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Letters of transmittal

8 May 2002

Pursuant to financial regulation 11.4, I have the honour to submit the
2000-2001 biennial accounts of the United Nations Institute for Training and
Research as at 31 December 2001, which I hereby approve.

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

(Signed) Marcel A. Boisard
Executive Director

United Nations Institute for Training and Research

The Chairman
The Board of Auditors
United Nations
New York
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27 June 2002

I have the honour to transmit to you the financial statements of the United
Nations Institute for Training and Research for the biennium 2000-2001 ended 31
December 2001, which were submitted by the Executive Director. These statements
have been examined and include the audit opinion of the Board of Auditors.

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

(Signed) Shauket A. Fakie
Auditor-General of the Republic of South Africa

and Chairman
United Nations Board of Auditors

The President of the
General Assembly of
the United Nations
New York
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Chapter I
Financial report for the biennium ended 31 December 2001

Introduction

1. The Executive Director has the honour to submit herewith the financial report,
together with the accounts for the biennium ended 31 December 2001, of the United
Nations Institute for Training and Research (UNITAR).

Statement I
Income and expenditure and changes in reserves and fund balances

General Fund

2. Of the amount of $758,771 shown in statement I under voluntary
contributions, $721,934 was received from Governments. In addition, the Institute
received $778,395 as programme support income, $54,656 as other income and
$85,600 as interest income, for a total income of $1,677,422. Expenditures for the
biennium amounted to $1,790,253, which resulted in a shortfall of income over
expenditure of $112,831. The savings on prior-period obligations of $22,932
reduced the shortfall. The reserve and fund balance at the end of December 2001
amounted to $772,520.

Special-Purpose Grants Fund

3. A total amount of $10,696,605 was received as grants. Total income in this
fund was $11,274,136 after the inclusion of interest income and miscellaneous
income. Total expenditure was $9,032,399, resulting in an excess of income over
expenditure of $2,216,059 for the special-purpose grants taken as a whole. After the
inclusion of transfers from other funds of $3,940, refunds to donors of $213,336 and
savings on prior-period obligations of $97,732 the fund balance amounted to
$4,482,891.

Activities financed by the United Nations Development Programme

4. The total amount allocated by the United Nations Development Programme
(UNDP) was $937,804. Total expenditure amounted to $937,804, including
programme support costs of $57,453.

Statement II
Assets, liabilities, reserves and fund balances

General Fund

5. The assets of the General Fund amounted to $833,849, including cash of
$790,503, pledged contributions receivable of $35,400 and other accounts
receivable of $7,946. Liabilities consisted of contributions received in advance of
$26,400 accounts payable of $258 and unliquidated obligations of $34,671. The
operating reserve amounted to $133,781 and the cumulative surplus to $638,739.
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Special-Purpose Grants Fund

6. Total assets of $4,919,367 included cash of $4,823,346, inter-fund balances
receivable of $44,872 and other accounts receivable of $51,149. Liabilities consisted
of unliquidated obligations of $374,111 and other accounts payable of $62,365.

7. The fund balance relating to projects funded by donors was $4,482,891 as at
31 December 2001.

Activities financed by the United Nations Development Programme

8. Assets consisted of inter-fund balances receivable of $73,943 and other
accounts receivable of $379,922.

9. Liabilities included unliquidated obligations of $448,371 and other accounts
payable of $5,494.

Statement IV
Status of expenditures against approved budget

10. Statement IV gives the status of General Fund expenditures against the
approved budget for the biennium 2000-2001. Total expenditures amounted to
$1,790,253. The breakdown of expenditures by major object of expenditure is as
follows:

Object of expenditure United States dollars Per cent

Staff and other personnel costsa 1 370 331 76.55

Travel 86 136 4.81

Contractual services 11 424 0.64

Operating expenses 202 091 11.29

Acquisitions 37 632 2.10

Other 82 639 4.61

Total 1 790 253 100.00

a Includes fixed- and short-term staff, individual contractors, consultants’ fees and travel.
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Annex
Supplementary information

1. The present annex includes an explanation of the double-accounting contained
in the financial statements along with information the Secretary-General is required
to report.

Double-counting in the financial statements

2. The Institute’s financial statements for individual funds contain elements of
double-counting of income and expenditure totalling $778,395. These amounts have
been eliminated from the income and expenditure figures shown in the total columns
of statement I.

