the s i g n i f i c a n t accounting p o l i c i e s of the I n t e r n a t i o n a l 
Trade C e n t r e : 

(a ) The I n t e r n a t i o n a l Trade Centre accounts are maintained i n accordance w i t h 
the F i n a n c i a l Regulations of the United Nations as adopted by the General Assembly, 
the r u l e s formulated by the S e c r e t a r y - G e n e r a l as r e q u i r e d under the r e g u l a t i o n s , 
a d m i n i s t r a t i v e i n s t r u c t i o n s i s s u e d by the Under-Secretary-General f o r 
A d m i n i s t r a t i o n and Management or the C o n t r o l l e r , and i n conformity w i t h g e n e r a l l y 
accepted accounting p r i n c i p l e s . The United Nations f o l l o w s the I n t e r n a t i o n a l 
Accounting Standard 1 on the d i s c l o s u r e of accounting p o l i c i e s , as modified by the 
C o n s u l t a t i v e Committee on A d m i n i s t r a t i v e Questions a t i t s f i f t y - f o u r t h s e s s i o n , as 
shown i n subparagraphs ( i ) to ( v i ) below: 

( i ) Going concern, c o n s i s t e n c y , and a c c r u a l are fundamental accounting 
assumptions. Where fundamental accounting assumptions are followed i n 
f i n a n c i a l statements, d i s c l o s u r e of such assumptions i s not r e q u i r e d . I f 
a fundamental accounting assumption i s not followed, t h a t f a c t should be 
d i s c l o s e d together w i t h the reasons; 

( i i ) Prudence, substance over form, and m a t e r i a l i t y should govern the 
s e l e c t i o n and a p p l i c a t i o n of accounting p o l i c i e s ; 

( i i i ) F i n a n c i a l statements should i n c l u d e c l e a r and c o n c i s e d i s c l o s u r e of a l l 
s i g n i f i c a n t accounting p o l i c i e s which have been used; 

( i v ) The d i s c l o s u r e of the s i g n i f i c a n t accounting p o l i c i e s used should be an 
i n t e g r a l p a r t of the f i n a n c i a l statements. The p o l i c i e s should normally 
be d i s c l o s e d i n one p l a c e ; 

(v) F i n a n c i a l statements should show corresponding f i g u r e s f o r the preceding 
p e r i o d ; 

( v i ) A change i n an accounting p o l i c y t h a t has a m a t e r i a l e f f e c t i n the 
c u r r e n t p e r i o d or may have a m a t e r i a l e f f e c t i n subsequent p e r i o d s should 
be d i s c l o s e d together w i t h the reasons. The e f f e c t of the change should, 
i f m a t e r i a l , be d i s c l o s e d and q u a n t i f i e d . 

(b) Fund accounting. The Centre's accounts are maintained on a "fund 
accounting" b a s i s and each fund i s maintained as a d i s t i n c t f i n a n c i a l and 
accounting e n t i t y w i t h a separate s e l f - b a l a n c i n g double-entry group of accounts. 
Separate f i n a n c i a l statements are prepared f o r each fund or f o r a group of funds of 
the same nature. 

( c ) The f i n a n c i a l p e r i o d of the Centre i s a biennium and c o n s i s t s of two 
cons e c u t i v e c a lendar y e a r s . 

(d) The a s s e t s and l i a b i l i t i e s and revenues and expenditures are recognized 
on the a c c r u a l b a s i s of accounting. 
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( e ) T r a n s l a t i o n of c u r r e n c i e s . The accounts of the Centre are presented i n 
United S t a t e s d o l l a r s . Accounts maintained i n other c u r r e n c i e s are t r a n s l a t e d i n t o 
United S t a t e s d o l l a r s a t the time of the t r a n s a c t i o n a t r a t e s of exchange 
e s t a b l i s h e d by the C o n t r o l l e r . I n r e s p e c t of such c u r r e n c i e s , the f i n a n c i a l 
statements prepared a t such i n t e r v a l s as may be p r e s c r i b e d by the C o n t r o l l e r i n 
accordance w i t h the d e l e g a t i o n of a u t h o r i t y from the Under-Secretary-General f o r 
A d m i n i s t r a t i o n and Management, s h a l l r e f l e c t the cash, investments, unpaid 
c o n t r i b u t i o n s , and c u r r e n t accounts r e c e i v a b l e and payable i n c u r r e n c i e s other than 
United S t a t e s d o l l a r s , t r a n s l a t e d a t the a p p l i c a b l e U n i t e d Nations r a t e s of 
exchange i n e f f e c t as a t the date of the statements. 

