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Important Note to the Reader

The present study describes financial flows to &inth five UN agencies. Its main objective is to
describe how funds were utilized during the lastadie. It is largelypased on a compilationof
existing public documents, complemented by intervies at headquarters of agencies concerned and
two country visits.

The study ishot intended to be a review of efficiency or effenteness of UN agenciesHowever, it
makes certain observations and suggests furthéysaahat might be useful inputs into such future
analysis. Similarly, the study it an independent audit Coverage of audit issues in the report is
based on public documents presented and discugstt lagencies’ boards and used to highlight the
reliability of financial information.

As in any time bound studypverage of data and information is limited to docments published
between 2000 and 2010 The UN system has been going through continumgsovements. The
authors recognize some of the observations recardélis report, while valid for the period under
consideration, may have been addressed recentfyem are plans to do so soon. The report hasl note
some of these instances, but documenting them adl mot feasible. In the interest of being concise,
while covering all issues, this volume presenttiterl information and analysis and a thourough
explanation of sources while the accompanying veldnprovides a synopsis of the analysis, findings
and key sources. Volume 1 also makes certain re@dations aimed at accelerating ongoing
reforms, reconsidering specific aspects of how eigsnconduct their business and areas where further
studies may be warranted.

However, a critical message that should not beifostte volume of information provided is that UN
agencies, notably but not solely those involvethumanitarian aid, operate at times under extremely
difficult circumstances providing support to a ptation that is largely not served by other donors.




1. INTRODUCTION

1. Norad has hired IDC SA to carry out a study to dbaote to the understanding of financial
flows and current financial planning and budgetimgcesses of a select group of UN entities that are
important partners for Norway. Focus in the studyfioancial flows will be on the structure of
expenditures with a more summary mapping of reventiee scope of this study is limitedacet of

UN entities including UNDP, UNICEF, UNHCR, UNFPA ard WFP.

2. The study shall map the financial flows both atleadquarters and the country level, covering
the time period 2001 to 2010. It will focus on d®pments during most recent years, with more
cursory analysis of expenditures for earlier yedrthe past decade. The study is not intended tanbe
evaluation of UN development and humanitarian gmst®. Thus, assessment of the development
results achieved by the concerned organizatioheyend the scope of this study.

3. The study will include a description of the UN betigprocess and financial information that
can inform the debate concerning transparency, nisgaonal efficiency, accountability and
effectiveness of the organisations that form thgesut matter of this study. It will also point otlite
potential consequences of earmarked funding orcailon and prioritization decisions. The current
study will also make recommendations for furthealgsis. Finally, the study may provide a basis for
future programming of Norwegian participation in the governing bodies of the concerned
organisations in particular with respect to theiongoing budgetary process reforms and
earmarking.

4. As this report is neither an evaluation nor an atliere was no need to develog@ecific
methodologybeyond following the approach highlighted in thente of references, as clarified in the
Inception Report. Specifically, the review per2@d0s and the selection of agencies were pre-akfine
in the TORs. Furthermore, the study is basedsolelpublic documents, with factual and qualitativ
interpretations validated through a series of emgka with the UN agencies concerned. The report i
thus a compilation in a reader friendly format mfiormation from various sources that are not regadil
available in consolidated form in other document$e approach followed, described in detail in the
Annex, involved no a priori judgement or hypothesis avab largely a process of discovery . The
task assigned to the consultants was to track eijpees to its various components and building
blocks, with as much details as possible provid8tandard ratios and formats were used to faalitat
any cross-agency comparison. In addition, as egdiain the Inception Report, the consultants have
summarized factors that underpin the observed ahpea patterns. These include budgetary and
fiduciary systems, as well as information on altmra systems, cost recovery, staffing and so on.
Some of the recommendations of the report origifrat® UN documents and are restated only to the
extent they had not been fully addressed at the time review of documents was undertaken. The
others observations are either direct results efitidings or areas that in the opinion of the citasts
would warrant further analysis.




5. The present volume incorporates our findings on BNFUNICEF, WFP, UNHCR and
UNDP. 1t is focused on financial flows, builds aeview of publicly available documents
supplemented by exchanges with UN officials at eagbncy’'s headquarters and in Uganda and
Vietnam. While every effort has been made to hgsentost up-to-date data in the analysis, bulk

of the analysis of the report was undertaken dudiaguary-April 2011 when key data was only
avalilable till end 2009.The present volume does not incorporate 2010 dgor time series revised
recently. Furthermore, as each agency uses aatffeerminology for the same concept (e.g. core or
non-core) we have as much as possible harmonizedatiguage used in the synthesis report.
However, each agency’s own terminology is stilldige Volume 2 because of its greater focus on
individual institutions.




UNFPA



2. UNFPA

a. Role in Development

6. The United Nations Population Fund (UNFPA) desailis mission — defined mainly by the
International Conference on Population and Develapnin 1994 and the Millennium Development
Goals -- as to promote “the right of every womamnnand child to enjoy a life of health and equal
opportunity.” In this pursuit, the UNFPA “suppodsuntries in using population data for policied an
programmes to reduce poverty and to ensure thay @vegnancy is wanted, every birth is safe, every
young person is free of HIV and AIDS, and every givd woman is treated with dignity and respect.”
UNFPA provides assistance to 155 countries anddees, employing some 2000 staff worldwide in
2010. A major reorganization in 2008 reinforced UMFs decentralized structure; as a result, today 80
percent of UNFPA's staff work outside Headquartdiational execution of UNFPA funded projects is
a high priority in the current strategic plan. UN¥Bhares its Executive Board with the UNDP.

7. While a number of UN organizations have common abjes, they all have clear mandates,
and work together to complement each other in actgethese objectives. For example, UNFPA,
UNICEF and WHO are by their mandates active in cattiniog HIV and all contribute to MDG 6; as
another example, UN Women, UNFPA, UNICEF and UNDE all active in promoting gender
equality, and thus all contribute to MDG 3. UNFP&adquarters and country offices collaborate with
other UN agencies to avoid the risk for duplicatamactivities and to complement and support each
other in implementing programmes at all levels.

8. This report essentially builds on reviews of pubtlocuments available on the Internet,
supplemented with information received in meetimgdh UNFPA officials at Headquarters in New
York. This has made possible a fairly detailedytall expenditures for programme assistance by focus
area as well as for countries by regional groupihg®rmation regarding administrative expenditures
(the Biennial Support Budget) by broad expenditaadegories (salaries, consultants, operational
expenditures, etc.) is also documented in thisrtepo

b. Trends in resources

9. Table 2.1 shows trends in UNFPA'’s income over the past decéd a result of substantial
contributions from its major donors, overall resms have increased by, on average, 9.8 percent
annually during the 2001 — 2009 period, despiteclide in earmarked resources in 2009 associated
with the downturn in the global economy. Until 20Q@gular resources contributions increased
significantly slower than other, or earmarked, weses, resulting in a gradual decline in regular
resources as a share of total resources. (UNFRAugkss the term “co-financing resources” for what
UNICEF terms “other resources”.) It may be noteat tihe increase in regular resources share in total

! Volume 2 of the report follows the terminology facome and expenditures used by the respectivecagein the study.
Thus, in the case of UNFPA the term “regular resesit is used for what is called “core resourcesthie Volume 1
Synthesis Report; similarly, the term “other resagi’ is used for what is called “non-core resourge¥olume 1.




income noted in 2009 is due to the decline in otesources. As a result, regular resources acodunte
for nearly two-thirds of total resources in 2009.

Table 2.1 - UNFPA resources by type of revenue

US dollar millions, current prices

2001 2002 2003 2004 2005 2006 2007 2008 2009
Regular resources 268.7 260.1 292.3 331.7 365.8 389.3 457.1 4695 486.4
Contributions 258.3 250.1 288.5 3225 351.2 360.5 437.3 428.8 4694
Interest income 9.7 5.8 2.6 3.5 6.3 10.8 18.3 14.0 10.7
Other income 0.6 4.2 1.2 5.6 8.3 18.0 1.5 6.3
Other resources 127.8 113.0 1056 1745 199.2 216.2 2952 375.8 296.7
Contributions 123.5 132.1 210.0 286.2 366.1 269.2
Interest income 4.1 3.5 2.0 3.1 5.5 6.2 8.6 9.6 20.5
Other income 0.2 b/ b/ b/ b/ 0.4 0.2 7.0
b/
Total resources 396.4 373.1 397.9 506.1 565.3 6055 752.2 8453 783.1
Contributions 381.8 493.9 5449 5705 705.2 7949 758.2
Interest income 13.8 26.9 235 17.7
Other income 0.8 1.9 26.8 6.3
Of which Norway
Contribution 24.3 25.1 329 33.2 37.8 40.8 58.7 47.6 48.1
Rank as donor 4 4 3 5 3 3 3 4 3
Indicator
Regular resources as
share of total
67.8 69.7 73.5 65.3 64.5 63.2 59.4 53.9 62.1

contributions (%)

Notes a/ Private endowment trusts are included in Goutions, including a donation of US$18.7 from tiars Trust in

2007

b/ Other income included in interest income. Otiesources includes co-financing (trust funds, thenteust funds, and
other trust funds) Junior Professional Officersgpaanme and procurement services.
SourcesUNFPA. Annual report of the Executive Director #008.Statistical and financial review, 20[I8P/FPA/2009/2

(Part 1, Add.1)]. Annex I. Table 21; UNFPA Annuagport 2009; Global Policy Forum
.http://www.globalpolicy.org/images/pdfs/{UNFPA TomeA Donors 2009.pdf

10.

Contributions to regular and other resources havpassed the annual targets in the UNFPA

Strategic Plan. Compared to e.g. UNICEF, UNFPA &tceives a higher proportion of its income in
the form of voluntary regular contributions (heteafregular contributions) thus allowing for more

flexibility in planning for future activities. UNF®Rs Annual Reports publish pledges as well as
amounts actually paid by donor countries, revealidge and systematic under-payment in many cases.

11. Table 2.2below provides information on top 10 donors to MFuring the second half of the
2000s. This list is quite stable over time withtiNglands, Sweden and Norway (expect for 2008) the
top 3. The US became the fourth largest dono0®O2 while UK slipped from fourth to seventh and
Japan moved up from eigth to fifth. The latest BMFunding repoft notes a possible concern on

? http://www.unfpa.org/webdav/site/global/shared/asae-board/2011/DP%20FPA%202011%204.doc




sustainability of current levels of funding: “Inew of the current global financial constraints, UM
appeals to the Executive Board and all memberdi@fdonor family of the Fund to maintain their
financial support to UNFPA.”

Table 2.2- Top 10 major donors to UNFPA regular resources

for the period 2006 to 2010, US$ million

Rankin

Year

10

2006

Netherlands (the)

$75.2

Sweden

$55.2

Norway

$40.8

United Kingdom
of Great Britain
and Northern Ireland (the)
$37.7

Japan

$33.4

Denmark

$31.0

Germany

$19.5

Finland

$17.2

Canada

$12.7

Switzerland

$10.0

2007

Netherlands (the)

$80.0

Sweden

$60.7

Norway

$58.7

United Kingdom
of Great Britain
and Northern Ireland (the)
$40.3

Japan

$33.3

Denmark

$32.6

Germany

$25.3

Finland

$20.6

Spain

$13.9

Canada

$12.8

2008

Netherlands (the)

$75.7

Sweden

$60.9

Denmark

$48.0

Norway

$47.6

United Kingdom
of Great Britain
and Northern Ireland (the)
$30.7

Japan

$29.7

Germany

$26.7

Finland

$24.2

Spain

$18.1

Canada

$14.6

2009

Netherlands (the)

$80.9

Sweden

$59.0

Norway

$48.0

United States
of
America
$46.1

Denmark

$39.5

United Kingdom
of Great Britain
and Northern Ireland (the)
$34.5

Japan

$30.1

Finland

$27.9

Germany

$25.3

Spain

$20.7

2010

Netherlands (the)

$73.6

Sweden

$60.6

Norway

$54.1

United States
of
America
$51.4

Denmark

$37.1

Finland

$33.7

United Kingdom
of Great Britain
and Northern Ireland (the)
$30.2

Japan

$25.4

Spain

$21.4

Germany

$19.5

Source:Funding commitments to UNFPA - DP/FPA/2011/4

12.

13.

UNFPA relies almost exclusively on government cbuotions for its activities funded by
regular resources; moreover, 95 percent of regakources income comes from a very limited number
of donors® At the beginning of each year, inquiries regardimgected donor contributions are made;
in particular, multi-year commitments from majorndos are solicited. Transfers from other UN
agencies (US$78.9 million in 2009) are also impur&nd currently account for about one quarter of
total revenues. In its ongoing dialogue with donatsIFPA stresses the advantages of core financing;
if efforts to solicit such funding are not successthematic funding (or pooled donor funds) is
proposed as a “second best” alternative; effortsnaade to ensure that earmarked contributions are
aligned with the medium term strategy. Thematiafog accounted for US$93.9 million of the nearly
US$300 million in other resources in 2009. Counfffices are allowed to raise funds locally.

The value of goods and services provided in kinédsist in defraying costs associated with
UNFPA-supported projects in 2009 was not signifi¢arinterest income on unspent fund contributed
around US$30 million (or about 4 percent) to UNF®A&sources in 2009. However, despite a growing

3UNFPA. Report on contributions by member statesathdr to UNFPA and revenue projections for 2016 faure years.
[DP/FPA/2010/18]; and UNFPA. Funding commitmentsJidFPA. Reports on contributions by member states athers
to regular and co-financing resources for 2009fatte years. Report of the Executive Direct@P[FPA/2009/3]

*General Assembly. Financial report and auditedniiie statements for the biennium ended 31 Dece2®@® and Report
of the Board of Auditors. [A/65/5/Add.7]
http://ods-dds-ny.un.org/doc/UNDOC/GEN/N10/461/83AMN1046187.pdf?OpenElement




stock of fund balances and reserves (close to UB#dllion in 2008) interest income has fallen i th
past two years due to depressed financial markets.

14. As noted above, the Norwegian government has resdamne of UNFPA’s top donors
throughout the past decade, consistently rankingngnthe top 3-5 donors. Over 80 percent of
Norway’s contribution in 2009 was for regular exgitares. The Mars Trust made a donation of
US$18.3 million in 2007; other private donationgatied US$1.5 million.

15. Except for 2009, UNFPA’s income has exceeded expaed in recent years. Reserves and
fund balances have been on a steadily rising trand,were about US$500 million. The operational
reserve, at US$93.5 million, or 20 percent of dbotions to regular resources, was in line with
UNFPA financial rules. Fund balances and reservetemuother resources, however, were US$277.9
million in 2009. While high, this is still relatilye lower than in the previous years. Headquarseaf
attributes the level of unspent balances to sevacabrs, the most important one being that UNFPA
“wants to get value for the money” and that thedigbto use expenditures efficiently in step with
contributions is limited in many countries, in pewtar in Africa. Staff has also noted that mwdhhe
unspent balances are funds received from donorsrupidding legal agreements and committed to
specific programmes where implementation would et longer than one financial year. These are
not fungible.

c. Current Planning and budgeting processes

16. The role of planning. The UNFPA Strategic Plan, covering the medium-tgeriod, sets the
strategic direction and provides the overall frammdwfor UNFPA'’s support to assist countries to
achieve nationally-owned development objectives Phan, originally for the years 2008 — 2011, has
been extended to 2013 as part of the harmonizafiactivities with those of UNDP and UNICEF. It
focuses on three interrelated areas: (i) populadiwh development; (ii) reproductive health andtggh
and (iii) gender equality. Activities within theaeeas are linked to the Millennium Development Goal
as well as to special decisions setting the dwactor UNFPA'’s mission. The plan consists of (a) a
development results framework, which outlines goatgl outcomes for UNFPA and guides all
programme development and monitoring of performaand progress; (b) a management results
framework that constitutes the accountability framaek for organizatorial performance at all levels;
and (c) an integrated financial resources framewbdt outlines the estimated financial resource
requirements for a given period. It identifies nimanagement outputs in the management results
framework and thirteen outcomes in the developmesiilts framework. The management results (for
example, creation of a cadre ofotivated and capable staffupport the development results by
strengthening the ability of UNFPA to manage itsowgces towards programme goals. The budget
functions follow a harmonized format agreed by UNDBPNFPA and UNICEF. Regions have
flexibility to adjust outcomes in line with theiriprities. The UNFPA global and regional programme
provide the details of the outputs for which UNFR®RA be fully accountable. The Plan, in addition to




setting the direction for the use of resourceq) atsves as the main policy document for management
and accountability

17. The Plan document gives quantified expendituremedis only in highly aggregated form for
the Plan period. In addition, these estimatestated as “proposed requiremg&hfor regular and other
resources as well as for the Biennial Support Budigethe Plan period. It is unclear whether this
refers to resources that are expected to be alaitstbmore likely, to resources that will be nedde
order to meet some, not quantified — goals for iserdelivery. This renders assessments of Plan
achievements hard to attribute.

18. The Annual Report of the Executive Director to tBxecutive Board reports on the
implementation of the strategic plan. While a rewvia the first year report on implementing the Rlan
reported in 2009 was predominantly aescription of activitiefor outcome areas in the Plan, the
reports have improved since then, and become more anallinl results-basedhile the challenge

of showing attribution to the organization remaitiss should be resolved to a large extent with the
new results approach introduced in the mid-terniese\of the strategic pl&nwith the introduction of
outputs which are intended to show better UNFPA'’s corerebntribution to higher level results
(outcomes).

19. Budget (expenditure appropriation) and implementaton process The steps in the UNFPA
process for budgeting and monitoring its expenaesbe summarized as follows:

Planning and budgeting process

* Preparation and adoption of four year Plan July 27, 2007
» Estimates for the biennial support budget for 22089 September, 2007
* Executive Board approval of biennial support bud§8-2009 November 5, 2007
Implementation and follow-up

« Statistical and financial review for 2008 May 19, 2008
* Report on progress in implementation the Five YiRkm for April 22, 2009

2008-2011
« Annual Statistical and financial review for 2009 May 10, 2010

> UNFPA. Strategic plan, 2008-2011: Acceleratinggress and national ownership of the ICPD PrograrofnAction.
Report of the Executive Director. The Plan docunigsuccinct, but focused document that also iredual frank section in
“lessons learnt”, including the need for more diedefined goals and outcomes and a stronger aralyattribution.
http://www.unfpa.org/exbrd/2007/secondsession/dpfp&007 17 eng.pdf

® Report of the Executive Director for 2008: Progrsimplementing the strategic plan 2008 — 201R/AIPA/2009/2 (Part
1)

" Annual report of the executive director for 2010.http://www.unfpa.org/webdavi/site/global/shared/exae-
board/2011/DP%20FPA%202011%203%20%28Part%201%29.doc

8 Report of the Executive Director: Midterm review othe UNFPA strategic plan, 2008-2013.
http://www.unfpa.org/webdav/site/global/shared/exae-
board/2011/CORRECTED%20FINALIZED%20UN%20VERSION%2ZDRPA200F%20THE%20UNFPA%20STRATEG

IC%20PLAN,%20Single-spaced.doc



20. The UNFPA utilizes a classification of countries@aing to their relative need for the services
it provides. The current system for allocating teses to individual countries, adopted in 2007,
emphasizes countries in emergencies, transitionraoovery. Amount allocated is based on eight
indicators. At the same time, steps were takenanhbnize the country allocation cycle with the
strategic plan cycle. A redefined system for gragpcountries according to the relative need for
UNFPA assistance was also adopted. An even higheritg is now given to countries that are
furthest away from achieving the UNFPA goals, stauéously with continued support for
addressing the highest priority issues within cdestthat are not ranked first priority. Since some
Group A countries had been unable to spend thessifanesources allocated to them, steps were also
taken to enhance their absorptive capacity.

21. Table 2.3below specifies the shares of regular resourcesngel for each priority group. As
seen, the highest priority country group (A) getsgnificantly higher share of regular resourceanth
their share of the population. The share of regeigrenditures dedicated to Group A countries is als
significantly higher than their actual allocationa004 — 2006.

22. The documentatiohregarding the revised system for allocation of emditures between
country groups lacks specification as regards threehanisms for distribution of funds between
countrieswithin each group. The weight of each variable in thenfda for allocating regular resources

is not specified. It is also unclear whether amgdeess to other resources reduces the allocation of
regular resources. Another issue is UNFPA'’s preseémcelatively advanced countries due to the fact
that they may be lagging on one “high priority” icator; as the associated limited country programs
carry a relatively high overhead cost.

Table 2.3 - Principles for allocation of UNFPA reglar resources by country group

Actual share

Share of Planned of resources
Number of population share of 2005-2006
Group countries (%) resources (%) (%)
A 66 43 71-73 51
B 41 21 21-22 42
C 26 35 6-7 6
Total 133 100 100 100

Note Principles adopted by Board decision 2007.
Source UNFPA. Review of the system for the allocationNFPA resources to country programmes [DP/EPA7/18]

° The documentation says that the “actual needspaiodities of individual countries as determinedoiigh the United
Nations Development Assistance Framework would d&rampount in defining individual country allocatior@ther factors
that would be taken into account would be relatednter alia, the country’s population size ancbime, the availability of
significant funding from other donors...”
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d. Mapping expenditures at Headquarters, Regional andCountry level — Programme
Expenditures

23. Overall trends in expenditures In tandem with the increase in revenues, UNFPA'’s
expenditures have grown at a rapid rate, with @gexkpenditures increasing at 7.9 percent per gear
average, and other expenditures, or earmarked admmbdributions, growing at 13.2 percent per year. A
decade ago, regular programme expenditures wer®saltwice as large as other programme
expenditures, seéable 2.4 Due to very large increases in earmarked donorsiunther resources
programme expenditures are today nearly as larger@gamme expenditures funded from regular
resources. Another noteworthy trend is the stahititexpenditures for the Biennial Support Budget a
a share of regular resources, about 22 percent.

24. Table 2.5 below provides details regarding programme exparel funded by regular
resources. Programmes for reproductive health sydsr-- although falling markedly as a share of
total regular expenditures -- over the 2006-2008opde remain the dominant expenditure category,
accounting for nearly half of all spending. UNFRBo0 presents the same information for regional
groupings:’

12 See UNFPA. Annual report of the Executive Diredtmr 2008. Statistical and financial review, 20[I3°P/FPA/2009/2
(Part I, Add.1). UNFPA'’s agency Annual Report f@02 also presents a table over project expendi(fweder by regular
and other resources) for individual countries.his tespect UNFPA compares favorably with somerdihi¢ agencies.




Table 2.4 - Trends in regular and other resourcesxpenditures, 2001-2009
(US$ million, current prices)

2001 2002 2003 2004 2005 2006 2007 2008 2009
Regular expenditure 254.3 293.7 270.8 318.6 335.2 357.2 385.4 451.3 .2467
of which:
Programme 194.4 226.2 195.3 241.3 253.3 265.9 284.3 340.5 .8347
Support budget 57.1 67.5 75.5 77.3 82.0 92.2 101.1 110.8 104.5
Other expenditure 123.3 117.1 109.2 132.9 188.2 180.0 243.6 2495 7332

of which:

Programme 123.3 117.1 108.3 132.9 188.6 178.7 n/a 246.6 332.7
Total expenditure 377.8 410.9 380,0 451.5 523.4 537.2 629.0 700.8 .9799
Total resources 396.4 373.1 397.9 506.1 565.3 605.5 752.2 845.3 .1783

Regular expenditures as67.3 71.5 71.3 70.6 64.0 66.5 61.3 64.4 58.4
share of total

expenditures (%)

Support budget as share22.5 23.9 27.9 24.3 24.5 25.8 26.2 24.6 22.4
of regular expenditures

(%)

Note The 2007 Annual Report is not available on therimet. Some numbers for 2007 derived from seseraices.
SourcesUNFPA. Annual report of the Executive Director 2008.Statistical and financial review, 20[3P/FPA/2009/2
(Part I, Add.1).Annex |. Table 21; UNFPA Annual Refs.

Table 2.5 - Expenditures by focus area, 2001 - 2009

US$ million, current prices

2001 2002 2003 2004 2005 2006 2007 2008 2009

Regular expenditure 171.7 293.7 2708 221.9 2343 2457 273.6 340.5 .8347
Reproductive health 119.2 129.2 108.4 139.3 144.1 148.1 146.6 165.0 .9160
Population and developmenB4.2 398 348 479 499 509 522 689 946
Gender equality; women

empowerment 213 282 159 208 356 46.3
Programme coordination 134 122 308 540 711 46.0
Other expenditure 117.2 109.2 1329 146.0 204.2 2135 3327
Reproductive health 117.4 1351 1355 nla
Population and development 198 56.7 551 nla
Gender equality; women

empowerment 6.9 13.0 235 nl/a
Programme coordination n/a
Total expenditure 4109 380.0 4515 5234 391.7 477.8 554.0 680.5
Reproductive health 265.5 281.7 3005 nla
Population and development 70.7 1089 124 nla
Gender equality; women

empowerment 228 338 59.1 nla
Programme coordination 327 534 704 nla

Note: With the adoption of a Midterm Review by the Extédoel Board in September 2011, UNFPA no longer nzéivst a
“three focus areas” presentation of its activities.

SourcesUNFPA Annual report of the Executive Director 2008. Statistical and financial review.2008 [DPA:P(Part I.
Add 1)].UNFPA Annual Report 2009.




25.  Another noteworthy trend is the sharp increasdéexpenditures on programme coordination
and assistance in recent years.

26. Tables 2.5aboveand 2.6 below show a breakdown of expenditures by focua.&e@pport for
reproductive health services is by far the domirextenditure item, accounting for well over half of
total expenditures in 2008.

Table 2.6 - UNFPA assistance by strategic plan ouime, 2008
US$ million, current prices

Regular Other
resources resources
Population and development 68.9 55.1
1.1 Population dynamics and inter-linkages incaaped in public
policies and expenditure frameworks 14.4
1.2 Young people’s rights and multi-sectoral neiedsublic policies and
expenditure frameworks 7.1 3.8
1.3 Data analysis and use at national and subrstievel 28.0 35.9
1.4 Emerging population issues 5.3 1.0
Reproductive health and rights 165.0 135.5
2.1 Reproductive rights and SRH demand promotedssential SRH
package and integrated in public policies of dewaient 30.1 39.6
2.2 Access and utilization of quality maternal tieskrvices increased in
order to reduce maternal mortality and morbidity .586 53.7

2.3 Access to and utilization of quality voluntafgmily planning
services by individuals and couples increased datgrto reproductive
intention 14.5 12.8
2.4 Access to and utilization of quality HIV andxsally transmitted
infection (STI) prevention services, especially fasmen, young people
and other vulnerable groups 16.6 18.2
2.5 Access of young people to SRH, HIV and gendeel violence
(GBV) prevention services improved

17.3 11.2
Gender equality 35.6 23.5
3.1 Gender equality and the human rights of wormehaalolescent girls,
particularly their reproductive rights integrated nhational policies,
development framework and laws 10.7 235
3.2 Gender equality, reproductive rights and thp@merment of women
and adolescent girls promoted through an enablingioscultural
environment that is conducive to male participatéon the elimination
of harmful practices

12.5 6.9
3.3 Human rights protection systems and particigatmechanisms
strengthened to protect reproductive rights of wonaed adolescent
girls, including the right to be free from violence 2.1 3.8
3.4 Responses to gender-based violence, partigalamestic and sexual
violence, expanded through improved policies, mtite systems, legal
enforcement and sexual and reproductive health HhW prevention
services, including emergency and post-emergemegtgins

10.3 3.8
Programme coordination and assistance 711 9.0
Total 340.5 2135

Source UNFPA. Annual report of the Executive Director #008. Statistical and financial review, 2008

27. As seen inTable 2.7, priorities for programmes funded by UNFPA regulesources — as
reflected in shares for actual expenditures — diffignificantly from priorities funded by earmadke




donor resources. Thus, while reproductive healttoacts for less than half of regular resources
expenditures, nearly two-thirds of donor-funded gpaonmes are for reproductive health. This
difference is most likely explained by the politisgnsitivity that surrounds family planning andhert
reproductive health interventions in many countridswever, another possible explanation is that
increased earmarked donor funding resulted in IAWFPA funding for the same activity.

Table 2.7 - Structure of expenditures by programmareas for regular and other resources, 2008
US$ million, current prices

Regular resources Other resources
uUs$ Percentage Us$ Percentage
Programme area million share million share
Reproductive health 165.0 48.4 135.5 63.5
Population and
development 68.9 20.2 55.1 25.8
Gender equality and
women’s empowerment 35.6 10.5 23.5 11.0
Programme coordination
and assistance 71.1 20.9 (0.7) (0.3)
Total 340.5 100.0 213.5 100.0

Source UNFPA. Annual report of the Executive Director #008. Statistical and financial review, 2008

28. In meeting the consultants, UNFPA staff estimatet projects typically disburse overa 3 - 5
years period; according to staff, the size of eatérvention varies significantly around a medidn o
roughly US$2 million. Calculations based on datarfrthe Annual Report 2009 confirm the relatively
small size of UNFPA projects, but give a higherrage for projects, around US$3.8 million.

29. Sub-Saharan Africa was the largest recipient of BAFRegular expenditures at US$136.2
million in 2009, followed by Asia and the Pacifit dS$87.8 million. The share of regular resources
going to African countries also increased rapidiyiig the 2004-2009 period §ble 2.9.

30. It is noteworthy that in about twenty percent o ttountries where UNFPA has a presence,
spending is below US$1 million, implying that ovedd costs for maintaining country presence may
be high compared to total country allocatiém(ire 2.1).




Table 2.8 - UNFPA regular resources expenditures bsegion, 2006 - 20084S$ million, current prices)

Region 2001 2002 20032004 2005 2006 2007 2008 2009
Sub-Saharan Africa 570 733 635 781 780 838 953 141.3 136.2
Arab States, Europe and

Central Asia 226 238 230 287 284 325 343 - -

Arab States - - - - - - - 26.2 31.0
Eastern Europe and -

Central Asia - - - - - - 15.1 149
Asia and the Pacific 559 638 533 659 755 747 795 850 87.8
Latin America and the

Caribbean 16.9 21.8 135 21.1 224 211 254 343 341
Total 221.9 234.3 245.6 273.6 340.4 347.8

Source: UNFPA. Annual report of the Executive Director 2008. Statistical and financial review, 2008.
[DP/FPA/2009/2 (Part |, Add.1)

. UNFPA. Annual Report 2009.

Note In 2008, the UNFPA geographical division for Ar&iates, Europe and Central Asia was split into tegional

offices covering, respectively: (a) Arab Stateg] @) Eastern Europe and Central Asia.

31. UNFPA implements close to two-thirds of the progeftinded under regular expenditures, and a
somewhat higher share of projects funded by eamdardonor contributionsT@ble 2.9. The
governments’ lower role in implementing projectaded by donor earmarked resources is noteworthy.
The reason for this is unclear. One possible egpian is that while donors want to support the
UNFPA priorities in poor countries, they may be sovhat hesitant about governments’ ability to
handle funds.

Table 2.9- UNFPA assistance by implementing agen®009

Share of total (percent)

Regular resources Other resources
Governments 23.8 15.7
United Nations agencies 0.8 0.4
UNFPA a/ 65.4 69.2
Non-government organizations 10.0 14.7
Total 100.0 100.0
Value of programme (US$) 347.9 302.4

Note a/ Includes assistance to procurement for goventiprojects
Source UNFPA. Annual report of the Executive Director #009. Statistical and financial review, 20[l8P/FPA/2010/17
(Part 1, Add.1)]




Figure 2.1 - Total expenditures per country, 2009
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32. Africa accounts for well over one-third of UNFPAtdab programme and support budget
expenditures followed by Asia and the Pacific vathout a quarter of total expenditurésiifle 2.10).

The difference in prioritization between UNFPA asagency and the aggregate of donor earmarked
funding for, in particular, Africa and Latin Ameads striking with the latter region receiving more
than twice as much in earmarked funding as it v&sein the form of regular allocations. The caugali
explaining this is unclear — does UNFPA offset pties reflected in donor earmarked funding, or do
donors want to offset what they see as insufficadiocations for their priority countries?

Table 2.10 - Regional distribution of expenditure2008 - 2009
US$ million, current prices

Region Regular resources  Other resources Total
% % %
Africa 37.0 27.6 34.0
Arab States 8.0 12.7 9.5
Eastern Europe and Central Asia 4.1 2.6 3.6
Asia and the Pacific 24.6 20.1 23.1
Latin America and the Caribbean 10.1 21.2 13.7
Other 16.2 15.8 16.1
USs$ USs$ Us$
Total resources (US$ million) 905.8 430.1 1335.9

Note Calculations based on data given in UNFPA Redidtesource plan. Summary Table 1 as presented iRRAN
Estimates for the biennial support budget, 2010220btals for the different cost categories excladsts for Headquarters
relocation, re-organization, etc. Thus, they difemewhat from corresponding numbers in the sodocement.

Source UNFPA. Estimates for the biennial support budgét,0-2011, op. ciDP/FPA/2009/10




Figure 2.2 - Excess of total income over expendites, 2001 -2009
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SourcesUNFPA. Annual report of the Executive Directotatstical and financial review, 20G81d 2009 [DP/FPA/2009/2
(Part 1, Add.1)], and DP/FPA/2010/17 (Part |, Add.1

33.  There has been a large build-up of fund balancdseservesKigure 2.2andTable 2.1]). A
significant portion of these balances and reseraag have been committed and, as noted earlier,
earmarked funding appears to have been a majorilzatatry factor.

Table 2.11 - Reserves and fund balances 2004 — 2Q0%$ million)

2004 2005 2006 2007 2008 2009
Programmable fund

balances 174.1 205.7 188.6 292.6 411.5 343.9
Operational reserve 645 70.2 72.1 72.8 81.1 93.9
Reserve for field

accommodation 5.0 5.0 5.0 5.0 5.0 5.0
Total 243.6 280.9 265.7 370.4 497.6 442.8
of which:

Regular resources 945 123.8 78.4 143.4 162.6 164.9
Other resources 149.1 157.1 187.3 227.0 335.0 277.9

Year’s total

income 493.9 544.9 570.5 705.2 794.9 758.2
Fund balance

relative to year's 49.3 51.6 46.6 52.5 62.6 58.4
total income

SourcesUNFPA. Annual report of the Executive Directotatstical and financial review, 20Q81d 2009 [DP/FPA/2009/2
(Part I, Add.1)], and DP/FPA/2010/17 (Part I, Add Calculation based on UNFPA data.

34. The rate in the build up is roughly the same fayutar and other resourc&sA reason for the
increase in fund balances and reserves may beceease in mandatory funding for e.g. the operationa

MUNFPA's total reserves and committed fund balaramesunted to close to US$500 million by end-2008 wede made
up of US$80 million in operational reserves (asuresl by Executive Board regulations to cover ueseen and/or




reserve. UNFPA receives funds, based on bindiggl lagreements with its partners, in advance of
allocations for the implementation of planned specactivities and these programmes typically
disburse over several years. These funds araingidle.

e. Current cost recovery practices for program activiies funded through core and
non-core revenue streams

35. The regulatory framework and main issues The Biennial Support Budget -- as approved by
its Executive Board, following review by the AdvigoCommittee on Administrative and Budgetary
Questions -- allocates resources to fund managearehteadership functions that support UNFPA'’s
regular and other resources programme activitieseatral, regional and local level for a two-year
period™® Thus, programme activities follow a different betary process compared to management
functions. UNFPA’s Support Budget preparation pssctakes approximately nine months (including
external and internal discussions). The supportgbuds financed from regular resources and cost
recoveries from other resources. With the BienSiapport Budget fixed for a two year period, this
means that an unexpected increase in programmesduinom other resources has to be offset by a
reduction in regular resources project assistambe. net support budget is the portion funded from
regular resources. The support budget follows aulte-based” format where the resources required to
reach targets within each budget function are §ipdciln contrast to the UNICEF, estimates for
programme resources and the support budget aresilonéianeously, allowing for better coordination
of these two functions.

36. The main principles underlying UNFPA’s cost recgvepolicy as aligned with the
UNDP/UNICEF are to “...compensate agencies fairlyr [implementing non-core projects] ...and
prevent unreasonable competition amongst agendesdrdingly, UNFPA uses the standard rate of 7
percent harmonized with other UN agencies in catouj cost recoveries for the main part of its
programmes. However, a lower rate of 5 percentherged on expenditures financed by countries
contributing to their own country programme. In aating with UNFPA staff, the consultants were
told that if a UN agency asks UNFPA to implemestatogram, UNFPA would charge that agency at a
rate of 7.5 percent. Symmetrically, UNFPA would pagother UN agency implementing its
programmes the same rate. (See &lsa 2.1 andBox 2.2 for additional comments on UNFPA cost
recovery policy.)

37. A 2010 review applying the formula for calculatitagal variable indirect cost recoveries agreed
with other UN agencies estimated these costs gbétdent for the 2007 — 2008 period, slightly highe
than the costs actually recovered for the same years, implying that contributions to regular

temporary liquidity difficulties), US$5 million ineserve for field accommodation and US$412 in fureteived from
donors under binding agreements and committeddoifsp programs that would be implemented over nibea one fiscal
year.

2As of 2012-2013, the Biennial Support Budget wilé We-baptized “Institutional Budget”, following newost
classification approved by the Executive Board.




resources do subsidize earmarked donor fundingotesextent® While highlighting this result,
Norway has also emphasized the need for detaifedmation regarding how indirect cost charges are
actually calculated. Norway has also requestedsaassment regarding the justification for including
fixed indirect costs in the base for calculatingtatharges on earmarked contributibhs.

38. UNFPA has highlighted the constraint imposed onojterational flexibility by the two-year
cycle for the support budget in the face of unéerpgogramme expenditures. For example, if donor
contributions make other resources increase betlmntevel assumed in the support budget, it will be
necessary to have a corresponding increase inaghecity to implement programmes in order to avoid
delays in execution of programmes. However, dutitegcourse of the two-year budget cycle, UNFPA
cannot increase resources for strengthening itdemmgnting capacity beyond the limit set by the
Biennial Support Budget. The scope for finding adstrative resources to handle an expanding
program through efficiency gains is also limitedpecially in countries with smaller UNFPA offices.
Transferring the responsibility for implementing BRIA programs to local governments often run into
constraints in the form of limited government capacThis may well be one of the causes for the
build-up in fund balances.