Write-off of losses of property

3. Property losses of $45,492 (based on their original cost) were written off in
accordance with financial rule 110.15 during the biennium 2000-2001. Those write-
offs brought the recorded balances of the properties to the same levels as those
shown in the property records for the actual quantities on hand. The details of the
amounts written off were reported to the Board of Auditors in accordance with the
provisions of financial rule 110.14 (b).
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Chapter II
Report of the Board of Auditors

Summary
The Board of Auditors has audited the operations of the United Nations

Institute for Training and Research (UNITAR) in Geneva and its financial statements
for the biennium ended 31 December 2001.

The Board’s main findings are as follows:

(a) The programme support cost rates applied to projects is sometimes too
low to fully cover the costs;

(b) UNITAR does not list the beneficiaries of its programmes by groups of
countries and is not able to provide precise information by country category (namely,
developed countries, countries in transition and developing countries);

(c) The discrepancy, outlined by the General Assembly in its resolutions
55/208 and 56/208, between the decline in contributions to the General Fund and the
increase in participation in the Institute’s core programme, is continuing.

The Board made recommendations with regard to support cost rates and the
participation of developing countries in the training programmes.

A list of the main recommendations is set out in paragraph 12 of the report.
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A. Introduction

1. The Board of Auditors has audited the financial statements of the United
Nations Institute for Training and Research (UNITAR) for the biennium 2000-2001
in accordance with General Assembly resolution 74 (I) of 7 December 1946. The
audit was conducted in conformity with article XII of the Financial Regulations and
Rules of the United Nations and the annex thereto and the common auditing
standards of the Panel of External Auditors of the United Nations, the specialized
agencies and the International Atomic Energy Agency. Those standards require that
the Board plan and perform the audit to obtain reasonable assurance as to whether
the financial statements are free from material misstatement.

2. The audit was conducted to enable the Board to form an opinion as to whether
the expenditures recorded in the financial statements for the biennium 2000-2001
had been incurred for the purposes approved by the governing bodies, whether
income and expenditures had been properly classified and recorded in accordance
with the Financial Regulations and Rules and whether the financial statements of
UNITAR presented fairly the financial position as at 31 December 2001.

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

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

5. In the biennium 2000-2001, the Board examined the follow-up of its previous
recommendations and the compliance of UNITAR with statutory regulations
regarding programme beneficiaries.

6. The Board continued its practice of reporting the results of specific audits in
management letters containing detailed observations and recommendations to the
Administration.

7. The present report covers matters that, in the opinion of the Board, should be
brought to the attention of the General Assembly. The Board’s observations and
conclusions were discussed with the Administration, whose views, where
appropriate, have been reflected in the present report.

8. A summary of the Board’s main recommendations is contained in paragraph
12. The detailed findings are reported in paragraphs 14 to 35.

1. Previous recommendations not fully implemented

9. In accordance with section A, paragraph 7, of General Assembly resolution
51/225 of 3 April 1997, the Board has reviewed the action taken by UNITAR to
implement the recommendations made in the Board’s report relating to the biennium
1996-1997a and confirms that there are no outstanding matters.

__________________
a Official Records of the General Assembly, Fifty-third Session, Supplement No. 5D

(A/53/5/Add.4), chap. II.
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10. In accordance with General Assembly resolution 48/216 B of 23 December
1993, the Board also reviewed the measures taken by the Administration to
implement the recommendations made in its report for the period ended 31
December 1999.a Details of the action taken and the comments of the Board are set
out in the annex to the present report.

11. The General Assembly, in its resolution 52/212 B of 31 March 1998, accepted
the recommendations of the Board of Auditors for improving the implementation of
its recommendations approved by the Assembly subject to the provisions contained
in the resolution. The Board’s proposals, which were transmitted to the Assembly in
a note by the Secretary-General (A/52/753, annex), included the following main
elements:

(a) The need for the specification of timetables for the implementation of
recommendations;

(b) The disclosure of office-holders to be held accountable;

(c) The establishment of an effective mechanism to strengthen oversight in
regard to the implementation of audit recommendations. Such a mechanism could be
in the form of either a special committee comprising senior officials or a focal point
for audit and oversight matters.

The Board noted that the Administration had generally complied with those
requirements.

2. Main recommendations

12. The Board’s main recommendations are that UNITAR should:

(a) Apply a lower support cost rate only after certifying in writing that
the funding of the project would otherwise be jeopardized (para. 23);

(b) Update its database so that the Executive Director’s report includes a
breakdown of participants in training programmes by country category (para.
29);

(c) Address the discrepancy outlined by the General Assembly between
the decline in contributions to the General Fund of the Institute and the
increase in industrialized countries’ participation in its programmes (para. 34).