( f ) Funds on d e p o s i t i n i n t e r e s t - b e a r i n g bank accounts, c e r t i f i c a t e s of 
d e p o s i t , time d e p o s i t s and c a l l accounts are shown i n the statements of a s s e t s and 
l i a b i l i t i e s as cash. Apart from changes i n v a l u e a r i s i n g from the r e t r a n s l a t i o n of 
c u r r e n c i e s as provided f o r i n subparagraph ( e ) above, a l l investments are s t a t e d at 
c o s t . 

(g) D e f e r r e d charges. 

( i ) D e f e r r e d charges comprise expenditure items t h a t are not p r o p e r l y 
chargeable i n the c u r r e n t f i n a n c i a l p e r i o d and which w i l l be charged as 
expenditure i n the subsequent f i n a n c i a l p e r i o d ; 

( i i ) For balance sheet purposes only, t h a t p o r t i o n of the education grant 
advance which i s assumed to p e r t a i n to the s c h o l a s t i c year completed as 
of the date of the f i n a n c i a l statement i s shown as a d e f e r r e d charge. 
The f u l l amount of the advance i s maintained i n the accounts r e c e i v a b l e 
from s t a f f members u n t i l such time as the s t a f f member produces the 
r e q u i r e d proof of e n t i t l e m e n t to the education grant, a t which time the 
budgetary account i s charged and the advance recovered. 

(h) Gain or l o s s on exchange. On the c l o s i n g of the accounts a t the end of 
each f i n a n c i a l p e r i o d , the balance f o r l o s s or g a i n on exchange i s d e b i t e d to the 
budget i f t h e r e i s a net l o s s ; i f there i s a net g a i n , the g a i n i s c r e d i t e d to 
m i s c e l l a n e o u s income. However, gains or l o s s e s on exchange are t r e a t e d d i f f e r e n t l y 
f o r t r u s t funds as i n d i c a t e d i n subparagraph (m) (x) below. 

( i ) No p r o v i s i o n i s made i n the General Fund f o r r e p a t r i a t i o n g rant 
e n t i t l e m e n t s or to meet c o n t i n g e n c i e s under appendix D to the S t a f f Rules of the 
United Nations as funds are provided f o r i n budget a p p r o p r i a t i o n s . However, 
p r o v i s i o n to meet contingent l i a b i l i t i e s f o r compensation under appendix D f o r 
personnel f i n a n c e d by t e c h n i c a l co-operation t r u s t funds and by support c o s t s i s 
c a l c u l a t e d on the b a s i s of 1 per cent of the net base pay. T h i s p r o v i s i o n i s 
maintained i n the United Nations General Fund. 

( j ) F i x e d a s s e t s , c o n s i s t i n g of f u r n i t u r e , equipment, e t c . are not i n c l u d e d 
i n the a s s e t s of the Centre. A c q u i s i t i o n s are charged a g a i n s t budget accounts i n 
the year of purchase. 

(k) M i s c e l l a n e o u s income: 

( i ) Refunds of expenditures which had been charged i n the same f i n a n c i a l 
p e r i o d a g a i n s t the budgetary accounts are c r e d i t e d a g a i n s t the same 
accounts, but refunds of expenditure r e l a t i n g to the p r i o r periods are 
c r e d i t e d to m i s c e l l a n e o u s income; 
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( i i ) A l l monies accepted f o r purposes s p e c i f i e d by the donors are t r e a t e d as 
t r u s t funds or s p e c i a l accounts. However, monies accepted i n r e s p e c t of 
which no purpose i s s p e c i f i e d a re t r e a t e d as m i s c e l l a n e o u s income; 

( i i i ) The proceeds from the s a l e of s u r p l u s property, the purchase of which was 
fi n a n c e d by the General Fund, are c r e d i t e d to the m i s c e l l a n e o u s income of 
t h a t fund. M i s c e l l a n e o u s income a r i s i n g on t e c h n i c a l co-operation 
a c t i v i t i e s i s accounted f o r as d e s c r i b e d i n subparagraph (m) ( i v ) below. 

(1 ) Savings on l i q u i d a t i o n of General Fund p r i o r p e r i o d s o b l i g a t i o n s are 
c r e d i t e d d i r e c t l y to the s u r p l u s account of t h a t fund. Savings on t e c h n i c a l 
c o - o p e r a t i o n o b l i g a t i o n s are accounted f o r as d e s c r i b e d i n subparagraph (m) ( v i ) 
below. 