13 Review of the implementation of the UNFPA policy mdirect cost recovery. [DP/FPA/2010/16]. An @&arlestimate
attributed this difference to the lower rate of &qent on cost-sharing projects funded by prograrooumtries. UNFPA
concluded that there was no cross-subsidizationstatdd it did not want to amend the agreed radéisyp See Review of
the UNFPA policy on indirect cost recovery. [DP/HRB07/09]

4 Norway. Utenriksdepartementet. Instruks. ONDP/UNRB®relsemote. New York 19-22 januar 2010.




Box 2.1 - Cost recovery essentials

In calculating cost recovery charges, UNFPA appliefinitions agreed upon with other UN agenciesed
at harmonizing and improving cost-recovery polici€ee overarching principle for these policies hatt
each source of funding should bear all associabstsdn order to avoiding cross subsidization éfedent
funding modalities. In calculating the costs foplementing programmes and projects on behalf ofrot
partners, UNFPA applies the following cost categgiri

Direct costsare directly related to activities associated wath agencies fulfillment of its mandat
(salaries/wages, project premises, travel). Thests@re charged directly to the programmes.

Fixed indirect costare incurred regardless of an agency’s scopevet & activity (top management
etc.) Defined for country offices as minimum coostoof presence.

Variable indirect costsusually referred to as programme support cosi® incurred as a result of a
agency’s support of its activities but which caniet traced unequivocally to specific activities ¢
programmes. Indirect variable costs should be fdridem regular resources and other resources in
same proportion as these resources fund prograroste.

The standardized cost-recovery rates applied byRMN&re:

e 5 percent on expenditures financed by programmentdes contributing to their own countr
programme;

e 7 percent for all other co-financed, or non-coregpammes; and

e 5 percent on third-party procurement expenditures.

The view taken by the UNFPA is that indirect valgabosts by their nature cannot be directly linked
specific co-financing activities (hence, they aatcalated indirectly as a residual). Thus, they oaly be
viewed as a single pool of costs and cannot béuatid to any particular programme. UNFPA therefo
concludes that it is not possible to determine g@ies of co-financing activities that have sigrafntly
higher or lower indirect costs. However, the ExeeuBoard has requested further harmonization olget
methodologiesincluding the attribution of costs between prograrand support budgets. In the same ve
the Advisory Committee counsels that the basissfiitting costs between regular and other resoubees
kept under review to ensure that current arrangé&sreme not a disincentive for donors to contritnetgular
resources. Among donord\orway has noted the lack of information about hthe rules for
estimating cost charges are actually used, buteasame time takes the firmer view that curre
cost charges imply subsidization of earmarked deoatributions.

SourcesReview of the implementation of the UNFPA polmy indirect cost recovery. [DP/FPA/2010/16].
Review of the UNFPA policy on indirect cost recoufDP/FPA/2007/09]. Norway. Utenriksdepartementestruks.
ONDP/UNFPA styrelsemote. New York -22 Januay 2010
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Box 2.2 - The new support-budget format

The 2010-2011 Biennial Support Budget is the sednmutjet following the results-based format agreid

the UNDP and UNICEF. A results-matrix specifies austrative goals within sixteen budget functions
be reached to realize the management outputs eequar reach the programme goals specified in
Medium-term Plan.

The 2010-2011 budget represents a simplificatiompared to the overly complex format used in
previous support budget (which introduced the teswhsed format). As agreed with the UNDP 3
UNICEF, it uses on common results-indicator forheane of the 16 budget functions in the presemat
together with indicators specific to UNFPA. Howevre Executive Board has, as steps towards aesi
integrated budget, requested the UNFPA to providierination on the calculation of cost recoveriasrr
extra-budgetary resources, including updated indtion on UNFPA variable costs. The Board has 3
requested that a distinction between volume chaagdsstatutory changes is made in presenting peap
budgetary changes. The Advisory Committee also #ee=sieed for further harmonization of the supp
budgets for the three organizations, and spedyiqadint to the need for the budget to focus oneeted
management results and strengthening of the lirkdogween resources and results. The UNFPA
presents proposed budgets in the context of previoulget without reference to actual expenditukssis
the case with other UN organizations, focus in pinesentation of goals is on lengthy descriptions
activities instead of clear statements of resolise reached.

The Board of Auditors in their audit of the finaalcstatements for the Biennium that ended in 2082
that not all output indicators in the individualitsh office management plans had baselines anctsuggt.
UNFPA in its response indicated that the omissibbsome of the baselines and targets “was an overbig
the respective units.” [page 30] The UK/DFID in acent report concluded that “UNFPA repo
comprehensively against its global objectives,dvatmainly set at the activity and outcome level”.

SourcesUNFPA. Estimates for the Biennial Support Budget2010-2011. Report of the Advisory Committee on
Administrative and Budgetary Questions

http://www.unfpa.org/exbrd/2009/second _session/qualf

General Assembly. Financial report and auditedniinag statements for the biennium ended 31 Dece2®@® and
Report of the Board of Auditors. [A/65/5/Add. 7] ifods-dds-
ny.un.org/doc/UNDOC/GEN/N10/461/87/PDF/N1046187ifenElement

UK/DFID. Multilateral Aid Review

39. Cost recoveries: trends and structure Over the past decade, administrative expenditures
(Biennial Support Budget and management and adtratin) increased by an average of 6.8
percent in current prices §ble 2.19. Net support budget expenditures in 2009 (US$L@4illion)
were significantly lower than assumed in the Pamgverage, US$132 million).




Table 2.12 - Gross Biennial Support Budget, 2001029 US$, current prices)

2001 2002 2003 2004 2005 2006 2007 2008 2009

Gross Biennial Support

Budget 679 737 769 81.0 885 97.0 101.1 114.8 1231
Of which:

Support services 475 513 550 585 642 704 765 853 931
Management and

administration 204 224 219 225 243 266 246 295 300

Gross Biennial Support
Budget as share of regular

expenditures 267 252 284 254 264 271 262 254 263
Gross Biennial Support
Budget as share of total 18.0 18.0 20.2 18.0 16.9 18.1 16.1 16.4 15.4
expenditures

Of which:

Support services 12.6 12.5 14.5 13.0 12.3 13.1 12.2 12.1 11.6

Management and admin. 5.4 5.5 5.8 5.0 4.6 6.0 3.9 4.3 3.8

Source Annual Report of the Executive Director. Statigtiand financial review [DP/FPA/2010/17 (Part tdA 1)]

40. While costs for support services nearly doubledamdem with the increases in regular and
other programme expenditures, costs increases dmagement and administration were contained at
below fifty percent {igure 2.3). There is no discernible trend in gross admiatste costs (i.e. support
cost plus management and administration) as a stasgular expenditures during the period 2001 -
2009. There has been a marked decline in the ooshdnagement and administration expressed as a
share of total expenditures during the past fewsyebhe support budget for 2010 — 2011 implies a
further decline in support cost as share of tatpkeaditures. This assessment of trends in experditu
assumes that there has been no change in the rokigpdor allocating expenditures between support
budget functions and projects. While recognizinggpess made, the Advisory Committee, in a review
of the budget for 2010 — 2011 (and repeating itecmg as in its review one year earlier), encoudage
the UNFPA to “continue to scrutinize programme suppost in order to ensure higher allocation of
funds to programmes:”

UNFPA. 2008. Estimates for the Biennial Support @etdfor 2008-2009. Report of the Advisory Committer
Administrative and Budgetary Questions. 2008. DRJPBP08/2. UNFPA. Estimates for the Biennial SuppBudget for
2010 - 2011. Report by the Advisory Committee onmiwdstrative and Budgetary Questions. [E/FPA/20Q%/TThe
Biennial Support Budget for 2010 — 2011 assumestngggrowth in the expenditures, despite statutmst increases. The
2005 audit of UNFPA accounts noted that the castssfaff working under the support budget were gedrto project-
funded posts. The audit of the accounts for 200009 does not bring up this issue. At the same, tidiéFPA staff
informed the consultants that the classificationco$ts for employees between the support budgetpamgrammes is
“fluid”.

http://www.unfpa.org/exbrd/2009/second_session/q.qtf

Financial report and audited financial statemeatstffie biennium ended 31 December 2009 and RefpdheoBoard of
Auditors [A/65/5/Add.7]

http://ods-dds-ny.un.org/doc/UNDOC/GEN/N10/461/83AMN1046187.pdf?OpenElement
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Figure 2.3 - Overhead expenditures as share of rezun expenditures, 2001 -2009
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Source Annual Report of the Executive Director. Statiatiand financial review [DP/FPA/2010/17 (Part §dA 1)]

41. As seen inTable 2.13 salaries and wages account for the overwhelmiragesof support
budget expenditures. According to information giverlJNFPA Annual Reports for 2007 and 2008,
gross support budget costs increased by 18.9 gerc@007-2008. Taking the average of total gross
expenditures in the budget for 2010 — 2011, a &urihcrease in gross support budget expenditures by
9.9 percent over actual expenditures in 2009 idigdpReflecting a proposed increase in the watie bi
by 12 percent over actual expenditures in 2009, share of salaries and wages in total gross
expenditures is also set to go up significantlye Tihcrease in the wage bill reflects the impact a
reorganisation that UNFPA undertook in 2008-2008lary-scale adjustments, within-grade salary
increases as well as inflationary adjustmentshdiutd be noted that the Advisory Committee in 2008
expressed its concern over the large number oflaeguositions proposed for reclassification and
reiterated its previously expressed concernsthieste changes constitute recurrent cost commitments
that will impact on future availability of resouscdor programme activitie€. The cut in the share
allocated to operating expenses is also striking.

42. In a reaction to what it perceives as less thantfahsparency in the format for presentation of
support budget expenditures pertaining to 2008-2049 Advisory Committee stated that “In order to
ensure greater budgetary transparency, it is imporio include in the support budget submission
information on major objects of expenditure undestpand non-post costs. Within non-post costs,
information should be provided on subheadings (ostesff costs, non-staff compensation, consultants
and experts, travel of representatives, traveltaff,scontractual services, general operating egpsn
hospitality, supplies and materials, furniture aodiipment, grants and contributions) as is beingedo
by the United Nations Secretariat. The Advisory @uttee recommends that these changes to the

18 UNFPA. 2008. Op. cit.




format of budget submissions be considered by tteeive Boards of all funds and programmeés.”

In the 2010-2011 budget proposal, UNFPA addreskedrécommendation of the ACABQ report,
including the requested table in its proposal.tha context of the proposed allocation for travel i
2008-2009 budget proposal, the Administrative Cotte®j while acknowledging the importance of
travel for functional reasons, also noted that s&ufigl investment has been made in information and
communications technology and that given the expan®f UNFPA's field presence and its
decentralization strategy, the need for staff &wet from headquarters should be much reduced. See
UNFPA. Estimates for the Biennial Support Budget2610 -2011. In response, UNFPA proposed a
significant reduction in provisions for travel fitre 2010-2011 biennium.

Table 2.13 - Biennial Support Budget, 2007 — 2009
US$ million, current prices

Actual expenditures Budget estimate
2008 2009 2010 -2011
Share USs$ Share
US$ million (%) million (%)
Posts 85.3 93.1 74.0 208.8 76.1
Operating expenses 13.0 13.8 14.7 34.5 12.6
Reimbursement to UN 8.2 7.7 7.5 16.5 6.0
agencies
Furniture and equipment 22 19 0.9 4.6 1.7
Travel 26 24 1.6 4.9 1.8
Consultants 23 27 1.2 1.6 0.6
Other staff costs 1.0 0.3 0.0 0.6 0.0
Insurance and security 1.2 - 3.9 1.4
Gross total 114.8 123.1  100.0 274.5 100.0
Credit to Gross Biennial (13.0) (18.8) (38.3)
Support Budget
Net Biennial Support 101.8 104.3 236.3

Budget

Note Actual data for 2008 and 2009 are per annum; étadtdata are biennial estimates. In presentingopoged
budget, UNFPA uses the previous budget insteadttofihexpenditures as a frame of reference. Thisaes the scope
for a meaningful analysis of proposed expenditures.

Sources UNFPA. Statistical and financial review, 2009./BPA/2010/17 (Part |, Add 1). UNFPA. Estimates foe
biennial support budget, 2010-2011. DP/FPA/2009/10

http://www.unfpa.org/exbrd/2009/second_session/qqudti

43. Table 2.14 llustrates significant variations between regiom®ncerning support costs as a
share of total expenditures. The relatively highrshof support cost for Eastern Europe and Central
Asia is associated with the regions small sharot@fl expenditure allocation (3.6 percent), imptyin
high unit costs for country offices.

YUNFPA. Estimates for the biennial support budgef,®2011
http://daccess-dds-ny.un.org/doc/UNDOC/GEN/N09/33//DF/N0937753.pdf?OpenElement




Table 2.14 - Biennial Support Budget as share of tal expenditures 2008 -2009 (%)

Biennial Support Budget as share of total

Region expenditures (%)
Africa 16.2

Arab states 14.0
Eastern Europe and Central Asia 22.4
Asia and the Pacific 11.7

Latin America and the Caribbean 15.2
Inter-country/global programmes 18.2

Source UNFPA. Estimates for the biennial support budgét,0-2011, op. cit.
http://daccess-dds-ny.un.org/doc/UNDOC/GEN/N09/33//DF/N0937753.pdf?OpenElement

f. Estimates of Staffing Structure and Costs

44. Different systems and headcounts give conflictimfgrimation regarding the number of UNFPA
employees. According to the audit of the accouot2009, UNFPA had 2,044 encumbered positions
as at January 1, 2010 of which 340 were Headqusastaff and 1,704 staff in regional and country
offices. Some 48 percent of staff was funded underBiennial Support Budget and the rest under
regular expenditure programme expenditures (sége 2.14). Nearly 40 percent of all staff worked in
the Africa region. As far as comparisons are pdsgistructuring of data differs and the tallies are
few months apart) these numbers are broadly in Viia the ATLAS management recortfs.
According to UNFPA Annual Report, there were 1,518f in approved posts in 2009 without further
comments?

Table 2.14 - Encumbered positions as at January 2010

Biennium

Support Budget Programme Total
Headquarters 180 160 340
Regional/Sub- 119 197
regional offices 78
Country offices 715 792 1507
Total 973 1071 2044

Note: Staff funded from regular resources only.
Source General Assembly. Financial report and auditedrftial statements for the biennium ended 31 Deee2@09
and Report of the Board of Auditors, op. cit.

18 UN General Assembly. Financial report and audiieancial statements for the biennium ended 31 Brsee 2009 and
Report of the Board of Auditors, op.cit. The ATLASanagement system give similar numbers for stafifaSeptember
2010, but with further details regarding locatigender, etc. See ADDITIONAL DATA ON UNFPA WORKFORCBEata

source: UNFPA Staff in ATLAS as of 30 September @@hder regular resources. UNFPA.Report of HumasoRee
Management in UNFPA. [DP/FPA//2011/2

19 Chief Executives Board for Coordination.HIGH-LEVEL COMMITTEE ON MANAGEMENT (HLCM)Headcount of
Field Staff available as of 31 December 2007 fer@ost-sharing of Field Costs of the UN Securityniigement Systers.

December 2008. CEB/2008/HLCM/26.



45. Table 2.15provides data on staff funded by regular resourdés information regarding staff
working under programmes funded by co-financed,ottrer, resources is available. However, in
interviews with the consultants, Headquarters staffifirmed that employees working on projects
funded by other resources are typically paid frbmproject in question, although exceptions make th
situation a bit fluid. Staff also mentioned thae tkame fluidity is, to some extent, also the case a
concerns people working on projects funded undgulae resources.

Table 2.15 - Staff funded under regular resourcesyocategory and location as of September 30,
2010

General National International Percent of total
services professional professional Total staff
Africa 364 267 130 761 38
Arab states 80 40 42 162 8
Asia and 215 123 62 400 20
Pacific region
Eastern 67 40 21 128 6
Europe and
Central Asia
Latin America 127 72 39 238 12
and the
Caribbean
Headquarters 126 0 202 328 16
Grand total 979 542 496 2017 100
Percent of total
staff 49 27 25 100

Source UNFPA ATLAS system.

46. The number of staff funded by regular resourceseamsed by 70 percent during the 2002 -2009
period, with the number of staff in professionadgs seeing an increase by 86 perdenti(e 2.4).

47. In the context of the 2008 reorganization, UNFPAnapled a number of staff positions, in
response to a more demanding aid environment an&PA$ shift into a more advisory role.
UNFPA's new organizational structure - as approvedhe Executive Board - placed emphasis on
strengthening field capacities which was offsetplogt reductions at UNFPA Headquarters. UNFPA
states that their staff members are systematipalgtioned in lower grades than staff with equinale
functions in other UN organizations and that contipet from other UN agencies was the reason for
the need to upgrade positions. The wage bill in2BE0 — 2011 biennium budget proposes an increase
in total salaries of 7.6 percent, primarily duesédary revisions and within-grade salary increments

48. The Advisory Committee has expressed concern dwerldrge number of positions being
proposed for reclassification, reminding that theselassifications constitute a recurrent cost to
UNFPA, with a potential impact on the future availidy of resources for programme activities. The




Advisory Committee also requested UNFPA managertergconsider its proposal At that session,
UNFPA explained that the upgrades/reclassificatibesmg proposed at that time were based on a
purposeful study of post profiles along specifitezron. The study was conducted with the asstgtan
of outside expertise. The findings resulted ireachto redesign post profiles that were then suédit
to external, independent expert classifiers whdovolestablished ICSC Classification Standards.
Results of the exercise were presented to ACABQsaihdequently approved by the Executive Board.
UNFPA also had a high vacancy rate of 20 percedeumprogramme funded post and 17 percent
overall, which has raised the Board’'s concern i@iggrthe impact on the implementation of UNFPA
projects. According to UNFPA, despite the challenges faicedecruitment - such as less attractive
employment conditions due to the decrease in reratina packages for international professionals at
hardship duty stations- UNFPA is making progresseiducing the vacancy rate. As of 1 October
2011, the overall vacancy rate has dropped to i€éepeand the vacancy rate for programme funded
posts is at 18 percent. These include posts teateanporarily put on hold for recruitment in ligbit
current cost constraints.

Figure 2.4 - Number of staff by category, 2002 — P9
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Staff of United Nations Common System OrganizatiQrebles).

% Estimates For The Biennial Support Budget For 20089. Report of the Advisory Committee on Admirasive and

Budgetary Questions. [DP/FF2008/2]



g. Assessment of the Quality of Current Financial Data Compilation Practices,
Instrument, Procedures and Reporting Practices

General comments on UNFPA accounting The Board of Auditors assessed the UNFPA acsdont
the 2008- 2009 biennium and issued a “qualifiechiom”. Specifically, the results of the nationa
executed expenditure audit process for 2008 an@ 2@9e unsatisfactory, as UNFPA was not abli
accurately assess the results of programmes exkebytgovernments and NGOs at the time of
audit. Auditors also noted the absence of adeqsapporting documentation in the reporting
expenditures under nationally executed programinesddition, the auditors noted inadequate cont
to ensure that the database that records audittseywas accurate and complete. UNFPA measur
rectify these shortcomings were not completed atdbnclusion of the auditors work. In all oth
essential aspects, the auditors found that theuatsdairly presented the financial aspects of UNBF
activities.

These issues have been addressed through diffecerective actions implemented by UNFF
Management in response to the recommendationsdead\by the UN Board of Auditors (UN BO#
and UNFPA'’s Division for Oversight Services (DO8&$, evidenced by an audit recently completec
DOS of the Nationally Executed Expensiture auditcpss, which rated the process as “Satisfact(
Progress achieved has also been acknowledged HyNhBOA in the course of their 2011 exterr
audit activities. Specifically, the follow-up the report of the United Nations Board of Audifdrer
2008-2009 notes that As of 30 September 2011, UNR&AImplemented 73 of 93 recommendatic
UNFPA is commited to ensuring accountability at all levels of thganmization, and has establish
dedicated mechanisms to follow up external andmadeaudit recommendations on a regular basis.
also addressing the root causes of the problemsifiee by the Board of Auditors.

49. For 2008, the auditors also “noted significantrgt@mings” in a number of areas during visits
to four country offices. The controls in two couyntoffices were particularly weak. Against this
background, the auditors proposed “urgent stremgtigeof field-based controls as well as regional an
headquarters reviews...to manage the exposure of BNBRisk.” An audit of 34 country offices

undertaken by UNFPA'’s internal auditors rated ozequarter of these offices as “unsatisfactory”,
while half the offices were rated “partially satisfory”?* Ten percent of audit reports were qualified,

2 DP/FPA/2012/5 http://www.unfpa.org/webdav/site/gitibhared/executive-
board/2012/FINAL%20UN%20version%200f%20report%20@0®oard%200f%20Auditors%20-%20single-spaced.doc
ZJNFPA. Financial report and audited financial staets for the biennium ended 31 December 2009 @mbiR of the
Board of Auditors [A/65/5/Add.7]
http://ods-dds-ny.un.org/doc/UNDOC/GEN/N10/461/87HMN1046187.pdf?OpenElement

The Board of Auditors in their 2005 report expressémost identical concerns regarding nationallgaexed in their in
their review of the accounts for 2004—2005, statirag “The nationally executed expenditure propaddit reports provided
by independent auditors reflected a significant bermof qualifications.” The exact extent of projeetdit qualifications
and the impact thereof could not be determinedHerbiennium, as these had not been analyzed byPBINF addition,
the effectiveness of internal controls and procesluin respect of nationally executed expendituraldcde further
improved. See UNFPA. Financial report and audiieancial statements for the biennium ended 31 Bdez 2005 and
Report of the Board of Auditors [A/61/5/Add.7]

http://daccess-dds-ny.un.org/doc/lUNDOC/GEN/NO6/24(FDF/N0644024.pdf?OpenElement
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covering expenditures in the amount of $35.4 millicequivalent to 27.6 percent of audited
expenditures and 4.7 percent of total programnpemditures for 2008.

50. The amount of unsupported expenditures for whiah rgports were qualified was US$1.8
million, or 1.4 percent of expenditures. Unsupedréxpenditures identified in the course of the®200
and 2010 NEX audits were somewhat higher, reprageBt0 percent and 3.8 percent, respectively, of
expenditures. UNFPA management has also implemenigocess to clear unsupported NEX audit
expenditures, by obtaining and reviewing additict@umentation subsequently provided by the IPs.
In addition, UNFPA has also put in place a policdgeneby cash advances to implementing partners
with negative audits reports or unsupported expgareB are suspended until the issue has been
resolved.

51. In a wider perspective, it should be remembered thlaere UNFPA-funded programme
activities are implemented by governments and reregiment organizations, these implementing
partners provide UNFPA with reports documentingrtbee of UNFPA resources. These reports form
the basis for recording programme expenditure éntNFPA accounts’ The use of UNFPA resources
after they have been advanced to implementing govents and non-government organizations is also
a relevant issue. FACE (Funding Authorization &wettificate of Expenditure) forms are used by
implementing partners (IPs) to report expenditued are subject to a detailed review and approval
process by programme and operations staff, angrbjects are subject to regular monitoring by the
concerned programme officers. In addition, all {#Ath expenditures greater than US$100,000 in a
given year are subject to a NEX audit, which presidisibility and assurance on the ultimate destiny
of the funds provided to the IPs — as mentioned/@alloe shortcomings noted in NEX aduits have been
addressed.

52. Implementation of previous recommendations.Progress has been achieved since 2809
implementing pending recommendations of the Bodrduditors’®. By January 2010, UNFPA had
implemented 46 out of a total of 59 accepted recendations (78 percent) of the 2006/7
audit. Ninety-nine percent of the internal audtammendations have been implemented by UNFPA
management. UNFPA has explained that remainingessave being addressed and implementation of
the recommendations is also monitored by the AMdihitoring Committee.

53.  Specific comments In addition to these more general findings, tleam@ of auditors in their
review of the accounts for 2008-2009 also made nfwaa 50 specific recommendations. There is a
detailed discussion of these recommendations iratit#t report (148 pages). The main observations
and recommendations are that UNFPA:

UNFPA. Financial report and audited financial staats for the biennium ended 31 December 2009 ambR of the
Board of Auditors [A/65/5/Add.7]

% UN General Assembly. Financial report and audibeancial statements for the biennium ended 31 Beéez 2009 and
Report of the Board of Auditors, op.cit.

*Status of impementation of recommendations
http://www.unfpa.org/exbrd/2010/first_regular_sesdieport_board_auditors.doc




« firm up the process for full implementation of th&ernational Public Sector Accounting
Standards (IPSAS);

* had notified the auditors of 20 cases of fraud presumptive fraud, which had resulted in
financial losses of US$394,055, with 5 cases tloalcc resulted in further losses still under
investigation. One case involved a government eyggovho “misappropriated” US$100,000
in funds intended for an institute;

« reflect the aging for the other accounts receivablances;

* review its process with Global Payroll Servicesettsure timely recovery of staff advances
through payroll deductions; and assess the pagsatem (Atlas) to ensure it is correctly
configured to recover advances;

* implement procedures for the monitoring and follogvof accounts payable that would include
an age analysis for all accounts payable;

* provide country offices with clear guidance on htawanalyze and review accounts that are
under the responsibility of country offices and manperformance of such reviews;

+ follow up with donors to ensure that available dorfands are utilized for program
implementation, or paid back to donors in a tintagnner;

* monitor the issuing of progress reports to donorgfojects by country offices, as required by
the donor agreements;

* address, through its operational and managementegses, the matter of ensuring that
operationally complete projects are financiallyseld in a timely manner;

» take appropriate measures to ensure the validiyracy and completeness of the data used in
the computation of all post-retirement and end s®rvice liabilities in the future financial
periods by ensuring that the information pertamshe correct reporting period; and develop a
funding plan for the end-of-service liabilities;

« reconcile and review all country office bank acdsun

54. International Public Sector Accounting Standards (PSAS)The UNFPA, following a phased
approach, is aiming at full implementation of thernational public sector accounting standards
(IPSAS) by 2012. The Board noted that that planrditthave measurable milestones to assist in the
monitoring of the plan. The Board identified ar@hsmprovement in the plan, including defining the
roles of the UNFPA regional and sub-regional officend other structures of UNFPA, and full
consideration of the requirements for post-impletagon training?

55. Procurement and contract management UNFPA maintains a specialist Procurement
Services Section in Copenhagen, which also perfdhingd-party procurement. In their review of the
2008-2009 accounts, the Board of Auditors noted tHdFPA, against its rules, continued to record
procurement transactions by including also the obsjoods as income and expenditure, instead of
recording only the fees earned in carrying out éhgansactions. Nor has UNFPA appropriately
recorded receivables for amounts that are refuedaypkhird parties or payables for advances made by
third parties where UNFPA was still to procure intggies on their behalf. UNFPA maintains that its

% An interesting comment concerning the adoptionRBAS is the observation how UNFPA can “provide cagee
assurance that the money transferred to nationglleimenting partners is used for the intended p@posSee UNFPA
INTERNAL AUDIT AND OVERSIGHT ACTIVITIES IN 2008.Reprt of the Executive Director. [DP/FPA/2009/5]




accounting treatment is not that of a procuremeygng but rather as part of its overall country
program and as part of its IPSAS implementatiocpmsideration will be given to this matter.

56. The Board of Auditors identified 16 trust funds lwia fund balance of US$11.2 million that
were not active in 2009. The Board further notedrB2t funds with insignificant fund balances that
needed to be resolved, as well as trust fundshtdhhegative balances.

57. In their review of the 2008-2009 accounts, the Baar Auditors recorded instances at country
offices where UNFPA did not maintain adequate dosnation with regard to the registration of

vendors. The Board noted instances where vendotiidation numbers were duplicated and where
vendor evaluations were not performed. The Boasd abted instances where country offices did not
comply with UNFPA bidding procedures and maintemant documents that support procurement
activities. The Board observed serious and frequieficiencies in the controls and general record
keeping of procurement activities at the UNFPA dounoffices in Yemen and Nigeria.

h. Assessment of Information Gaps

58. Overview. An Executive Board Annual Session website pravidavell-organized overview of
recent UNFPA documents. The Executive Board DetssiDatabase provides an equally clear,
historical overview of UNFPA publications, organizly year and clearly defined topics, even though
there are no entries for 2009 and 263The Annual Reports, UNFPA’s flagship publicatiar the
general public, gives a selective account of aoisj but is short on details as regards income and
expenditures. The fact that the same informatiagivien both in the form of tables and charts dags n
facilitate understanding of how UNFPA is using domontributions. The annual “Statistical and
Financial review” by the Executive Director's o#ialso contains some useful information, but at a
highly aggregated level.

59. Functional classification of expenditures Programme expenditures according to a functional
(focus area) classification are available on therhet, according to broad categories (“Reprodectiv

health and rights”) or detailed subcategories (Eyner population issues”). UNFPA also publishes
information on both regular and other expenditurgscountry groupings as well as for individual

countrieswith a good level of detail.

60. Administrative costs by broad expenditure catego(galaries, travel, material expenses, etc.)
under the support budget are also available oniritegnet by seven broad expenditure categories
(“posts”, “travel”, etc.) in some detail. Howeves requested by the Advisory Committee, there is a
need for more detailed information regarding exjtemels under the support budget. Data are
published on an annual basis, which should be dersii adequate. In contrast to UNICEF,

Headquarters expenditures for management and astraiinve rarely appear in UNFPA documents; it

% See, for example, Executive Board, Annual Sesa@fl9.
http://www.unfpa.org/public/cache/offonce/home/akbid/3415;jsessionid=6 E6F23DF73499B9ED9E52084 00 EB




is not clear if these expenses are amalgamatedthet@support budget. The adoption of a new cost
classification system, jointly with UNDP and UNICHRay address thf<.

61. Major gaps in information. There is no public information regarding expendigurfor
programme assistance by economic classificationgéa/galaries, travel, consultants, material
expenses, etc.). Since programme assistance elpesdiaccount for the overwhelming share of
UNFPA expenditures, making such information puplavailable would be important.

62. A second major gap is the lack of information relyay activities at country level. Information
regarding total allocations to individual countrisspublished. However, comprehensive economic
information, disaggregated by both focus area aoti@nic classification, about UNFPA programs at
country level is not publicly available. In the samein, UNFPA does not publish economic
information about its projects in a comprehensivaywi.e., with information about grant amount,
disbursement period, costs broken down by wagesies) consultants, etc.).

?"In a comment to the consultants report, UNFPArmithat it has been following the same classificadf expenditures
as UNDP and UNICEF in the context of* supplemeniafgrmation” to its proposal for the support betiggiven to the
Advisory Committee on Administrative and Budget&yestions. Furthermore, UNFPA also informs that trarmonized
classification, as of 2010-2011, is part of itgriat budget proposal.
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3. UNICEF

a. Role in Development

63. United Nation Children’s Fund (UNICEF) began asedéief organization for children after
World War I, but its mandate soon expanded to ihglgchildren in developing countries. Today,
UNICEF promotes children’s rights to health, cleamter, education and protection, and, more
recently, also the rights of women. UNICEF incraght emphasizes its advisory role in enhancing
local capacities.29 Of the 60 indicators of progréswards the Millennium Development goals,
UNICEF is contributing for progress in 20 indica@pread across 7 MDGs.

64. UNICEF is active in 190 countries and territorie®umd the world, operating out of 127
country offices and 7 regional offices in addititmnits headquarters in New York, Copenhagen and
Geneva. It is a decentralized organization withenbuit of 10 staff members working in the fféld
Over 10,000 (including consultants and volunteefsihe staff are in the field. Unlike development
institutions that allocate support based on coupéiformance, UNICEF takes pride in its presence in
“orphaned countries”. While this approach may cavith it high overhead costs for UNICEF, at the
same time it ensures monitoring of key indicatarbild well-being and rights, as well as a safety

for children and women in these countries and tboisiplements the policies followed by other
development institutions.

65. UNICEF is also a very significant agency in ternfsspending with US$3.63 billion in
expenditures for 2010. If trust funds, managed assfhrough, are included, UNICEF’'s spending in
2010 comes to around US$4.6 billion. Out of the 8I83$ billion mentioned above, about US$3.53
billion of UNICEF’s regular and other resource210 were spent for programmes (i.e., programme
expenditures), US$78 million for administration amdnagement, and US$23 million for security
(i.e., support costs).

66. Like other UN agencies, UNICEF's reporting on reves is rather detailed. Information about
expenditures is available in detail in the anniradricial report to the Executive Bodtd This report

in Statement VII gives information on expenditul®s country. In addition, the annual report of
UNICEF and its data companion provides informatigrregion, by key result area and focus area of
the strategic plarf Table 3.8 in this report is from the 2009 annwglart. The level of detail in the
biennial support budget is significantly less todlagn it was five years ago.

% http://www.unicef.org/mdg/28184 28229.htffhis draft is based on reviews of informationitakade on the Internet and
incorporates information received during interviewish UNICEF Headquarters staff, February 22-24120The present
version of this report contains numerous footnttes will be either removed or worked into the texthe final version.

29 United Nations Children’s Fund. 28-30 Septembeé¥®2@he UNICEF medium-term strategic plan, 200620®esting
in children: the UNICEF contribution to poverty tedion and the Millennium Summit agenda
http://www.unicef.org/about/execboard/files/05-11 M SP.pdf

30 Seehttp://www.unicef.org.uk/Documents/Publications/Aelements2010.pdf

31 For 2010 see: http://www.unicef.org/about/exechftes/2011-ABL6_Interim_Financial_Report-ODS-Eist.pdf)

%2 This can be accessed at: http://www.unicef.orgilemecboard/files/2011-9-ODS-ExDir_report-Englisif.




67. UNICEF's disclosure of information regarding expeuades by focus area is good, enabling the
consultants to tally programme expenditures as a®lsupport and management and administrative
expenses according to a functional (focus areagsifleation of expenditures — using information
available on the Internet -- in minute detail. Soppgeost broken down in broad categories by economi
classification (salaries, travel, material expens#s.) is also publicly available. However, thensa
level of detail is not available in public inforn@t regarding expenditures for programme assistance

68. The observations made in this study are in liné&itecent assessment by a network of donors,
which came out with a generally positive view oé tHNICEF3® However, the assessment also gives
UNICEF inadequate rating as concerns use of cowysyems for procurement, audit and financial
reporting. The UNICEF 2009 audit report containsreview of procurement and contract
management. It notes a number of deficiencies in relation mmpetitive bidding. (For further
comments, see chapter VIII in this report.) Addiatly, DFID completed in March 2011 a Multilateral
Aid Review, which includes an assessment of UNICESee section VIII in this chapter for further
detail.) The review concludes that UNICEF is a vpaiforming agency, which gives UK “value for
the money.” As a result, it will receive an incriegsportion of UK aid. It also gives a satisfagtor
rating to the aspects of procurement covered byetiew.

b. Resources

69. UNICEF's income in 2009 was US$3.2 billion, dowmpédrcent from 2008 due to the economic
recession in main donor countries. Seen over tBe gecade, resources have, however, increased at a
very high rate -- on average by 13 percent annually testimony to UNICEF's ability to mobilize
resources. In the year 2005 alone, its resourca®ased by 40 percent due to a surge in private
donations in response to the Tsunami catastropfi@eoémber 26, 2004. However, while earmarked
donor contributions have been increasing at a oatever 12 percent annually, contributions to
UNICEF’s regular resources have stagnated ovepakefew years and now account for less than one-
third of total revenues, down from nearly 50 petder2002 (se€ able 3.1).

70. Governments account for roughly 60 percent of UNKGEtotal, regular and other,
contributions and a somewhat smaller share, 5%epef regular, or non-earmarked, resources. Inter-
organisational arrangements such as CERF, Multoddinust Funds and UN Joint Programmes also
contribute to UNICEF income. Other resources todagount for two-thirds of UNICEF income;
according to UNICEF staff, these contributions tbep resources come in a variety of forms, with a
common form being direct support for projects idfead by UNICEF country office in dialogue with
the donor (within the framework of the country prag). Significant other emergency contributions

33 http://www.mopanonline.org/upload/documents/UNICERal _February 19 issued.pdf

34 http://www.unicef.org/about/execboard/files/A-6548k2-Financial _report-audited financial statements-

report_of Board of Auditors.pdf

35 http://www.dfid.gov.uk/Documents/publications1/maricef.pdf.

An evaluation of UNICEF programme funded by the &isle Sida was generally positive in its conclusjdng highlighted
the need to focus on ultimate results, not outphis study, however, did not concern itself withafincial aspects of the

http://www.unicef.org/evaldatabase/files/2006-008alHation_of SIDA_supported_interventions.pdf

programmeFinal report on the evaluation of Sida supporh WNICEF Country Programme in Kenya



are made directly to UNICEF Headquarters, oftennijative from donors or as a result of country
level contacts, particularly in situations of exded emergenciés Nearly one-third of UNICEF'’s
income comes from private “National Committees” avttier private contributions. Private sector
contributions are split between core and non-cacerne, with US$492 million given to core activities
and US$533 million given to non-core activities2009, even though such split fluctuates over time
due to sudden humanitarian cris€empared to other agencies, UNICEF receives a laugeber of
small contributions (over 80 percent of the totahwer of other resources contributions were below
US$1 million in 2005Y'. Incentives to encourage larger contributions hatlyet yielded expected
results by 2006.

71. Norway is a significant contributor to the UNICERNking consistently among the top 2-3
donors, despite its limited population. Norway, hwitearly US$200 million in contributions, was the
second largest donor to UNICEF in 2009. In additioearly 35 percent of Norway’'s contribution in

2009 was in form of funding for regular resouracgbich gives UNICEF flexibility for using resources

in line with its mandated priorities. Norway als@akes multi-year pledges, which aids in ensuring
stability in expenditures.

72.  Due to the build-up of large unspent balances, UBMH®as had significant interest income in
recent years. For example, in 2008 UNICEF had US$fdlion in interest income. In contrast to the
UNDP where interests earned have to go back tprhect fund that generated the income, UNICEF
adds this income to its regular resources pool Wekibility as to use of the money, as statedts i
Financial Regulations and Rul&s.

73.  Given the constraints on the use of other resoudm®ors are being encouraged to contribute
thematic funding as a “second-best option”. Theenkinds offer more flexibility for country offices
how to use the resources within the framework efdbuntry programme. One of several versions is
global thematic funding, which is distributed by #wernal senior level committee among specific
country programs. This type of thematic funding offers a vehicle foanding programs close to
priorities approved by the UNICEF Board. UNICEF a®ed close to US$300 million in thematic
funding in 2009, 40 percent of which from Nordiaatries.