13. The Board’s other recommendations are shown in paragraphs 20 and 25.

B. Financial issues

1. Financial situation of the General Fund: voluntary contributions

14. The UNITAR financial statements, which are kept on a fund accounting basis,
reflect three categories of funds, all funded by voluntary contributions: the General
Fund, the Special-Purpose Grants Fund and activities financed by the United
Nations Development Programme (UNDP). Contributions accounted for in the last
two funds are earmarked for specific projects to be carried out by UNITAR.
Contributions to the General Fund are not earmarked; they fund both the

__________________
a Ibid., Fifty-fifth Session, Supplement No. 5D (A/55/5/Add.4), chap. II.
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administrative expenses and the training programme for international cooperation
and multilateral diplomacy.

15. There has been a decline in the level of voluntary contributions credited to the
General Fund ($903,410 in 1998-1999 and $758,771 in 2000-2001) and in the
number of donor countries (38 in 1998-1999 and 32 in 2000-2001, with pledges
from two of them unpaid as at 31 December 2001). Only four countries contribute
significantly to the General Fund, to a total of 60 per cent of all contributions made
in 2000-2001. As a consequence, the shortfall of income over expenditure amounted
to $112,831 ($130,879 after prior-period adjustments). Considering the level of
General Fund reserves ($772,520), continuity of operations might be of concern in
future years if the present trend is not reversed.

16. This financial fragility led the General Assembly, in its resolution 55/208 of 20
December 2000, to encourage the Board of Trustees of the Institute to continue its
efforts to resolve the critical financial situation, in particular with a view to
broadening its donor base and increasing the contributions made to the General
Fund. This encouragement was repeated by the Assembly in its resolution 56/208 of
21 December 2001. UNITAR has attempted to collect more contributions, but its
fund-raising efforts have been unsuccessful. The Board of Trustees in May 2002
established a committee, initially composed of six Trustees, to assist the Executive
Director in fund-raising tasks.

2. United Nations system accounting standards

17. The Board assessed the extent to which the UNITAR financial statements for
the biennium ended 31 December 2001 conformed to the United Nations system
accounting standards. The review indicated that the presentation of the financial
statements was generally consistent with the standards, except to the extent of the
issues raised in the present report.

3. Operating reserves

18. Administrative instruction ST/AI/284 of 1 March 1982 relative to general trust
funds states that normally, an operating cash reserve at a constant level of 15 per
cent of estimated annual expenditures is to be maintained during the implementation
of trust fund activities to cover shortfalls and is to be utilized to meet the final
expenditures under the trust fund, including any liquidating liabilities. The
instruction ST/AI/285 of the same date applies the same rule to technical
cooperation trust funds.

19. This reserve ($133,781) is maintained for the General Fund to cover any
exceptional expenditure should UNITAR run into difficulties. However, none is
maintained for the Special-Purpose Grants Fund or for activities financed by UNDP.
UNITAR has approximately 80 separate trust fund accounts, with a reserve and fund
balance of $4,482,891 at the end of 2001. All expenditure is planned in advance, and
normally a detailed budget is agreed upon with donors. Consequently, UNITAR
considers that over-expenditure is not possible since the Integrated Management
Information System (IMIS) accounting system has been in place and that to retain
15 per cent of a project expenditure would be overly prudent, as a serious cash-flow
problem could be created.
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20. The Board recommends that UNITAR continue to monitor the potential
need for a Special-Purpose Grants Fund reserve and set up such a reserve in
line with administrative instructions ST/AI/284 and ST/AI/285 as soon as it is
warranted by the circumstances.

4. Programme support income

21. Voluntary contributions ($758,771) and programme support income ($778,395)
are the main sources of income for the General Fund. Programme support costs are
levied on projects funded by the Special-Purpose Grants Fund ($720,942) and
UNDP ($57,453). Those monies are credited to the General Fund, since they are
aimed at covering overhead costs.

22. UNITAR has had difficulty in persuading donors to apply the standard United
Nations rate for programme support of 13 per cent of actual expenditures. It is very
often compelled to lower the support cost rate applicable to a project. During the
biennium 2000-2001, out of 76 Special-Purpose Grants Fund projects, the standard
rate was applied to only about half. The other rates were 12 per cent (7 projects), 10
per cent (2 projects), 9.5 per cent (1 project), 8 per cent (1 project), 7 per cent (5
projects), 6.5 per cent (8 projects) and 5 per cent (13 projects). The consequence is a
loss of income for UNITAR that can be estimated at some $359,000 on $8.3 million
in the Special-Purpose Grants Fund, which generated only $720,924 in actual
programme support income. UNITAR agrees that every effort must be made to
ensure that the programme support cost rate is levied at 13 per cent, and has begun
to document details of projects for which a programme support cost rate of less than
13 per cent is used. This document will contain the authorization of the Executive
Director and reasons for the use of the lower rate. Concerning UNDP, support
services for policy and programme development projects and support for technical
services at the project level do not incur programme support costs. These projects
are standard UNDP projects that are used throughout the United Nations agencies
for which the rules have been established by UNDP. UNITAR informed the Board
that for administrative and operational services projects, it would endeavour to
ensure that the standard rate of 10 per cent is used and would document any projects
using a lower rate in the manner described for Special-Purpose Grants Fund grants.