(m) T e c h n i c a l co-operation accounts: 

( i ) The t e c h n i c a l co-operation f i n a n c i a l statements r e p o r t on the a c t i v i t i e s 
f i n a n c e d by the U n i t e d Nations Development Programme (UNDP) and the t r u s t 
funds; 

( i i ) A l l o c a t i o n income - UNDP. The f i g u r e s f o r a l l o c a t i o n income from UNDP 
are the same as reported f o r t o t a l expenditure i n l i n e w i t h UNDP 
procedures which r e q u i r e t h a t a l l o c a t i o n s be a d j u s t e d to equal a c t u a l 
expenditure; 

( i i i ) C o n t r i b u t i o n income - t r u s t funds. C o n t r i b u t i o n s from Governments or 
other donors a r e recorded upon r e c e i p t of the c o n t r i b u t i o n or upon 
approval of the p r o j e c t by the donor. A l l monies accepted f o r purposes 
s p e c i f i e d by the donor are t r e a t e d as t r u s t funds or s p e c i a l accounts. 
Separate t r u s t funds are s e t up f o r each p r o j e c t as approved by the donor 
and the r e c i p i e n t country. Schedules to the f i n a n c i a l statements are 
prese n t e d showing p r i o r year and c u r r e n t year expenditure together with a 
c o n s o l i d a t e d schedule f o r the biennium; 

( i v ) I n t e r e s t and mi s c e l l a n e o u s income. I n t e r e s t and m i s c e l l a n e o u s income 
a r i s i n g from UNDP a c t i v i t i e s are c r e d i t e d to the o p e r a t i n g fund accounts 
maintained w i t h t h a t o r g a n i z a t i o n . I n t e r e s t a c c r u i n g from the short-term 
investment of t r u s t funds i s c r e d i t e d f i r s t to the o p e r a t i n g r e s e r v e to 
main t a i n t h a t r e s e r v e a t the agreed l e v e l ( s e e subpara, ( x i ) below), then 
to support c o s t s to meet any annual d e f i c i t a t t r i b u t a b l e to currency 
f l u c t u a t i o n s and t h e r e a f t e r to donors' funds. T r u s t fund m i s c e l l a n e o u s 
income a c c r u i n g from the s a l e of s u r p l u s property or refunds of 
expenditure are c r e d i t e d to the p r o j e c t from which the purchase or 
expenditure was o r i g i n a l l y f i n a n c e d . I f the p r o j e c t i s c l o s e d , t h i s 
income i s c r e d i t e d to the donor; 

(v) Unspent a l l o c a t i o n s / d e f e r r e d income - UNDP. The unspent balance of 
a l l o c a t i o n s i s s u e d f o r the c u r r e n t year, together w i t h a l l o c a t i o n s i s s u e d 
f o r f u t u r e y e a r s , i s r e f l e c t e d as an a s s e t and as d e f e r r e d income. 
Unspent a l l o c a t i o n s f o r UNDP-financed p r o j e c t s are based on the p r o j e c t 
budgets. Unspent a l l o c a t i o n s f o r UNDP-administered t r u s t funds are based 
on a l l o c a t i o n a d v i c e s i s s u e d by UNDP; 
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( v i ) U n l i q u i d a t e d o b l i g a t i o n s f o r the c u r r e n t p e r i o d i n r e s p e c t of 
UNDP-financed a c t i v i t i e s remain v a l i d f o r 12 months f o l l o w i n g the end of 
the year, r a t h e r than the biennium, to which they r e l a t e . However, i n 
accordance w i t h UNDP r e p o r t i n g requirements, e x e c u t i n g agencies may 
r e t a i n u n l i q u i d a t e d o b l i g a t i o n s beyond 12 months when a f i r m l i a b i l i t y to 
pay s t i l l e x i s t s ; such l i a b i l i t i e s are reported as accounts payable i n 
the f i n a n c i a l statements. Savings i n the l i q u i d a t i o n of p r i o r p e r i o d 
o b l i g a t i o n s are c r e d i t e d to i n d i v i d u a l p r o j e c t s as a r e d u c t i o n of c u r r e n t 
p e r i o d expenditure i n accordance w i t h UNDP r e p o r t i n g requirements; 

( v i i ) U n l i q u i d a t e d o b l i g a t i o n s f o r f u t u r e y e a r s are reported as d e f e r r e d 
charges and as a separate l i a b i l i t y item; 

( v i i i ) A system of average c o s t i n g i s used f o r UNDP p r o j e c t s whereby those 
elements of e x p e r t s ' a c t u a l c o s t s which are unique to the i n d i v i d u a l 
expert are charged to UNDP p r o j e c t s a t average c o s t , c a l c u l a t e d by 
appor t i o n i n g those c o s t s over a l l UNDP p r o j e c t s i n r e s p e c t of which 
expert-months have been d e l i v e r e d i n the c u r r e n t p e r i o d ; 