% The key documents for UNICEF’s humanitarian fuisirg are: The UN Consolidated Appeals and UNICE#isual
‘Humanitarian Action for Children’ document. httfovivw.unicef.org/hac2011/index.html

37 See http://www.unicef.org/about/execboard/files/06-ABlabstrecovery.pdfara 4, page 4.

3 Regulation 11.4 spells it out: “ Regulation 11rterest derived from placement of funds shall teslited to the UNICEF
Account and shall be recorded inthe Regular Ressusub-account. Unless otherwise authorized byBxecutive
Director, no interest shall be payable on fundsiadgtered by UNICEF.”

Document can be found in Executive Board Librarytbe Internet. http://www.unicef.org/about/execlatfiles/2011-
ABL8_Regulations_and_Rules-ODS-English.pdf

39 An easy guide to understand Thematic Contributions
http://www.unicef.org/pfo/files/Thematic_funding_idelines__final version_(2).pdf




Table 3.1 - UNICEF resources by type of revenue
US$ millions, current prices

2001 2002 2003 2004 2005 2006 2007 2008 2009

Regular resources 551 709 730 796 812 1056 1106 1085 1066

Other resources 674 746 958 1182 1949 1725 1907 2305 2190

of which:

Regular 439 505 515 791 820 1126 1378 1570 1527
EmergenCy 235 241 443 391 1129 599 529 735 663
Total resources 1225 1455 1688 1978 2761 2781 3013 3390 3256

Of which:

Interest income 27.8 16.9 135 24.0 68.1 1225 139.6 109.3 60.8

Norway contribution  64.3 829 1128 1351 2055 1786 1976 1969 199.1

Norway rank as
donor 5 4 3 4 2 3 2 3 2

Memo item
Trust fund
contributions 481 345 635 591 767 821 743 1243

Indicator

Regular resources 416 487 432 402 294 380 367 31.6 32.8
as share of total

resources (%)

Source UNICEF Annual Reports. Global Policy Forum.

http://www.unicef.org/publications/files/lUNICEF _Aoal Report 2009 EN 061510.pdf
http://www.globalpolicy.org/un-finance/tables-ankiacts-on-un-finance/the-financing-of-the-un-progna@s-funds-and-
specialized-agencies.html

74.  Some US$900 million, or close to 30 percent of UEFCincome in 2009, came from private
donors and non-government organizations. Nationammittees, independent civil society
organizations in association with UNICEF, have pa\particularly useful in mobilizing financial
resources during cases of emergencies when guspkmee is a necessity.

75. UNICEF also handled some US$1.2 billion in trustd resources in 2009. These funds are
resources entrusted to UNICEF by various entitissluding governments, other United Nations
organizations and non-governmental organizatioascdver mainly expenses for procurement of
medicines and other supplies but also other seswiodertaken by UNICEF on behalf of these entities.
Thus, trust fund income is essentially a pass-tjinoitem. They also include funds provided by
sponsors to cover the costs of Junior Professiofitders. UNICEF commissions for this service are
recorded under “other income”. UNICEF fees, arolw®12 million in recent years, vary with the
value of procured supplies; averaging some 0.6egmeraf value. Regulations require that trust fudds
not form part of the income of UNICEF. They arerdiere recorded separately to distinguish them




from the funds that are received for and are spergrogrammes approved by the UNICEF Executive
Board. UNICEF's total trust fund receipts amountied)S$1.2 billion in 2009.

76.  Private fundraising. Compared to other UN organizations, UNICEF reliesa very high
degree on private donations. As shown in sectidoel®w, support cost charges on non-thematic
funding raised by private sector in programme coestare lower than UNICEF's standard charge (7
percent) Private donations raised by National Committeedanor countries — which by far comprise
the bulk of private fundraising — are subject iastdo the 7 percent recovery rate. Despite the
relatively high fundraising cost for such donationser 27 percent of income mobilized in 2007
according to Table 3.2 below, private contributions are mostly accompanied by eiew
restrictions/conditionalities, and lighter repogimequirements than earmarked contributions from
governmental donors.

Table 3.2 - Private fundraising and Partnership Divsion
US$ million, current prices

2007 2008 2009 2010

Income

Gross proceeds from sales 156.2 130.1 119.6 101.3
Private fundraising 360.0 336.7 385.2 393.7
Other income 22.6 18.7 27.6 17.9
Total 538.6 485.4 532.3 512.9
Total expenditure 147.6 124.8 152.9 178.8
Net income 391.0 360.6 379.4 334.1

Source Interim financial report and statements for tlearyended 31 December 2008, the first year of ienbum 2008-
2009. Statement IV.
http://www.unicef.org/about/execboard/files/09-ABlrBerim_financial_report-ODS-English(1).pdf

c. Current Planning and budgeting processes

77. UNICEF's activities are framed within the contextits medium-term strategic plan, which
estimates core and non-core resources expected &vdlable and states focus areas for the use of
these resources for usually a fixed period of fgears (able 3.3. The current Plan was approved in
2005, but has subsequently been extended and foledrd from 2006 — 2009 to 2013 as part of the
harmonization of the activities of UNICEF, UNDP adNFPA*°

78.  Allocations for focus areas The Plan identifies five (six, if a category “Othés included)
strategic or focus areas as one of the basis tmindined with national priorities to determine spec
programmes at the country level. Further, whilemally a strategic plan of this nature is prepaaed

0 UNICEF medium-term strategic plan (MTSP), 2006-20Mvesting in children: the UNICEF contribution poverty
reduction and the Millennium Summit agendutp://www.unicef.org/childsurvival/files/05-11 MTPSpdf

Medium-term strategic plan for the period 2003-20fd6ancial plan and related recommendation. Then Rlocument
shows expenditure targets for regular and otheremdipures in the form of a highly condensed chart.
http://www.unicef.org/spanish/about/execboard/f2€83-ABL-7.pdf




approved every four years, country programmes @eaped and approved every five years — with 15-
30 of them brought to the Executive Board each .yed/nder the UNICEF system of planning,
guantitative targets are set at country level, thase national targets; thus, the statement in tha P
(page 48) that direct programme core expendituré¥oung child survival and developmenvitl be at

a level similar to the level estimated in 2004” gldobe understood as an expectation regarding the
outcome at global level for the individual focugas based on past expenditure status, rather $han a
global financial target for the focus area. The adnterpretation should also be given to the Plan
statements that “Shares of regular resources foerotocus areas are to also remain close to or
equivalent to levels under the previous plan.” trad “Expenditures on focus arBalicy Advocacyan
entry introduced in 2004, are projected at 11 pertd@he Plan document also gives a number of very
detailed sub-targets, based on globally agreectmrdor example: “No. of new pediatric infections
reduced by at least 40 percent.”) for interventiwithin these five broad focus areas (see beldw),
(SeeBox 3.1for further comments on the setting of UNICEF’sukés targets).

79. As a result of the trend towards increasing shamaonarked contributions in total resources,
the Plan today sets priorities for only one-thirfl total expenditures. Moreover, UNICEF at
Headquarters level does not have any mechanisnalli@cating core resources among these focus
areas'” Core resources at aggregate level for countrieslémeated based on a formula approved by
the executive board. Country offices in consultatwath partners allocate core resources to differen
programmes (related to MTSP focus areas) basedoontry level priorities. Thus, the Plan’s
statements about priorities only servegagdelines for country offices, where tde factodecisions
regarding the allocation of resources are madehwihe framework of the total country allocations
and the success of UNICEF's advocacy efforts). &t $ame time, while the total of non-core, or
earmarked, contributions may be planned with soc®uracy, it is not possible for UNICEF to
anticipate the detailed priorities of these conttifns as stipulated by donors. And, as shown above
earmarked resources now account for the dominarit gfathe resources UNICEF disposes over.
Despite these constraints, earmarked funds diltea¢o MTSP focus areas.

80. Medium term financial plan. A “rolling” financial plan, which estimates theverall regular
(core) and other (non-core) financial resources &na expected to be available over the coming four
years, forms the central part of the Medium-TermaRcial Plan. The financial plan provides the basis
for the detailed planning of regular resources @ogne expenditure for the coming year. It also
provides a basis for the management of UNICEFsidiy requirements.

81. In contrast to the Medium-Term Strategic Plan, fimancial estimates are reviewed and
updated annually on a “rolling basis” to reflece tmost current income estimates. Since it takes int

“1 Country Offices are required to report on achiesetmof results annually and at the end of the @nwgne cycle.
Although global aggregation is not feasible, thee efforts to do so in the new information sys{®tSION).

*2 Exchanges with UNICEF revealed an agreement witiots to allocate non-core resources as pooledrfgrid support
the achievement of results in an MTSP thematic,av@hout further earmarking of the contributionedo however, provide
a vehicle for UNICEF to align resources with Heaaltiers priorities. Thematic funds — whether atghebal, regional or

country level — are allocated to support resullstegl to the respective MTSP Focus Areas



account most recent information, the financial p&m@ more useful planning instrument in assessing
total resource availability than the Medium-Termagtgic Plan exercise. The Executive Board makes
appropriations for the funding of regular resourpesgramme expenditures for the coming year based
on these estimates. The support budget, in conisampproved on a biennial ba$is.

Table 3.3 - UNICEF planning and budgeting processn overview

The relations between the Plan document and the apppriations
for programme and support budget expenditures can &
summarized as follows Frequency

A. Budget approvals

1. Institutional Budget- previously known as Biennial support budget tlee Biannual
entire organization (country offices, regional o#s and headquarters divisions) —
covers costs for management, administration, sycuand development
effectiveness

2. Advocacy, programme development and inter-cgurgrogramme for Biannual
programme related budgets with a small (about US &#lion) part of core
resources and the rest in other resources to bedréiiom donors for programme

related costs to be raised and spent at headguartdmregional office locations

3. Country programme budgetsNormally once in five years (or for the duratio®nce in five years
dependant on national development cycle) for cgumtogrammes of cooperation.

UNICEF operates in 155 countries through programofesooperation utilizing

either core resources (RR) or other resources (CG&vR OR-E). An indicative

resource envelope from core resources is approyeitieb executive board. The

actual core resources on a yearly basis is detedmbased on the total core

resources and the Executive Board approved formiulg.adjustments to the last

year of the budget to accommodate for differenogtiat may have been approved

at the start of the country programme and whatadlgttbecomes available is

further approved through the instruments notedwvelo

4. Consolidated country allocation of Regular res@s for country programmesAnnual for some countries
in the final year of previously approved countnogrammes of cooperatioto only

accommodate for differences between previously amal amounts and what

became actually available based on the allocatondla

5. Consolidated country allocations of Reqular @dther resources for countryAnnual
programmes of cooperation, which may have beemd&tbby either one year or

two years

3 UNICEF. Medium Term Strategic Plan. Planned finahestimates for the period 2009-2012. E/ECEF/2QB%..5.
http://www.unicef.org/about/execboard/files/09-ABMIT SP-ODS-English.pdfFrom the perspective of transparency and
accountability it can be noted that the Executiaml has felt compelled to request that “the UNIG&Hnclude in the
Annual Report of the Executive Director, on a biahibasis; a summary of financial results per biemnmversus those
originally budgeted for.”




6. Periodic requests for approval of country progmaes of cooperation thatOccasionally for some
require enhancement of ‘Other Resources’ ceilings countries only (once a
year)

B. Approval of Plan frameworks (including results famework)

1. Medium-term strategic planas a global programme framework that seormally for four years
parameters for global aggregation and reporting WKRICEF's programme (Extended twice by two
performance, cross-cutting strategies. It has aiilie levels expected for differenyear each)

focus areas, but is not a part of the approvalgs®c

2. Results framework is prepared with the MTSP and with the Institméb Biannual
budget as a performance and reporting frameworth®programmes and budgets

3. Allocation formula for core resources to counpmpgrammes- this is done in Occasional
response to requests from the Executive Board.|dtest revision was done in
20009.

4. Medium-term financial frameworkthis is done on a rolling basis for four yearsnnual
at any point of time. The actual approval by theoeitive board is of the financial
framework for four years and the total programmiengigsions for one year using

the formula noted in 3 above.




Box 3.1- Setting results targets the UNICEF Mediun-Term Strategic Plar.

A central function of UNICEF ‘s Medium-term strateglan is to specify results to be achieved

each focus area as part of a move to a resultstrasde of operation. Very detailed specific targ

which will provide a basis for assessing progressng 2006-2009 “with a significant level o
organizational contribution” are listed. No lesariffour result areas, 12 sub-targets and 33 irali€3
are specified under focus area Young Child survaral development alone. According to UNICER
program for methodological development, these targee to be further disaggregated by gend
urban/rural area, wealth quintiles, etc.)No relativiorities are given for these sub-targets.

Without any information regarding relative importanof different target areas and sub-targets,

cost for achieving each target, it is not possiblassess ex post if the Plan realized its objestir

not. Most of the results are ‘Shared results’ tabkieved jointly with national partners. Additidiga

there is no link between stated objectives anddbeurces required to realize these objectives; tine
Plan is not a plan in the conventional meaning afoaument that states the resources necessa
achieve stated targets. Moreover, UNICEF Headguadees not have instruments to ensure tha
indicative ratios for core expenditure are adhdcedihen all programme expenditures by focus ar
are aggregated at country level. UNICEF’s planrforgcore expenditures covers only a limited shi
of its total expenditures. From this perspectivBlICEF planning at Headquarters level at best se
as a framework only. The essential instruments NfQEF'’s allocation of expenditures at the cent
level is the financial plan that estimates theltataount of core resources expected to be avaifabldg
the coming year (and beyond) and the country dilmecamechanism. The de facto allocation

resources by focus area are made at the countey &svconcerns core expenditures and in dao
capitals as concerns other (earmarked) funds. Waeit details on management and administrati
programme support are available at aggregate I€fglgll countries together) in the Executive Biba
document on ‘Institutional Budget'. This informatias currently not available disaggregated

country offices. Further the nature of programm&saance in terms of technical assistance, supp
capacity development, programme communication, dath analysis vary from country to count
depending on the capacities of the country as wasllthe focus area supported from UNICI
programme funds.Moreover, with numerous donors/adti the same field, it is not possible to ass
the extent to which UNICEF has contributed to pesg. Thus, unless UNICEF is a dominant do

attribution is difficult.

Note Results are achieved at country level. Countrfic® are required to report on achievement
results annually and at the end of the programnatecyAlthough global aggregation is not feasib
there are efforts to do so in the new informatipstem.

82. Planned versus actual expenditures. Table 2.eompares the Plan’s financial estimates for
total regular resources and other resources exjpeeslj respectively, with actual expenditures. &hil
the Plan’s estimates are accurate in projectingfitlse few years’ expenditures and revenues, it
underestimates expenditures for the final yearhef glan period by nearly one-third. As changes in
economic climate cannot be predicted 5 years ih® future, the medium term financial plan,
presented to the Executive Board, is updated ahnilé estimates for emergency expenditures,
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however, have consistently understated actual eipeas by a significant margin during the period
under consideration. This might be explained byrecgdented humanitarian crises such as the Indian
Ocean Tsunami, Pakistan earthquake, Haiti Earthegt@lowed by Cholera epidemics, Pakistan floods
and two ongoing wars in Afghanistan and Iraq thatehled to unprecedented commitments for Other
resources-emergency from governments, national ¢tiems and private sector for UNICEF. Another
observation is the stability of actual emergencgesditures, showing that major donors are able to
rapidly mobilize and set aside considerable amodotsemergencies year after year. The most
significant deviation between planned and actugleexlitures is for other regular resources, which
increased by no less than 80 percent over theg@laad versus an expected increase of a more modest
16 percent.

Table 3.4 - The 2005 Medium-Term Strategic Plan: Rhned versus actual expenditures for 2005
— 2009 US$ million, current prices)

2005 2006 2007 2008 2009

Regular resources

Programme
Plan 511 520 545 572 599
Actual 485 533 743 747 769

Support cost and
management and
administration
Plan 271 290 302 311 320
Actual 225 218 250 251 321
Total programme
expenditures

Plan 782 810 847 883 919
Actual 710 751 993 998 1090
Other resources
Regular
Plan 675 702 702 764 780
Actual 815 913 1081 1316 1478
Emergency
Plan 660 550 510 498 507
Actual 666 672 693 746 696

Source The UNICEF medium-term strategic plan, 2006-20@9esting in children: the UNICEF contribution poverty
reduction and the Millennium Summit agenda. July205. UNICEF Annual Reports 2005-2009.

83. Table 3.5compares planned versus actual allocation of eeguiogramme expenditures. The
significant differences between plan targets antiahcexpenditures for different focus areas are
notable. One interpretation of this outcome is timintry priorities differ from UNICEF’s institutiaal
expectations and that UNICEF at Headquarters ldees not have means to “enforce” its projected
expenditures by focus areas’.




Table 3.5 - Planned versus actual allocation of redar (core) programme expenditure by focus
area, 2006-2009Rercentage sharddS$ million, current prices)

Plan 2006 2007 2008 2009
Young child survival and development 46 39.8 44.0 46.0 39.8
Basic education and gender equality 21 16.4 15.0 15.1 14.4
Policy advocacy and partnership 11 23.6 18.2 18.6 28.4
Child protection 9 10.9 11.0 11.2 9.8
HIV/AIDS 12 7.1 8.4 6.7 6.5
Other 1 2.2 3.4 2.4 1.0
Total 100 100 100 100 100
Total expenditures 533.2 743.4 7465 769.1

Source UNICEF Annual report of the Executive Directorogress and achievements. Various issues.

84.  Priorities for country allocation. The Strategic Plan gives “priority to children ow-income
countries, in particular least developed count(@3 percent of regular resources) and those of Sub-
Saharan Africa (50 percent of regular resourcds)lso stipulates that at least two-thirds of dagu
resources for programme expenditures are to beat#ld on the basis of three main criteria: (i) unde
five mortality rate; (ii) gross national productica(iii) child population. From 2009 another stigtibn

is that upper middle-income countries with a UNIC&pported country programme shall receive a
minimum allocation of US$750,000 (increased from $6@0,000 in previous years) in core
programming until achieving ‘high income’ statusisl interesting to note that in 2008, allocatidois
UNICEF’s operations in upper middle-income courst@@nounted to only 2 percent of total allocation
of regular resources. Actual allocations (includthg minimum allocation) to country programs are
made according to a formula, consistent with thpegwities.

85. The actual use of the country allocations are gwe by bilateral country program agreements
between UNICEF and the recipient countries. Theggams are harmonized with national planning
cycles. UNICEF’s country program typically runs fér years:* According to information from
UNICEF staff, country allocations not spent at #wed of the programme cycle (because of, for
example, civil unrest) go back to the central poblfunds. However, within the programme cycle
period, funds can be re-programmed according tagihg national priorities.

86. A donor has expressed the view that the alignmebiNICEF’s economic and administrative
procedures with national systems was limited, ewehe central modality for the UNICEF is the
country programme of cooperation implemented byionat partners with UNICEF technical
assistance. More generally, country priorities ao¢ necessarily identical to those stated in the
UNICEF Plan. Likewise, earmarked donor contributioay not be top priorities according to national

** These country programs belong to UNICEF’s clientiritries; in line with UNICEF policy to “protectts partner
countries, country programs are not officially dale.




plans. UNICEF supported activities within the programme amoperation in some countries can
bypass national systems, if so agreed in Countvyg®@mme Action Plan (CPAP). .

87. UNICEF also uses a system of supplementary allmcatiuring ongoing fiscal years. For
instance, as a result of available resources fogrammes being higher than originally estimated and
approved for 2010, the Executive Board approved 188%million as a ceiling for additional regular
resources for 29 countries in 2010 (as noted imre¢hised Table 3.3 A4Y, These allocations are based
on three criteria: USMR (number of under-five deapier 1000 live births), GNI per capita in US$ and
child population in thousands. As an examplefr&ieeone with a planning level of US$8.6 million
for regular resources, got an additional allocatiwnUS$5.6 million in 201d° Such technical
enhancements of regular resources allocation isssacy in the last year of the programme cycle to
adjust the approvals to the actual allocationsdasethe formula. Flexibility in adjustment of cuty
programmes is maintained in order to allow changegrogrammatic interventions agreed with
governments. However, there is a risk that théesyswvith supplementary allocation could constrain
an orderly implementation of programmes, whereeth&@mweak institutional capacity, as the additional
allocation is large in comparison with the origimele and preparation is rapid. Whether or notehes
risks materialize in practice would be worth studyi However, UNICEF does not allow more than a
3 percent decrement or a 2 percent increment intcpprogramme allocations, even if the calculated
share based on the formula is different, thus @mguhat the above potential risks for programme
implementation are never major.

d. Mapping expenditures at Headquarters, Regional ancCountry level — Programme
Expenditures”

88.  Overall picture. UNICEF's total expenditures have increased atrg fast rate during the past
decade, nearly tripling in current prices (Semle 3.9. However, trends in regular (core) and other

%> The current system for allocation of regular reses was introduced in 2008 and builds on a “medifisystem
introduced in 1997. See Report on implementationthef “modified system for allocation of regular sasces for
programmes” approved by the Executive Board in 199espite attempt to bring clarity to the issued meeting with
UNICEF officials, the exact working of the countijlocation formula is still somewhat diffuse, inrfieular as concerns
the role of the minimum US$750,000 allocation.

http://www.unicef.org/about/execboard/files/08-d®eation RR-English.pdf

“% |t is interesting to note that Zambia with a papita income of US$950 gets a higher allocationg@!S million) for
2010 than Vietnam with a per capita income of USB& allocation of US$3.6 million). Vietnam witbw mortality (14),
GNI of US$890 and child population of 28.6 m sfidits lower regular resources when compared withtZatmecause the
latter has a child mortality of 148 (ten times tégh GNI per capita of 950 (just marginally highand a child population
of 8.6 million (three times lower). See UNICEF. gramming Planning Levels for Regular Resources0it02 December
11, 2009.

http://www.unicef.org/about/execboard/files/Progranme Planning Levels for RR-2010-Jl-formatted.pdf

" As already mentioned, UNICEF reporting on expends is extremely weak. For example, the 2001 is§iits flagship
publication for official consumption, the UNICEF Amal Report, has fifteen (15) lines on actual exgiitenes (most of
which irrelevant information). The 2002 Annual Repds an improvement in information disclosure, cdissing
expenditures in 16 lines (a 6.7% expansion of texyl also reporting actual costs under the Bi¢riSuaport budget. The
2001 and 2002 report mentions expenditures for fiiyuprogramme cooperation” but does not make dheav much is
funded under regular and other resources, respégctiv

As a matter of policy, UNICEF does not have expemds for investment in real assets. However, shro=st governments
sometimes do not live up to their obligation to\pde offices for UNICEF, it currently owns “moreqgerty than it wants

to”. These assets are not amortized; thus, theyotishow up in UNICEF’s financial flows.



(earmarked) expenditures have differed signifigaritVhile regular resources expenditures more or
less stagnated, other resources expenditures loani@wed at a very high rate as a result of a gngwi
number of donors and channels. Core expenditures aocount for only one-third of total
expenditures. The very large allocation of emergengenditures in 2009 (about 56 percent of total)
gives ground for the interpretation that donorsehawery wide definition of “emergencies”.

Table 3.6 - Trends in actual regular and other resarces expenditures 2001 - 2009
US$ million, current prices

2001 2002 2003 2004 2005 2006 2007 2008 2009

Regular resources n/a n/a na 657 712 752 994 998 1090
Programme cooperation n/a n/a n/a 563 485 533 743 747 769
Programme support n/a 145 155 164 137 142 156 167 201
Management and 81 79 87 92 88 76 94 84 120

administration.

Other resources n/a n/a nfa 945 1485 1591 1788 2061 2174
Regular 586 816 916 1090 1315 1478
Emergency 359 669 675 698 746 696

Total expenditure 1246 1273 1480 1606 2197 2344 2782 3098 3298

Regular resources 409 324 321 357 329 331

expenditures as share of total
expenditures (%)

Memo item:

Trust funds 346 489 579 715 839 n/a 802 1050

of which: . 145 204 379 423 635 nla 715 970
Procurement services 201 285 200 2092 195 n/a 87 80

Other activities

Note n/a means that data not available. The dataXpermditures in 2001 uncertain since comments tobmusiin the
source (Annual Report) very ambiguotibe table does not specify write-offs and otheranedjustments to costsence,
numbers for regular and other resources do notipdd total expenditures.

SourcesUNICEF Annual ReportdJNICEF. Medium Term Strategic Plan. Planned finahestimates for the period 2009-
2012. [E/ECEF/2009/AB/L.5]. http://www.unicef.org/about/execboard/files/09-ABMIT SP-ODS-English.pdf; and
UNICEF. Medium-term strategic plan: planned finahci estimates for the period 2010-2013
http://www.unicef.org/about/execboard/files/10-ABMT SP-ODS-English.pdf

89. Last decade’s trend in the structure of resoursdisarefore a source of concern both within the
UNICEF and among major donors. UNICEF’s ability disburse funds in line with priorities
established by the General Assembly and its ExezBioard depends on a strong and reliable core
income base. On current trends, the UNICEF is agirgly becoming an agency, whose primary role
is to implement programmes according to requiresieat by donor government rather than the stated
priorities of the UNICEF as an organizati®@ome donors are therefore increasingly channetheqg
non-core contributions into so called thematic &rfalhich are much more flexible as regards use)
jointly with other donorsThe increase in the number of smaller donationsextensive earmarking
could also adversely impact UNICEF’s aid effecties$t — at the headquarters, regional and country
level — and strain the implementation capacityesipient countrie&’

“*8 The impact of earmarking is well documented indeaic literature. See for example, Bilodeau, M.SBvinski, A.
(1998). Rational nonprofit entrepreneurshigournal of Economics and Management Strateg$57;571; or Toyasaki,




90. It is also noteworthy that UNICEF has a lower shafeore expenditures (16 percent) than
most other UN agencies for which information isikalde. Core expenditures accounts for 25 percent
of total spending for both UNDP and WP The fact that UNICEF funds field projects and
programmes under its programme assistance buddet than the administrative budget, contributes
to this lower share.

91. According to information from staff, the size of UMEF programmes varies significantly. An
ongoing emergency (flooding disaster) programmeaikistan runs at US$250 million; at the same
time there are UNICEF activities in the amount &31,000 only. However, UNICEF staff highlights
that one should not see UNICEF in terms of numlbeprograms, but as interventions within a
comprehensive framework.

92. Expenditures by focus area Table 3.7 show recent trends in the structure of actual
expenditures by focus areas for regular and otkperaitures, respectivefy.Young child survival
and development is the dominant expenditure cayedmut allocation has consistently been below
target (except in 2008). The fluctuations in theenditure shares for young child survival is also
noticeable, given that it is funded by a presumakdyple base of core contributions. The high sfare
policy advocacy compared to target is also notieeabNICEF spent US$400 million — US$218
million under regular resources and US$182 millioxder other resources -- on policy advocacy in
2009. A considerable proportion of the expendituséed as ‘Advocacy’ is actually for strengthening
data, evidence and situation analysis and the igphereof>? For example, UNICEF staff informed
us that while the multi-indicator cluster surveysed to be carried out with UNICEF support once in
five years, they are now supported once in threesy® enhance the data and evidence on situation o
children and women and thus enhance the abilitypraigrammes to target the most poor and
marginalized. A major part of the work in recenaggehas been to undertake analysis on key indeator
by wealth quintiles and thus gather evidence orr¢heh of programmes for children to the poor.

Funimori (2010),An Analysis of Impacts Associated with Earmarkedva®e Donations for Disaster Reljefvork
University, York.
“9In response to these trends, UNICEF has negotiaitddonors contributions to global regional andigwy thematic

funds to keep the non-core resources flexible. Adiog to comments by the UNICEF Headquarters, dldhbematic
resources give UNICEF HQ the required flexibility direct resources where it should “focus” basedtten national
priorities or burden. Thematic fundscilitate programme funding in a more strategic negnwith an equity focus, in order
to achieve MD/MDGs and MTSP results, by increasilexibility in the allocation of resources to areab highest
programme needs. These funds provide a more flexibhger and harmonized time-span for using doutions, an
arrangement which also helps to reduce transactists. They enable UNICEF to allocate funds inisigfit amounts to
strengthen results-based planning and effectivdeimentation. They also provide an avenue for dingctesources to
critically under-funded country programme areas.

0 United Nations Secretariat. Funding operationgiVéies for development at the United Nations eyst March 8, 2010
°1 Reclassification of expenditures prevents showingdat earlier years.

2 UNICEF work on Policy advocacy covered a) Suppational capacity to collect and analyze stratégfiermation on
the situation of children and women (US$187.2 wiil)i b) Research and policy analysis on childrett women, with
special consideration of children poverty and digigs, social budgeting and legislative reform iimplementation of the
Conventions (US$ 44.3 million); c) Policy advocadjialogue and leveraging (US$51.1million) and d)h&mced

participation by children and young people (US$3#ilfion).



Table 3.7 - Programme expenditures by focus area rfaegular resources and other resources,
2006-2009 gS$ million, current prices)

2006 2007 2008 2009
Young child survival and development 1081 1319 1418 1366
Of which:
Regular resources 212 327 343 306
Other resources 868 991 1075 1060
Basic education and gender equality 451 511 598 629
Of which:
Regular resources 87 112 113 111
Other resources 363 400 485 518
Policy advocacy and partnerships 233 234 267 400
Of which:
Regular resources 126 135 139 218
Other resources 108 98 129 183
Child protection 216 264 309 343
Of which:
Regular resources 58 82 83 76
Other resources 158 183 224 267
HIV/AIDS 117 161 188 188
Of which:
Regular resources 38 63 50 50
Other resources 79 98 137 138
Other 23 28 31 17
Of which:
Regular resources 12 25 18 8
Other resources 11 3 12 9
Total 2119 2517 2808 2943
Of which:
Regular resources 533 743 746 769
Other resources 1586 1774 2062 2174

Source UNICEF Annual reports 2006-2009.




Table 3.8 - Use of resources by “Key results area2009
US$ million

Focus area/Key results area 2009

Young child survival and development

Support national capacity to achieve Goal 1 bprowing child nutrition through improved practicaad 56.3
enhanced access to commodities and services

Support national capacity to achieve Goals 4 arttirough increased coverage of integrated packafjes 754.9
services, improved practices and an enhanced paticyonment

Support national capacity to achieve Goal 7 lydasing access to and sustainable use of improager 262.9
sources and sanitation facilities
In declared emergencies, every child is cover&d lifesaving interventions, in accordance with \I¥F's 229.5

Core Commitment to Children

Basic education and gender equality

Support national capacity to improve childrensvelopmental readiness to start primary schoolinret 52.3
especially for marginalized children
Support national capacity to reduce gender ahdratisparities to increased access and complefiguality 123.7

basic education

Support national capacity to improve educatiogablity and increase school retention, completiod a  311.2
achievement rates

Restore education after emergencies and in p$¢-situations 1125

HIV/AIDS and children
Reduce the number of paediatric HIV infections;réase the proportion of HIV-positive women recegvin 50.2
antiretroviral drugs; increase the proportion dfdrien receiving treatment for HIV/AIDS

Support national capacity to increase the progordf children orphaned or made vulnerable by Hind 52.0
AIDS receiving quality family, community and govemant support
Support reduction of adolescent risk and vulnétglio HIV and AIDFS by increasing access to ame of 54.8

gender-sensitive prevention informational skillsl @ervices

Child protection from violence, exploitation and abe

Better national laws, policies, regulations aed/ges across sectors to improve child proteatigicomes, in 108.0
particular justice for children, social protectispstems, and services in place to protect, readhsanve all
children

Support development and implementation of so@alventions, norms and values that favour the prewven 42.8
of violence, exploitation, abuse and unnecessagragion for all children
Better protection of children from the immediated long-term impact of armed conflict and natdiaésters 89.6
Government decisions influenced by increased emems of child protection rights and improved nanimg, 89.4

data and analysis of child protection

Policy advocacy and partnerships for children’s htg

Support national capacity to collect and anabtzategic information on the situation of childsmd women 187.2

Research and policy analysis on children and wgomeéth special consideration of children povertyda 44.3
disparities, social budgeting...and legislative rafdor implementation of the Conventions

Policy advocacy, dialogue and leveraging 51.1

Enhanced participation by children and young peop 37.7
Total above programmes 2480.9

Source Annual report of the Executive Director:” progseand achievements in 2009. [E/ICEF/2010/9]
http://www.unicef.org/about/execboard/files/E-ICEB10-9-E-Annual_report_of ExecDir.pdf




93. Table 3.9 below summarizes priorities as evidenced by actxplenditures shares for core
resources and non-core activities (funded by edmdaidonor contributions but implemented by
UNICEF) for different focus areas in 2009. As seexpenditure shares differ significantly between
core activities and non-core activities. For exanphe share for non-core expenditures for basic
education and gender equality is nearly twice @b lais core expenditures for the same focus area.
Donor priority for young child survival and devetopnt is also significantly higher than core spegdin
for the same area. Generally, the table showspithatities guiding earmarked donor contributions ar
different from those guiding UNICEF’s projected exgliture of core resources, which were reviewed
and discussed by UNICEF’s Executive Board and teee&l Assembly.

Table 3.9 - Programme expenditure priorities by foas area core and non-core resources, 2009
US$ million, current prices

Regular (Core) Other (Non-core) resources
resources

Million

US dollars Share Million US Share
F

ocus area (Percent) dollars (Percent)

Young child survival and
development 306 39.8 1060 48.8
Basic education and gender
equality 111 144 518 23.8
Policy advocacy and
partnerships 218 28.3 182 8.4
Child protection 76 9.9 267 12.3
HIV/AIDS 50 6.5 138 6.3
Other 8 1.0 9 0.4
Total 769 100.0 2174 100.0

Note Core expenditures largely reflect UNICEF's prii@$ as an institution, while non-core or ear-mdrkesources are
the aggregate outcome of individual donors contidins.

Source UNICEF Annual Report 2009.

http://www.unicef.org/publications/files/[UNICEF Annual Report 2009 EN 061510.pdf

94. As is shown inTable 3.10below, the regional allocation of UNICEF regulapenditures for
Sub-Saharan Africa (at nearly 60 percent) is wetha the Plan target (50 percent). Earmarked donor
funds for other regular expenditures and emergerpgnditures also give priority to Africa. Globally
however, UNICEF with actual allocation of 51 percdidl not meet its expenditure target (60 percent)
for support to Least Developed Countries (LDCs2®99. UNICEF has indeed allocated 65 percent of
total regular resources to LDCs, but amounts ohé&Ddtresources’ spent in a given country are
dependent on the extent to which donors suppodraising for these countries, thus lowering thaltot
shares to LDCs. Another observation is that UNFGRending per child is significantly less for LDCs




than High Income Countries (HICs), séeble 3.11 High income countries (where there is a
programme presence) as noted elsewhere would esasiper Board decision US$750,000 from 2009,
even if their calculated share is lower. The tgpprogramme that is pursued is distinctly différand
predominantly around advocacy, data, monitoring @pstream activities. Such activities require high
caliber technical assistance to look at laws, btedged policies for sustainable investment by aoest
themselves in the longer run. Such work is obvipdsgiferent and distinct from those pursued in othe
countries.

Table 3.10 - Direct programme assistance by regio2009
US$ million, current prices

Region Regular Other resources Total
resources  Regular Emergency
US$ million
CEE/CIS 26.2 59.2 5.3 90.6
Asia 205.6 398.7 205.7 810.1
Sub-Saharan Africa 457.4 756.0 389.6 1603.0
Inter-regional 23.1 116.1 5.1 144.2
Middle East and North Africa 28.3 46.2 73.4 147.9
Americas and the Caribbean 28.4 101.7 17.3 147.4
Total 769.0 1477.8 696.4 2943.2
Percentage distribution
CEE/CIS 3.4 4.0 0.8 3.1
Asia 26.7 27.0 29.5 27.5
Sub-Saharan Africa 59.5 51.2 55.9 54.5
Inter-regional 3.0 7.9 0.7 4.9
Middle East and North Africa 3.7 3.1 10.5 5.0
Americas and the Caribbean 3.7 6.9 2.5 5.0
Total 100.0 100.0 100.0 100.0

Note UNICEF Report on regular Resources [2010] givghsly different numbers.

Source Annual report of the Executive Director: prograssl achievements in 2009 and report on the inkdepiew of
the medium-term strategic plan 2006-2013 [E/ICEE(0]
http://www.unicef.org/about/execboard/files/E-ICEB10-9-E-Annual_report_of ExecDir.pdf

95. According to UNICEF's Report on Regular Resourtles,top 50 recipient countries of regular
programme cooperation assistance received a tofalU8$650.6 million in 2009 (with
programmes/projects ranging in size from US$55 Hianifor the Democratic Republic of the Congo
to US$3.1 Philippines)® This leaves a residual of US$118.4 million (totalgular resources
programme expenditures of US$769 minus US$650.6¢teplit between the remaining 140 countries
in which UNICEF is present, implying an averageguaanme of only US$846,000 per country under
funding from regular resources in this group of rdoes. (See Figure 3.1). Even if one takes into
account availability of other resources, the UNIGBRpuUt in these countries is a very small fractodn
the actual expenditure on development in the cgumtr our discussions with UNICEF, these were

>3 UNICEF. Report on Regular Resources, 2008p://www.unicef.org/publications/index_55888.htm




described as having considerable influence on malipolicies, legislation and budgets and thus the
leveraging potential of such investments would nteele identified and quantified in the futuréA
future evaluation should also consider the gaingdficing UNICEF’s presence in relatively advanced
countries against the need to protect disadvantelgigdten in these countries.

Table 3.11 - Allocation of regular expenditures byountry group, 2009

Country Group Share of total expenditures Spending per child (US
(%) cents)

Low income 50 376
Lower middle income 33 85
Upper middle income 6 66
High income 0.3 487
Total global and other

regional funds 10 --

Source Annual Report of the Executive Director [I/ICEBD/9], op. cit.