23. The Board encouraged UNITAR to remind donors of support cost rules
and recommended, with the agreement of UNITAR, to apply a lower support
cost only after documenting that the funding of the project would otherwise be
jeopardized.

5. Separation costs for staff members entitled to international benefits

24. The accrued net liability for the end-of-service benefits of all active
employees, as disclosed in note 4 to the financial statements, was $810,000 as at 31
December 2001. Among those employees, 19 (12 as at 31 December 1999) were
entitled to international benefits in terms of repatriation grants and related relocation
expenditures upon their termination from the Institute, based on the number of years
of service. The Institute’s total liability for such unpaid repatriation and relocation
entitlements as at 31 December 2001 was estimated at approximately $397,000.
IMIS registers a reserve of 8 per cent of net salaries to cover future separation costs,
in compliance with the IMIS payroll posting rules. But this reserve concerns only
the regular budget, and there is no reserve for UNITAR staff members funded from
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extrabudgetary resources. Consequently, when a staff member leaves UNITAR, the
end-of-service costs are charged to the project to which his or her salary was
attached, which may lead to an unexpected reduction in that project’s deliverables in
order to offset the cost. During the biennium 2000-2001, three staff members who
are entitled to international benefits left UNITAR and received $75,574.

25. The Board considers that, especially in view of the limited and decreasing
resources of UNITAR, this is a matter of concern and recommends that
UNITAR provide for separation costs for non-regular budget staff members
entitled to international benefits, while reviewing, in conjunction with the
United Nations and other funds and programmes, the funding mechanism and
targets for after-service benefits to provide for the full estimated liability.

6. Write-off of losses of cash, receivables and property

26. UNITAR informed the Board that during the biennium 2000-2001 it had
written off a total of $45,491. This comprised $27,670 for obsolete equipment,
$9,530 for items left in a building that UNITAR vacated in December 1998 and
$8,291 in equipment presumed to be lost or stolen.

7. Ex gratia payments

27. No ex gratia payments were reported during the period.

C. Management issues

1. Statistics by groups of countries

28. Article II of the UNITAR statute states that the Institute shall provide training
at various levels to persons, particularly from developing countries. Since the
creation of UNITAR, training programmes have benefited 46,815 participants, but
UNITAR has not listed them by country and cannot assess the share of developing
countries in the total of UNITAR beneficiaries.

29. The Board recommended that UNITAR update its database so that the
Executive Director’s report includes a breakdown of participants in training
programmes by country category, and UNITAR agreed.

2. Country contributions and participation in the core training programme

30. The UNITAR statute (article VIII) states that one of the programmes, related to
training for international cooperation and multilateral diplomacy and designated as
the core training programme, should benefit primarily persons from developing
countries. Activity reports, which cover a two-year period from 1 July, show that
participants from developing countries are indeed the main beneficiaries (60 per
cent during the period from 1 July 1998 to 30 June 2000). However, their proportion
has decreased, from 70 per cent in the period 1992-1994 to 60.5 per cent in 1998-
2000, while the share of participants from industrialized countries has more than
doubled (from 13 per cent in 1992-1994 to 29 per cent in 1998-2000), as shown in
the figure below.
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Participation in UNITAR training programmes
(percentage)

31. In its resolutions, the General Assembly has repeatedly stressed the discrepancy
between country contributions to the General Fund of the Institute and country
participation in its programmes. In its resolution 53/195 of 15 December 1998, the
Assembly encouraged UNITAR to continue its efforts to address the discrepancy
between the contributions to the General Fund of the Institute and participation in its
programmes. In its resolution 54/229 of 22 December 1999, the Assembly once again
encouraged UNITAR to address the discrepancy between the decline in contributions
and the increase in participation in its programmes. In its resolution 55/208, the
Assembly called upon developed countries, which were increasingly participating in the
training programmes conducted in New York and Geneva, to make contributions or
consider increasing their contributions to the General Fund. In its resolution 56/208, the
Assembly renewed its appeal to Governments, in particular those of developed
countries, and to private institutions that had not yet contributed financially or
otherwise to the Institute, to give it their generous financial and other support.