( i x ) A system of standard c o s t s i s a p p l i e d to t r u s t fund p r o j e c t s . P r o j e c t s 
are charged a t standard c o s t s f o r the p r o v i s i o n of e x p e r t s ' s e r v i c e s , the 
annual d i f f e r e n c e between the standard a p p l i e d and the a c t u a l c o s t s 
i n c u r r e d being t r a n s f e r r e d to the op e r a t i n g r e s e r v e (see subpara, ( x i ) 
below); 

(x) Loss or ga i n on exchange. Any exchange d i f f e r e n c e i n c u r r e d i n r e s p e c t of 
UNDP p r o j e c t s i s d e b i t e d or c r e d i t e d to the op e r a t i n g fund maintained 
w i t h t h a t o r g a n i z a t i o n . Any d i f f e r e n c e s a c c r u i n g on t r u s t fund p r o j e c t s 
i n r e s p e c t of normal day-to-day t r a n s a c t i o n s i s borne by the appropriate 
p r o j e c t budgets. Those currency f l u c t u a t i o n s which cannot be a t t r i b u t e d 
to any p a r t i c u l a r p r o j e c t are d e b i t e d / c r e d i t e d to the op e r a t i n g r e s e r v e 
(see subpara, ( x i ) below); 

( x i ) Operating r e s e r v e - t r u s t funds. The Centre's p o l i c y i s to maintain t h i s 
r e s e r v e a t a predetermined l e v e l ( c u r r e n t l y $700,000) and agreement has 
been reached w i t h donors t h a t the f i r s t charge upon i n t e r e s t w i l l be for 
the purpose of m a i n t a i n i n g the r e s e r v e a t t h a t l e v e l ; 

( x i i ) T r u s t fund donors' fund b a l a n c e s . These funds comprise the unobligated 
balance of a l l o c a t i o n s , c o n t r i b u t i o n s not y e t a l l o c a t e d , r e s i d u a l 
balances of c l o s e d p r o j e c t s , i n t e r e s t , and mi s c e l l a n e o u s income, 
i n c l u d i n g those items d e s c r i b e d under subparagraph ( i v ) . These funds are 
h e l d pending i n s t r u c t i o n s from the donor as to t h e i r d i s p o s a l and are 
c o n s t a n t l y under review i n the course of con t i n u i n g d i s c u s s i o n s which are 
maintained w i t h a l l donors. 

(n) Income a c c r u i n g from the s a l e of any t r a i n i n g pack or s i m i l a r item 
f i n a n c e d from t r u s t fund r e s o u r c e s i s c r e d i t e d to the T r a i n i n g Pack Revolving Fund 
(statement V I ) and u t i l i z e d to f i n a n c e the c o s t s of r e p r i n t i n g , t r a n s l a t i o n and 
other r e l a t e d c o s t s . 

(o) Income a c c r u i n g from the s a l e of e l e c t r o n i c d a t a - p r o c e s s i n g s e r v i c e s 
f i n a n c e d from t r u s t fund re s o u r c e s i s c r e d i t e d to the ICC/EDP Revolving Fund 
(statement V I I ) and u t i l i z e d to fi n a n c e the p r o v i s i o n of f u r t h e r s e r v i c e s . 
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(p) S p e c i a l accounts f o r programme support c o s t s : 

( i ) Reimbursement f o r programme support c o s t s i s provided f o r i n r e s p e c t of 
extrabudgetary t e c h n i c a l co-operation a c t i v i t i e s and accounted f o r i n the 
support c o s t s fund. The reimbursement i s c a l c u l a t e d as a percentage of 
the programme res o u r c e s expended; 

( i i ) I n the i n t e r i m and b i e n n i a l f i n a n c i a l statements of the Centre, the 
account f o r programme support c o s t s (statement I V ) i s shown s e p a r a t e l y 
from the extrabudgetary funds (statement V) from which i t s income d e r i v e s ; 

( i i i ) U n l i q u i d a t e d o b l i g a t i o n s i n r e s p e c t of s p e c i a l accounts f o r programme 
support c o s t s are accounted f o r on the same b a s i s as f o r the programme 
budget; 

( i v ) Any balance i n the support c o s t s fund i s c a r r i e d forward to the next 
biennium; 

(v) An o p e r a t i n g r e s e r v e i s maintained to meet contingent l i a b i l i t i e s . 
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