96. Unspent fund balances® As mentioned above, UNICEF’s resources have ineckas
dramatically over the recent past, in particulafr other regular revenues and income for
emergencies. This has led to a piling up of unspemts, well above UNICEF's requirement to keep a
liquidity reserve of 10 percerfor example, by end-2008, UNICEF had an unspeuinical of US$2.4
billion of which US$833 million in regular resouscand US$1,610 in accumulated funds under other
resources. bispent other resources by end-2007 amounted te a0 percent of revenues during the
same year; unspent funds under regular resources seenewhat smaller but still amounted to 75
percent of the year's incom&This has resulted in significant interest incomeWNICEF

97. There are several reasons for this build-up of ensfunds. In interviews at Headquarters, staff
emphasized UNICEF's conservative approach to spgndn an environment of fluctuating

** The consultants were informed by UN staff thathie wake of the UN One reform, specialist UN ages@ire setting up
1-2 person offices, although they have only a Baiishare of the country program. While UNICEF had & decentralized
structure for a long time, this trend may represebnstraint on future attempt to rationalize eneg in countries with
small programmes.

* Spending in excess of appropriated resourcesmitieseem to be a major issue in UNICEF. A tallyZ607 showed such
overspending at US$3.8 million, or 0.2% of the US$T million spent from other resources. Reporfurds allocated
from regular resources to cover over-expendituresr fcompleted projects financed from other
resourcesittp://www.unicef.org/about/execboard/files/09-ABL9overexpenditures-ODS-English(1).pdf

% According to information provided by UNICEF/Headgters in October 2011, UNICEF had US$289 millionéserves
(which have to be used for specific purposes, te.gover end-of-service liabilities) as of end-20T@tal unspent cash
balance, after reserves, as at end-2010 was US$2iBon, of which US$422 under regular resoureesl US$1,845
under other resources and US$467 under trust flihdsalances for other resources is provided fatrioted programme
activities and cannot be used to supplement regesosurces. UNICEF must receive all other resoudmg®r and trust
fund funds in advance of any allocation for itsregiag.

" Progress report on specific steps taken to imphérttee recommendations of the Board of Auditorstive UNICEF
accounts for the biennium 2006-2007**. The accuthotheof unspent funds continued in 2008. Thus, g-2008,
UNICEF had “Reserves and fund balances” of over2J$$illion, almost identical to total expenditurfes the same year.
Its cash and term deposits were US$1.7 billion,trab& under other regular resources.

htti:llwww.unicef.org./abogt/execboarg/ﬁIes/OQ-AM-ODS-E_ninsh.pdf




contributions and a large part of donor commitmemniscally made late in the fiscal year -- in
particular as concerns other resources income fwtiave to be received in advance of
implementation) — as the main reasons for thisdeud of unspent fund balances. The reality that
earmarked contributions come with binding condgienwhich slows down disbursement — was also
highlighted. To this can be added, as the ExecuBward points out, capacity constraints at both
Headquarters and country level.

Figure 3.1: - Size of UNICEF country programme forfifty largest recipients of regular
expenditures
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Source Financial report and audited financial statemdatsthe biennium ended 31 December 2009 and Reyfattie
Board of Auditors
http://daccess-dds-ny.un.org/doc/lUNDOC/GEN/N10/45(#DF/N1045045.pdf?OpenElement

98. The UNICEF Executive Board has expressed d¢tnten about the increase in total end-year
unexpended funds for programme activities, paytigith regard to regular resources and in this
context requested that it be provided with a repadiuding recommendations, on efforts to address
this issue, including barriers at headquarters emantry level to expending funds, and ways to
expedite expenditures”. A follow-up report founatimain cause of this build-up is that other-reseur
income has been consistently underestimated, ediyecicontributions for emergenciés.
Unprecedented humanitarian crises such as thenrdeean Tsunami (for the period mentioned in
such report), Pakistan earthquake, Haiti Earthqdakewed by Cholera epidemics, Pakistan floods
and two ongoing wars in Afghanistan and Iraq hasa o unprecedented commitments for Other

%8 Interim financial report and statements for tharyended 31 December 2008, the first year of tearbum 2008-(This
report was issued June 16, 2009. No later reparhdo 2009.http://www.unicef.org/about/execboard/files/09-ABL3
interim_financial_report-ODS-English(1).pdf UNICHEfhancial report and the audited financial statemmgmp.cit. A
follow-up review with more in-depth analysis of sas to the build-up of funds by end-years is givelArogress report on
specific steps taken to implement the recommenadsitid the Board of Auditors on the UNICEF accountsthe biennium

2006-2007**

http://www.unicef.org/about/execboard/files/09-ABLD-ODS-English.pdf




resources-emergency from governments, national dtiees and private sector for UNICEF. It is
interesting to note that while Central Asian anddpean countries had unspent fund balances of 84
percent and 59 percent, respectively of total edjeres in 2009, East Asian countries had unspent
funds of only 41 percent of the same year's expanet>®

Table 3.12 - Unspent fund balances, 2002/2003 — 83009 (excluding reserves)
US$ million, current prices

2002- 2004- 2006- 2008-

2003 2005 2007 2009
Regular resources 243.1 547.2 475.1 857.0
Other resources 653.0 1356.0 1609.5 1835.1
of which
Other regular 439.5 652.1 1149.1 1431.5
Other emergency 213.5 703.9 460.4 403.6
Indicator: Unspent balance as
share of year’s income (%)
Regular resources 17.1 34.7 22.3 40.5
Other resources 38.4 43.2 44.3 40.8

Note The indicators are defined as unspent balancengybiennium divided by income during the secondr ya& the
biennium.

Sources 2008/2009 audit report http://www.unicef.org/about/execboard/files/A-65A8d2-Financial_report-
audited_financial_statements-report_of Board of ifsusl pdf

2006/2007 Audit: http://www.unicef.org/about/execboard/files/Finaicreport-report Board of Auditors.pdf
2004/2005 audit reporthttp://www.unicef.org/about/execboard/files/A_61A8d2_financial.pdf

2002/2003 audit reporthttp://www.unicef.org/about/execboard/files/A_59a8d2.pdf

99. Unfunded pensions obligations An actuarial survey found UNICEF had an after-smv
health insurance liability of US$483 million as&cember 2007. Through regular transfers of US$30
million annually since 2003, the balance was US$&tdlon by end-2008. UNICEF made transfers to
cover the ASHI liability in 2009 and 2010.

100. Project implementation. UNICEF uses both NGOs and client governments fogamme
implementation, funded through cash transfersh@aGountry Offices. According to information given
by UNICEF staff, of the programmes implemented kieo parties, about 65 percent of the
programmes are implemented by government entitidstiae rest, 35 percent, by NGOs, in line with
country program priorities. Policy advice is an orjant part of the delivery mechanism.

% Calculations based on information in Financialortpand audited financial statements for the biemniended 31
December 2009 and Report of the Board of Auditors
http://daccess-dds-ny.un.org/doc/UNDOC/GEN/N10/45(#DF/N1045045.pdf?OpenElement




e. Current cost recovery practices for program activities funded through core
and non-core revenue streams

101. The biennial support budget allocates resourcetund functions that underpin UNICEF’s
regular and other resources programme activitieseatral, regional and local level for a two-year
period. It also covers headquarters expenditureprmgram development and delivery to strengthen
UNICEF’s institutional capacity. The support budgetfinanced from regular resources and cost
recoveries from other resources. Estimates of pestveries for other expenditures are based on
projected expenditures of other resources and aecgrding to the implementation rate of projégts.
The net support budget is the portion funded fregular resources. The support budget follows a
“results-based” format agreed with the UNDP/UNFPA part of ongoing work to harmonize
methodologies and planning cycles.

102. The main principles underlying UNICEF's cost recgveolicy are:

* recovery rates of other resources should be ussdpport the priorities of the UNICEF
Medium-term Strategic Plan;

» regular resources should not be used to subsithes tesources-funded programmes;

* recovery policy should be structured to encouragection in transaction costs.

103. Work to harmonize the methodology and applicatibnast recovery with UNDP and UNFPA
has been going on for several years and is stjbmg. The goal is to establish “...common principles
that would compensate agencies fairly for their kbmpping costs and prevent unreasonable
competition amongst agencies.” An agreement toaubarmonized rate of 7 percent has been made
with the other UN agencies.

104. A UNICEF assessment in response to donor compléaiisregular resources subsidized the
costs for implementing programmes funded by earathrksources concluded that “the new rates have
furthered progress towards simplification, harmatian and fiscal prudence [and that] actual cost
recovery ensured that regular resources did nosidizle support cost for other programmes.
Standardized rates have also reduced transactists @nd provided donors with greater clarity

regarding the rate structure.®.

% Biennial support budget for 2010-2011 E/ICEF/2@®L.8.
http://www.unicef.org/about/execboard/files/09-ABL4biennial support budget-ODS-English.pdf

® However, a 2006 report [E/ICEF/2006/AB/L4] clairttsat “There was consensus among the [UN] agendiesita
definition of direct... costs used in assessing cesbvery. There was no consensus, however, on bawcbver costs,
except that all direct costs should be charge thjrés projects, and that all variable indirect tsoshould be recovered, if

possible as a component of the project budget.”



105. Despite this, further work is needed to achievgsaesnic common approach to cost recovery.
Income from indirect support cost charges contabuto the coverage of functions like finance,
administration and fundraising at headquarter adi@istration, finance and human resources at field
level. It also covers costs such as utilities drelgosts of the representative and deputy repeasent

in the field®?

Box 3.2 - Cost recovery essentials

UNICEF defines cost recovery as the charge leviedother resources programme expenditures” for
incremental costs to UNICEF associated with taknegponsibility for implementing these progra
[E/ICEF/2006/AB/L.4]. UNICEF applies the followingpst categories:

Direct costsare directly related to activities associated véth agencies fulfillment of its manda
(personnel, project premises, travel). These castscharged directly to the programmes, includ
costs for salaries/wages, themselves as spec#is.co

Fixed indirect costare incurred regardless of an agency’s scopevel t¢ activity (top managemen

etc.) Defined for country offices as minimum coostoof presence.

Variable indirect costsusually referred to as programme support coate incurred as a result of

agencies support of its activities but which canbettraced unequivocally to specific activities
programmes. Indirect variable costs should be fdrfdem regular resources and other resource
the same proportion as these resources fund proggasuosts.

The rates applied today are:

. 7% for non-core programmes.

. 5% for thematic contributions. Compared to earmarken-core income, thematic funds redud
transaction costs and is considered better thanagking; it also assists in moving away from prige
towards programme support. Thematic funding accodat about 12% of contributions to t
UNICEF.

5% for non-thematic funding raised by private setigrogramme countries.
A discount of 1% is applied to joint programmessidared to be “in the best interest” of the UN; a
when contributions are over US$40 million”.

Sources: Review of the UNICEF cost-recovery policyhttp://www.unicef.org/about/execboard/files/Of
ABL4 costrecovery.pdf; anReport on the implementation of the UNICEF cosbrery policy
http://www.unicef.org/about/execboard/files/2010-AR3-Costrecovery-ODS-English.pdf

UNICEF Annual Report 1998. Medium-term strategi@arplplanned financial estimates for the period 2PQ03.

106. The Strategic Plan gives expenditure estimatebdtr programme activities and support costs.
However, there is no discussion in the Plan dociroEhow these estimates were arrived at and their
link to the expected mix of core and non-core exjgenes, Plan priorities or activity levels. In the
same vein, while programme expenditures are updatetl approved annually, support costs are
estimated and approved (as part of the Bienniab8u@Budget) on a two-year cycle, with links to

%2 Development Initiatives. Good Humanitarian Dondpshbp. cit.
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proposed programme expenditures. A case in poitlhddJNICEF report on the first, second and
annual sessions of 2008 (para. 259), which propthses‘Agreeing that the biennial support budget
should be formulated after the programme has beficiently articulated through the development of
the draft country programme document for countrfice$, and the office management plans for
headquarters and regional offic&s”.

107. Trends in revenues from cost recovery chargedable 3.13shows recent trends in UNICEF
overhead costs. Support costs (also known as ‘hlariadirect costs”) and costs for management and
administration increased significantly, by over @ércent between 2006/7 and 2008/9. As seen in
Table 3.13 support costs as a share of both regular expeeditind total expenditures have remained
fairly constant since 2005.

Table 3.13 Trends in overhead costs
US$ million, current prices

2005 2006 2007 2008 2009

Support costs 137 142 156 167 201
Management and administration 88 76 94 84 120
Total support cost and management and 225 218 250 251 321
administration

Total regular expenditures 712 752 994 1001 1108
Total regular and other expenditures 2197 2343 2782 3081 3298
Indicators

Support cost as share of regular 19.2 18.9 15.7 16.7 18.1

expenditures (%)

Support cost as share of total regular and 6.2 6.1 5.6 54 6.1
other expenditures (%)

Overhead costs as share of total regular ~ 10.2 9.3 9.0 8.1 9.7
and other expenditures (%)
Note Total regular expenditures includes write-offéc. eOverhead cost is the total of support cost andts for

management and administration. UNICEF documentdcdilp relate support budget costs to total resesiror
expenditures, excluding trust funds.
Source UNICEF Annual Reports.

108. As shown inTable 3.14 while significantly down from a decade earlidng tmajority (62

percent) of the Biennial Support Budget is stithded from regular resources. While cost recoveries
from other resources have seen a six-fold increase the 1998/99 — 2006/2007 period, support costs
charges on regular resources programmes have baghly constant in nominal terms, despite the

83 http://www.unicef.org/about/execboard/files/04-Bgmins English.pdlf
http://www.unicef.org/about/execboard/files/08-7R&vEnglish(2).pdf




increase in regular expenditures during the peéflodihus, support cost as a share of regular
expenditures has gone down sharply over the penoeér review.

Table 3.14 - Actual biennial support costs, 1998/992006/07
US dollar million, current prices

1998- 2000- 2002- 2004- 2006- 2008-
1999 2001 2003 2005 2007 2009

Actual biennial support expenditures 508 522 569 682 718 913
Of which
From regular resources 465 438 466 481 448 690
From other resources and other recoveries 43 84 103 201 271 223

Memo item: Share of total actual Biennial
Support Budget from

Regular resources 92 84 82 71 62 76
Other resources 8 16 18 29 38 24
Total regular resources 1065 1183 1211 1370 1747

Source UNICEF support budget for the biennium 2010-2@é&port of the Advisory Committee on Administrataved Budgetary Questions.
(E/ICEF/2009/AB/L.8)http://daccess-dds-ny.un.org/doc/UNDOC/LTD/N09/4834/PDF/N0948314.pdf?OpenElement

109. Structure of overhead expenditures.Field offices account for slightly more than h&
percent) of total UNICEF support expenditures. Tetgport, in turn, is split between fixed indirect
costs (59 percent) and variable indirect costgp@rtent), as shownimble 3.15

Table 3.15 - Distribution of support expenditure f& 2006-2007 into fixed indirect costs and
variable indirect costs(Percentage shares of total support cost experdjtur

Fixed
Total support costs/core Variable
costs functions indirect costs
Country offices 40 26 14
Regional offices 11 6 5
Other 3 4 0
Subtotal field offices 54 36 19
Headquarters 45 23 22
Of which:
Programme support 13 4 9
Management and administration 32 19 13
Total support expenditures 100 59 41

Note Data based on 2006-2007 actual expenditures. Eswhay not add up due to rounding.
Source Report on the implementation of the UNICEF cesiovery policy. E/ICEF/2010/AB/L3.
http://www.unicef.org/about/execboard/files/2010{A8BCostrecovery-ODS-English.pdf

% Biennial support budget for 2010-2011.
htti:llwww.unicef.org_/abogt/execboarti/ﬁIes/09-A&4bienniaI support_budget-ODS-English.pdf




110. Interesting to note that fixed costs for countrfiaefs (26 percentage points) is almost twice as
high as their share of variable indirect costs fietcentage points). Fixed indirect costs include
expenses for minimum core presence in a countrggional office. As the simple calculationinable
3.16shows, UNICEF'’s presence in many countries witlalsprograms — for example, Belarus, Costa
Rica, and Montenegro with programs under US$1 omili- may carry with it high overhead costs at
the detriment of its ability to fund programmesowtever, as discussed earlier in this chapter, UNHCE
offices can have considerable influence on natipoéties, legislation and budgets.

111. NGOs that are selected as implementing partnerchange up to 25 percéntof total funds
received to cover overhead expenditures, althohgtaverage actually charged by NGOs is close to 7
percent. This charge is to be used to cover stiegosts for work within the country of assistaaod

not to cover costs for work in other countries. éwtng to UNICEF staff, NGOs implement about 35
percent of UNICEF’s programmes.

Table 3.16 - Distribution of annual indirect costdetween different levels in 2006-2007
US$ million, current prices

of which
Total
Total Variable Fixed Number  cost per
indirect indirect indirect of office
costs costs costs offices
Headquarters 146.5 73.3 73.3 1 146.5
Regional offices 45 171 27.9 8 5.6
Country offices 132 58.1 73.9 126 1.0
Total 3235 148.5 175.1

Note Data for the biennium 2006-2007 in Table 5.3 sn distributed evenly between the two years.
Source http://home.wfp.org/stellent/groups/public/docunsér@sources/wfp202649. pdf

112. Use of resources from cost recoveries. Table 3.1 of interest since it illustrates cost
recoveries in the context of overall expenditutealso implies a cost recovery rate of 6.9 peraant
other resources, slightly below the target 7 percen

113. Table 3.18gives a breakdown by cost category for programuppart for the 2004-2005 and
2010-2011 biennia, respectively, based on budget dasimilar breakdown by actual cost categories
is not availablé® Two trends stand out. One trend is that salapest] as a share of total costs for

% The provision of upto 25 per cent for managemedtadministration has been indicated only wherifjabte locally by
the UNICEF country office and the implementing part Such situations occur only in very difficattvironments such as
those affected by war, civil strife, humanitariaises as in Somalia, Afghanistan or areas wherdaoibed capacity and
infrastructure limitations make programme deliveeyy difficult.

% UNICEF publishes expenditures under the suppodgbuin great detail. In contrast to expenses fagmmme
assistance (which accounts for the bulk of UNICKpemditures), the support budget is transpareot\alsen it comes to
presentation of costs for salaries, travel, etowéleer, the value of this information is reducedthg tendency to present
approved budget numbers for the ongoing fiscal yétr proposed budget for the coming year, withany reference to
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programme and management and administration hareased. This trend is only partly offset by
declining shares for “Other staff costs and Cowsu#t’. Another trend is the downward shift in
operating expenses. Overall, an increasing shaexpénditures is being consumed by salaries and
associated costs. Management and administratidoS$229.8 million, accounted for over one third
of gross budget estimates for the 2004-2005 bienfiful able 3.19gives a detailed account of support
expenditures in 2006-2007.

Table 3.17 - Appropriations for the biennium 2008-209 as at December 31, 2008

Biennial Actual expenditures 2008
Support Programme Management Security  Total
Budget support and admin.
Programme support
Country and regional offices 463 210 210
Headquarters 140 61 61
Subtotal 603 271 271
Management and admin. 310 127 127
Subtotal 913 271 127 398
Security 48 10 10
Total 960 271 127 10 408
Expenditure 271 127 10 408
Less
Recovery from packing, etc. 8 8
Recovery from other resources 98 41 149
Other (tax reimbursement, etc.) 8 11 19
Subtotal 104 57 157
Net expenditure 167 74 10 251

Source Interim financial report and statements for tlearyended 31 December 2008, the first year of ienbum 2008-
2009. Statement I\http://www.unicef.org/about/execboard/files/09-ABlerim_financial_report-ODS-English(1).pdf

actual expenditures for previous years. This teogdmas also caught the attention of UNICEF's AdiisGommittee on
Administrative and Budgetary Questions.

" UNICEF emphasizes that it is increasingly focusegroviding services in the form of policy adviGuch a trend would
naturally result in a higher share for salaries wades in total expenditures.




Table 3.18 - Biennial support budget by expenditureategory 2004-2005 and 2010-2011
US$ million, current prices

2004-2005 estimated 2008-2009 approved 2010-2011 estimates
US$ Share Uss$ Share US$ million Share
million (%) million (%) (%)
Expenditure category
Post 475.0 69.4 670.3 75.5 732.7 78.1
Other staff cost 17.1 25 15.5 1.7 11.6 1.2
Consultants 21.1 3.1 16.1 1.8 13.2 1.4
Travel 23.8 35 30.6 3.4 27.0 29
Operating expenses 101.5 14.8 109.9 12.4 104.3 1 11.
Furniture and equipment 23.9 3.5 22.5 2.5 21.0 2.2
Reimbursements 22.5 3.3 22.9 2.6 28.1 3.0
Total gross budget
estimated excl. investment 684.9 100.0 887.9 100.0 938.1 100.0
projects
Investment projects 24.9 36.9
Total gross budget 912.8 975.0
estimates
Management and 229.8

administration

Note Data for 2004-2005 includes costs for Programmppert and Headquarters as well as Management and
administration (Table II).

Source Biennial support budget for 2004-2005 and 2010120

http://www.unicef.org/about/execboard/files/abl14.df

http://www.unicef.org/about/execboard/files/09-ABL4biennial support budget-ODS-English.pdf




Table 3.19 - A. Distribution of support expenditurefor 2006-2007 into fixed costs and variable
indirect costsUS$ million, current prices

% of variable cost: Variable costs % of OR support
Total Fixed costs/ borne by borne by to total OR
Support costs core functions Variable RR OR RR programme
indirect cost
(1) (2) 3)=I-2 (4) (5) (6)=3x4 (7)=3x5 (8)=7/OR prog.

Field offices
Country offices 276.4 177.6 98.8 32% 68% 31.6 67.2 2.1po
Termination/after service insurance/others 6.9 6.9
Regional offices 74.7 43.2 315 32% 68% 10.1 214 0.7p6
Termination/after service insurance/others 1.9 1.9
Central costs — security 20.7 20.7
Subtotal, Field offices 380.6 250.4 130.3 32% 68% 41.7 88.6 2.8po
Headquarters (Programme support)
Innocenti Research Centre 1.0 1.0
Programme Division 28.0 7.1 20.9 32% 68% 6.7 14.2
EMOPS excluding Operations Centre(incl.Geneva, 9.4 1.3 8.2 32% 68% 2.6 5.6
Division of Policy & Planning - Prog Guidance 2.8 2.8
Operations Centre 24 24
Field support systems (ProMS and Cognos) 5.5 0.8 4.7 32% 68% 1.5 3.2
Investment projects 0.4 0.4
Supply Division (net of warehouse recovery) 19.2 35 15.7 32% 68% 5.0 10.7]
Subtotal, HQ prog. Support 68.7 19.2 49.6 32% 68% 159 33.7
% distribution 28% 2% 23% 49%
HQ common costs 20.7 5.8 149 4.8 10.2
HQ after service insurance + termination 2.8 2.8
Subtotal, HQ prog. Support 92.2 27.7 64.5 32% 68% 20.7 43.9 1.4p6
Headauarters Management and administration
Office of the Executive Director 9.6 9.6
GMA 4.2 4.2
Division of Communication 19.3 19.3
Office of Japan 3.6 3.6
Evaluation Office 2.8 2.8
Office of Internal Audit 7.7 7.7
Sharing of UN activities 4.6 4.6
Division of Policy and Planning 10.0 6.1 3.9 32% 68% 12 2.7
PFO (excluding units solely for OR) 7.1 3.6 3.5 32% 68% 1.1 2.4
PFO fund monitoring unit/asst. fund-raising 2.2 2.2 100% 2.2
Geneva Regional Office 17.6 7.7 9.9 32% 68% 3.2 6.7
Geneva Regional Office solely for OR 0.6 0.6 100% 0.5
DHR 21.8 8.1 13.7 32% 68% 4.4 9.3
DFAM (excl. units solely for OR and Admin Serv) 16.5 5.7 10.8 32% 68% 35 7.4
DFAM units solely for OR 35 35 100% 35
Investment Projects 115 115
ITD 46.8 15.5 31.3 32% 68% 10.0 21.3
subtotal, 189.4 110.0 79.4 234 55.9
Percentage 58% 42% 12% 30%
HQ common costs 25.6 14.9 10.7 3.2 75
DFAM - Administrative Services 7.1 4.1 3.0 0.9 21
HQ after service insurance 1.8 1.8
Total HQ Management and administration 223.8 130.8 93.1 29% 70% 27.4 65.5 2.1%
Recovered from other sources 1/ -35 -35 (3.5) -0.1%
Global support expenditure, 693.2 408.9 284.3 32% 68% 89.8 194.5 6.2p06
Total Programme expenditure (net of recovery) 4410.6 29% 71% 1276.6 3,134.0

Source Report on the implementation of the UNICEF cestavery policy. [E/ICEF/2010/AB/L.3]




f. Estimates of Staffing Structure and Costs®

114. Counting staff funded under the biennial suppoddai — thus, excluding staff on short term
contracts, consultants and under other arrangemetd®ICEF had 6,379 staff as of end 2009, an
increase by nearly one thousand from 5,409 staff0@2>° The support budget includes an unknown
number of field staff. According to a headcountfiefd staff, out of a total of 10,114 UNICEF staff

(including consultants andvolunteers) as of Decenie 2007, of which 1,758 were internationally
recruited and 8,356 locally recruited. Accordingatdater source, as of March 2010, UNICEF had
10,919 active staff membef.

115. As of end-2009, nearly 1,900, or 18 per cent, ef 10,518 approved posts were vacant. In
many field offices and headquarters divisions, theancy rates were more than 30 per Cefthese
high vacancy rates are partly due to contingentspdbat will be filled if the associated program
funding is secured. Thus, if the funding authatize the country program approved by the Board
arrives, the post is filled. Without funds, th&eo program and there are no activities to beesibly
affected. The consultants were not provided whh éxact number of contingent posts included in the
above totals. In addition, the performance evauateports were not done within the time frame
required in the UNICEF Human Resource Manual and offace/division was responsible for
monitoring the completion status of these reports.

116. During interviews with UNICEF staff, the consultantvere informed that “100 percent of
salaries [for staff working on UNICEF projects gmbgrams] come out of the program budget.” Costs
for this group of employees includes subsidies dtaff, e.g. for renting a house. Moreover, no
recording is made of how individual staff’s timedisvided among different tasks, as staff costsnaite
paid out of the administrative budget.

% Staffing issues is not part of this study, bubiifly commented on here because of their relesdoc assessments of
expenditure gaps made elsewhere in this report.

9 UNICEF. Financial report and audited financiaketaents for the biennium ended 31 December 200Rapaort of the
Board of Auditors.

http://daccess-dds-ny.un.org/doc/UNDOC/GEN/N10/45(#DF/N1045045.pdf?OpenElement

® The tally of total UNICEF employees here (17,0@885umes that there is no double counting of stadeu support
budget and the UN headcount of field staff. The S§¢tem. Chief Executive Board for Coordiantion. NMabf Personnel
Statistics Report. Tables is an excellent source ioformation on UN staff as concerns numbers.
http://www.unsceb.org/ceb/stats/hr/psMore specifically, good data is found in Chiefecutives Board for Coordination.
HIGH-LEVEL COMMITTEE ON MANAGEMENT (HLCM). Headcount of Field Staff available as of 31 Decen#@®7
for the Cost-sharing of Field Costs of the UN SaguManagement Systen® December 2008. CEB/2008/HLCM/26.
Another source from CEB isttp://www.unsceb.org/ceb/stats/hr/ps/years/200fe total number off UNICEF staff, based
on the UN Human Resources Statistics, and publibye€SC QuickLinks, is available on the Interréée UNDP report

" According to written statement from UNICEF, rateay include programme (OR) posts

http://www.undp.org/execbrd/archives/sessions/éf062/DP-2001-CRP12.pdf



Table 3.21 - UNICEF staff with appointments of ongear or more, 2002 - 2009

Total staff of which: Project staff
Year Prof. GS Total Prof. GS Total
2002 1817 3592 5409 1040 20 1062
2004 2015 3708 5753 1312 3187 4499
2005 1819 3374 5193 0 0 0
2009 2235 4144 6379 0 0 0

Note From 2004 to 2005 UNICEF aligned reporting ofafétorganizational location’ with other UN Agenci@dNDP,
UNFPA UNHCR etc.) using only two categories: ‘Headtgr' and ‘Other Established Offices’. In 2004 grébr years
UNICEF had also reported staff location under adthtategory ‘project’. According to current praetc staff at
Headquarters, Regional offices and Country offiteglget, finance officers, and administrative staff funded under the
Biennial Support Budget. All technical staff worgion programs are funded under programme expesditur

Source UN CEB Matrix of Personnel Statistics Report. [Eab http://www.unsceb.org/ceb/stats/hr/ps/matrix

g. Assessment of the Quality of Current Financial Data, Compilation Practices,
Instrument, Procedures and Reporting Practices

117. Procurement Systems in support UNICEF's activities Sound procurement systems and
practices are an important determinant of efficjeand transparency of expenditure flows. UNICEF
procurement is analyzed in three recent reviewsclwhonclude that while adequate this area may
warrant further improvement.

118. In 2010, UNICEF was assessed at an institutionadl land across nine countries by a network
of donor€?. This generally positive review notes that “oe ihdicator that assesses use of country
systems — i.e., the extent to which the organimatises government systems for procurement, audit,
financial reporting, and other procedures — UNIQEEeives an inadequate rating overall. However,
this finding must also be discussed in light of tmecific country contexts in which UNICEF
operates.”

119. The 2009 audit repdrt contains a review of procurement and contract mament. It notes
for certain offices a number of deficiencies iraten to competitive bidding.

120. Finally, in March 2011 DFID completed a Multilateraid Review*, which includes an
assessment of UNICEF. This review concludes tHalGQEF is a well-performing agency and as a
result will receive an increasing portion of UK aitt also gives a satisfactory rating to the aspet

"2 http://www.mopanonline.org/upload/documents/UNICERal_February 19 _issued.pdf

& http://www.unicef.org/about/execboard/files/A-65A8id2-Financial _report-audited financial _statements-
report_of Board of Auditors.pdf

" http://www.dfid.gov.uk/Documents/publications1/manicef. pdf




procurement covered by the review. Available stsidigerefore point to relatively well functioning
procurement systems and do not identify any systésaues.

121. International Public Sector Accounting Standards (PSAS. Currently, UNICEFdoes not
follow International Public SectoAccounting Standards. Worto adopt such standards has been
ongoing for some time, but suffered delays (pardgause of complexities related to the introduction
of the VISION ERP system). Full adoption of IPSASciirrently scheduled for 2012Adoption will
introduce similar formats of financial recordingdareporting across the UN agencies. UNICEF has
been utilizing a combination of accrual and caskedaaccounting for some time. One of the
fundamental benefits of IPSAS implementation wolkdto require recording of all transactions on
accrual basis.

122. Board of Auditors. The Board of Auditors made 38 recommendation fer lilennium 2006-
2007, of which 26 (68 percent) were fully implenehtand 12 (32 percent) were under
implementatiorf® The Board has noted a 17 percent decrease imtplermentation rate compared
with the previous biennium. With respect to the ré2ommendations for the 2006-2007 biennium,
which were still under implementation, UNICEF hasdicated that most of them would be
implemented with the roll out of new enterpriseorgge planning systems and compliance with the
IPSAS!’

123. Internal Audit . During 2008-2009, the Office of Internal Audit caraded 50 audits of country
offices and issued 730 audit observations. A titdl8 headquarters, systems, and thematic audres we
also carried out during the same period. The kegofations made during the audit of country offices
* weak strategic planning and priority setting;
» lack of systematic approach to risk management;
* weakness in human resource strategy and recruitment
« deficiencies in relation to the assessment of implating partners’ capacities;
» weakness in evaluation functions;
» insufficient knowledge of the situation of the clién and weak advocacy for children’s
rights;
* weakness in processing of financial transactiond #re implementation of financial
controls;
» deficiencies in the procurement of supplies andcdin of suppliers; and
» deficiencies in the management of inventory anétass
* The key observations made in the headquartergragsiand thematic audits included lack
of sufficient guidance and support for efficienteogtion functions in country offices;
* weakness in treasury management;
» deficiencies in relation to management of evaluatiocountry offices;

> Progress report on implementation of the Inteamati Public Sector Accounting Standards.
http://www.unicef.org/about/execboard/files/10-ABIBSAS-ODS-English.pdf

® This section is based on UNICEF external auditrhal audits are not publicly available.

" According to the 2008-2009 office management piahe Office of Internal Audit, there should be mzommendations
outstanding for more than 18 months. However, aMatch 31, 2010, there were still seven audit rebemdations

outstanding for more than 18 months relating toréggtonal offices and Headquarters audits.



* weakness in oversight and operations support teadhatry offices and the management of
internal operations in the regional office; and

* weakness in the management of the information comwation technology function in
country offices.

124. Government partners are required to submit auditexhcial statements to UNICEF once per
programme cycle. The Board of External Auditors gl 15 country offices and found no evidence
of any audited financial statements from theseceffifor the biennium under review. UNICEF has
recognized its cash transfers to implementing eastin advance of actual program implementation as
expenditures when the cash was disbursed. Thistisirkeeping with the principle of accrual basis o
accounting for expenditures, but it is in line WithNSAS (modified accrual) and with the Executive
Board approved Financial Regulations and Rulesis Tatter has been brought to the attention of
UNICEF by the Board of Auditors in the context BISAS compliance in 2018,

Table 3.22 -Progress on implementation of United Nations Boardf Auditors’ recommendations

Audit report for biennium

2004-2005 2006-2007 2008-2009

Total recommendations 96 42
of which

Fully implemented 77 34

Under implementation 19 8
Main recommendations 18 13
of which

Fully implemented 16 9

Under implementation 1 4

Source: Progress report on specific steps takeangtement the recommendations of the Board of Audibn the UNICEF
accounts for the biennium 2004-2005 and 2006-2007

http://www.unicef.org/about/execboard/files/08-ABB®ard _of Auditors-English(2).pdf
http://www.unicef.org/about/execboard/files/09-AB)-Progress _report_Board of Auditor--LK-

JI_final _sent to UN_6_Aug.pdf

125. Results on progress on implementation of recomntemdamade by the Board of Auditors on
the accounts for 2004-2005 and 2006-2007 are pegsémT able 3.22above. The report of the Board
on the accounts for earlier years, e.g. 2000-200és not lend itself to a summary in quantitatme.
Three of the four recommendations made in the aegibrt for the biennium 2008-2009, and which
are under implementation, relate to activities ungday as part of UNICEF adoption of International
Public Sector Accounting Standards (IPSAS), novedated for January 2012.

8 UN Board of External Auditors (UNBOA) has not espsed this as an issue under current standardsN{GEB
accounting is UNSAS compliant. However, UNBOA hasught to attention that accounting must be modifisnder
IPSAS.




h. Assessment of Information Gaps

126. UNICEF'’s disclosure of information regarding gloledpenditures by focus area is currently
good, albeit sometimes information can be hardind.fProgramme expenditures according to a
functional (focus area) classification of expendiiare available on the Internet in minute detail.
Support cost as well as expenses for managemerddmohistration broken down by broad categories
by economic classification (salaries, travel, matexxpenses, etc.) are also available on theriatan
fairly good detail. Data are published on an antaalis, which is considered adequate.

127. At the same time it has to be pointed out that URFG economic information is scattered over
many publications. Times series are occasionathikdam by changed definitions which make it difficult
or impossible to follow trends over a longer peri@s is the case with expenditures by UNICEF's
broad focus categories back to 2006). Sometimes theegress: while the Biennial support budget fo
2004-2005 contains a wealth of information, theegponding budget for the Biennium 2010-2011 is
more focused on general descriptions of functi@tiser than providing detailed cost estimates. Terms
are sometimes introduced in tables without anyangdion.

128. A much more serious limitation is the lack of coetpensive economic information regarding
UNICEF’s activities at country level. Total allogats to individual countries are published. However
information on how these totals are distributed agndifferent focus areas is not officially availepl
UNICEF does publish information regarding indivilpeogrammes at country level on the Internet as
well as in the Annual Reports, but this informatisrgenerally fragmented /DFID has also noted that

“UNICEF does not publish full information on alsiprojects™®

129. Despite requests at UNICEF Headquarters, the ctamdsl have not been able to access
information regarding expenditures for programmesistiance by economic classification

(wages/salaries, travel, consultants, material esg® etc.) — information that, according to UNICEF
officials, is not readily available and would reeuito custom run and reconcile reports . Since
programme assistance expenditures account for veevbelming share of UNICEF expenditures,

making such information publicly available would txicial to enhance UNICEF's transparency and
accountability,

130. Scope for greater transparency and comprehensive @eomic reporting. Given the
significant amounts UNICEF spends every year, gdsea publication where its expenditures are
presented in a user friendly way. Its flagship Aainkeport could serve this purpose, while the inter
financial report and statements are more techaiedInot as easy to find and understand as the Annua
Report. This observation is supported by the ab@imned DFID report that concluded that UNICEF
“does not currently have a transparency policy” &wdy short of best practice in transparency”.

9 UK/DFID. Multilateral Aid Review: Assessment ofhe United Nations Children's Fund (UNICEF)

http://www.dfid.gov.uk/Documents/publications1l/manicef.pdf



Moreover DFID also observes that “there is no ewde that UNICEF proactively encourages
transparency and accountability in delivery pasrig}

131. UNICEF does not disclose expenditures by econorassification (wages/salaries, travel,

materials and supplies) for programme assistaneeh $iformation is available for (broad categories
of) support cost only. However, with the adoptidrnttee IPSAS this information will be disclosed in

UNICEF's financial statemenfs.

132. UNICEF does not make public details about expenetand revenues for the over one billion
in trust funds it handles over year. Today the ll@fedetalil in its reporting is limited, coveringily
two items “Procurement” and “Other”. For exampie,additional breakdown of procurement among
works, goods and services is provided.

133. Need for longer time seriesInformation regarding regular and other resousoggenditure by
focus area shown separately is not available be2669. Since the structure by focus area for these
two expenditure categories differs significantlgformation regarding regular and other resources
expenditures is vital for an analysis of long-tetmrends in UNICEF’s use of funds. After IPSAS
implementation, special attention should be givencomparing historical accounting data with
forecasts.