32. However, in the current biennium only seven industrialized countries have
contributed to the UNITAR General Fund, and their contributions amounted to 58
per cent of the total. Industrialized countries have an increasing number of
participants in this programme without an increase in their contributions to the
General Fund. Therefore, the General Assembly requests have received no response
so far. The Board of Trustees in May 2002 established a committee, composed of six
Trustees, to assist the Executive Director in addressing the discrepancy outlined by
the Assembly.
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33. While the UNITAR statute (article III) states that the Board of Trustees shall
determine the conditions of admission of participants in the Institute’s programmes,
courses and meetings, there are no rules determining the conditions of admission to
the UNITAR core training programme.

34. The Board recommends that UNITAR issue guidelines addressing the
discrepancy outlined by the General Assembly between the decline in
contributions to the General Fund of the Institute and the increase in
industrialized countries’ participation in its programmes, and to comply with
article III, paragraph 2, of its statute.

3. Cases of fraud and presumptive fraud

35. No cases of fraud or presumptive fraud were reported to the Board during the
biennium 2000-2001.

D. Acknowledgement

36. The Board of Auditors wishes to express its appreciation for the cooperation and
assistance extended by the Executive Director and the staff of the United Nations
Institute for Training and Research during its audit.

(Signed) Shauket A. Fakie
Auditor-General of the Republic of South Africa

(Signed) Guillermo N. Carague
Chairman, Philippine Commission on Audit

(Signed) François Logerot
First President of the Court of Accounts of France

27 June 2002
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Annex
Follow-up on action taken to implement the
recommendations of the Board of Auditors in its
report for the biennium ended 31 December 1999a

The Board has followed up on the action taken by the United Nations Institute
for Training and Research (UNITAR) to implement its recommendations made in
the context of its report for the biennium ended 31 December 1999. Table A.1
summarizes the status of implementation of all the previous recommendations, while
table A.2 details specifically those recommendations not implemented and those
recommendations under implementation that require comment.

A total of 11 recommendations were made in the audit for the biennium 1998-
1999. Of the 11 recommendations, 9 (82 per cent) was implemented, 1 (9 per cent)
was under implementation and 1 (9 per cent) remained unimplemented.

Table A.1
Summary of status of implementation of recommendations for the
biennium 1998-1999

Topic Implemented
Under

implementation
Not

implemented Total

A. Financial issues

Accounts and financial reporting Para. 10 (a), (b)
and (d)

- - -

Write-offs - Para. 22 - -

Subtotal

Number 4 1 1 6

Percentage 66.6 16.7 16.7 100

B. Management issues

Procurement Para. 10 (c)
and (e)

- - -

Programme management Para. 43 Para. 28

Financial management Para. 10 (f)

Consultants Para. 10 (g)

Personnel Para. 10 (h)

Subtotal

Number 5 0 0 5

Percentage 100 0 0 100

Total

Number 9 1 1 11

Percentage 82 9 9 100

__________________
a Official Records of the General Assembly, Fifty-fifth Session, Supplement No. 5D

(A/55/5/Add.4), chap. II.
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Table A.2
Details on previous recommendations under implementation or not implemented for the
biennium 1998-1999

Component/area of concern Recommendation Specific management action/comments Comments of the Board

Deficit balance and
write-off, para. 22

UNITAR should appraise the
recoverability of the
remaining deficit balances
and write off any amounts
that are not recoverable.

UNITAR has cleared two of
the three deficit balances.
The most important part of
the third balance of $33,227
refers to a payment made by
the United Nations Office at
Geneva, without referring to
UNITAR, to a staff member
leaving the Institute.

Under implementation.

The Board will follow up
on this matter.

UNDP projects,
para. 28

UNITAR should obtain from
UNDP supporting
documentation for the
outstanding inter-office
vouchers, in the absence of
which UNITAR should
agree with UNDP on how
the amounts concerned
should be cleared.

The balance of $23,919
remains unidentified. In
letters dated 6 February
2001 and 11 March 2002 and
in a reminder e-mailed on 8
May, UNDP was formally
requested to write off this
balance as charges against
closed projects. UNDP has
not replied.

Not implemented.

The Board expects a
prompt answer from
UNDP.
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Chapter III
Audit opinion

We have audited the accompanying financial statements, comprising
statements I to VI, schedules 5.1 and 6.1 and the supporting notes, of the United
Nations Institute for Training and Research for the biennium ended 31 December
2001. The financial statements are the responsibility of the Executive Director. Our
responsibility is to express an opinion on those financial statements based on our
audit.

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

In our opinion, these financial statements present fairly, in all material
respects, the financial position as at 31 December 2001 and the results of operations
and cash flows for the period then ended in accordance with the Institute’s stated
accounting policies set out in note 2 to the financial statements, which were applied
on a basis consistent with that of the preceding financial period.

Further, in our opinion, the transactions of the Institute which we have tested
as part of our audit have, in all significant respects, been in accordance with the
Financial Regulations and legislative authority.

In accordance with article XII of the Financial Regulations, we have also
issued a long-form report on our audit of the Institute’s financial statements.

(Signed) Shauket A. Fakie
Auditor-General of the Republic of South Africa

(Signed) Guillermo N. Carague
Chairman, Philippine Commission on Audit

(Signed) François Logerot
First President of the Court of Accounts of France

27 June 2002
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Chapter IV
Certification of the financial statements

1. The financial statements of the United Nations Institute for Training and
Research for the biennium ended 31 December 2001 have been prepared in
accordance with financial rule 111.4.

2. The summary of significant accounting policies applied in the preparation of
these statements is included as notes to the financial statements. These notes provide
additional information and clarification of the financial activities undertaken by the
Organization during the period covered by the statements, for which the Secretary-
General has administrative responsibility.

3. I certify that the appended financial statements of the United Nations Institute
for Training and Research, numbered I to VI, are correct.

(Signed) Jean-Pierre Halbwachs
Assistant Secretary-General, Controller

6 May 2002
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Chapter V
Financial statements for the biennium ended 31 December 2001

UNITED NATIONS INSTITUTE FOR TRAINING AND RESEARCH ALL FUNDS SUMMARYa

Statement of income and expenditure and changes in reserves and fund balances for the biennium 2000-2001 ending 31 December 2001
(United States dollars)

a See note 3.
b For details by project, see Schedule 6.1.
c Reclassified to conform to current presentation.
d Effective this biennium, pledged contributions are considered as income.

The accompanying notes are an integral part of the financial statements.

UNITED NATIONS INSTITUTE FOR TRAINING AND RESEARCH ALL FUNDS SUMMARYa

Statement of assets, liabilities, reserves and fund balances as at 31 December 2001
(United States dollars)

a See note 3.
b Reclassified to conform to current presentation.

The accompanying notes are an integral part of the financial statements.

UNITED NATIONS INSTITUTE FOR TRAINING AND RESEARCH ALL FUNDS SUMMARYa

Statement of cash flows for the biennium 2000-2001 ending 31 December 2001
(United States dollars)

a See note 3.
b Reclassified to conform to current presentation.

The accompanying notes are an integral part of the financial statements.
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Notes to the financial statements

Note 1
The United Nations Institute for Training and Research and its activities

(a) The United Nations Institute for Training and Research (UNITAR) was
established in 1965 as an autonomous body within the United Nations for the
purpose of enhancing the effectiveness of the Organization through appropriate
training and research. UNITAR is governed by a Board of Trustees and is headed by
an Executive Director. The Institute is supported by voluntary contributions from
Governments, intergovernmental organizations, foundations and other non-
governmental sources.

(b) UNITAR develops, improves and extends training programmes in the
fields of international affairs management and in economic and social development.
The Institute’s functions may be summarized as follows:

(i) To conduct training programmes in multilateral diplomacy and
international cooperation for diplomats accredited to the United Nations and
national officials involved in work related to United Nations activities;

(ii) To carry out a wide range of training programmes in the field of social
and economic development, generally at the request of Governments,
multilateral organizations and public and private development cooperation
agencies;

(iii) To establish and strengthen cooperation with faculties and academic
institutions, in particular for the development of research and for training.

(c) Current UNITAR training programmes are presented under the following
titles:

(i) Multilateral diplomacy, negotiations and conflict resolution;

(ii) Preventive diplomacy, peacemaking and peacekeeping;

(iii) Environmental and natural resources management;

(iv) Debt and financial management and foreign economic relations;

(v) New information and communication technologies;

(vi) International migration policy;

(vii) Decentralized cooperation.