8 Commenting on an earlier draft of the present refNICEF officials pointed out that their agensxecutive Director
made the following opening statement at the Ani@esdsion of the Executive Board in June 2011: “Advdt/NICEF will
be more transparent. UNICEF already makes availedrsiderable data on our programmes and managenukcators.
And we are committed to becoming even more tramspar with respect to both external and internalcpsses. For
example, last month, for the very first time, wedaaublic the prices UNICEF pays for vaccines -eaislon we believe
will increase competition in the vaccine market amhble more developing countries to purchase maceines. And
within the next two months, we will post the 20Tthaal reports of all of UNICEF’s Country Officesthe first time such
extensive materials will be available online. Resg towards greater transparency will require aflpractical work — for
example, regarding our internal audits. We belithey should be transparent, while respecting tiveciples of integrity
and necessary confidentiality. And we believe thigot only possible, but a necessity — in prireiphd in practice. We
welcome the decision of the Executive Board of UNDRIFPA and UNOPS to disclose audit reports toGebal Fund
and to intergovernmental organizations. It's a goodtart, and we should build on it
http://www.unicef.org/about/execboard/files/06-20t2 Annual_Session UNICEF Executive Board FINAL t¥}f

8 Information provided to consultants as a writtemeent to current report.
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4. WFP

a. Role in Development

134. World Foof Prorgamme (WFP), established in 1963hésworld’s largest humanitarian agency
fighting hunger. In emergencies, WFP is on thatfioe, delivering food to save the lives of vicim

of war, civil conflict and natural disasters. Aftdre cause of an emergency has passed, WFP uses
food to help communities rebuild their lives. Waler US$4 billion of expenditure in 2009, WFP is
the largest UN agency in our sample. SlightlyraM® percent of its resources are in kind.

135. WFP is an autonomous joint subsidiary programinéh@ United Nations and the Food and
Agriculture Organization (FAO). Its policies anddget are determined and approved by the Board,
its governing body consisting of 36 Member StatW&P has its Headquarters in Rome, Italy, and
conducts activities through 96 offices around tharlev in 73 countries in six regions and has a
presence in an additional five countries whereanitors food insecurity.

136. WFP’s activities are funded by voluntary contrilbas from Member States, government
agencies, intergovernmental bodies and other publicate and non-governmental sources, and by
miscellaneous revenue, including interest.

137. The funding model for WFP differs significantly froother United Nations agencies, funds and

programmes, in that WFP has no predictable incaméhe Programme Support and Administrative

(PSA) Expenditures it incurs. PSA Expenditures espnt all staff and non-staff costs at Rome
Headquarters and Liaison Offices, the majority adts in the Regional Bureaux, as well as some of
the management costs of Country Offices - indisegtport costs which are not linked to any specific

operation - and are funded solely by income deriveoh a certain percentage - currently set at 7.0
percent - of the voluntary contributions receiveahf donors.

138. WFP is the UN agency that has moved furthest alredlde implementation of IPSAS that it
adopted in 2008. Lesson learnt by WFP in this @secwhich may be useful for other UN agencies,
are described in detail later in this report.

139. As shown inTable 4.1, WFP’s performance over the period 2003-2008 resesnbmpressive
with a 30 percent increase of revenue, a progressiduction in earmarking of its resources, and an
improvement in the share of assessed needs met.pidyress has been affected by the international
financial crisis in late 2008 that caused a steeglige in revenues, paralleled by an increase én th
cost of food distribution due to higher food anbprices, have led to a decline in food aid deljver

140. As discussed later, while the totally voluntaryuratof donor contributions has kept the agency

agile, it also leave it exposed to possible furtthexlines in donor funding due to ODA budget cuts i
donor countries.




Table 4. 1 - WFP Performance Indicator” (2003/09)

2003 2004 2005 2006 2007 2008 2009

Total Revenue (resources raised) (U 6.3 biennium 2004/05
billion) n/a 2.9 3.05.1 4.4
Total value of contributions (US$ bn| n/a 2.2 2.8 2.7 2,7 5.0 4.0

% funding received vs. planned
(contribution revenue against final

budget) n/a n/a n/a n/a n/a 89.0 65.0
Cash contributions, as percentage o

total contributions (%) n/a 50.9 56.8 58.5 57,6 60.5 58.6
% multilateral contributions** 11.0 12.0 10.0 9.0 9,5 18.0 8.0
% directed multilateral

contributions** 89.0 88.0 90.0 91.0 90,5 82.0 92.0
% unrestricted contributions** n/a n/a 3.3 3.7 5,8 16.3 6.5

% Budget implementation rate (Totg
Budget consumption by cost

component® n/a n/a n/a n/a nla 77.7 58.3
Average cost per mt distributed (US| n/a n/a 599 552 670 863" 807°
Total Food Aid (million mt) 10.3 7.5 8.3 7.0 6,0 6.5 5.7
Food distributed by WFP (million m; 4.9 3.7 4.5 3.8 31 3.9 4.8
% WFP Food Distribution vs. Total

Food Aid 47.6 49.3 54.2 54.3 51,7 60.0 84.2

Volume of post-delivery losses, as

percentage of food handled (thousa
mt) n/a n/a n/a 24.1 16,7 21.7 21.2
Number of NGOs and community-
based organizations collaborating
with WFP n/a 1944 2270 3264 2815 2837 2398

Assessed needs met (%0)" n/a n/a n/a 67.5 77,7 85.8 n/a

82 2004/2005/2006/2007 revenue and expenses ammparable with 2008/09 figures prepared in linthWPSAS.
Sources:

i): WFP/EB.A/2010/4,WFP/EB.A/2008/6-A/1/1,WFP/EB2009/4, WFP/EB.A/2010/4

ii): WFP/EB.A/2009/4,WFP/EB.A/2010/4 ,\WFP/EB.A/2088WFP/EB.A/2007/4

iifa) WFP/EB.A/2010/6-A/1,WFP/EB.A/2010/4, WFP/EB2809/6-A/1, WFP/EB.A/2009/4

i) : WFP/EB.A/2007/4 WFP/EB.A/2010/4

iv): WFP/EB.A/2010/4, WFP/EB.A/2010/6/-A/1,WFP/EB2007/4

v): WFP/EB.A/2010/4,WFP/EB.A/2007/4, WFP/EB.A/2008/P/EB.A/2007/4

vi): WFP/EB.A/2009/4

** Contributions to WFP are classified as multilate directed multilateral or bilateral dependingtbe degree of direction
and condition imposed by the donor.

-Unrestricted contributions are defined as mukilat cash contributions to food-based operatiorthout procurement
restrictions.

(Contributions are based on data drawn from theo&es Mobilization System (RMS) and WINGS Il , aac therefore
not fully comparable with the contribution reversi®wn in the Financial Statements).

Contributions include directed and multilateraht@utions to the International Emergency Food éRes (IEFR) and
IRA, the PRRO, SO and DEV categories, and the Géemd (unallocated) confirmed against the 20@8ge year.

8 Comparison between Budget and actual data on Conent basis

8 Higher cost per mt mainly due to impact of highdaand fuel prices. In the second half of 2006rimational food prices
began to increase rapidly, peaking in the firstf lndl 2008. High fuel prices had knock-on effects food prices, in
particular by increasing transport costs.

% Global food prices fell slightly in 2009 but thelated operational costs remain high, particularliarge operations. Poor

infrastructure and costly security requiremen$® @ontributed to high operational support costs.



b. Resources

141. As shown inTable 4.2 most of WFP’s revenues are contributions from denfour fifths of
which are monetary and one fifth in kind, while etlsources of income are minimal. Indirect costs
have been mostly in the 6-7 percent range excef008 due to a sudden increase in revenues.
Resources are managed carefully generating sugpyese on year, and their large size can be partly
explained with the totally voluntary nature of h@nor contributions it receives.

Table 4.2 — Summary of WFP’s Revenues and Expendites (2004-2009US$ million)

2004/2005 | % 2006 % 2007 % 2008 % 2009 %
Monetary contributions 5,155.3| 817 2,353.6| 80.3 2,382.8/ 78.7 4,150.9 81.7| 3.445.0 78.8
In-kind contributions 1,039.3 16.5 387.4| 13.2 460.8| 15.2 887.1 17.5 760.2| 17.4
Total contributions 6,194.6| 98.2 2,741.0f 935 2,843.6/ 93.9 5,038.0 99.1| 4,205.2] 96.2
Currency exchange differences n/a n/a n/a n/a n/a n/a -21.9 -0.4 44.2 1.0
Other revenue n/a n/a n/a n/a n/a n/a 76.7 15 85.2 1.7
Return on investments n/a n/a n/a n/a n/a n/a -9.6 -0.2 38.7 0.9
Total other income 1155 1.8 191.2 6.5 185.6 6.1 45.2 0.9 168.1 3.6
TOTAL REVENUE 6,310.1| 100.0 2,932.2| 100.0 3,029.2| 100.0 5,083.2 100.0{ 4,373.3| 100.0
Total Direct Expenses 5,681.1 90.0 2.664,9] 90,9 2,753.4f 90.9 3,563.0 70.1| 3,932.0f 89.9
Indirect support costs (ISC) 393.0 6.2 210.7 7.2 212.9 7.0 162.0 3.2 296.0 6.8
TOTAL EXPENDITURES 6,074.1 96.3 2,875.6| 98.1 2,966.3] 97.9 3,693.5 72.7| 4,228.1 96.7
SURPLUS 236.0| 37 56.6| 1.9 62.9| 21| 13897 27.3| 1452 33

General Note:2008/2009 unaudited data re-cast ##R internal records, while prior years as per@addUNSAS financial statements. Data cannot be
compared

Contributions

142. Contributions represent donations of appropriate commodities,-food items, acceptable
services or cash made in accordance with procedetesut in WFP’s Financial Regulations.

143. Most contributions are annual even though WFP tgeed multi-year funding agreements with
Australia, Canada, Luxembourg, the Russian Federadnd the United States of America. In
particular, in 2009, a ground-breaking partnershigs finalized with Australia for fully flexible
multilateral funding over four years; this includsspport for WFP’s school meals programmes.
Eight donors have signed multi-year funding agregmevith WFP valued at US$800 million for
2007-2014 (WFP/EB.A/2010/4). Early provision of gictable cash or in-kind contributions is
important as it enables WFP to plan and assistevheeded in the most efficient way.




144. WFP may enter into Third party Agreements (TPA)utodertake activities which, while
consistent with the objectives of WFP, are outSMeéP’s normal activities. A third-party agreement

is a legally binding contract between WFP and agrotrarty in which WFP acts as an agent to
provide goods or services at an agreed price. Td*Asot reported as WFP revenue and expenses. At
the year end, the net balance owing to or frondtparties is reported as a payable or receivable in
the Statement of Financial Position under the Ganeund. Service fees charged on TPAs are
included within indirect support cost revenue. Tihdirect support costs (ISC) element of these
contributions is used to fund Programme SupportAahdinistrative (PSA) budget.

145. WFP revenues are represented by contributions &fonors with a very small portion (ranging
from 1 to 6.5 percent over the period 2004-2009)vdd from income represented by returns on
investments, currency exchange revenues and ott@me.

146. Prior to 2001, fund-raising was highly centralizadWFP; since 2002,with decentralization,

efforts were made to expand WFP’s donor base dieroto achieve a more efficient fund raising

activity through donor relations offices with thenitéd States and the European Commission,
strengthening of the office in Japan, and new huwem other capitals. The Fundraising and

Communications Department was established in 2608rting to a Deputy Executive Director and

made up of specific departments dealing with daetations, major donors, the private sector and
communication$§?

147. Contributions may be multilateral, directed mutglal or bilateral (seeable 4.3 below). As
shown inTable 4.1above, multilateral contributions, the only trulg-earmarked resources given to
WFP, have reached their lowest level in 2009, atsteep increase in 2008

148. Only a very small proportion of WFP resources aeeived as un-earmarked multilateral cash
(core) contributions; the rest is earmarked — da@enultilateral contributions received as caslimor
kind goods and services. Funds can be earmarkéebgonors for existing or specifically designed
programmes or projects and/or specific regionsonintries. The degree of restriction may also vary
from “soft/light” through to “hard/tight” earmarkga Conditions imposed by donors on their
contributions limit their flexibility of use for #areceiving organizations that face a host of cliffies

in working with the conditionalities imposed on tdioutions. Table 4.4 below outlines some of the
current major effects of selected donor condition3VFP.

8 Source: JIU/REP/2007/1 Voluntary ContributiondJiN System Organizations




Table 4.3 — Types of Contributions to WFP

Contribution Definition

A contribution, for which WFP determines the CoyrRrogramme or WF
activities in which the contribution will be useddahow it will be used, @
a contribution made in response to a broad-baspdahpnade for whic
WFP determines, within the scope of the broad-baggxbal, the countt
programme or WFP activities in which the contribatiwill be used an
how it will be used, and for which the donor witdcept reports submitted
to the Board as sufficient to meet the requiremehthe donor.

Multilateral
contribution

o< o = U

A contribution, other than a response to an appede by WFP for
specific emergency operation, which a donor reguegEP to direct to
specific activity or activities initiated by WFP @0 a specific Country
Programme or Country Programmes.

D

Directed
multilateral
contribution

D

—

Bilateral A contribution directed by the donor to be usedupport an activity nc
contribution initiated by WFP.

Table 4.4 - Major effects of selected donor condiins on WFP’

Donor condition Effect of condition
Donor requires that its contribution pendermines WFP ability to base purchasing decisions
purchased in a specific location. price/operational considerations. Also causes probl in purchasin

= (o]

ideal size quantities for operations, which in téorces WFP to perforn
multiple purchases, which may cause delays in thieah of food to
beneficiaries.

Donor dictates what commodity can [B&FP is unable to decide the most appropriate contynéat the pipeline
purchased with its funds. As operational requirements change, this donor itiondmay lead tg
repeated renegotiation of contributions, long deleyproviding food ta
WFP operations, and pipeline breaks
The contribution may need to be reprogrammed aheratsources haye
The confirmation of the contribution and |tt® be identified to meet operational requiremebéads to a delay in the
subsequent availability can be much delayedrrival of food to beneficiaries.

149. As shown inTable 4.5 below, most WFP revenues are for emergency or-grasrgency
operations and WFP remains more active in humaaitaid than in development cooperation. It is
interesting to note that the 2009 decline in reesnwas related mostly to post-emergency and
development activities as funding for emergencyaip@ns actually increased.

87 Source: WFP/EB.3/2000/3-B, annex Il1.




Table 4. 5 — WFP Programme Categories

Programme Category 2005 2006 2007 2008 2009
DEV (Development) 268,963 247,956 276,952 406,213 238,250
EMOP (Emergency Operations) 755,959 1,043,663 827,776 1,346,697 1,484,451
IRA  (Immediate Response
Account) 18,651 31,921 26,901 59,506 43,970
PRRO (protracted relief and
recovery operation) 1,381,147 1,094,783 1,324,566 2,312,24(Q 1,777,317
SO (Special Operations) 262,412 202,949 162,199 171,980 152,181
OTHERS?® 79,354 83,685 86,981 745,182 326,116
Total 2,766,48¢ 2,704,957 2,705,375 5,041,814 4,022,285
Bilateral Contributions 103,103 56,504 40,778 136,727 50,000

EMOP - Emergency Operations| Provide food assistance to meet emergency needs.

PRRO - Protracted Relief andProvide food assistance to meet protracted retidfracovery needs.
Recovery Operations

Food aid programmes and projects to support ecanoamd social
development. This programme category includes iiétalon and disaster
preparedness projects and technical assistancelpo developing countrig
establish or improve their own food assistance anognes.

DEV - Development programme

)
(2]

Rehabilitate and enhance transport and logistitastructure to permit timely
and efficient delivery of food assistance to meeterency and protracted
relief needs. SOs are also used to enhance cotadinaithin the Uniteg
SO - Special Operations Nations system and with other partners throughpiovision of designate
common services, such as the United Nations Hunganit Air Service, joint
logistic clusters and inter-agency information aednmunications technology
(ICT) services.

o

150. Table 4.6 shows the top 10 donors to WFP accounting for &&epercent of 2009 resources.
The largest donor to WFP has always been the USitatds of America, accounting for 44 percent of
the total in 2009. Norway was the"Ltargest donor providing about US$56 million a yeser the
period 2005-2009. Private donors provided onlye&ent of WFP resources over the period and are
a relatively minor source of funding for the agency

Table 4.6 — Ten Largest Donors to WFP by Total Comfmed Contributions 2005/2009
(US$ thousands)

DONOR 2005 2006 2007 2008 2009 Total
USA 1,216,126 1,122,304 1,176,259 2,066,286 1,757,330 7,338,306
CANADA 152,085 149,414 160,758 275,392 225,343 962,992
EUROPEAN COMMISSION 26,394 265,762 250,437 355,435 34,383 932,411
UN CERF AND AGENCIES 7,247 159,216 143,265 217,405 217,449 744,582
SAUDI ARABIA 3,262 33,419 6,537 503,753 23,341 570,312
JAPAN 160,528 72,257 118,713 1,779 202,684 555,961
UNITED KINGDOM 116,281 100,372 66,851 17,105 127,624 428,233
NETHERLANDS 115,348 79,985 7,563 117,435 77,594 397,925
SPAIN 11,595 16,936 29,631 115,288 213,852 387,302
AUSTRALIA 62,551 59,777 61,629 112,132 81,395 377,484

8 Contributions to trust funds, special accounts tedGeneral Fund




Management of fund balances and reserve

151. As WFP relies exclusively on voluntary contribusorthe agency does not spend all of its
revenues within a single fiscal year and keepsigefit balances and reserves to cover potential
shortfalls in fund raising, and has set up faeditand mechanisms to ensure a consistent flow of
resources to fund its activities. Reserves ambéshed by the Board as facilities for funding /and
financing specific activities under specific circstances. There are currently four active reserves
(seeTable 4.7below). Movements in the reserves are chargedttiiragainst the reserve accounts.

Table 4.7 - WFP Reservé? - Definitions

Financial Regulation 10.5 calls for the maintenantean Operational Reserve for the
1 | Operational Reserve | purpose of ensuring the continuity of operationghe event of a temporary shortfall |of
resources. The Operational Reserve is establisteetbael of US$57 million.

Established as a flexible resource facility to dealVFP to respond quickly to emergency
needs for food and for non-food-related purchask dglivery costs. The IRA is mainly
funded by direct contributions from donors.IRA ®irgevel is US$70 million.

Immediate Response
Account (IRA)

Purpose of this facility is to ensure continuewhficing of Direct Support Costs (DSC) and
Other Direct Operational Costs (ODOC) pending aomdition of contributions. DSCAF
approved level is US$35.9 million. Advances are endor approved projects and are
backed by the funds set aside as a reserve.

Direct Support Cost
3 | Advance Facility
(DSCAF)®

Reserve set up to record any differences betwedimekt Support Costs revenue and
PSA Equalization Program Support and Administrative (PSA) expenseghie financial period. In case of a
Account (PSAEA* surplus of ISC revenue over PSA expenses thisuisterred to PSAEA.

WFP’s target is to maintain in the PSA Equalizatideccount an amount equivalent tq a
minimum of four months of expected PSA expenditure.

152. The balance of WFP Funds and Reserves at 31/12/20€ignificant as shown imable 4.8
below. Standing at about US$4 billion these balarsge sufficient on average to fund approximately
seven months of planned operational activity.

% Source WFP/EB.A/2010/6-A/1

% Following “Review of the Working Capital Financirigacility” (WFP/EB.2/2010/5-B/1) the Board apprdveon
9/11/2010 the transfer of the Direct Support Cadtance Facility reserve of US$35.9 million to theetational Reserve to
increase the total Operational Reserve from US$giflldn, to US$92.9 million

L WFP has traditionally used the PSA Equalizationcdumt to fund non-recurring investments in systeamsi
infrastructure development and other major managémdiatives.




Table 4.8 - Fund Balances and Reserves
(US$ millions§?

2009
Programme Bilateral Operations General Fund and Total of Fund
Category Funds and Trust Funds Special Accounts Balances &
(Fund Balance) (Fund Balance) Reserves

Fund Balance| Reserves

3,042.7 287.0 462.3 266.1 4,058.1

153. Fund balances (US$3,792 million) represent the peeded portion of contributions that are
intended to be utilized in future operational regments of the Programme. These are WFP’s
residual interest in the assets after deductingitsllliabilities. The WFP unrestricted reserves
comprise only a small element of overall resen#8$266 million that have been established by the
WFP Board for funding and/or financing activitiesder specific circumstances and can be used as
directed by the Board.

154. The demand for advance funding has grown signifigaim particular since 2008 and the
effectiveness of the mechanisms was limited byatheunts available which appeared inadequate to
the effective requirements. Following the reviewtted Working Capital Facility (WFP/EB.2/2010/5-
B/1) the Board approved the increase of the Workiagital Financing Facility ceiling from US$180
million to US$557 million to match the changing andreasing demand. Expansion of the facility
includes: i) increasing the amount available faditional advance financing; ii) expanding the
Forward Purchase Facility (FPF); and iii) providingding stability for corporate services, whicle ar
currently provided through the Direct Support Céslvance Facility (DSCAF)To mitigate the
related risks the DSCAF reserve of US$35.9 millias transferred to the WFP Operational Reserve
of US$57 million, bringing the total Operationaldeeve to US$92.9 million.

155. As a result of this 5.4 percent of projected cdmiions for 2010-2011 have been made
available for advances to operations and corp@etéaces on the basis of regional needs and farecas
income enabling WFP to purchase when prices a@fable and to save on lead time.

Internal Financing Mechanisms®

156. WFP’s internal financing mechanisms such as the, fR& Working Capital Financing Facility
and the DSCAF rely on income forecasting. Thegbéa country offices and regional bureaux to
request funds in anticipation of confirmation ofdoast income ensuring more timely availability of
resources for beneficiarie®n-time delivery of food to beneficiaries is a ical success factor for

92 Source WFEP/EB.A/2010/6-A/1
% Source WFP/EB.A/2010/4, WFP/EB.A/2009/4




WFP’s operations. WFP uses advance financing toaugoperational effectiveness and efficiency,
and in particular the timeliness of food delivenyits projects.

157. WFP started advance financing of operations in 198fn the Direct Support Costs Advance
Facility was established. In 2004, the Board apedothe pilot Working Capital Financing Facility,
using an operational reserve as leverage to advamde US$180 million to operations, allowing
food to be procured before a contribution to a gebjhad been confirmed. Traditional advance
financing has been used by 52 country offices torave delivery times of 1.2 million mt of food to
70 million beneficiaries. The number and size atsloan requests have increased dramatically since
2004.

Forward Purchase Facility (FPF)

158. In June 2008 the Executive Director approved aiapeccount to allow WFP to set up its
Forward Purchase Facility.

159. US$60 million from the Working Capital Financingdiiy®* was used for a pilot Forward
Purchase Facility, to enable WFP to buy food basmedstimated aggregated regional needs and
funding forecasts to further reduce lead timestifer delivery of food. This was in effect a WFP-
controlled food stock, mainly to deal with volatii@od prices. Food was purchased on the basis of
aggregated projected needs for a region and draawn dvhen a project received a confirmed
contribution. The facility enabled WFP to make fpases earlier than would otherwise have been the
case and to save by purchasing food when prices faeourable.

160. It has been successful in achieving both time av&t savings: estimates based on sample
consignments show an average in time savings afay3 and cost savings of 3 perferince the
Working Capital Financing Facility was introducedy one loan — accounting for 0.5 percent of the
total advanced — has not been recovered.

c. Current Planning and Budgeting Processé$%

161. WFP’s activities are framed within the context ofdium-term strategic plans which estimates
revenues expected to be available and statestm®ofor the use of such resources for a period of
four years. The current WFP Strategic Plan (20084}’ provides a strong basis from which WFP

% Following “Review of the Working Capital Financingacility” (WFP/EB.2/2010/5-B/1) the Board apprdven
9/11/2010 the increase of the Working Capital Raiag Facility ceiling to US$557.0 million, to erdalthe Executive
Director to provide advance financing to projetie, Forward Purchase Facility and other corporateices.

% In 2009, 130,000 mt of food was purchased throiinghForward Purchase Facility on the basis of agmeeforecast
project needs rather than project-specific nedtisch of this food was for drought-affected beacigfiies in the Horn of
Africa. Delivery times were cut from an average of 117 déedore the introduction of Forward Purchase Fadi in
2008 to an average of 30 days in 200Source WFP/EB.A/2010/4 p.76).

% Source: WFP/EB.2/2009/5-A/1, WFP/EB.A/2008/6-C/1
7 at its 2009 Annual Session, the Board decidedxtenel the WFP Strategic Plan by two years, untl émd of 2013
(decision 2009/EB.A/3)




can address the rapidly changing context of glblbaiger. The Plan frames WFP’s vision, mission
and strategic direction based on its Strategic @bes and aligned goals. Its aim is to support
governmental and global efforts to ensure long-teohations to the hunger challenge.

162. The Management Plan made as a result of the outadntke Strategic Plan provides an
overview of the estimated required resources aadngd activities for 2010-201The Management
Plan represents the biennial comprehensive plavodt approved by the Board, inclusive of planned
outcomes and indicators of achievement, togethdr thie WFP Budget. The overall planning and
budgeting process is summarized ible 4.9below.

Table 4.9 — WFP Planning and Budgeting Process — Abverview

WFP Budget timeframe and reviews Frequency

Medium-term Strategic Plan for 2008-2011 (extendecery fourth year. Distribution fq
to 2013). The plan lays out a framework for poantpproval in May 2008.
action for WFP and sets strategic objectives a o]

for the period.

=

Biennial Management Plan 2010-2011 made a®istribution for approval in October 2009
result of the outcome of the Strategic Plan. W&econd year of the previous biennium).
Budget split by years is the biennial budget

component of the Management Plan approved by the
Board indicating estimated resources and experditur

for programmes, projects and activities and in e
programme support and administrative budget.

Updates on Management Plan with reviews of| Baur regular updates per year.
programme of work and additional requiremepts.

Review of projected resource levels, status of PSA

Equalization Account, highlights of major operaggn
review of cereal index and a crude oil index| to
monitor world market trends and their impact |on
WEFP’s food and transport budgets, and other issties
interest.

163. As per WFP General Regulations the WFP Budget asbilennial budget component of the
Management Plan approved by the Board indicatingnated resources and expenditures for
programmes, projects and activities and includpsogramme support and administrative budget. It
is important to note that the overall budget covamyy a small fraction of the overall resources
managed by the agency that are earmarked and wisesis agreed on a donor by donor basis. The
budget approved by the Board covers only the istlizests related to donor funded activities.




Planned Priorities
164. WFP’s Strategic Plan for 2008-2013 focuses on #trategic Objectives:

» save lives and protect livelihoods in emergencies;

* prevent acute hunger and invest in disaster prdpass and mitigation measures;

* restore and rebuild lives and livelihoods in pastftict, post-disaster or transition
situations;

* reduce chronic hunger and under-nutrition;

» strengthen the capacities of countries to reduogén including through hand-
over strategies and local purchase.

165. The Strategic Plan is based on mapping out a “vahan of hunger” and focuses on WFP’s
unique expertise and role in addressing hungeraas g a coherent global strategy focused on
partnerships, led by governments and includingo#iiier stakeholders. Its overarching goal is to
reduce dependency and to support governmental labdlgfforts to ensure long term solutions to
the hunger challenge.

166. WFP has increased its focus on management fortseant introduced a detailed Strategic
Results Framework to measure the effectiveneds afttions in the fight against hunger.

Medium Term Plan

167. WFP Management Plan rests on the basic and ciassaimption that the United Nations and its
member states require, and are ready to fund vatuatary basis, the global humanitarian operations
and programme activities of WFP.

168. As discussed earlier in this document, the fundimapel for WFP differs significantly from
other United Nations agencies, funds and programiméksat WFP has no predictable income for the
Programme Support and Administrative (PSA) expemed presented in its Management Plan. The
PSA budget covers all staff and non-staff costfkaime Headquarters and Liaison Offices, the
majority of costs in the Regional Bureaux, as veslsome of the management costs of Country
Offices and is funded solely by income derived framertain percentage - currently set at 7.0 pércen
- of the voluntary programme contributions receifredn donors.

169. The Management Plan uses a needs-based methodoigqgygramme costs, while the setting
of the Programme Support and Administrative (PSAJdet takes into consideration the expected
level of resources, based on historical fundinglleand expected reserves.

170. Recognizing that in a voluntarily funded organiaatifunding required may not be available
from donors, the Secretariat continuously reviewSP/g operational level, the expected level of
funding and indirect support cost (ISC) incomegnsure the PSA expenditure levels are sustainable.




171. The Board approves the biennial Management Planhwihcludes budgeted amounts for direct
costs, programme support and administrative casig,capital and capacity funds. Budgets may be
subsequently amended by the Board or through teese of delegated authority.

172. WFP’s unique financing model, has three cost categoDirect Operational Costs (DOC),
Direct Support Costs (DSC) and Indirect Supportt€gkSC). While DOC and DSC are based on
operational requirements, the ISC is set at a p&xge rate approved by the Board, presently 7.0
percent, which is included as a fixed portion oémvdonation to fund the Programme Support and
Administrative costs (PSA) budget.

173. The Plan presents to the Board for its considamaéind approval the use of the ISC income

that is expected to be generated during the biemni8C income, and WFP’s costs, are functions of

the projected size of the operational programme. Hlan provides a forecast and detailed analysis of
the operational expenditures for the 2010—-201 1ribign.

174. It is important to note that WFP financial staéts are prepared on a fund accounting basis,
showing at the end of the period the consolidatesition of all WFP funds. A fund is a self-
balancing accounting entity established to accdantthe transactions of a specified purpose or
objective. Funds are segregated for the purposmmducting specific activities or attaining certain
objectives in accordance with special regulatioastrictions or limitations. The financial statertgeen
are prepared on a fund accounting basis, showitigeagnd of the period the consolidated position of
all WFP funds. Fund balances represent the accuedutasidual of revenue and expenses.

175. A detailed overview of the budget requirements aimctomponents (PSA, General Fund, and
Extra-Budgetary Resources) is providediimex 2.

Planned vs. Actual Expenditures
176. We compare below budgeted expenditures vs. aasalts for years 2008 and 2009.

177. Itis to be noted that WFP’s budget and finandialesnents are prepared using a different basis.
WFP's budget is prepared on a commitment basishenfinancial statements on a full accrual b4sis
using a classification based on the nature of esgemn the Statement of Financial Performance,
whereas the Statement of Comparison of Budget antdaAAmounts is prepared on a commitment
accounting basis (expenditures are classified Isy components or the source of funding in which
the expenditures have to be charged). The Stateofiédmparison of Budget and Actual Amounts

% The accrual accounting principle measures theopeince and position of the organization regardiésghen the cash
transaction occurs. On the basis of this princitile,effects of transactions and other eventsearegnized when they occur
(and not when cash or its equivalent is receivegaid), are recorded in the accounting records rapdrted in the
Financial Statements (Statement | to 1V) of theaficial periods to which they relate. According histaccounting
principle, revenues and expenses associated tanaatttion or an event match. See: WFP Policy Goadmanual for
International Public Sector Accounting Standards, 00& edition. Available at:

http://docustore.wfp.org/IPSAS/ResourcesandTodBAEPolicyGuidanceManual/index.htm.



therefore compares the final budget to actual ansowalculated on the same basis as the
corresponding budgetary amounts.

Table 4.10 - WFP Statement of comparison of Budgaind actual amounts* for the years ended
31/12/2008° and 31/12/2004° (US$ millions)

Budget Actual Difference
Original Final On On Difference Actual/Budget
Budget Budget comparable| comparable | final budget
basis basis vs actual
Ussm % Us$m % UsSsm %
2008
Cost components
Food 1284.1 2815.2 49.9 2332.6 53.2 482.6 82.9
External transport 316/ 586.5 10.4 383.2 8.7 203.3 65.3
Landside transport, stora
& handling (LTSH) 800.9 1,088.7 19.3 8115 18.5 277.2 74.5
Other direct operational
costs (ODOC) : 163.] 406.1 7.2 296.3 6.8 109.8 73.0
Direct support costs (DSC) 337 528.5 9.4 373.2 8.5 155.3 70.6
Total direct costs 2902.9] 5425.0 96.0 4196.8 95.7 1228.2 77.4
Regular programme &
administrative costs (PSA) 175 188.7 3.3 174.9 4.0 13.8 92.7
Capital and capacity funds 23 28.9 0.5 15.0 0.3 13.9 51.9
Total Indirect costs 199.3 217.6 4.0 189.9 4.3 27.7 87.3
Total cost components 3,102.2| 5,642.6 100.0 4,386.7 100.0 1,255.9 77.7
2009
Cost components
Food 1,142.7 3,104.9 47.8 1,676.8 44.3 1,428.1 54.0
External transport 276 6874 10.6 254.4 6.7 433.0 37.0
Landside transport, stora
& handling (LTSH) 675.5| 1,298.9 20.0 903.8 23.9 395.1 69.6
Other direct operational
costs (ODOC) : 128.4] 4445 6.8 2728 7.2 1717 61.4
Direct support costs (DSC) 2883  662.8 10.2 410.9 109 251.9 62.0
Total direct costs 2511.0f 6198.5 95.4 3518.7 93.0 2679.8 56.8
Regular  programme &
administrative costs (PSA)| 1834|2388 37 226.0 6.0 12.8 94.6
Capital and capacity funds 13.3 55.8 0.9 39.1 10 16.7 70.1
Total Indirect costs 196.7 294.6 4.6 265.1 7.0 29.5 90.0
Total cost components 2,707.7| 6,493.1 100.0 3,783.8 100.0 2,709.3 58.3

*Prepared on a Commitment basis.

% Source :WFP/EB.A/2009/6-A/1(Statement V :StatemeComparison of Budget and Actual Amounts for tear
ended December 2008)
190 source :WFP/EB.A/2010/6-A/1(Statement V :Stateman€Comparison of Budget and Actual Amounts for thesr
ended December 2009)




178. Budget figures in the statement are needs-basedeindt the total of project budgets approved
by the Board or under delegated authorities. Budgettilized (“actual’) when commitments are

raised. It is important to note that for WFP, thaseual amounts are limited to the amount of total
confirmed contributions from donors. The projecddets, both original and final, are based on
requirements, while actual implementation depemdthe amount of contributions confirmed for the
projects.

179. The variation in the consumption of the differenstccomponents of the budget is due to a
number of different operational factors such as glaned origin of the commodities versus the
actual location where food purchases were condud@dhnging the geographical location of
commodity purchases may impact on commodity, eatdransport and overland transport budgets.

180. It is important to note that for WFP, the budgelizétion is limited by the amount and timing
of confirmed contributions from donors. WFP's ofiaga model currently involves a time lag
between when a contribution is confirmed and whenisi fully implemented. The Budget
Implementation rate in the chart below represdmsprogress of expenditure incurred vs. the final
budgeted amountsiable 4.11 below shows that in 2008, WFP had a final budgabunt of
US$5,642.6 million of which it received confirmedntributions of US$5,038.0 million, or 89
percent of the 2008 requirements while in 2009, Wiald a final budget amount of US$6,493.1
million of which it received confirmed contributisrof US$4,205.2 million, or 65 percent of the 2009
requirements.

Table 4.11 - WFP Data Comparison vs. Budget 2008/29(US$ million)

2008 2009
Confirmed contributions for the year 5,038.01,205.0
Budgeted requirements (estimated needs) 5,645.893.1
Confirmed contributions/Budgeted requirements, 89.3%| 64.8%
Budget implementation rate 7717 58.3%

d. Mapping Expenditures at Headquarters, Regional and Country Level -
Programme Expenditures

181. WFP’s expenditures grew by 40 percent between Z0@6d 2008/9 as shown ireble 4.12
below'** and are expected to decline slightly in 2010-2011.

182. Direct expenses represent the bulk of WFP’s cdsMeen 93 percent and 96 percent of total),
almost evenly distributed between the cost of codities and of handling and distributing them.
Some of these costs are substantially increasetiéogtrings attached by each donor. Wages and
salaries represent about 15 percent of total costs.

101 5ource WFEP/EB.2/2009/5-A/1




183. Two thirds of direct expenses, as shown by theetabi Annex 1, go to LDCs and the same
proportion to Sub-Saharan Africa. Asia accountsafmut a fifth of the total.

Table 4.12 - Expenditure Trends 2006-2011

(US$ million)
2006-2007 2008-2009 2010-2011
Actual Estimated Projected
expenditures| expenditures| expenditures
Programme Category Funds * 4,948.0 7,196.0 7,028.9
Regular PSA 4255 411.1 476.0
General Fund(including one-
time costs and security costs$) 36.8 136.0 69.3
Bilateral contributions, trust
funds, and special accounts 495.5 602.2 506.0
TOTAL EXPENDITURES 5,905.8 8,345.3 8,080.2
PSA expenditure as |a
percentage of Programme
Category expenditure 8.6 5.7 6.8
* 2010-2011 direct expenditures are estimated tetEeBent of the operational requirements (US$BIilidn), which is consistent with the resourcing
forecast.

184. Table 4.13below provides detailed Trend of Expenditure by@MDSC and ISC for the period
2004/2009.

Table 4.13 - Trend of Expenditure by DOC,DSC and IS for the period 2004/2009

EXPENDITURE (US$ millions) 2004/2005‘ % | 2006 ‘ % | 2007 ‘ % | 2008% ‘ % 2009 ‘ %
Commodities purchased and in

kind :

Commodities In kind 1773.3] 29.2 566.3| 19.7 809.9| 273 n/a n/a n/a n/a
Commodities Purchased 990.9| 16.3 4125 143 451.9| 15.2 n/a n/a n/a n/a

Total Commodities purchased
and in kind 2,764.200 45.5 978.80] 34.0| 1,261.80 42

a1

1,981..000 53.2| 1,866.000 44.1

Direct operational costs (DOC) :

Ocean transport and related cost 627.7| 10.3 242.4 8.4 220.5 7.4 325 8.7 284 6.7
Landside transport storage &

handling (LTSH) 1232.6] 20.3 721.3] 25.1 596.8| 20.1 689| 185 1014| 240
Other Direct Operational Cos

(ODOC) 402.1 6.6 327.1] 114 252 8.5 251 6.7 305 7.2
Total Direct operational costs

(DOC) 2,262.40 37.2| 1,290.80] 44.9| 1,069.30 36.0| 1.265.000 34.0| 1603.00 37.9
Direct support costs (DSC) 654.5| 10.8 395.3] 137 4223 14.2 317 8.5 463| 11.0
Total Direct Expenses 5681.1] 93.5| 2664.9] 92.7| 2753.4| 92.8| 3563.0/ 95.7| 3932.0 93.0
Indirect support costs (ISC) 393 6.5 210.7 7.3 212.9 7.2 162 4.3 296 7.0
TOTAL EXPENDITURE 6,074.10 100.0| 2,875.60 100.0| 2,966.30] 100.0| 3,725.00| 100.0| 4,228.00, 100.0

General Note:2008/2009 unaudited data re-cast ¥R internal records, while prior years as per addUNSAS financial statements. Data cannot be
compared

192 Total expenditure in Audited financial statemefotsthe year amounts to 3693.5 US$ millions vs.802JS$ millions
resulting from data derived from internal WFP retomifference is due to reallocation of 31.5 US#ioms from negative
income components in IPSAS audited statementssbooonponents in internal records.