(d) UNITAR receives requests for programme design and implementation
from the United Nations Development Programme, the United Nations Environment
Programme and other United Nations bodies and the secretariats of United Nations
conventions (such as those of the United Nations Framework Convention on Climate
Change, the United Nations Convention to Combat Desertification and the Basel
Convention on the Control of Transboundary Movements of Hazardous Wastes and
Their Disposal). UNITAR has also developed a training programme on the London
Guidelines for the Exchange of Information on Chemicals in International Trade and
Prior Informed Consent Procedure, including on toxic chemicals and pollutant
release transfer registers. The Institute views this as a part of its mission to be an
effective training arm of the United Nations. With the new cooperative links being
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established with agencies and organs of the United Nations system, with
governmental and private development cooperation agencies and with training
institutes in industrialized and developing countries and countries in transition (in
Africa, Asia, Latin America and the Caribbean and Europe), the Institute is
becoming an increasingly important provider of training to a large constituency in
different sectors.

Note 2
Summary of significant accounting and reporting policies of the United Nations
Institute for Training and Research

(a) As provided in article VIII of its Statute, the UNITAR accounts are
maintained in accordance with the Financial Regulations of the United Nations as
adopted by the General Assembly, the rules formulated by the Secretary-General as
required under the regulations and administrative instructions issued by the Under-
Secretary-General for Management or the Controller. They also take fully into
account the United Nations system accounting standards, as adopted by the
Administrative Committee on Coordination. The Institute follows international
accounting standard 1 on the disclosure of accounting policies, as modified and
adopted by the Committee, as follows:

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

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

(iii) Financial statements should include clear and concise disclosure of all
significant accounting policies that have been used;

(iv) The disclosure of the significant accounting policies used should be an
integral part of the financial statements. The policies should normally be
disclosed in one place;

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

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

(b) The Institute’s accounts are maintained on a fund accounting basis.
Separate funds for general or special purposes may be established by the General
Assembly or the Executive Director. Each fund is maintained as a distinct financial
and accounting entity. Separate financial statements are prepared for each fund or
for a group of funds of the same nature.

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

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

(f) The Institute’s financial statements are presented in accordance with the
recommendations of the Working Party on Accounting Standards of the
Administrative Committee on Coordination.

(g) Income:

(i) Voluntary contributions from donors are recorded as income on the basis
of a written commitment to pay monetary contributions at specified times
within the current financial period;

(ii) Interest income includes all interest earned on deposits in various bank
accounts as well as investment income earned on marketable securities and
other negotiable instruments. All realized losses and net unrealized losses on
short-term investments are offset against investment income;

(iii) Miscellaneous income includes net income realized from revenue-
producing activities, income from the rental of premises, the sale of used or
surplus property, refunds of expenditures charged to prior periods, income
from net gains resulting from currency translations, settlements of insurance
claims, monies accepted for which no purpose was specified and other sundry
income;

(iv) Income received under interorganizational arrangements represents
allocations of funding from agencies to enable the Institute to administer
projects or other programmes on their behalf. The allocation income from
UNDP is determined taking into account interest and other miscellaneous
income against total expenditure;

(v) Income for future financial periods is not recognized in the current
financial period and is recorded as deferred income, as described below (para.
(j) (iv)).

(h) Expenditure:

(i) Expenditures are incurred against authorized allotments. Total
expenditures reported include unliquidated obligations and disbursements;
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(ii) Expenditures incurred for non-expendable property are charged to the
budget of the period when acquired and are not capitalized. The inventory of
such non-expendable property is maintained at historical cost;

(iii) Expenditures for future financial periods are not charged to the current
financial period and are recorded as deferred charges as described below (para.
(i) (ii));

(iv) The expenditures do not include possible costs to cover contingencies
under appendix D to the United Nations Staff Rules for personnel financed
under resources obtained from voluntary contributions to the UNITAR General
Fund and the Special-Purpose Grants Fund.

(i) Assets:

(i) Cash and term deposits comprise funds in demand-deposit accounts and
interest-bearing bank deposits;

(ii) Deferred charges normally comprise expenditure items that are not
properly chargeable in the current financial period. They will be charged as
expenditures in a subsequent period. These expenditure items include
commitments approved by the Controller for future financial periods in
accordance with financial rule 110.6. Such commitments are normally
restricted to administrative requirements of a continuing nature and to
contracts or legal obligations where long lead times are required for delivery;

(iii) Maintenance and repairs of capital assets are charged against the
appropriate budgetary accounts. Furniture, equipment, other non-expendables
and leasehold improvements are not included in the assets of the Institute.
Acquisitions are charged against budgetary accounts in the year of purchase.
The value of non-expendable property is disclosed in the notes to the financial
statements.