185. Further breakdown of expenses can be obtained fRIBAS audited accounts starting from
2008 as shown imable 4.14below.

Table 4.14 - WFP Total Expenditure ( 2008/2009)

(US$ millions)

EXPENSES 2008 % 2009 %
Commodities distributed 2,198.1 59.5| 2,380.4 56.3
Distribution and related services 551.1 14.9 749.6 17.7
Wages, salaries, employee bene

and other staff costs 555.1 15.0 617.8 14.6
Supplies, consumables and ot

running costs 114.6 3.1 115.6 2.7
Contracted and other services 2374 6.4 303.5 7.2
Finance costs 2. 01 2.7 0.1
Depreciation and amortization 2z 01 12.5 0.3
Other expenses 32 09 46.0 1.1
TOTAL EXPENSES 3,693,5 100.0] 4,228.1 100.0

Source :WFP/EB.A/2010/6-A/1
e. Current Cost-Recovery Practices for Program Activifes*®

186. Full-Cost Recovery. WFP applies the principle of full cost recoverydontributions. Each
donor is expected to meet “the full operational angport costs of its contributiort&® Therefore,
each commodity contribution must be matched by gprapriate amount of associated ctStand

all contributions must include a percentage to cd®8€. This percentage is referred to as the ISC
rate, and is currently set at 7 percent of programontributions. For bilateral contributions anastr
funds, the ISC rates range from 3 to 7 percentiigct costs while a service fee of 4 percent is
generally charged against third-party agreemenBAJT Applying the ISC rate to each donation
generates ISC income.

187. 1SC and PSA This ISC (Indirect Support Costs) income is useéund the PSA (Programme
Support and Administrative) budget, which covers thdirect costs of WFP  — that is, the
expenditure that cannot be linked to any single afpmn.

188. The PSA budget is submitted to the Board for apgrav the last regular session before the
start of the new biennium, as part of the ManagenRan. Although adjustments are sometimes
made to accommodate changing needs, PSA expendittetatively fixed and does not fluctuate in

direct proportion to the level of operatidffs

193 sources : WFP/EB.A/2006/6-C/1, WFP/EB.2/2010/5; AMFP/EB.A/2010/6-E/1, WFP/EB.A/2008/6-A/1/2

194 General Regulations, Article XIl1.2.(November 20ddition)

195 Associated costs include the costs of deliveriogdf external transport, landside transport, shigpnd handling
(LTSH), other direct operational costs (ODOC) airéat support costs (DSC).

1% The 2002 review of the ISC rate established thpt@imately three quarters of PSA expenditureseviised.




189. The ISC rate is also approved at the start of &&tnium as a component of the Management
Plan and is applied uniformly, with certain excep#®’, to each donation received during the
biennium. However, even with an ISC rate fixedddsiennium, as outlined below, the actual level of
operations and associated income is usually sulstgrdifferent from budgeted levels and therefore
actual ISC income usually differs from budgeted i8€me.

190. PSA Equalization Account Reserveln order to account for these differences and awerthe
transparency of reporting on ISC income and PSAeedjture, the PSA equalization account reserve
was created in 2002. The difference between PSAredifure and associated income is transferred to
this reserve at the end of each financial period.

191. No matter how successful WFP is in improving reveand expenditure forecasts, there will

always be a risk associated with unforeseen evéh&efore, to mitigate the risk of having unfunded
overhead expenditure WFP needs a funding sourdeate on should a PSA shortfall occur.

192. The PSA equalization account currently plays thike.r Maintaining a reserve in the PSA

equalization account is the only tool that WFP kasmanage the variations between the PSA
expenditure and ISC income.

193. The PSA equalization account reserve:

* reduces the risk of WFP having insufficient resesro cover its fixed overheads; without such a
reserve, WFP would have no certain means of dealitigcases where ISC income is lower than
PSA expenditure, and would in such cases haveeto agditional funding from donors to fund
fixed overhead expenditures that had already beairrried;

* gives WFP some certainty in planning PSA; and

* gives WFP time to adjust its PSA cost structul&@ income fails to materialize at the expected
rate.

194. WEP’s target is to maintain in the PSA Equalization Account @mount equivalent to a
minimum of four months of expected PSA expenditéi@. the PSA budget level proposed for 2010—
2011, four months of operations would amount touatS$75 million.

195. All uses of the PSA equalization account reserwetta be approved by the Board and are
generally limited to support costs, including capind capacity-building costé In addition the
Board has authorized transfers from the PSA ecatédiz account reserve to the Immediate Response
Account (IRA) and the Direct Support Cost Advaneeifity (DSCAF).

107 Exceptionally the Executive Director can waive thgplication of the ISC rate to certain types ofations under
General Rule XIll.4 g .

198 WFP has traditionally used the PSA EqualizationcdAmt to fund non-recurring investments in systeams!
infrastructure development and other major managémdiatives.




196. Setting the ISC rate.The ISC rate is set on a biennial basis as pattteoManagement Plan.
Table 4.15summarizes the methodology used.

Table 4.15 — Setting the ISC rate

Step Setting the ISC rate
The latest available audited financial statememisulsl be analyzed to determine actual PSA
1 |expenditures incurred as a percentage of the deepéenditures and this should be used as the
“baseline” starting-point for setting the ISC rate.
The baseline rate should then be adjusted for Aapges to planned indirect expenditures: while
indirect expenditure remains relatively fixed otlee biennium, changes in the overhead structuye of
2 |the organization are usually incorporated into Management Plan. The baseline rate shpuld
therefore be adjusted to consider the differendevd®n the indirect cost structure in the baseline
period, and the plan period.
The baseline rate should also be adjusted to tdfeecasted contribution levels: the level of fadd
operations will be a big determinant of ISC incofoethe plan period. Therefore the baseline rate

3 should be adjusted to consider the difference bmtwhe actual contribution income in the baseline
period and the forecasted income level of the pknod.

4 The baseline rate should be adjusted to reflecepected opening balance in the PSA equalization
reserve and the target level of the PSA equalizagserve.

5 Based on the above analysis, as part of its desisso the Management Plan, the Board should set

the ISC rate for the biennium.

197. Applying this methodology for 2010-2011 resulted an ISC rate of 7.06 percent which the
WFP Board determined to maintain, as for the previoiennium, at 7.0 percent.

198. 2010 Update to WEP General Regulations and RulesWhen the principle of full-cost
recovery was adopted by WFP in 1996 it reflectesd dbmmodity-based assistance on which WFP
focused, and provided a transparent and reliable afa@nsuring that all WFP costs were covered,
especially where in-kind commaodity contributionscontributions designated solely for the purchase
of a commodity were received.

199. Although the principle of full-cost recovery is mess relevant today, there is an increasing
demand to use contributions for non-commodity @y, such as cash and voucher transfers, local
production of nutritionally enhanced food, and locapacity development, as outlined in the WFP
Strategic Plan (2008-2013).

200. As with commodity activities, such activities has@sts that can be directly attributed to them
and other costs that are related to them as p#neadverall project support structure.

201. In the past the practice of embedding non-commaalityvities in the commodity-based cost

structure resulted in non-commodity inputs not gginoperly defined and categorized. This created
significant difficulties in planning, controllingmnanaging and implementing such activities. The
practice also created difficulties in benchmarkagyoss projects, developing performance metrics

and evaluating the impact of activities.



202. To ensure that the principle of full-cost recov&ytransparently and equitably applied to all

contributions to WFP, WFP’s financial framework hiasen updated in 2010 to cater for non-
commodity-based activities. These changes are foadtal for the implementation of the WFP

Strategic Plan (2008-2013). The changes have ledetsegregation of non-commodity activities

within projects and the modification of the DSfunding model to a percentage of the operational
budget rather than a rate per metric tth.

203. As a result of these updates the November 2010dBdf the General Rules has:

+ differentiated between commodity activities andhcegntributions not designated for commodity
purchases.

- differentiated between the ODOC (other direct op@nal costs) component and DSC (direct
support costs) component of commodity activities.

* defined the calculation of direct support costs fwsth commodity and non-commodity
contributions as a percentage of the direct opmraticosts of the project.

204. The recently updated WFP financial framework presida clearer, simpler and more
transparent way of costing and funding non-comnyoddtivities providing the foundation for the
shift from a food aid to a food assistance modeseaidvice provision. The change to the funding
model for support costs should ensure a more dgjeitzost apportionment for donors and a more
stable provision of support to country offices.

f. Quality of Current Financial Data Compilation Practices, Instruments, Procedures
and Reporting

Record Keeping

205. WFP financial statements are prepared under theualcbasis of accounting, with revenue
recognized when contributions are confirmed in imgit and expenses recognized when the
underlying service or goods are received. Commesiire no longer (from 2008 IPSAS) recognized
as expense when received, but are held as inventudilydistributed. It follows from recognizing
income as a non-exchange transaction that the asst&iated with delivering funded projects do not
have to be recognized at the same time as the mcbmmaccordance with IPSAS requirements, the
costs associated with projects are recognized & diatement of financial performance when
inventories of food commodities are distributed] arhen other goods and services are provided.

206. There is an inherent time-lag between the recagnibf revenue and the recognition of
expense. The resources available for expense in@@year therefore include both the fund balances

199 Direct support costs are those costs, generalliyeatountry office level, that “can be directlgkied with the provision
of support to an operation and which would notrizsiired should the activity cease”. To calculageMSC, recurring costs
such as staff, vehicles, office rental and suppliesnitoring and evaluation, and training requie@ quantified and
included in the project budget.

110 Average per ton rate now applies only to ODOC ébitirect operational costs) when considering fédwel component
of a project;
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at the end of the previous year (cash, contribstimonfirmed but not received, food stocks, etcd an
new contributions confirmed in writing during thear. Consequently, expenses in any one-year
period may be higher or lower than the contributiemenue as WFP utilizes or replenishes its fund
balances.

207. Table 4.16below provides a simple illustration of the prajegcle in WFP and its impact on
the financial statements.

Table 4.16 - WFP Project Cycle and the Recognitioof Income and Expenditure in the Financial
Statements

Stage of Project Project Action Impact on the Finacial Statements
Stage : Initiation. Identify project and potential dosor| No financial impact.
Stage @: Income pledges| Allows commodities contracts to blicome is recognized in the accounts
received from donors. |let. when there is a written commitment

The Immediate Response Account,
Working Capital Facility and the
Direct Support Cost Advance Facility
can be used to pre-fund projects.

Stage 3 Donors Project resources are available to p@gsh increases.

discharge their for commodities.

commitments by paying | Early distributions for beneficiaries.

cash.

Stage 4 Food Food deliveries into warehouses. Inventories mmee

commodities are received Reduction in cash as payments made
in country. by WFP.

Stage 5 Food Food distributed for beneficiaries. Stock consumed.

distribution

Stock expensed in the accounts.
Source: WFP/EB.A/2009/6-A/1

208. Although all projects differ, there are similargien the broad stages each project goes through.
The simplest model is that donors make written caments, which are treated as income. The
commitments are met by donors making cash paymeritse WFP which increases the amount of
cash held by the WFP. Once WFP managers have eockdon the initial funding of a project,
spending on goods, services and commodities iatedt. This results in an increase in inventory and
a reduction in cash when paid for. Finally, foodntoodities are issued for beneficiaries, reducing
inventory and creating a charge to the financialeshents. In practice many of these stages overlap,
and the Immediate Response Account, Working Capiallity and Direct Support Cost Advance
Facility are available to pre-fund projects andueglthe time from initiation to the issuing of food

209. There is an inherent time-lag between the recagniof revenue and the recognition of
expense. The resources available for expense in@@year therefore include both the fund balances
at the end of the previous year (cash, contribstimonfirmed but not received, food stocks, etcd an
new contributions confirmed in writing during thear. Consequently, expenses in any one-year
period may be higher or lower than the contributiewenue as WFP utilizes or replenishes its fund

balances.



Fiduciary Arrangements in Financial Management with WFP**!

210. Table 4.17gives a brief overview of the senior managemefdsrin WFP and their links to
financial management activities. Auditor’s analysishe WFP budget showed that responsibility for
the majority of the expenditure lies primarily withe operational units which report to the Chief
Operations Officer. Other Deputy Executive Direstdrave smaller direct budgets under their
control. However, as new policies and decisionseagnd are implemented, there may be financial
impact across many aspects of the business, wikrehture involving different operational units.
The financial impact of all new policies and dewns needs to be assessed at the corporate level
before approval is given.

Table 4.17 - Senior Management Roles within WFP

Role Responsibility
Executive Director Application of the organisation’s resources
Deputy Executive Director for|Resource Management and Accountability, supportg| th
Resource Management angExecutive Director.
Accountability & Chief Financial | Note: The other three Deputy Executive Directorgeha Dua
Officer role in financial management. They are responsifie

[¢])

corporate management of the WFP; and separatelicisa
responsibilities over their own departments.

Finance Team Financial issues , supports the Deputy Executiveddor

Other staff in Headquarters and field| Further support
offices with appropriate financial
gualifications and experience of the
operations of the WFP.

211. Over the years WFP has developed reporting arraagesndrawing on financial information
from the WINGS Il system and other information sm# such as COMPAS (commodities tracking);
and performance delivery assessments. This infitomas used to support a variety of reports to
assist senior management in obtaining strategicsmtd of performance, and to inform decisions.

212. Table 4.18below summarizes the important sources of findrasid performance information
provided to senior management on a regular basis.

11 5ource: WFP/EB.1/2010/6-E/1, WFP/EB.1/2010/6-E4HA




Table 4.18 — Sources of Financial and Performanceflormation for Senior Management

The Biennial Management plar and updates, including income projections, charigesnderlying
costing assumptions, and progress on delivery;

Investment Committee report: on the status and performance of WFP’s cash awmdsimen
* | management. This will be developed further throtigh introduction of performance measures |and
external experts in 2010;
“Dashboard” reports identifying key financial information including éhnumber of open purchase
orders and the number (but not value) of receisble

The WFP Annual Performance Repor, which is being strengthened to provide more dig tQ
strategic objectives and resource consumption

« | Ad hoc meeting: which frequently address WFP's income positionraa funding requirements.
Audited Annual financial statements; externally audited to provide assurance overabeuracy of
financial records.
Financial monitoring reports for the Executive Director on guarterly basis and distributed to the
* | Deputy Executive Directors and other senior staffis document summarizes and comments on the
income and expenditure position, and the finarmisition at the end of the period.

Benefits arising from IPSAS implementation

213. The implementation of IPSAS within WFP has providedonsistent framework for financial
reporting, providing greater transparency and actahility. The External Auditor's opinion, based
on the reviews made, is that WFP is using the dppities presented by IPSAS and the associated
improvements in business systems. Without the iogpeind culture provided by IPSAS, wider
improvements to financial processes might not leezed.

214. The benefits of the new framework go well beyonel pnesentation of more accurate financial
statements. The discipline provided by implemeatatf IPSAS has enhanced WFP’s opportunity to
engage management and other stakeholders in kayciad issues. The application of a framework to
record the assets and liabilities of the orgarosatias enabled WFP to acquire more accurate and
reliable financial data on which to make decisions.

215. Table 4.19below gives a brief summary on a number of keyaamwhere the organisation has
profited from thelPSAS dividend and which will provide further opportunity to seeuenefits as
WFP continues development of financial manageniEms summary is based on an analysis made
by WFP’s External Auditor.




Table 4.19 — The IPSAS Dividend

WINGS Il has significantly enhanced t
capacity to obtain accurate information on
level of resource consumption for a given peri
Management decisions and the timing of
receipt of goods and services are understog
have an impact on the period in which they
charged, resulting in more rigour
accountability.

The enhanced transparency of IPSAS accou
provides stakeholders and donors with a b
understanding of the reasons for the f
operating results of WFP, and provides be
analysis to underpin the surpluses and defici

and

heeccountability by more regular reporti
tbk resource consumption and to obt
peingagement from managers in
tinederstanding the profile of
dptending against the forecast for the y
are

ntingorder to secure a robust finang
sftamework budgets could be profiled
mabnth.(WINGS |l could facilitate thi
eralysis)
s in

a given period.

thei
car.

Key Area Achievements Opportunities
Stewardship | The new systems established to support IPSA® benefits arising from improved stack
of  physical| accounting have driven significant improvemet$ormation can be further maximised by
inventory in the accountability of stock assets, providinging this information to:
resources'?> |more accurate information on the location and
extent of the Programme's resources.
* identify performance metrics on stack
utilisation, holdings and analysis of stack
. by location.
De;ployment of existing resources to better efﬁg improve WFP's capacity to better
raised awareness of the extent of physica
inventory items. This provides management Wﬁnsu:]e dthat focad stocks and levels \are
better information to discharge stewardship. matched to need. .
» provide important information to enable
management to better understand the [cost
of interventions and to assess (he
adequacy of programme budgets.
Income Framework for more accurate identification| dhformation can be provided in a more
Generation |cash and in-kind contributions. IPSAS coupléthely and consistent manner and i’I} a
with the introduction of WINGS I, has granteday which can provide more meaningful
WFP a far greater capacity to monitor and repand disaggregated data.
on pledges, cash receipts and in-kKind
contributions on a more timely and accurate
basis.
Enhanced information on the pace at which
programme needs are being met by pledges| and
the rate at which they are converted from
receivables to cash or commodities in-kind. Basis
for management to better reflect the success in
obtaining funds over a reporting period.
Expenses The IPSAS framework and the implementationfere is scope to reinforce rigour and

r

ial
by

112 At 31 December 2008 the WFP identified that itdhielventory items in excess of US$1billion, whichdhnever been
previously valued or brought to account.
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Key Area Achievements Opportunities
Cash and| The enhanced transparency created by IPSASWak the support of the Investmeant
Investment | enabled management to focus on the key issbesimittee management may further
asset$" impacting on investment performance, addvelop key metrics which can pe
encouraged the review of market prices ommanitored on a regular basis to assess
more regular basis, thereby creating a moreestment performance and to inform
accurate assessment of asset values. decisions.
Until IPSAS, management had not obtained laxproved systems and IPSAS disclosure
accurate and consistent analysis of liabilitiegjuirements have created an
incurred by the organisation and payable in futerevironment which has encouraged
Employee financial_ periods_. Th_is has provided criticedlanagement to more accurat_ely identify
- information to identify the scale of thegbe total number of staff working on the
liabilities and . : S
employment commltmgnt§ and their potential impact on [tReogramme.
leveld 1t organisation’s overall resources. . _ _
As a consequence management and Meiligs is especially true with regard to the
States have begun to focus on these riskslet@l of employment of local staff acrgss
improve understanding on how they may |bperations, which had not previously
better managed; and mitigate their impact in| theen accurately captured and reported.
future.
* To secure the IPSAS dividend it|is
essential that the benefits of enhanced
reporting are not limited to year-end
processes, but that information is used on
a more regular basis, and by a wider
group of managers. The value of these
processes will be secured by
The benefits of IPSAS and WINGS Il hayd'@¥ysing the more robust information
The ~IPSAS enabled WFP to access more accurate finan%?aq using it to identify appropriate
dividend . . - . anagement responses to the risks which
information to facilitate improved management . o
of the business. These are real and tan;ﬁ)r‘]%'dent'f'ed' .
benefits arising from the IPSAS dividend * Il'the opportunities Of. IPSAS are fuly
' embraced then WFP will further enhance
the efficiency of its resource utilisatign,
improve confidence amongst donors and
maximise the achievement of |ts
objectives.
* The advent of IPSAS and WINGS| I
provide management with the tools to Lse
management information to realise these
benefits.

Securing the IPSAS dividend-strengthening financialanagement processes

216. External Auditor’'s recommendations to secure theA8B dividend state that in order to build
upon the implementation of IPSAS, the managemellYiBP needs to ensure that the full benefits of
the improved functionality in the WINGS Il systemeautilised. WINGS 1l became operational in

113 At 31 December 2008 cash and investment assetedot/S$1.6 billion
14 There were in excess of US$240 million of employmmefits identified as a result of actuarial véhmes at 31

December 2008.



July 2009, and, while some aspects of the systambaing introduced progressively, many new
features are now available, which will improve fuwegal management and reporting. According to
WFP’s Auditor, the main benefits are the ones dieedrinTable 4.20below.

Table 4.20 — New features available in WFP’s Finamad Management Systems (WINGS II)

Integrated information on the mobilisation of resms, including pledges and
actual contributions;
Simplified project management tools in areas swsctamation forecasting and
* | the matching of beneficiaries to the correspondjogntities of commodities
used to assist them;
Improvements in supply chain management to fatdlitaproved procurement
* | management, the tracking of commodities by valué, improvements in the
management of stocks;

* | Strengthening of the budget framework.

WINGS 1l has reduced reliance on other businesgesysnot fully integrate
* | with the accounting modules; it provides a cend@lrce of authoritative and
consistent business information.

[N

217. It must be noted that WFP is enhancing the framkwbifinancial governance to consolidate
the benefits of IPSAS. Actions taken include theaaptment of a Deputy Executive Director
charged with oversight of resource managementaonduntability; the commissioning of a financial
management review to identify areas where improvemean be made; and developments in
performance reporting through the Annual PerforreaReport. The intention is to bring forward
detailed proposals for approval by the Executivarlo

218. Finally, the External Auditor$> made further observations on how financial and-firmamcial
information generated by WINGS Il might be utilisedstrengthen financial management include,
summarized imable 4.21below.

Table 4.21 - Securing the IPSAS dividend-strengthemg financial management processes

Finance should establish a framework to provideemegular financial management reports focuse
the corporate level on a monthly basis.

Reporting to senior management should provide fotlusugh the use of appropriate metrics
gualitative analysis on trends or risks, to enshed the combined strength of the senior manage
is focused on identifying risks to the achievenwmibjectives.

ad at

and
ment

The enhanced information now collated by WFP topsuplPSAS disclosures should be used
basis for identifying and reporting key financiarformance metrics during the course of the yemf
example -stock levels and wastage, income-genaratid investment performance.

as a
 f

There is an acknowledged need to provide cleanks Ibetween resources expended and the strg
objectives - given the difficulty in these objeesvbeing cross cutting, management may wig
consider alternative performance reporting, fornapie identifying expected results which can

linked to one or more strategic objectives and mampp against these as a measure of performance.

ategic
h to
be

The senior management team should meet on a mobdsig to provide a collective and corpo
overview of financial performance using qualitatamealysis as well as financial information drd

ate
wn

from WINGS II.

115 Source: WFP/EB.1/2010/6-E/1




219. Following External Auditor's recommendations WFP ci®¢ariat’'s response may be
summarized as follows :

* The Office of Financial Accounting provides a sdt the most important financial
statements reflecting WFP’s financial performarfogncial position and cash flow to the
Executive Director and Deputy Executive Directoexte quarter. This set of financial
statements is supported by basic financial analysishe future, the Office of Financial
Reporting will provide these financial statements a more regular basis, supported by
analysis of the metrics detailed by the Externatliar in its report.

* The senior management team will meet on a montagystto discuss the main conclusions
from the analysis of financial statements and otkeurces, to identify possible
improvements in the management of WFP’s resources.

* The External Auditor recognizes the cross-cuttiature of the Strategic Objectives and the
difficulty of linking resources to objectives onregular basis. WFP will continue to provide
analysis of resource utilization against the Sgiat®©bjectives in its Annual Performance
Report. The Strategic Results Framework approvedth®y Board in February 2009
provides the basis for the assessment and repatirggults.

* As part of its ongoing work to develop a comprehensPerformance Management
Framework (which will include both the Strategic sRkks Framework and a new
Management Results Framework), the Secretariatosittinue to explore possibilities for
closer integration of resource and performance. ddta Secretariat will consult the Board
on any proposals for changes to the Strategic BeStdmework.

220. WFP Secretariat proposes to implement the recomatiem$ of the External Auditor as
indicated above from the first quarter of 2010.

IPSAS and WINGS I

221. Financial management is critical to appropriate islen-making, the implementation of
International Public Sector Accounting StandardBSAS) and the development of enhanced
information systems such as WINGS Il underpin thecess of financial management improvement
within WFP.

222. The advent of IPSAS supported by WINGS Il offersiagle corporate source of reliable
business information which has been designeddistaa managing the business that requires, more
than ever, informed decision-making. This is updered by WFP’'s need to focus and utilize
resources where it identifies the greatest need.

223. Financial management and reporting is essentialpport this process of resource allocation.
Implementation of External Auditor's recommendasioand utilization in time of the potential
granted by WINGS Il appear to be the necessarys dtegecure the IPSAS dividend and further

enhance the quality of WFP financial managementgsses.



Fiduciary Systems: progress in implementing Extetrfsuditor's Recommendations

224. The External Auditor, appointed by the ExecutiveaBbin accordance with the Financial
Regulations, in addition to certifying the accounfsthe WFP under Article XIV of the Financial

Regulations, has authority under the mandate, gorté¢o the Executive Board on the efficiency of
the financial procedures, the accounting systera, ithernal financial controls and the general
administration and management of WFP.

225. The aim of the External Auditor’'s audit is to prdeiindependent assurance to the Executive
Board; to add value to the WFP’s financial managenmend governance; and to support the
objectives of the Programme. In general terms #spanse of WFP to recommendations by the
external Auditors appears to be rigorous with edrebnsideration of every point brought to the
attention of the Executive Board. Progress repamtgxternal auditor's recommendations are issued
twice a year on average in order to monitor thelémentation process and update the Executive
Board on progress made. Table 4.22 below shows ttiatrate at which External Auditor’s
recommendations are implemented by WFP is highr(®% percent) and the timeline of the
implementation process involves completion withipeaiod of 30 months.

Table 4.22 - External Audit Reports: Implementationrate and Timeframe (2002/2010)°

k) . . . . . . . . R . = IS
c .3 £, 8 £, W £.9 £.9 e e e, X E_QIE_S .. @O 3
sE8| 25c| €53| 25| S53| 2| 253|255 2iz| 25525 g8 ke
PE%| Eco| ESS| EES| ESS| ESS| EsS| EsS| EsS| EESEes|8ESP ¢S
§ s @ s ™ s ™ g ® g ® s ® s s g TN T g N g
Years -
2002/03 33 48.5 78.8| 100.0 - - - - - - - 0 100,0
2004 18 - - 22.2 38.9 61.1 66.7 94.4 94.4 94.4 [100.0f O 100,0
2005 27 - - - 11.1 70.4 77.8 96.3 96.3 | 100.0 - 0 100,0
2006 11 . . - - - 54.5 | 100.0 - - - 0 100,0
2007 14 - - - - - - 714 92.9 0.0 0.0 1 92.9
2008 21 - - - - - - - -l 76.2 | 85.7 3 85.7
2009 12 - - - - - - - -l 8.3 75.0 3 75.0
Total 122 |, . . . . . . . . . 7 1943
2010* 22 31.8 15 31/8
Grand
Total 144 22

16 Sources: WFP/EB.A/2005/6-C/1, WFP/EB.2/2005/5-F/AWFP/EB.1/2006/6-C/1, WFP/EB.A/2006/6-E/1,
WFP/EB.1/2007/6-C/1, WFP/EB.A/2007/6-E/1, WFP/EBQD8/6-B/1, WFP/EB.A/2008/6-E/1, WFP/EB.A/2009/6LD/
WFP/EB.A/2010/6-H/1




226. It is to be noted that External Auditor's recommaitnohs are not limited to the various financial
issues and implications that WFP faces in its maogtdwide operations but encompass a series of
organizational and long term issues that oftemiregyearly programmes of work in order for them
to be fully implemented.

227. Adoption of IPSAS was initially recommended by tkR&ternal Auditor in 2005 and the
preparation and changes involved in WFP’s accognaind financial framework required years of
work until the first IPSAS compliant financial statents were released in 2008.As far as WINGS
and its upgrade WINGS Il are concerned the Extetualitor made various recommendations over
time to the WFP Board in relation to its upgradel duoll implementation and the underlying
advantages for WFP management.

g. Estimates of Staffing Structures and Costs

228. As shown inTable 4.23 as of end 2009, WFP employed 12,200 people, &depeof which
with a contract longer than one year. Most of trEmemployed in the field to deliver WFP services
and are therefore not staff and their cost is ptajlated and direct.

Table 4.23 - WFP Staff'’

WFP Employees with contracts of one year or longe2008/2009
2008 2009
Total Professional and Higher categories 2015 2336
General Service 2412 2758
Service Contracts 5770 7106
Total General Service Categories 818 9864
Total WFP Employees 10,197| 12,200
% of WFP employees with contracts of one year or fmer 92.0 91.0

229. The total number of full time staff at WFP is ode400 as shown inable 4.24 These are full
time positions funded by the PSA budget and apprdwethe Board. The period during which WFP
had the highest number of PSA-funded positions 206%1-2007, when the number peaked at 1,613;
the programme of work was approximately US$6 hillior each biennium.

230. Due to funding uncertainties during the 2008-20@nmium, PSA-funded positions were

reduced to 1,324, with an expected programme okwblJS$5.8 billion. Because the programme of
work for the biennium doubled, the Board approveditzonal positions in October 2008 to bring the
total to 1,446.

17 Source: WFP/EB.A/2010/4, WFP/EB.A/2009/4




Table 4.24 - PSA by Appropriation Line"*®

PSA, BY APPROPRIATION LINE (US$ million)
2006-2007 actual 20082009 estimated | 2010-2011 projectetf®
Post count Total Post count Total Post count Total
Prof. | Total cosf* Prof. Total cost | Prof. | Total cosf*
Programme support: regional
bureaux and country offices 212 817 133.06 173.5 653| 118.54 176| 655.5| 145.01
Programme support:
Headquarters 14p 266 98.79 159 301 108.83 159 302 118.14
Management ang
administration 293 530 193.66 264 492 183.76 266| 498.5| 212.85
TOTAL 647 1613 425.51 596.5 1446 411.13 601 1456| 476.00

* Total cost column reflects staff and other costs.

231. During the next biennium, WFP’s currently foresgeogramme of work is US$8.95 billion,
with a proposed increase of ten PSA-funded postion

232. The overall cost of staff, including both PSA arncedt costs, amounts to about 15 percent of
total expenditures, as shownTiable 4.25

Table 4.25 - WFP Staff Costs Trend$US$ million)

2000/2001 9% | 2002/2003] % 2004/2005 | % 2006 | % 2007 | % 2008 % 2009 %

Wages, salaries
employee benefitg
and other staff

costs 421.2| 13.2 557.6| 11.0 781.8| 12.9| 474.6] 16.5| 505.8| 17.1] 555.1| 15.0] 617.8 14.6
TOTAL
EXPENDITURE 3,189.6] 100.0 5,079.1] 100.0 6,074.1) 100.0] 2,875.6| 100.0| 2,966.3| 100.0] 3,693.5/ 100.0| 4,228.1] 100.0

h. Assessment of the Quality of Current Financial Data Compilation Practices,
Instrument, Procedures and Reporting Practices

Transparency

233. WFP’s website represents its main source of firinoformation. The website is user friendly
and information is provided by year - starting frd®996 - in an orderly and intuitive manner. Data
can be retrieved from a broad set of publicatidrat include, amongst others, financial audited
statements (every two years until 2007 and on dy#basis thereafter), annual performance reports,
management plans and various other documentsribatpiorate financial data and further issues of
interest that enable the reader to appreciate WétRisse of action over time.

18 5ource : WFP/EB.2/2009/5-A/1
19 Data from 2010/2011 Budget Proposal




234. However, while IPSAS has been extremely benefiftiain a financial viewpoint with the
introduction of a full accrual accounting systend d@ime consideration of the value of goods in stock,
some useful information is not reported any mora asnsequence of IPSAS as discussed below.

235. Before 2008, as required under the UNSAS accourdiagdards, WFP reported its financial
results on a commitment basis with a breakdowncobants by type that took into consideration a
cost classification that distinguished costs betwaemmodities purchased and in kind, DOC (Direct
Operational Costs) ,0DOC (Other Direct Costs ), D®Gect Support Costs) and ISC (Indirect
Support Costs) with further available breakdownthiniDOC and evidence being given also to cost
breakdown by nature. This enabled a series of alipgr analysis that gave evidence of breakdowns
between direct and indirect costs and the evolutiaheir relative weight.

236. With the introduction of IPSAS, the breakdown oktsoby type is no longer presented in the
audited financial statements to the extent thatnithe budget, prepared with the cost breakdown by
type, is compared to actual results the comparisonade by cost type boh a commitment basis.
As a result there is no way to compare statement&nancial Performance in the audited annual
accounts with WFP’s budget and its reviews.

237. It is to be said that IPSAS does not require aligntrof budgets to financial reporting which
prevents, for the time being, WFP from modifying thationale behind its budget. WFP could
however introduce in its reporting practices an itadd reconciled Statement of Financial
Performance by cost type derived from the audiiedntial statements. This would facilitate
continuing the comparison of trends over time bst ¢gpe between yearly actual results.

238. Accrual budgets would also enable the comparistwdsn actual results and the yearly budget.
However, this is not, as stated before, a bindiR§AS requirement. We understand from the
interviews with WFP financial officers that the camtment basis used for the budget preparation is
more intuitive for WFP managers that need to kesgonds of their actions in a way which the
accrual method would, in their view, not allow onik.

239. Although an annex to the biennial Management Ptetudes a number of tables providing
greater disclosure about the PSA budget, simil@ramation does not appear to be presented on a
regular basis in other periodic reports. It woulel ddvisable that either the Annual Performance
Report or the Audited Annual Accounts provided tagwpdates on PSA expenses and their
evolution over time.

240. We suggest that the tables “PSA by Appropriatiamelicontained in the Biennial Management
Plan outlining the PSA distribution and changesnfrime previous biennium among HQ Divisions,
Regional Bureaux and Country Offices should giveasate evidence of staff costs and other non-




staff costs. This would add an important elemeninfifrmation to the current content of the tables
that is rather condensed.

241. Looking at the various periodical statements th&PANssues and in particular at the audited
annual statements and the yearly performance re@oidus degrees of detail and performance
indicators are provided but limited insight is pded into staff costs within the classificationaofsts

by type. It would be advisable to provide suchftother in-depth analysis of WFP’s cost structure.
242. Another neglected area is Programme Support andristmative (PSA) costs which represent
a very important topic in WFP’s budget but whichpaar to be scarcely analyzed with an
appropriate level of detail when it comes to reipgron their breakdown by nature and by location.

243. No regular reports appear to be available withrezfee to PSA costs broken down by nature,
location category (HQ, region, country) and by oegalthough PSA breakdown by appropriation line
is provided (Programme support — regional bureamst eountry offices, Programme support —
Headquarters, Management and administration) it tiget.

Financial Standards

244. Until 2007, WFP’s financial statements were pregaed presented to the Board on a biennial
basis. Amendments to the General Regulations @tidet General Rules and Financial Regulations
were approved by the Board in 2007, changing thenitial period from biennial to annual to allow
for full compliance with IPSAS from the date of IRS adoption. The 2008 financial statements were
the first set of statements prepared in accordavitte the International Public Sector Accounting
Standards (IPSAS).

245. As of end 2010, WFP remained the only United Naiagency to implement IPSAS. By
adopting and implementing IPSAS in 2008, WFP enédrits ability to produce relevant and useful
financial information, improving the transparenaydaaccountability with which WFP manages its
resources, and in 2009, WFP took several additisigaificant steps to further enhance transparency
and accountability. Where an IPSAS does not addrgssticular issue, the appropriate International
Financial Reporting Standard (IFRS) is applied.

246. Because IPSAS is geared to the financial reporigeds of the public sector, it recognizes two
types of income, referred to as exchange transectiad non-exchange transactions.

247. In exchange transactions, the seller provides gaudk services of nearly equal value to a
purchaser — such as when a business sells good®ances to a customer.

248. In non-exchange transactions, the donor receivesdirect benefit from the transfer of
resources to an organization. The latter appliesnwWFP receives contributions from donors, which
are therefore brought to account in accordance WI8AS Standard 23, which covers revenue from
non-exchange transactions.
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249. The measurement of income under IPSAS 23 requoasideration as to whether there are
conditions associated with a contribution. Wheraditions over the contributions exist, income can
only be recognized to the extent that the conditibave been met. The Secretariat’'s analysis of
contributions indicated that, while donors may makipulations on how contributions should be
utilized (for example, linked to a particular prai these do not usually amount to conditionsrfgll
within the definitions in IPSAS 23. For this reas®dFP recognizes income when it is reasonably
certain that the contribution will be paid, and tenfairly measured. For practical purposes, thetpo
of recognition is the receipt of a written undeitakfrom the donor specifying the amounts to be
paid. An analysis of income undertaken by the Sade¢ has confirmed that, once committed in
writing, contributions are invariably honoured.

250. Turning now to consider the recognition of expemeitin financial statements, it follows from
recognizing income as a non-exchange transactiaincibsts associated with delivering projects do
not have to be recognized at the same time as ctimaccordance with IPSAS requirements, the
costs associated with projects are recognized & diatement of financial performance when
inventories of food commodities are distributed] arhen other goods and services are provided.
251. There is an inherent time-lag between the recagnitof revenue and the recognition of
expense. The resources available for expense in@@year therefore include both the fund balances
at the end of the previous year (cash, contribstimonfirmed but not received, food stocks, etcd an
new contributions confirmed in writing during thear. Consequently, expenses in any one-year
period may be higher or lower than the contributiewenue as WFP utilizes or replenishes its fund
balances.

252. The harmonized IPSAS-compliant financial statemendglel adopted by WFP comprises the
following statements (seeable 4.26below).

Table 4.26 - WFP Audited Annual Accounts under IPSS

1 Statement | - Statement of Financial Position (fssad
Liabilities)

> Statement 1l - Statement of Financial Performance
(Revenue and Expenses)

3| Statement Ill - Statement of Changes in Net Assets

4| Statement IV - Statement of Cash Flow

5 Statement V - Statement of Comparison of Budget|and
Actual Amounts®

6 | Notes to the financial Statements

120 statement V: Comparison of Budget and Actual Antswompares the final budget to actual amountsitzted on the
same basis as the corresponding budgetary amduhighlights how WFP has performed against buddetived from the
Biennial Management Plan.
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Budget Data and Comparison

253. WFP’s budget and financial statements are preparedsing a different basis.The Statement

of Financial Position, Statement of Financial Perfance, Statement of Changes in Net Assets and
Statement of Cash Flow are prepared on a full atdrasi$* using a classification based on the
nature of expenses in the Statement of FinancidbiPeance, whereas the Statement of Comparison
of Budget and Actual Amounts is prepared on a cdmemnt accounting basis.

254. Budget figures in the statement are needs-basedeélndt the total of project budgets approved
by the Board or under delegated authorities. Budgettilized (“actual’) when commitments are
raised. It is important to note that for WFP, thaseual amounts are limited to the amount of total
confirmed contributions from donors. The projecdgets, both original and final, are based on
requirements, whilactual implementation depends on the amount ofritaritons confirmed for the
projects.

255. As required under IPSAS 24, the actual amountsepted on a comparable basis to the budget
shall, where financial statements and budget ar@mpared on a comparable basis, be reconciled to
the actual amounts presented in the financial siates, identifying separately any basis, timing,
entity differences and presentation differences (s@le 4.27below).

Table 4.27 - Differences between Budget and FinamatiStatements in WFP

IPSAS Differences in WFP between Budget and IPSA
Differences Definition Financials
Occur when the approved budget is prepared@pen commitments including open purchase
a basis other than the accounting basis. For Wéildlers and net cash flows from operating,
the budget is prepared on a commitment hasiesting and financing activities are presented as
and the financial statements are prepared orBasis differences.
accrual basis.
Occur when the budget period differs from thAdere are no timing differences for WFP for

(92

Basis
differences

T_|m|ng reporting period reflected in the financiglurposes of comparison of budget and agqtual
differences

statements. amounts.

Occur when the budget omits programs|Bilateral operations and trust funds form part of
Entity entities that are part of the entity for which {M#FP activities and are reported in the finangial
differences financial statements are prepared. statements although they are excluded from| the

budgetary process.
Due to differences in the format ap®evenue and non-fund relevant expenses that do
Presentation | classification schemes adopted for presentatiat form part of the Statement of Comparison of
differences of Statement of Cash Flow and StatemeniBafdget and Actual Amounts are reflected | as
Comparison of Budget and Actual Amounts. | Presentation differences.

121 The accrual accounting principle measures theopmeince and position of the organization regardiésghen the cash
transaction occurs. On the basis of this princitile,effects of transactions and other eventsearegnized when they occur
(and not when cash or its equivalent is receivegaid), are recorded in the accounting records rapdrted in the

Financial Statements (Statement | to 1V) of theaficial periods to which they relate. According histaccounting

principle, revenues and expenses associated tanaairtion or an event match. S¥&P Policy Guidance Manual for
International Public Sector Accounting Standards 2008 edition. Available at:
http://docustore.wfp.org/IPSAS/ResourcesandTodBAEPolicyGuidanceManual/index.htm.
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i. Conclusions

256. WFP’s website represents its main source of firenoformation. The website is user friendly
and information is provided by year - starting fra®96- and agenda item in an orderly and intuitive
manner. Data can be retrieved from a broad setiloligations that include, amongst others, financial
audited statements (every two years until 2007and yearly basis thereafter), annual performance
reports, management plans and various other dodsntleat incorporate financial data and further
issues of interest that enable the reader to ajgpeeWWFP’s course of action in time.

257. Implementation of IPSAS has been extremely beiaffoom a financial viewpoint with the
introduction of a full accrual accounting systend &ne consideration of the value of goods in stock.
WFP’s organisation has profited from th&sAS dividend which will provide further opportunity to
secure benefits as WFP continues development afidial management.

258. The introduction of IPSAS has however hindered cbmparison between the statement of
Financial Performance in the audited annual acsoant the Budget and its reviews. Before 2008
with the UNSAS accounting standard WFP reportedinencial data on a commitment basis with a
breakdown of accounts by type that took into cogrsition a cost classification that distinguished
costs between Commodities purchased and in kin@C [Direct Operational Costs),ODOC (Other
Direct Costs ), DSC (Direct Support Costs) and [8@irect Support Costs) with further available
breakdowns within DOC and evidence being given tdstost breakdown by nature. This enabled a
series of expenditure analysis that gave evidefhd¢eends in time until 2007 by type of cost which
helped to understand, from a donor perspectivecalseé breakdown between direct and indirect costs
and their relative weight in time. Breakdown o&toby type has no longer been maintained in the
audited financial statements and, as a resultetiepresently no way to compare statements of
Financial Performance in the audited annual acsowith WFP’s budget and its reviews.

259. It is to be said that IPSAS does not require aligntrof budgets to financial reporting which
prevents, for the time being, WFP from modifyirige trationale behind its budget. However the
introduction by WFP in its reporting practices of audited reconciled Statement of Financial
Performance by cost type derived from the audiiedntial statements would enable WFP to
maintain the comparison of trends in time by ¢gsé between yearly actual results.

260. In practice, accrual budgets would also enablectimaparison between actual results and the
yearly budget but this is not, as stated befotending IPSAS requirement. We understand from the
interviews with WFP financial officers that the canitiment basis used for the budget preparation is
more intuitive for WFP managers that need to kemgonds of their actions in a way which the
accrual method would, in their view, not allow onik.

261. Limited insight appears to be provided on staf§tsowithin the costs type classification. It
would be undoubtedly interesting if the staff costponent within the cost type classification were
provided enabling further in-depth analysis of Wd€Rt structure.
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262. Another neglected area appears to be ProgrammeoBuapd Administrative (PSA) costs
which represent a very important topic in WFP’s dpetd but with limited analysis at an appropriate
level of detail when it comes to reporting on PS&dikdown by nature and by location. No regular
reports appear to be available with reference tA B&ts broken down by nature, location category
(HQ , region, country ) and by region although Pi&&akdown by appropriation line is provided
(Programme support — regional bureaux and courffiges, Programme support — Headquarters,
Management and administration) in the budget.
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ANNEX 1 — BREAKDOWN OF REVENUES AND COSTS
WFP Total Confirmed Contributions by Major Donor *?* 2005/09

(US$ thousands

DONOR 2009 2008 2007 2006 2005
UNITED STATES OF AMERICA 1,757,330 2,066,286 1,176,257 1,122,307 1,216,126
EUROPEAN COMMISSION 343,83D 355435  250437] 265,762 263,940
CANADA 225,343 275392  160,758] 149,414 152,085
UN CERF AND AGENCIES?® 217,449 217,405 143,265 159,216 7,247
SPAIN 213,852 115,288 29,631 16,936 11,595
JAPAN 202,684 177,900, 118,713 72,257 160,528
GERMANY 132,069 100,479 65,680 59,573 69,258
UNITED KINGDOM 127,624 171,050 66,851 100,372 116,281
PRIVATE DONORS?* 104,412 143,752 49,205 55,524 23,908
AUSTRALIA 81,395 112,132 61,629 59,777 62,551
NETHERLANDS 77,594 117,435 75,630 79,985 115,348
SWEDEN 72,487 81,673 64,863 58,520 84,259
DENMARK 41,885 56,544 44,339 43,564 52,838
NORWAY 40,410 53,466 40,209 51,604 93,455
BELGIUM 39,111 24,784 17,644 11,132 13,952
SWITZERLAND 39,089 45,668 31,823 33,910 36,057
ITALY 30,000 103,348 31,265 12,301 47,908
PAKISTAN 28,994 1,925 3,278 9,376 39
FINLAND 28,524 28,257 25,403 18,308 23,405
RUSSIAN FEDERATION 26,80 15,000 15,000 11,008 11,000
SAUDI ARABIA 23,341 503,753 6,537 33,419 3,262
IRELAND 22,549 39,820 34,244 31,005 19,713
FRANCE 19,804 40,878 33,762 26,940 37,676
INDIA 17,098 17,130 8,856 8,141 35,541
BRAZIL 15,761 1,441 1,096
KENYA 14,577 6,036 2,454 21,174 14,311
LUXEMBOURG 13,625 14,276 11,951 15,387 10,681
QATAR 10,217 152 199
Subtotal 3,967,854 4,886,553 2,570,780 2,527,064  2.683,163
Other Donors™ 54,431 155,265  134596] 177,892 83,323
Grand Total 4,022 285 5041818 2,705376 2704956 2.766.486
Bilateral Contributions 50,000 136,727 40,778| 56,504 103,103
Total Number of Donorg® 79 98 88 97 80

122 As ranked in 2009 for donors in excess of USD 1illiam :
WFP/EB.A/2008/4 WFP/EB.A/2007/4, WFP/EB.A/2006/4

123 Reported as UN in 2005

124 private contributions do not include extraordingifys in kind such as advertising.

12551 donors in 2009, 71 donors in 2008, 61 doim2H07, 70 donors in 2006, 53 donors in 2006
126 private Donors considered as 1

Source: WFP/EB.A/2010/4,WFP/EB.A/2009/4,
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WFP Confirmed Contributions in 2009 by Program & Donor*?’

(US$ thousands)
Ranking DONOR % Cumulated % Total DEV EMOP IRA PRRO SO OTHERS'?®
1 USA 43.7 43.7 1,757,330 35,859 822,623 856,413 29,316 13,119
EUROPEAN
2 COMMISSION 8.5 52.2 343,830 6,019| 133,548 150,080 33,598 20,585
3 CANADA 5.6 57.8 2257348 47,995 60,255 8,678 100,265 4,836 3,316
4 UN CERF AND
AGENCIES 5.4 63.2 217,449 2,210| 90,983 - 69,626 39,630 15,001
5 SPAIN 5.3 68.6 213,852 1,132| 18,566 4159 27,866| 2,166 159,964
6 JAPAN 5.0 73.6 202,684 28,194| 54,180 400| 106,547 11,500 1,862
7 GERMANY 3.3 76.9 132,060 28,811 38,281 5723| 52,769| 3,593 2,892
8 UNITED KINGDOM | 3.2 80.1 127,624 128| 23,435 488| 97,801 5,772
PRIVATE
9 DONORS?° 2.6 82.7 104,412 20,726 52,520 - 13,809 1,794 15,473
10 | AUSTRALIA 2.0 84.7 81,395 392| 16,956 - 28,976| 2,223 32,848
11 | NETHERLANDS 1.9 86.6 77,594 1,935 13,230 456|  41,044| 2,979 17,949
12 | SWEDEN 1.8 88.4 72,487 50| 26,012 3,030 37,389| 4,889 217
13 | DENMARK 1.0 89.5 41,885 14,605 10,530 282 15,200 256 1,012
14 | NORWAY 1.0 90.5 40,410 1.073| 10,164 12,222 8,360 1,673 6,916
15 | BELGIUM 1.0 91.4 39,111 - 6,115 1,361 27,203| 3,072 1,361
16 | SWITZERLAND 1.0 92.4 39,089 1,573| 13,545 2,091 20,140 509 1,232
17 | ITALY 0.7 93.1 30,000 2,755 5,092 383 2,029 231 19,509
18 | PAKISTAN 0.7 93.9 28,094 - 25,542 - 3,436 16
19 | FINLAND 07 94.6 28,524 8,368 7,922 1,062 8,858 2,313
RUSSIAN
20 | FEDERATION 0.7 95.2 26,80D 818 5,707 - 20,276
21 | SAUDI ARABIA 0.6 95.8 23,341 5452| 12,666 3 5,220
22 | IRELAND 0.6 96.4 22,549 740 8,859 1,883 6,606 3,673 790
23 | FRANCE 0.5 96.9 19,804 697 5,926 83 11,513 1,585
24 | INDIA 0.4 97.3 17,09 3,556 - - 12,241 1,301
25 | BRAZIL 0.4 97.7 15,761 4,320 118 - 11,323
26 | KENYA 0.4 98.1 14,577 - - - 14.577
27 | LUXEMBOURG 0.3 98.4 13,625 1,526 2,141 659 4,134 132 5,033
28 | QATAR 0.3 98.6 10,21f 217| 10,000
Top Donors 98.6 98.6 3,067,854 219,151 1,474,916  43,863| 1,753,791 151,842 324,294
Other Donor&™° 1.4 100.0 54,431 19,099 9,535 107 23,526 339 1,822
Grand Total 100.0 4,022,285 238,250 1,484,451 43,970 1,777,317 152,181 326,116
Bilateral
Contributions 50,000

1271n excess of US$10million (Note: Totals reportedtiis document are rounded and so may not addangtlg) Source:
WFP/EB.A/2010/4

128 Contributions to trust funds, special accounts taedGeneral Fund

129 private contributions do not include extraordingifys in kind such as advertising.

%051 donors
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WFP

DIRECT EXPENSES" BY COUNTRY, SPECIAL STATUS CATEGORY AND REGION

(2005-2009)

2005 2006 2007 2008 2009
US$ % US$ % USs$ % USs$ % US$ %
thousand thousand thousand thousand thousand

DEVELOPMENT AND RELIEF:
BY SPECIAL STATUS
CATEGORY **

LDC (least developed country)

LIFDC
country)

BY REGION/COUNTRY GROUP
SUB-SAHARAN AFRICA
ASIA

EASTERN EUROPE AND CIS
LATIN AMERICA AND THE
CARIBBEAN

MIDDLE EAST AND NORTH
AFRICA

(low-income,

food-defic

2,541,.776 100.0

1,936,214 76.2

2,426,995 95.5

1,908,000 75.1
450,117 17.7
35,874 1.4

73,019 29

71,403 2.8

2,230,517 100.0

1,598,180 71.7

2,063,484 92.5

1,648,007 73.9
368,962 16.5
32,044 14

70,782 3.2

71,240 3.2

2,314,974 100,0

1,710,707 73.9

2,175,770 94.0

1,667,589 72.0
442,125 19.1
33,597 1.5

78,953 3.4

112,511 4.9

3,025,855 100.0

2,178,093 72.0

2,810,174 92.9

2,057,798 68.0
635,179 21.0
37,192 1.2

127,468 4.2

150,646 5.0

3,515,792100.0

2,392,382 68.0

3,285,073 93.4

2,359,772 67.1
728,049 20.7
49,992 1.4

136,234 3.9

172,167 4.9

LDC (least developed country)

LIFDC
country)

BY REGION/COUNTRY GROUP
SUB-SAHARAN AFRICA
ASIA

EASTERN EUROPE AND CIS
LATIN AMERICA AND THE
CARIBBEAN

MIDDLE EAST AND NORTH
AFRICA

(low-income,  food-defic

it

1,761,721 77.2

2,179,828 95.5

1,762,296 77.2
378,710 16.6
4,043 0.2

57,245 2.5

71,403 3.1

1,413,651 72.0

1,817,256 92.6

1,517,868 77.4
274,645 14.0
7,602 0.4

60,692 3.1

71,240 3.6

1,483,696 74.0

1,873,624 93.4

1,513,588 75.5
320,519 16.0
3,420 0.2

68,825 3.4

112,511 5.6

DEVELOPMENT : 258,884 100.0 268,210 100.0 309,318 100.0 292,112 100.0 275,906 100.0
BY SPECIAL STATUS
CATEGORY **
LDC (least developed country) 174,493 67.4 184,529 68.8 227,011 73.4 192,657 66.0 193,079 70.0
LIFDC  (low-income, food-deficit
country) 247,167 95.5 246,228 91.8 302,146 97.7 273,412 93.6 268,834 97.4
BY REGION/COUNTRY GROUP
SUB-SAHARAN AFRICA 145,704 56.3 130,139 48.5 154,001 49.8 165,351 56.6 187,950 68.1
ASIA 71,407 27.6 94,317 35.2 121,606 39.3 83,631 28.6 77,256 28.0
LATIN AMERICA AND THE
CARIBBEAN 31,831 123 24,442 9.1 30,177 9.8 26,771 9.2 22,264 8.1
MIDDLE EAST AND NORTH
AFRICA 15,774 6.1 10,090 3.8 10,128 3.3 12,358 4.2 10,440 3.8
RELIEF: 2,282,892 100.0| 1,962,307 100.0| 2,005,656 100.0| 2,733,743100.0| 3,239,886100.0
BY SPECIAL STATUS
CATEGORY **

1,985,436 72.6

2,536,762 92.8

1,892,447 69.2
551,548 20.2
10,421 0.4

115,110 4.2

150,646 5.5

2,199,303 67.9

3,016,239 93.1

2,171,822 67.0
650,793 20.1
27,728 0.9

125,794 3.9

172,167 5.3

Sources: WFP/EB.A/2009/4,WFP/EB.A/2010/4 - Totalsy add up to more than 100 % as we did not inahédgative balances to the “other” category.

131 Excludes PSA(Program Support and Administrativgeases
*2008 and 2009 expenses presented are accordiiS®S and not comparable to 2007 and previous Yyealses based
on UNSAS (United Nations System Accounting Stansglard
**Actual classifications for each year.

N RELIEF only
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WFP DIRECT EXPENSES™?BY REGION AND CATEGORY (2005-2009)

2005 2006 2007 2008 2009
uss % uss % uss % uss % uss %
million million million million million
GRAND TOTAL 28924 100.0/ 2,664.9 100.0| 2,753.3 100.0| 3,535.8 100.0| 3,985.7 100.0
DEVELOPMENT 258.9 9.0 268.2 10.1 309.3 11.2 292.1 83 2759 6.9
RELIEF 2,2829 789 | 19623 73.6| 2,0057 728 | 2,733.8 77.3| 3,239.9 81.3
EMOP (Emergency Operations) 1,046.2 729.0 716.5 944.6 1,418.4
PRRO (Protracted Relief&Recovery Ops)| 1,236.7 1,233.3 1,289.2 1,789.2 1,8215
SPECIAL OPERATIONS (SO) 196.7 6.8 236.3 8.9 166.2 6.0 200.3 5.7 176.4 4.4
BILATERALS, TRUST FUNDS and
OTHERS'® 153.9 53 198.1 7.4 2721 9.9 309.6 8.8 293.5 7.4
SUB-SAHARAN AFRICA 2,042.9 100.0 1,761.9 100.0 1,831.7 100.0 2,214.2 100.0 2,519.3 100.0
Percentage of all regions 70.6 66.1 66.5 62.6 63.2
DEVELOPMENT 1457 7.1 130.1 74 1540 84 1653 7.5 1879 75
RELIEF 1,762.3 86.3 | 15179 86.2| 15136 82.6| 1,8925 855 | 2,171.8 86.2
EMOP(Emergency Operations) 745.3 635.8 645.0 719.9 927.0
PRRO(Protracted Relief&Recovery Ops) | 1,017.0 882.1 868.6 1,172.6 1,244.8
SPECIAL OPERATIONS (SO) 130.2 6.4 1124 6.4 1348 74 1415 64 130.7 5.2
BILATERALS, TRUST FUNDS and
OTHERS 47 0.2 15 01 29.3 1.6 149 0.7 289 1.1
ASIA 516.2 100.0f 474.1 100.0| 484.7 100.0/ 690.7 100.0| 763.4 100.0
Percentage of all regions 17.8 17.8 17.6 19.5 19.2
DEVELOPMENT 71.0 138 94.3 19.9 1216 25.1 83.6 12.1 77.3 10.1
RELIEF 379.1 734 274.6 57.9 320.6 66.1 551.6 79.9 650.8 85.3
EMOP (Emergency Operations) 241.3 56.1 36.8 124.2 321.8
PRRO (Protracted Relief&Recovery Ops) 137.8 2185 283.8 427.4 329.0
SPECIAL OPERATIONS (SO) 63.3 12.3 99.3 20.9 28.1 58 445 6.4 27.0 35
BILATERALS, TRUST FUNDS and
OTHERS * 28 05 59 1.2 144 3.0 11.0 1.6 83 1.1
EASTERN EUROPE AND CIS 35.9 100.0 32.1 100.0 33.6 100.0 37.8 100.0 50.4 100.0
Percentage of all regions 1.2 1.2 1.2 1.1 1.3
DEVELOPMENT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
RELIEF 35.9 100.0 32.1 100.0 33.6 100.0 37.2 98.4 49.9 99.0
EMOP (Emergency Operations) 8.0 6.0 8.0 6.3 9.0
PRRO (Protracted Relief&Recovery Ops) 27.9 26.1 25.6 30.9 40.9
SPECIAL OPERATIONS (SO) 0.0 0.0 0.0 0.0 0.0 0.0 06 1.6 04 08
BILATERALS, TRUST FUNDS and
OTHERS 0.0 0.0 0.0 0.0 0,. 0.0 0.0 0.0 01 0.2
LATIN AMERICA AND THE
CARIBBEAN 73.4 100.0 71.9 100.0f 178.2 100.0f 258.7 100.0{ 242.9 100.0
Percentage of all regions 2.5 2.7 6.5 7.3 6.1
DEVELOPMENT 31.8 433 24.4 33.9 30.2 16.9 26.8 10.4 223 9.2
RELIEF 412 56.1 46.3 64.4 48.7 27.3 100.7 38.9 114.0 46.9
EMOP (Emergency Operations) 10.3 13.9 15.3 29.2 28.3
PRRO (Protracted Relief&Recovery Ops) 30.9 32.4 33.4 715 85.7
SPECIAL OPERATIONS (SO) 04 05 12 17 05 03 75 29 42 1.7
BILATERALS, TRUST FUNDS and
OTHERS 0.0 00 0.0 0.0 98.8 55.4 123.7 47.8 1024 42.2
MIDDLE EAST AND NORTH AFRICA 84.1 100.0 91.3 100.0f 117.0 100.0{f 159.2 100.0{ 175.2 100.0
Percentage of all regions 2.9 3.4 4.2 4.5 4.4
DEVELOPMENT 15.8 1838 10.1 111 10.1 8.6 124 7.8 104 5.9
RELIEF 55.6 66.1 61.1 66.9 102.4 87.5 138.3 86.9 161.8 92.4
EMOP (Emergency Operations) 35.8 9.9 17.2 60.7 111.9
PRRO (Protracted Relief&Recovery Ops) 19.8 51.2 85.2 77.6 49.9
SPECIAL OPERATIONS (SO) 27 32 15.8 17.3 17 15 02 0.1 16 09
BILATERALS, TRUST FUNDS&OTHERS 10.0 119 43 4.7 28 24 83 5.2 14 038

Sources: WFP/EB.A/2009/4, WFP/EB.A/2010/4

132 Excludes PSA(Program Support and Administrativgeases
133 Operational expenses include the General Fundiadpaccounts and trust funds that cannot be ajuped by
project/operation. *2008 and 2009 expenses predere according to IPSAS and not comparable to 20Q¥ previous
years' values based on UNSAS (United Nations Sysdeoounting Standards). Totals reported in thisuthoent are
rounded and so may not add up exactly. Negativerdig) if present, represent financial adjustmehtdp to 2006 only

bilaterals are included.
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WFP DIRECT EXPENSES"™*BY CATEGORY (2005-2009)

2005 2006 2007 2008* 2009*
UsS$ | % UsS$ | % Us$ | % Us$ | % Us$ | %
million million million million million
DEVELOPMENT 258.9| 9.0 268.2 10.1| 309.3 11.2 292.1 8.3 275.9 6.9
RELIEF *® 2,282.9 78.9| 1,962.3 73.6| 2,005.7 72.8| 2,733.8 77.3| 3,239.9 81.3
EMOP  (Emergency
Operations) 1,046.p 729.0 716.5 944.6 1,418.4
PRRO (Protracted
Relief &  Recovery
Operations) 1,236.)7 1,233.3 1,289.2 1,789.2 1,821.5
SO (SPECIAL
OPERATIONS) 196.7| 6.8 236.3 8.9 166.2 6.0 200.3 5.7 176.4 4.4
BILATERALS,
TRUST FUNDS and
OTHERS 153.9 5.3 198.1 7.4 272.1 9.9 309.6 8.8 293.5 7.4
GRAND TOTAL 2.892.4|100.0| 2,664.9100.0| 2,753.3 100.0| 3,535.8 100.0| 3,985.7,100.0

Sources: WFP/EB.A/2009/4,WFP/EB.A/2010/4

134 Excludes PSA(Program Support and Administrativgeases

135 RELIEF represents the sum of EMOP+PRRO

1% Operational expenses include the General Fundiadpaccounts and trust funds that cannot be ajped by
project/operation. *2008 and 2009 expenses prederte according to IPSAS and not comparable to 20Q¥ previous
years' values based on UNSAS (United Nations Sysdeoounting Standards). Totals reported in thisuthoent are
rounded and so may not add up exactly. Negativeds) if present, represent financial adjustments.
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ANNEX 2

WFP DETAILED OVERVIEW OF 2010/2011 BUDGET
REQUIREMENTS

OPERATIONAL
Table A REQUIREMENTS

Budget Methodology Operational requirements overview

37
DOC and DSC applied 138

DOC™ : ocean transport an@udget compiled  byi) By programme categony*"
related costs, Landsidaggregating the expecteAMOP,PRRO,DEV,SO (comparison by
Transport Storage andperational  requirementsietric tonnage, dollar value and
Handling costs (LTSH) andor approved projectsaverage cost by metric ton-where
Other Direct Operational Costgrojects to be approved bgpplicable- in different biennia.);
(ODOC); the end of December 2009
and their logical extension|.

DSC : further costs other thanindicators at the project) By cost component:Food Project

o]
DOC that can be directlyevel, such as pastfood, external transport,
linked with the provision afrequirements, project TSH,ODOC,DSC) and Specigal
support to an operation apehplementation, incomegOperations (SO) comparing overgall
which would not be incurredrends and budgevalues and costs per mt, where

should that activity cease. performance by  costpplicable, among biennia;
component, were used [to
assess the accuracy |of
projected requirements.

i) By region: WFP carries out
operations in 78ountries in Six regions
and has a presence in an additional [five
countries where it monitors food

insecurity. Details by regional bureau
and programme category with logical

extensions are included in the budget
data.

137DOC :Direct Operational Costs, DSC: Direct Sup@usts

138 Does not consider PSA

139 Direct Operational Costs: shall mean any costerahan direct support costs or indirect supposts; of WFP projects
and activities.(Ref: Financial Regulations Novembd@t0 edition)

190 EMOP: Emergency Operations, PRRO: Protracted Rafid Recovery Operations, DEV: Development, SQecgp
Operations
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Table B

REGULAR PSA

Regular PSA

Budget Methodology
applied

Funding of the PSA Budget proposa

Includes managemet
administration and programn
support at regional buread
country offices, Headquarte
and liaison offices, coverin
WFP’s costs that cannot
related directly to a specif
operation.

PSA budget therefor
represents the portion of t
WFP Budget that pertains
providing indirect support t
WEFP’s activities.

nlThe PSA budget is fundeg
nffom ISC recoveries from
xxontributions, in line with
r'e/FP's full-cost recovery
@olicy (the recovery o
beperational costs, DSC a
¢SC in full).

@SA budget takes in
naccount resources that
texpected to be

the balance of
reserves.

fpatterns.
nchcome based on a thorough anal

madseufficient to fully fund the propose
cavailable from the funding®SA budget
of approved operations ahiticome that might be generated
their logical extensions, andnforeseen requirements.

current

For budgeting purposes WFP bases
PSA proposal on a funding sceng
that takes into account both {
financial climate and historical fundir
A conservative forec

supported by historical resourci
trends by donor is utilized to determi
the ISC rate required to fund P{
costs.

d his level of income would generate
rminimum of ISC income, which

without consideri

d
9

5 its

rio
he

g
ast
VSIS

P a

for

Table B/2

PSA PPROPRIATION LINES*

Programme support — regional bureaux and counfigesf

Programme support — Headquarters

Management and administration

141 programme Support and Adm

inistrative

1“2pSA budget is split by appropriation line where éxpenses are expected to be incurred
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Table C GENERAL FUND

General Fund PSAEA* reserve Capital and capacity funds

Accounting entityIn order to improve theCapital and capacity funds represent|the
established for recording|transparency of reporting onon-PSA portion of WFP indirect
under separate accountsISC income and PSHcosts In the budget other income

i) ISC recoveries; expenditure, the PSKinterest income and miscellaneous
Equalization Accountincome) from General Fund, a portion
(PSAEA) reserve was createaf the carry forward balance |[of

in 2002 as asubset of thg General Fund and one time-allocations
General Fund

i) interest income fromPSAEA is a reserve set up|terom PSAEA are utilized to cover |n
WFP investment portfoliggecord any differencedull Capital and capacity funds indirgct
and bank & money markebetween ISC revenue apcbsts.
accounts and miscellanequ3SA  expenses for the
income (recoveries arisin@inancial period. In case of|a
from disposal of redundapsurplus of ISC revenue over
or unserviceable equipmenBSA  expenses this |is
value-added tax refunds artdansferred to PSAEAVEP’s
other types of recoveries ajdrget is to_maintain in_the
excess income arising frorRSA Equalization Account
closure of third-partyan_amount equivalent to a
agreements); minimum of four months of
expected PSA expenditure.

iil) operational reserves; For the PSA budget level
proposed for 2010-2011, four
months of operations would
amount to about US$75
million.

iv) contributions received
that are not designated tq a

specific programme
category, project or bilateral
operation.

143 pSA Equalization Account. It is also traditionallged to fund non-recurring investments in systam infrastructure
development and other major management initiaiivelsiding Board- approved EB allocations.
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Table D

EXTRA-BUDGETARY
RESOURCES*

Bilateral Operations

Trust Funds

Special Accounts

Consist of projects an
services carried out K
WFP at the request of
donor. WFP  design
implements and monito
the projects, or provideg
services such as transp
and procurement to a ng
WFP project.

Country-specific trust funds:
yenerally more operational
aature, most often funded
shost governments. The
rprovide complementar
rgesources  for  programm
catiministered in  partnersh
rwith  governments and/
NGOs, such as school me
programmes, and target t
poorest  population group
Managed directly by th
countries where they a
established.

148

trust  funds
institutional and intended |
strengthen WFP’s capacit
building activities. They usuall
involve one-off expenditures
improve the quality of WFP’
work, funding activities ng
covered under the PSA
operational budgets. They &
managed centrally [
Headquarters on the basis
agreements reached betwse
the donor and WFP.

General

padministration and logistics.
als
he

Y

re

(0]

<

(0]

—~ O

or
\re

of
ben

144 Extra-budgetary resources include bilateral opmmat trust funds and special accounts. The Coremitn Extra-
Budgetary Resources provides oversight for thessources ensuring that the activities funded suppesrall WFP
priorities. The task of the Committee is to estbla system for the mobilization and managemergxtfa-budgetary
resources in WFP. This will enable WFP to ensuemjadte corporate guidance and accountability méstmsrare in place

so that all resources are spent in accordanceoeiborate priorities.

Extra-budgetary resources for improvement of thaliu of programmes, capacity development and newntngrship

frameworks provide support critical to WFP at aildls.

15 WFP activities initially funded through generalst funds include Vulnerability Analysis and Mapgi(VAM), needs

assessments and contingency planning — which sugpicker, better targeted responses to unforeseeds.

Established by the Executive Directpr,
ias per Financial regulations, for
bypecified purposes. Special accounts
sjnclude the United Nations
\Humanitarian Response Depot
c@JNHRD), Aviation, Dubai, junior
iprofessional officer JPQ)
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5. UNHCR

a. Role in Development

263. United Nations High Commissioner foRefugees (UNHCR) is among the larger UN
programmes and agencies. In recent years, it walsng fifth by expenditure behind UNDP,
UNICEF, WFP and WHO (aside from peace-keeping, W8dnk and IMF). It is further one of the
fastest growing. Its compounded expenditurewth rate averaged 17.7 percent p.a. in current terms
through 2006-2009, as compared with 15 percentfpranultilateral ODA disbursements recorded
by OECD, or with rates of 9 percent p.a. for WHQI ah percent p.a. for UNICEF over similar
periods.

264. Its mandate was defined by its Statute as to protect refugeesseek durable solutions to their
problems under a 1950 UN Resolution and extendeflifblyer resolutions in terms of beneficiaries
and assistance (e.g., worldwide, resettlementttard country, temporary emergencies -1954, new
cases-1967, statelessness, repatriation-1985ngerdally displaced persons / IDP within a country
1993).

265. By 2009, its statedbbjectives were (i) ensuring protection to all persons of can, (ii)
affirming and developing an international protesti®gime, (iii) realizing the social and economic
well-being of people of concern, (iv) respondingetoergencies in a timely and effective manner and
(v) attaining durable solutions.

266. Its operations are divided into field programmes, mostly gea@dpecific countries (although
classified by region and sub-region) and a smalhount of “global programmes” for world-wide or
regional support of policy priorities and field grammes. Examples of individual UNHCR
programmes in 2009 include: in the Africa regionuytering sexual violence in DRC by reassigning
judges, and increasing refugee education accedsastern Chad camps; in Europe, promoting
durable resettlement in new participating count(i@sech Republic) and for Iragis in Germany; and
global programmes for private sector fund-raisengg for refugee anaemia prevention.

267. Its accounts have been divided into funds: the Annual Programmitéally approved by its
Executive Committee, the Supplementary Programméufther activities through the year, the UN
Regular Budget for administrative costs, the Jumioofessional Officers (JPO) from sponsoring
States and three internal funds (Working CapitagffSBenefits and Medical Insurance). The
operational reserves included in the Annual Prognanmay also be used for the Supplementary
Programme. The global programmes are financed ubdén the Annual and Supplementary
Programmes.

268. Since 2010, UNHCR has shifted to a biennial buddetided into four hillars”: | — refugees,
including repatriation among durable solutions Kwé 2010 budget of US$ 2,298 million); Il —
stateless (US$38 million), 11l - long-term intedgaat (including for returnees) under “UN Delivering

115



as One” (US$156 million) and IV — IDP (US$797 nauh). The new pillar | should thus merge most
of the former Annual and Supplementary Programnhagst observations below do not extend
beyond 2009 as the latest year with audited aceount

b. Trends in Resources

269. The revenues of UNHCR are almost fully dependenvanntary contributions. These are
mainly contributions to the main Annual and Supmeatary Programmes, since JPO contributions
account for only some 1 percent of revenues thrd@@@6-2009. As shown imable 5.1, the UN
Regular Budget is the only other external resowmd represents a minute share of less than 3
percent of revenues. All other income amounts tly @npercent of the total and comes primarily
from the use of external contributions, such agredt income. Directly or indirectly, about 97
percent of revenues have therefore come from vatyntontributions, and about 96 percent from
contributions to the Annual and Supplementary Rrognes.

270. However, themix of contributions to the Annual vs. the Supplementary Programmes has
evolved notably, from 82 percent vs. 18 percen@®1 to 61 percent vs. 39 percent in 2009.
Contributions to the Supplementary Programme hanevig faster than those to the Annual
Programme, especially in recent years since 2006 @&ppears to reflect a higher and swifter
response to emergencies (e.g., Iraq and PakisyadNHCR, and by its donors - which would then
earmark their funding for such emergencies.

271. Table 5.2 confirms that the compounded yeadsowth of contributions in real terms from
2006 to 2009 averaged only 4 percent p.a for theuAhProgramme as against 46 percent p.a. for the
Supplementary Programme and 14 percent overatluirent terms, total income has been growing
somewhat more slowly than total expenditure oveséhfour years, at a compounded rate of 16.6
percent p.a. as against the above rate of 17.#pema. In 2010 after the financial crisis, total
contribution growth is reported to have been lovegrabout 8 percent. This may foretell funding
constraints to sustained high growth.