(j) Liabilities, reserves and fund balances:

(i) Commitments in respect of UNITAR relating to prior-period, current and
future financial periods are shown as unliquidated obligations. Current-period
obligations related to the General Fund and Special-Purpose Grants Fund
remain valid for 12 months following the end of the biennium to which they
relate. However, for the activities financed by UNDP, in accordance with
UNDP reporting requirements, executing agencies may retain unliquidated
obligations beyond 12 months when a firm liability to pay still exists. Savings
on the liquidation of prior-period obligations are credited to individual projects
as a reduction of current-period expenditure in accordance with UNDP
reporting requirements;

(ii) Operating and other types of reserves are included in the totals for
reserves and fund balances shown in the financial statements;

(iii) Unliquidated obligations for future years are reported both as deferred
charges and as unliquidated obligations;

(iv) Deferred income includes pledged contributions for future periods,
advance sales realized under revenue-producing activities and other income
received but not yet earned.
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(k) UNITAR salaries are charged to the budget on a net basis during the year
in which the services have been rendered. Income tax refunds are charged to the
year in which they are made to the staff member.

(l) The United Nations Institute for Training and Research is a member
organization of the United Nations Joint Staff Pension Fund, which was established
by the General Assembly to provide retirement, death, disability and related
benefits. The Pension Fund is a funded defined-benefit plan. The financial
obligation of the Institute to the Fund consists of its mandated contribution at the
rate established by the Assembly together with its share of any actuarial deficiency
payments under article 26 of the regulations of the Fund. Such deficiency payments
are payable only if and when the Assembly has invoked article 26 following a
determination that there is a requirement for deficiency payments based on an
assessment of the actuarial sufficiency of the Fund as at the valuation date. As at the
date of the current financial statement, the Assembly had not invoked that provision.

Note 3
All funds summary: income, expenditure and changes in reserves and fund
balances (statement I); assets, liabilities, reserves and fund balances (statement
II); and cash flows (statement III)

(a) Statements I, II and III contain financial results for the United Nations
Institute for Training and Research, which are totalled into three groups of related
funds and, after elimination, consolidated into a grand total reflecting all activities
of the Institute. This consolidated presentation should not be interpreted to mean
that any of the individual funds can be used for any purpose other than that for
which it is authorized. The three groups consist of:

(i) The General Fund;

(ii) The Special-Purpose Grants Fund;

(iii) Activities financed by UNDP.

(b) Statement I includes two calculations of the excess (shortfall) of income
over expenditure. The first calculation is based on income and expenditure only for
the current period in the biennium. The second calculation shown is a net one, which
includes any prior-period adjustments to income or expenditure.

(c) The cash flow summary statement is based on the indirect method of cash
flow statements covered by international accounting standard 7.

(d) Non-expendable property. In accordance with United Nations accounting
policies, non-expendable property is not included in the fixed assets of the Institute
but is charged against the current appropriations when acquired. The non-
expendable property, valued at historical cost, according to the cumulative inventory
records of the Institute, was $116,407 as at 31 December 2001.

Note 4
Liability for end-of-service and post-retirement benefits

(a) UNITAR has not specifically recognized in any of its financial accounts
liabilities for after-service health insurance costs or other types of end-of-service
payments that will be owed when staff members leave the Institute. In order to gain
a better understanding of the financial dimensions of the Institute’s liability for
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after-service health insurance, a consulting actuary was engaged by the United
Nations to carry out an actuarial valuation of post-retirement health insurance
benefits and, on the basis of the study, it was estimated that the Institute’s liability as
at 1 January 2001 projected to 31 December 2001 for after-service health insurance
benefits was as follows (in United States dollars):

Present value of future benefits Accrued liability

Gross liability 2 449 000 1 052 000

Offset from retiree contributions (563 000) (242 000)

Net liability 1 886 000 810 000

(b) The present value of future benefits figures shown above are the
discounted values of all benefits to be paid in future to all active employees
expected to retire. The accrued liabilities represent those portions of the present
value of benefits that have accrued from the date of the staff members’ entry on duty
until the valuation date. Active staff members’ benefits are fully accrued on the date
on which they become fully eligible for benefits.

(c) Staff members who separate from the Institute are entitled to be paid for
any unused vacation days they may have accrued up to a maximum of 60 days. The
Institute’s total liability for such unpaid accrued vacation compensation as at 31
December 2001 is estimated to be approximately $184,000.

(d) Some staff members are entitled to repatriation grants and related
relocation expenditures upon their termination from the Institute based on the
number of years of service. The Institute’s total liability for such unpaid repatriation
and relocation entitlement as at 31 December 2001 is estimated to be approximately
$397,000.
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