272. As detailed inTable 5.3 contributions to the UNHCR come primarily froBovernmental
donors and largely from a few of them. Steadily through@®006-2009, Governments have
accounted for up to 83 percent of contributiong] Hre first ten of them for up to about 69 percent
(in spite of UNHCR efforts towards private dono2s7? percent). Eight Governments belong to the
top ten every year and account for 64 percentlafaatributions: USA, Japan, Sweden, Netherlands,
Norway, UK, Denmark and Germany, in this order. Way alone represents 6.1 percent of
Governmental contributions and 5.1 percent of totadtributions. Such concentration of two-thirds
of all funding from 8 donors is high, probably hegithan in most other UN agencies, and constitutes
a risk.
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Table 5.1 - Income Composition (by Fund)

2001 2002 2003 2004 2005 2006 2007 2008 2009
$ amounts & % shares of total: ($000) % ($000) % ($000) % ($000) % ($000) % ($000) % ($000) % ($000) % ($000) %
Income in current terms (from Audited Financial Statements - Statememaiiine and expenditure)

Voluntary Contributions:

Annual Programme fund 6347582%| 621871 73%| 652636 67%| 793961 79%| 798509 72%| 866420 76%| 924005 70%|1036972 63%|1031782 57%
UN Regular Budget Fund 0 0% 0 0% 0 0%| 27750 3%| 39270 4%| 30721 3%| 37043 3%| 33854 2% 46031 3%
Supplementary Programme Fund 13527B%| 185258 229 268179 27%| 158280 16%| 287504 26%| 203476 18%| 332752 25%| 543767 33%| 671844 37%
Junior Professional Officers Fund 92081% 8694 1% 8050 19%| 10030 1% 9602 19%| 10264 19| 11518 19| 13892 19%| 12002 1%
Total Voluntary Contributions 779237 1019 815823 95% 928865 95%| 990021 98% 1134885 102% 1110881 97% 1305318 98%)] 1628485 99% 1761659 98%
Other/Miscellaneous Income:

Interest Income 4678 1% 3405 0% 2513 0% 1817 0% 2686 0% 5232 0%| 12014 1% 7093 0% 2295 0%
Currency Exchange Adjustments -140662%| 32212 4%| 41499 4% 6906 1%| -35995 -3%| 23703 2% 6102 0% 4289 0% -1779 0%
Other Income 4809 1% 6765 1% 8406 1% 8352 1%| 10803 1%| 11456 1%| 10533 1%| 12112 1%| 40341 2%
Prior-Year Contribution Adjustmentg -17570%| -1858 0%| -2083 0%| -1650 0%| -2418 O0%| -6774 -1%| -7712 -1%| -1333 0% -263 0%
Total Miscellaneous Income -6336 -1%| 40524 5%| 50335 5%| 15425 2%| -24924 -2%| 33617 3% 20937 2% 22161 1%| 40594 2%
Total Income 772901 10094 856347 100% 979200 1009 10054461009 1109961 100%4 1144498 10094 1326255 1009 1650646 100% 1802253 100%
Exceptional Adjustments 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 4142 0%
Income after Above Adjustments 77290110099 856347 10094 979200 10094 1005446100% 1109961 10094 1144498 100%4 1326255 100% 1650646 100% 1806395 100%
Table 5.2 - Income Growth

2001 2002 2003 2004 2005 2006 2007 2008 2009

$ amounts & % growth per year: ($000) % ($ 000) % ($ 000) % ($000) % ($000) % ($000) % ($ 000) % ($ 000) % ($ 000) %

Income in real terms (constant 2009 prices)

Voluntary Contributions:

Annual Programme fund 76892NA | 741603 -4%| 760949 3%| 901715 18%| 877162 -3%| 922020 59%| 956069  49%|1033283 89%|1031782 0%

UN Regular Budget Fund ONA 0 NA 0 NA 31516 NA | 43138 37%| 32697 -24%| 38328 17%| 33734 -129%| 46031 36%
Supplementary Programme Fund 16387 | 220927 35| 312687 420| 179761-43%| 315823 76%| 216533 -31%| 344299 59%| 541832 57%| 671844 24%

Junior Professional Officers Fund 11158A 10368 -7%| 9386 -9%| 11391 21%| 10548 -796| 10923 49| 11918 9w| 13843 16%| 12002 -139%

Total Voluntary Contributions 943959 NA | 972897 3%|1083021 1191124384 4%|1246671 11%|1182168 -5%|1350614 149% 1622691 20%[1761659 9%
Other/Miscellaneous Income:

Interest Income 5667NA 4061 -28%| 2930 -28%| 2064 -30%| 2951 43%| 5568 89%| 12431 123%| 7068 -43%| 2295 -68%
Currency Exchange Adjustments -1703QA | 38414-3250 48386 26%| 7843 -84%| -39540 mmmm| 25224 mmm| 63147 7506 4274 -32%| -1779-142%

Other Income 5826 NA 8067 38%| 98017 21%| 9486 -3%| 11867 25%| 121917 39| 10899 -11%| 12069 119%| 40341 2349
Prior-Year Contribution Adjustments -2128IA -2216  4%| -2429° 10%| -1874-23%| -2656 42%| -7209171%| -7980° 11%| -1328 -83% -263 -80%

Total Miscellaneous Income -7675 NA 48326 -7309d 58689 219 17518 -70% -27379-256% 35774-2319d 21664 -39%| 22082 2%[ 40594 84%

Total Income 936284 NA 1021224 9%|1141710 1291141902 0%|1219292 7%|1217942 0%|1372278 13% 1644773 20%1802253 10%
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Table 5.3 - Contributions per Donor

2001 [ 2002 [ 2003 [ 2004 | 2005 | 2006 | 2007 [ 2008 | 2009
Gowernmental Donor & § amounts Government " ($ 000) |Government " ($ 000) |Government " (3 000) |Government " ($ 000) |Government " ($ 000) |Government " ($ 000) |Government " ($ 000) |Government " ($ 000) |Government " ($ 000)
‘Total Contributions by Donor (from UNHCR Global Reports & Audited Financial Statements)
‘Top Ten Governmental Donors :
USA 244708|USA 259245[USA 308694[USA 302252|USA 322711 USA 329341|USA 367116|USA 510252|USA 640727
Japan 90864|Japan 118870]Japan 90851|Japan 81752]Japan 94519]Japan 75148|Japan 89704|Japan 110871|Japan 110554
Netherlands 57912|Netherlands 61210|Netherlands 56690|Netherlands 78980|Sweden 85199|Sweden 68069|Sweden 85167|Sweden 105367|Sweden 107885
Sweden 41584|Sweden 42457|Sweden 53389|Sweden 60836|Netherlands 76476|Netherlands 66672|Netherlands 74170|Netherlands 85494 Netherlands 80617
Norway 38053|Norway 38732|Norway 48550|Norway 53840|Norway 62786|Norway 55198 Denmark* 57847|Norway 61048|Norway 60643
Denmark 37329|UK 33561|UK 46543|UK 48390 UK 56892|UK 51992|UK 56213|UK 57423|Germany 54530
UK 36142|Denmark 33096|Denmark 39072|Denmark 45444| Denmark 53033|Denmark 50661|Norway 55255|Denmark 55779|Denmark 52133
Germany 29234|Germany 30560|Germany 32557|Germany 31194|Germany 40157|Germany 31087|Canada 356063|Germany 48884 Canada 45562
Ttaly 25421[Canada 18891|Canada 24649[Canada 23725|Canada 31742|Spain 27875(Spain 33550(Italy 44117\ UK 41997
Canada 17141 |Switzerland 15856 (Switzerland 22459|Switzerland 22241|Switzerland 23702|Canada 27311|Germany 33285|Canada 42793|Spain 39539
S amounts & % shares of total: % " ($ 000) % " (8 000) % " ($ 000) % " (8 000) % " (8 000) % (8 000) % (8 000) % 7 (8 000) % 7 (8 000)
‘Total Top Ten Donors 79% 618388 80% 652478 78% 723454 76% 748654 75% 847217, 71% 783354 68% 887970 69% 1122028 70% 1234187
Other Governmental Donors 9% 71284 9% 77216 10% 96077 10% 103255 11% 127792 13% 142900 15% 194601 14% 228837 13% 235587
‘Total Governmental Donors 89% 689672 89% 729694 88% 819531 86% 851909 86% 975009, 83% 926260 83% 1082571 83% 1350865 83% 1469774
European Commission 8% 65699 8% 65720 8% 71132 8% 80520 8% 86130 7% 79571 6% 84649 8% 130146 7% 126948
Intergovernmental Donors 0% 2175 0% 196 0% 0 0% 1714 0% 1612] 0% 2676 0% 2934 0% 2373 0% 7167
UN Donors:
UN Regular Budget 0% 0 0% 0 0 0% 0 3% 39270 3% 30721 3% 37043 2% 33854 3% 46031
CERF 0% 0 0% 0 0 0% 0 0% 0| 2% 22841 3% 43258 3% 45680 2% 38383
Other UN Funds 0% 2169 0% 731 17808 4% 37020 0% 2621 2% 27106 2% 20774 1% 21234 1% 22646
‘Total UN Funds 0% 2169 0% 731 17808 4% 37020 4% 41891 7% 80668 8% 101075 6% 100768 6% 107060
Private Donors 3% 19522 2% 19481 20394 2% 18857 3% 30243 2% 21706 3% 34088 3% 47817, 3% 50710
Adjustments 0% 0 0% 0 0 0% 0 0% 0 0% 0 0% 0 0% -3482 0% 0
‘Total Contributions 100% 779237 100% 815822 928865 100% 990020 100% 1134885 100% 1110881 100% 1305317 100% 1628487 100% 1761659,
Share of Unrestricted Contrs. 18% 143834 20%. 162526 19% 174023 20%. 194568 19% 218663 19% 215676 20%. 262357 19% 307667 17% 304849
2001 I 2002 I 2003 | 2004 | 2005 | 2006 | 2007 I 2008 | 2009
$ 000 & % growth per year: ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) % ($ 000) %
‘Total Contributions in reals terms constant 2009 prices
Total Top Ten Govt. Donors 749108 NA 778103 NA| 843520 850259 1%) 930668 9% 833623 -10%)| 918784 10% 1118036 22%) 1234187 10%)
Total Governmental Donors 835461 NA 870185 4% 955542 967528 1% 1071047 11%) 985700 -8%) 1120137 14% 1346059 20%) 1469774 9%
European Commission 79587 NA 78373 -2%)| 82937 91448 10% 94614 84677 -11%) 87586 129683 48%)| 126948 -2%
Intergovernmental Donors 2635 NA 234 -91%| 0 1947 NA 1771 2848 61% 3036 2365 7167 203%
Total UN Donors 2628 NA 872 -67%| 20763 42044 102% 46017 85845 87% 104582 100409 -4%| 107060 7%
Total Private Donors 23649 NA 23232 -2% 23779 21416 -10% 33222 23099 -30% 35271 47647 NA 50710 NA
Adjustments 0 NA 0 NA 0 0 NA 0 0 NA 0 -3470 NA 0 NA
"Total Contributions 943959 NA 972896 3%)| 1083021 1124383 4% 1246671 1182168 -5% 1350613 14% 1622693 20%) 1761659 9%




273. Moreover, most contributions are “tightly earmarkég donors for specific countries and/or
activities (e.g. HIV) or “loosely earmarked” to sfe regions or sub-regions.Unrestricted
contributions” that UNHCR may freely allocate to needs are a lsara stagnating portion, from
19.7 percent of all contributions in 2004 to 17g&rcent in 2009. As shown ihable 5.4 these
unrestricted contributions are even more concesdratvith 97 percent from Governments, 81 percent
from the top ten of them and 72 percent from threddilar contributors: Netherlands, UK, Denmark,
Norway (12 percent), Canada, Spain, SwitzerlandrRradce. As such core contributions are critical
to complement individual programmes and to followaasistent strategy, their acute concentration
adds to the vulnerability of UNHCR.

274. In addition, there has been no clear shift fromntly to loosely earmarked contributions as
shown inTable 5.5 The share of tightly earmarked contributions tesained high and averaged 54
percent of all contributions from 2008 to 20102009, the unrestricted shares of contributions were
nil from USA and Sweden and below one-third fromn&da and Australia, while the tightly
restricted shares were 100 percent from the ECalngde 75 percent from Japan, Germany and ltaly
(Table 5.9. Hence several major unrestricted contributofeeg. Canada and Germany) are also
largely resorting to tight or loose earmarking.
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Table 5.4 - Unrestricted Contributions by Donor

| 2002

| 2003

| 2004

| 2005

| 2006

| 2007

| 2008

| 2009

Governmental Donor & $ amounts

-
IGovernment

(S 000)

=
|Govern ment

($ 000)

v
|Govern ment

($ 000)

-
|Government

($ 000)

14
|Government

(8 000)

14
|Government

($ 000)

v
|Government

(8 000)

-
IGovernment

($ 000)

Unrestricted Contributions by Donor

(from UNHCR Global Repotts - Donor Profiles & Audited Financial Statements)

Top Ten Governmental Donors :

Netherland: 40895|Netherlands 42693|Netherlands 51061 |Netherlands 55495|Netherland: 48402|Netherland: 53816]|Netherlands 61332|Netherlands 60086
Norway 19444(UK 26310|UK 28418|UK 38124|UK 30088|UK 38540|Norway 43796|Norway 41733
UK 19071|Denmark 17556{Denmark 20973|Denmark 22810|Denmark 20635|Norway 27113 UK 34926]UK 30097
Denmark 15080|Norway 13610|Norway 15345|Norway 15974|Norway 14749|Denmark 22928|Denmark 25440 Denmark 24947
Canada 9482[Canada 9611 |Switzetrland 10839|Ireland 11789|Canada 12348|Ireland 17000|Ireland 18440(France 14731
Switzerland 8074|Switzerland 9353|Canada 10448|Canada 11661|Spain 11730|France 14310|Spain 16272|Spain 14365
Australia 7296|Finland 7535|Ireland 8718|Switzerland 9244|France 11718|Spain 13844/ France 15858 Belgium 12500
Finland 6124(Ireland 7289 (Finland 8706|Finland 9056(Ireland 11036|Canada 12069|Canada 14315|Switzerland 11973
USA 6000|Italy 5701[Australia 5526|France 8468[Switzerland 9016|Finland 9563 | Finland 10903 Canada 11272
Ireland 5099[Germany 5492|Italy 5515]|Italy 5821 Finland 8464|Switzerland 9016|Switzerland 10381|Germany 10873
$ amounts & % shares of total: % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000)
Total Top Ten Donors 84% 136565 83% 145150 85% 165549 86% 188442 83% 178187 83% 218199 82% 251663 76% 232577
Other Governmental Donors 13% 21429 14% - 24290 13% - 25060 12% 26070 14% 30527 14% 35582 18% - 54927 18% 55047
Total Governmental Donors 97% 157994 97% 169440 98% 190609 98% 214512 97% 208714 97% 253781 100% 306590 94% 287624
Total Others Donors (mostly private) 3% 4532 3% " 4583 2% 3959 2% 4151 3% 6962 3% 8576 0% 1077 6% 17225
Total Unrestrd. Contributions 100% 162526  100% 174023|  100% 194568|  100% 218663  100% 215676] 100% 262357|  100% 307667  100% 304849
| 2002 | 2003 | 2004 I 2005 | 2006 | 2007 | 2008 | 2009
$000& %g routh per year: r ($ 000) % ($ 000) % r ($ 000) % r ($ 000) Y% r ($ 000) % r ($ 000) % r ($ 000) % r ($ 000) %
Total Unrestricted Contributions in reals term (constant 2009 prices)
Total Top Ten Govt. Donors 162859 NA 169239 4% 188017 11% 207003 10% 189622 -8% 225771 19% 250768 11% 232577 -7%
Total Governmental Donots 188413 NA[ 197561 5% 216478 10%[ 235641 9% 222108 6% 262587 18%[ 305500 169 287624 6%
Total Others Donors (mostly private) 5405 NA 5344 1] 4496 _16%[ 4560 1% 7409 62%f 8874 20%[ 1073 88%[ 17225 1506%)
Total Unrestrd. Contributions 193818 NA| 202904 5%| 220974 9%| 240201 9%| 229516 4% 271461 18%| 306572 13%| 304849 1%
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Table 5.5 - Contributions by Earmarking Level

2008 2009 2010
(from UNHCR Excternal Relations Division) ($ 000) ($ 000) ($ 000) ($ 000) ($ 000) ($ 000) $ 000) ($ 000) ($ 000) ($ 000) ($ 000) ($ 000
Region / Sub-Region Unrestricted Broadly Strictly Grand Unrestricted Broadly Strictly Grand Unrestricted Broadly Strictly Grand
earmarked | earmarked Total earmarked | earmarked Total earmarked [earmarked Total

AFRICA 134187 386826 521013 107139 364261 471399 143219 419305 562524
AFRICA OVERALL 61375 16558 77933 52856 1255 54110 112071 78 112149
CENTRAL AFRICA AND GREAT LAKES 31982 204945 236926 19870 180577 200447 4794 181360 186154
EAST AND HORN OF AFRICA 25480 137892 163372 17893 165358 183251 20956 216639 237596
SOUTHERN AFRICA 6154 9028 15182 4551 8911 13462 938 6027 6965
WEST AFRICA 9196 18403 27599 11969 8159 20129 4460 15200 19660
AMERICAS 8766 19710 28476 1845 32069 33914 13683 28978 42661
AMERICAS OVERALL 1898 0] 1898 1845 0] 1845 1770 0 1770
CENTRAL AMERICA AND MEXICO 310 0 310 0 340 340 0 350 350
NORTH AMERICA AND CARIBBEAN 1413 0 1413 0 296 296 0 6482 6482
NORTHERN SOUTH AMERICA 4215 19471 23687 0 29929 29929 11913 19685 31597
SOUTHERN SOUTH AMERICA 930 239 1169 0 1503 1503 0 2461 2461
ASIA AND THE PACIFIC 48918 127616 176534 50086 239050 289136 75835 356480 432315
ASIA AND PACIFIC OVERALL 5645 0] 5645 4243 125 4368 9795 0 9795
CENTRAL ASTA 2137 0 2137 2500 167 2667 3076 29002 32077
EAST ASIA AND THE PACIFIC 9122 15479 24601 10800 16899 27699 6400 175 6575
SOUTH ASTA 0 31022 31022 0 47104 47104 3550 28322 31872
SOUTH-WEST ASTA 32014 81115 113129 32542 174755 207298 46614 275766 322380
SOUTH EAST ASTA 0 0 0 0 0 0 6400 23215 29615
EUROPE 18425 39184 57608 27424 50374 77798 32247 34852 67099
EUROPE OVERALL 400 0] 400 257 0] 257 4507 0 4507
CENTRAL EUROPE 2923 494 3417 3660 1470 5131 1299 1093 2392
EASTERN EUROPE 5378 26544 31922 5606 38549 44155 12470 20441 32911
SOUTH EASTERN EUROPE 8751 7401 16152 12701 4932 17633 12762 7789 20551
WESTERN EUROPE 973 4745 5717 5200 5422 10622 1209 5529 6738
MENA 177641 92187 269828 174006 103645 277651 206825 102557 309382
MENA OVERALL 110974 533 111507 1733 0 1733 7617 0 7617
MIDDLE EAST 64463 77555 142018 170557 89426 259984 197611 89621 287232
NORTH AFRICA 2204 14099 16303 1716 14219 15934 1597 12936 14533
Operational Reserve 9274 9274 25751 25751 25692 25692
HQs/Global Ops/JPOs/IN costs 47264 64293 111556 50402 82786 133189 35886 44965 80851
Unrestricted 306068 306068 287314 287314 343309 343309
Other 1598 3258 112898 117755 17536 700 101240 119476 0
Grand Total 307667 447733 842714 1598114 304850 437353 973426 1715628 343309 533387 987137 1863832

19%)| 28%) 53% 100% 18%| 25%)| 57% 100% 18%| 29%)| 53% 100%
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Table 5.6 - Largest Contributions by Donor and Earnarking Level

2009
(from UNHCR External Relations Division) | % | ($ 000) | %o | ($ 000) | % | ($ 000) |
(2009 contributions to UNHCR above USD 3,000,000)

Breakdown of Contribution
Donor C T(.)lt)al . - Lighlty Tightly Earmarked
ontribution| Unrestricted Earmarked#* ook

United States Of Ametrica 640727 0% -1 51%| 325911 49% 314816
European Commission 126948 0% - 0% -1 100% 126948
Japan 110554 10% 106921 1% 11870 80% 87992
Sweden 107885 0% -1 58% 62180 42% 45705
Nethetlands 80617 75% 60086 0% -l 25% 20531
Norway 60643 69% 41733 1% 435 30% 18475
Germany 54530 20% 10873 0% -l 80% 43657
Denmark 52133 48% 249471 20% 10324 32% 16862
Canada 45562 25% 112721  17% 7840 58% 26450
United Kingdom 41997 72% 30097 6% 2719 22% 9181
Spain 39539 36% 14365 0% -l 64% 25174
CERF 38383 0% - 0% -1 100% 38383
Australia 32874 30% 9761 0% - 70% 23112
United Arab Emirates 30054 0.2% 54 0% -1 100% 30000
Finland 26881 37% 10014 42% 11345 21% 5521
Switzetland 25608 47% 11973 2% 609| 51% 13026
Belgium 23841 52% 12500 0% -l 48% 11341
France 23210 63% 14731 0% -1 37% 8479
Italy 15450 1% 1647 0% -1 89% 13803
Ireland 11850 65% 7736 6% 654 29% 3460
Luxembourg 11077 19% 21461 23% 2575 57% 6356
Saudi Arabia 6421 2% 112 0% -1 98% 6309
Com. Hum. Fund for Sudan 5961 0% - 0% -1 100% 5961
Russian Federation 4000 13% 500 0% -| 88% 3500
Joint UN Prog on HIV/AIDS 3633 0% - 0% -1 100% 3633
New Zealand 3501 100% 3501 0% -1 0% -
Republic of Korea 3228 77% 2500 0% - 23% 728
Other donots 88523 27% 23610 1% 891 72% 64022
Total 1715628 18% 304849| 25%| 437353| 57% 973426

* allocated by UNHCR where funds are most needed
*¥ allocated by donor for use within specified geographic regions
*XX to be used only for specific conuntries or types of activities

122



c. Mapping expenditures at Headquarters, Regional and Country level -
Programme Expenditures

275. Detalls regarding thebject of expendituresare provided infable 5.7 By 2007, expenditures‘f
were spread between 54 percent for “operationlgebng staff cost), 34 percent for staff costs and
a stable share of only 12 percent for all othetegch as travel and supplies.

Table 5.7 - Expenditure by Object

[ 2004 | 2005 | 2006 | 2007 | 2008 | 2009
(per Audited Financial Statements, with 2005-206f&is from UNHCR Subsequent Years' Budgets)
$ amounts & % shares of total: | ($ 000) % ($ 000) % ($ 000) % ($000) ($ 000) ($ 000)
Operations| n.a. 50% 570,444 47% 524,505 54% 725,651 85% 904,139 91% 1,046,174
Staff Posts n.a. 30% 343,378 34% 377,248 31% 421,077 44% 469,238 46% 523,672
Other Staff Costs n.a. 7% 83,00L77% 73,904 3% 43,261 7% 73,040 3% 39,692
Total Staff Costs| 35% 375,600 37% 426,394 41% 451,154 34% 464,338 51% 542,279 49% 563,364
Consultants n.a. 0% 3,079 0% 4,413 0% 4,331 0% 3,210 0% 3,209
Travel 23,8001 2% 25,020 2% 20,689 2% 26,039 3% 28,224 3% 30,774
Contractual Services n.a. 1% 10,5951% 5563 1% 9,343 1% 9,833 1% 8,19
Operating Expenses n.a. 5% 54,96(6% 52,123 4% 54,841 6% 65,994 6% 69,321
Supplies and Materials n.a. 1% 11,0731% 10,474 1% 11,954 1% 13,290 1% 12,97
Furniture and Equipment n.a. 2% 20,6611% 11,634 1% 18,184 3% 30,054 2% 27,71
Others n.a. 2% " 22,465 2% = 23,721 3% 37,799 3% 31,251 3% 33,95
Total Other Costd n.a. 13%" 147,849 12% 7 128,625 12% 162,501 17% 181,855 16% 186,138
Year Expenditure | 100% 1,064,717 100% 1,144,684 100% 1,104,284100% 1,352,490 100% 1,628,272 100% 1,795,671
Prior-Year Expenditure Adjustments -1% (12,433) -1% (11,237 -1% (6,924 1% (11,323 -1% (9437 -1% (18,386)
Prior-Year Obligation Cancellations -2% (17569 -1% (15,060) -1% (14,729) -1% (9,133 -1% (16,159) -1% (13,228)
Total Expenditure| 97% 1,034,710 98% 1,118,391 98% 1,082,629 98% 1,332,036 98% 1,602,679 98% 1,764,068
Exceptional Adjustmernts - - - 367,47 - 72,20¢
Expenditure after Above Adiustementy 97% 1,034,710 98% 1,118,391 98% 1,082,629126% 1,699,513 98% 1,602,676 102%  1,836,27]
(Growth Rate NA q (0 1] (0] q
As % of Total Expenditure before Exceptional Adjpshts:
Programme Support Costs 24% 249,183 22% 249,183 28% 300,370 22% 288,842 20% 316,769 18% 308,92y
Management and Administration 7% 75,718 8% 85,574 8% 88,719 7% 88,121 6% 98,554 6% 106,44
Total Support Costs and Administratioh 31% 324,901 30% 334,75] 36% 389,089 28% 376,963 26% 415317 24% 415,36}
Payments to Implementing Partners 32% 329,000 29% 324,000 29% 315,300 32% 432,000 33% 531,500 34% 598,80¢
Total Income| 1,005,446 1,109,961 1,144,498 1,326,255 1,650,646 1,806,399
Balance before Exceptional Adjustments (29,264) (8,430) 61,869 (5,781) 47,970 42,327

* Adjustements of Staff Benefits Fund in 2007, afod prior-period end-of-services liabilities in @@

276. Payments toimplementing partners” such as NGOs in the field have represented 5%perc
of the above costs of “operations” through 200572Qind have increased by amount at 17 percent
p.a. since 2006, from a share of 29 percent of kipge in 2005 to 34 percent in 2009. This implies
that UNHCR delegates most of its programme ac#isito its partners, and rather increasingly so.

277. In addition to the direct costs of its field progmaes and “global programmes”, UNHCR
budgets itssupport costs incurred in support of these programmes and itanagement and
administration” overheads independent from individual programmes. Such stupgosts have
averaged 21 percent of total expenditure (beforegtional adjustments) through 2006-2009 and
increased by less than 1 percent p.a. since 20066n@ down to about 18 percent of expenditure in
2009. At the same time, overheads have averagedcém and increased by less than 5 percent p.a.
to arrive at 6 percent in 2009. This reflects sooost reduction efforts and not only normal
economies of scale.
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278. As other UN agencies, UNHCR applies a detailedsdiaation of staff posts to split costs
between programmes, support and administrationp@uposts incurred in the regions and countries
may be regarded as direct support costs; theiesbfaiotal support costs has been slightly increasi
since 2007 to reach 61 percent in 2009 (Table@B)the other hand, all the support costs accounted
for at Headquarters are likely to represemntirect support costs although their share has been
slightly decreasing since 2007, it was still up2td percent of support costs and 4 percent of total
expenditure in 2009.

279. The global programmes accounted for the remairstahle and significant share of 19 percent
of total support costs by 2009. Up to 53 percenthefr total expenditure was classified as support
costs in 2009 (Table 15 — before prior years' adpgsts). The classification of thelobal
programmes appears delicate. Some of them act as reservegpérations according to field needs
(anaemia). From their description however, sevettars would seem to be 100 percent devoted to
operational support. The above support cost sHas8 percent of their expenditure and thus thel tota
support costs of UNHCR might be underestimated tfat reason. More broadly, the above
classification of staff posts seems to reflect laiohg targets rather than ex-post verifications of
actual activities, which may also lead to an unstareation of support costs and overheads.

280. UNHCR'’s support costs and overheads may partly stem specific features: high security
costs, down-times between short interventions (sjitbcialized staff kept idle), geographical spread,
fund mobilization, and advocacy and coordinatiovolmement (e.g. in Europe). Subject to
comparison however, total and indirect supportgesmain high, especially in light of the above
reliance on implementing partnersNHCR's efficiency could most probably be improved, for
instance by enlisting further implementing partnémsiting specialized permanent staffing, focusing
on programme management, or pooling common regseraices.

281. Table 5.8detalls the totabxpenditure breakdown by fundaccount of UNHCR. By 2009, the
Annual Programme including overheads accountedbiopercent of the total, the Supplementary
Programme for a growing share of 34 percent, theetfunds of an administrative nature for up to 8
percent mainly due to one-time adjustments, andUthd&regular Budget and JPO accounts for only 2
percent and 1 percent respectively. The sharepgasti costs differed widely from 28 percent under
the Annual Programme to 6 percent under the Suppiéary Programme. As an official puts it, we
incur more support costs once we get settled itathger term.
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Table 5.8 - Expenditure and Balances by Fund

| 2006 | 2007 ] 2008 2009 | Average
(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)
$ amounts & % shares of totals: % ($ 000) % ($ 000) Y ($ 000) % ($ 000) % ($ 000)
Annual Programme
Beginning of Year Balance 1% 7774] 6% 58840] 6% 62130] 7% 76339| 5% 51271
Total Income| 101% [ 866231] 97% | 928028] 100% [1042170] 100% | 1040911{ 100% | 969335
Year Expenditure* 63% | 538822 64% [ 608670] 64% | 669993| 65% | 678548| 64% | 624008
Estimated Support Costs 29% | 246032] 29% | 272476] 28% [ 291067 27% | 276981| 28% | 271639
Management and Administration 9% 78575] 9% 88121] 9% 98552] 10% | 106440 10% 92922
Prior Years' Adjustments** -1% <9528 -2% [ -15015] -2% | -16443| -2% | -16910] -1% | -14474]
Total Expenditure | 100% [ 853901/100%) 954252] 100% | 1043169] 100% [ 1045059] 100% | 974095
Balance before Transfers| 2% 20104] 3% 32616] 6% 61131] 7% 72191 5% 46511
Transfers from Supplementary Programmd 2% 16934 3% 32616) 4% 43887 4% 46001 4% 34860
Transfers to/from Other Funds 3% 21802 0% -3102| -3% -28679| -2% -17753| -1% -6933
FEnd Year Balance] 7% 58840 7% 62130] 7% 76339] 10% | 100439 8% 74437
Supplementary Programme
Beginning of Year Balance 32% 58731| 17% | 55402 10% 48586 12% 72605[ 15% 58831
Total Income| 111% | 203476]102%| 326307] 112% | 543771 108% | 671968| 108% | 436381
Year Expenditure® 98% [ 180195] 97% | 309772] 97% | 467250] 97% | 602429 97% | 389912
Estimated Support Costs 2% 15808] 5% 16366] 5% 25698 5% 31946 6% 22455
Prior Years' Adjustments** -1% | -12045] -2% -5439] -2% -8812 -2% | -13492| -2% -9947
Total Expenditure | 100% [ 183958]100%] 320699] 100% [ 484136] 100% | 620883 100% | 402419
Balance before Transfers| 9% 78249] 19% 61010] 22% | 108221| 20% [ 123690] 23% 92793
Transfers to Annual Programme -2% -16934]-10%]| -32616] -9% | -43887] -7% | -46001f -9% | -34860
Transfers to/from Other Funds -1% -5913] 6% 20192] 2% 8271 3% 17422 2% 9993
End Year Balance] 6% 55402 15% | 48586 15% 72605] 15% 95110] 17% 67926
UN Regular Budget
Beginning of Year Balance 2% 736] 0% 0] 0% 0] 0% 0] 0% 184
Total Income| 98% 30721]100%)] 37043] 100% | 33854] 100% | 46031 100%]| 36912
Year Expenditure® 100% | 31458]100%( 37043] 100% [ 33854 100% | 46031[ 100%| 37097
Prior Years' Adjustments** 0% -2] 0% 0] 0% 0] 0% 0] 0% -1
Total Expenditure | 100% 31456[100%] 37043] 100% 33854 100% 46031] 100% 37096
Transfers to/from Other Funds 0% 0] 0% 0] 0% 0] 0% 0] 0% 0
LEind Year Balance] 0% 1] 0% 0] 0% 0] 0% 0] 0% 0
Junior Professional Officers (JPOs)
Beginning of Year Balance 76% 7422] 71% 6777] 65% 7211] 71% 8519( 71% 7482
Total Income| 104% 10112]120%| 11500] 124% | 13698] 99% 11897( 111%] 11802
Year Expenditure* 101% 9837]100% 9566] 100% 11060{ 101% 12122] 100% 106406
Prior Years' Adjustments** -1% -80] 0% 0] 0% 3] -1% -67] 0% -36
Total Expenditure | 100% 9757]100% 9566 100% | 11063] 100% [ 12055[ 100% | 10610
Transfers to/from Other Funds -10% -1000{-16%]  -1500] -12% -1327] -12% -1465| -12% -1323
End Year Balance| 69% 6777 75% 7211 77% 8519] 57% 6897] 69% 7351
Administrative Funds¥k
Beginning of Year Balance 1649%| 58648] 20% |  74159]-972%( -296007]-256%) -287573[ -86% | -112693
Total Income| 955% [ 33958] 6% 23377| 56% 17153| 32% 35588| 21% 27519
Year Expenditure® 100% 3557| 3% 10476] 101% [ 30798[ 37% 41181 16% 21503
Prior Years' Adjustments** 0% 0] 97% | 367477] -1% -344] 63% 71064| 84% | 109549
Total Expenditure | 100% 3557]100%] 377953] 100% | 30454] 100% | 112245[{100%| 131052
Transfers to/from Other Funds -419% | -14889) -4% | -15590| 71% 21735 2% 1797 -1% -1737
End Year Balance|2085%|  74160] -78%]| -296007|-944%| -287573]-323%| -362433|-166%]| -217963
Total
Beginning of Year Balance 12% [ 133311) 11% | 195178] -11% | -178080| -7% [ -130110] 0% 5075
Total Income| 106% | 1144498 78% [1326255] 103% | 1650646] 98% |1806395| 95% | 1481949
Year Expenditure® 71% | 763869] 57% | 975527] 76% [1212955] 75% | 1380311 70% |1083166
Estimated Support Costs 24% | 261840] 17% | 288842] 20% [ 316765 17% | 308927 19% | 294094
Management and Administration 7% 78575] 5% 88121] 6% 98552] 6% | 106440 6% 92922
Prior Years' Adjustments** 2% | -21655] 20% | 347023] -2% | -25596] 2% 40595| 5% 85092
Total Expenditure | 100% [1082629/100%) 1699513 100% |1602676] 100% [ 1836273| 100% | 1555273
End Year Balance] 18% | 195180} -10%] -178080] -8% | -130110] -9% [ -159988] -4% | -68250

* exvluding Management and Administration costs - all charged to the Annual Programme

** including cancellation of prior years' obligations

¥ Working Capital and Guarantee Fund, Staff Benefits Fund and Medical Insurance Plan




Table 5.9 - Expenditure and Funding Balances by Lation

| 2006 | 2007 | 2008 | 2009 [ Average
$ amounts & % shares of totals: % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000)
AFRICA 45% 42% 41% 38% 41%
Year Expenditure 85% | 421749 87% | 485155] 87% | 569829] 88% [ 585251| 87% | 515496
Estimated Support Costs 15% | 72344] 13% | 74463| 13% | 84959] 12% | 81305] 13% | 78268
Subtotal] 100%]| 494093]100%| 559618]100%]| 654788]100%| 666556]100%| 593764
Earmarked Contributions 104%] 512788] 86% | 480807| 91% | 593933] 80% | 533739] 89% | 530317
Miscellaneous Adjustments/Income] 2% 9819] 3% 14750] 3% 19962 3% 21215] 3% 16437
Decrease in Balances -8% | -38139] 3% 14037] -1% -8048] 0% -2523| -1% -8668
Transfers from Overall Funds® 2% 9625] 9% 50024| 7% 48941] 17% | 114125] 9% 55679
MENA 16% 13% 17% 18% 16%
Year Expenditure 94% | 161164| 93% | 161863] 92% | 247388| 92% | 287298] 92% | 214428
Estimated Support Costs 6% 9956] 7% 12921] 8% 22189 8% 26618| 8% 17921
Subtotal| 100%| 171120]100%]| 174784]100%| 269577[100%]| 313916]100%| 232349
Earmarked Contributions 73% | 125460§101%]| 176642]103%| 277717] 90% | 281602] 93% | 215355
Miscellaneous Adjustments/Income| 4% 6288] 1% 1162 1% 4007] 1% 4523| 2% 3995
Decrease in Balances 11% 18332] -4% -6224| -7% | -17710] 2% 5270] 0% -83
Transfers from Overall Funds 12% | 21040] 2% 3204] 2% 5563] 7% 22521 6% 13082
ASIA 7% 14% 14% 17% 14%
Year Expenditure 66% | 53766] 85% | 160265 84% | 187320| 88% | 267462] 84% | 167203
Estimated Support Costs 34% | 27761] 15% | 28588] 16% | 36198] 12% | 35996] 16% | 32136
Subtotal] 100%]| 81527]100%| 188853]100%| 223518[100%)| 303458]100%| 199339
Earmarked Contributions 71% | 57597) 84% | 158726] 87% | 194692]101%]| 306831] 90% | 179462
Miscellaneous Adjustments/Income] 7% 6031] 0% -315] 2% 3591 1% 4050] 2% 3339
Decrease in Balances 21% 16723] 3% 6411] 1% 2152[-10%| -31089| -1% -1451
Transfers from Overall Funds 1% 1176] 13% | 24031] 10% | 23083] 8% 23666| 9% 17989
EUROPE 9% 8% 8% 8% 8%
Year Expenditure 68% | 68546] 70% | 76354 74% | 92412] 76% | 103566] 72% | 85219
Estimated Support Costs 32% | 31846] 30% | 32497] 26% | 33175| 24% | 32275] 28% | 32448
Subtotal] 100%] 100392]100%| 108851]100%| 125587[100%)| 135841]100%| 117668
Earmarked Contributions 50% | 50079] 40% | 43781] 49% | 61338] 60% [ 81293] 50% | 59123
Miscellaneous Adjustments/Income| 1% 1334] 2% 1800] 1% 1511 2% 3264] 2% 1977
Decrease in Balances 0% 33| 1% 1040] 2% 2008] -7% -9228| -1% -1537
Transfers from Overall Funds 49% | 48946] 57% | 62230] 48% [ 60730f 45% | 60512) 49% [ 58105
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AMERICAS 3% 3% 3% 3% 3%
Year Expenditure 75% | 25292] 76% | 30138] 76% | 36595] 78% | 42604] 76% | 33657
Estimated Support Costs 25% 8274] 24% 9578] 24% 11455] 22% 12238] 24% 10386
Subtotal] 100%]|  33566]100%]| 39716]100%[ 48050{100%)| 54842]100%)]| 44044
Earmarked Contributions 71% |  23912] 79% [ 31376] 61% | 29282| 65% | 35887] 68% [ 30114
Miscellaneous Adjustments/Income| 1% 464] 1% 591 1% 605] 1% 687] 1% 587
Dectease in Balances 1% 331] -6% -2495] -2% -1150] -2% -1074] -2% -1097
Transfers from Overall Funds 26% 8859] 26% 10244] 40% 19313] 35% 19342{ 33% 14440
GLOBAL PROGRAMMES’® 6% 8% 7% 6% 7%
Year Expenditure 44% | 29505] 48% 52257| 43% | 46118] 47% [ 52759| 46% | 45160
Estimated Support Costs 56% | 37624] 52% 55539] 57% | 62254] 53% [ 58718| 54% | 53534
Subtotal] 100%]|  67129]100%]| 107796]100%[ 108372[100%| 111477]100%]| 98694
Earmarked Contributions 85% 57326] 69% | 74260] 85% [ 92075[100%]| 111972] 85% | 83908
Miscellaneous Adjustments/Income| 4% 2848] 1% 967] 4% 39491 2% 2061] 2% 2456
Decrease in Balances -25%]| -16832| -2% -2337]-13%| -13783| -15%]| -17265]-13%| -12554
Transfers from Overall Funds 35% | 23787] 32% | 34906] 24% | 26131] 13% 14709] 25% | 24883
HEADQUARTERS' 14% 12% 10% 10% 11%
Year Expenditure 52% |  78862| 54% 87136] 60% [ 101046] 63% | 106630] 57% | 93419
Estimated Support Costs 48% | 74036] 46% [ 75256] 40% | 66535] 37% | 61777] 43% [ 69401
Subtotal] 100%]| 152898]100%]| 162392]100%| 167581{100%| 168407]100%]| 162820
Earmarked Contributions 40% | 60660 38% | 61372] 36% 59795] 43% | 71884| 39% [ 63428
Miscellaneous Adjustments/Income| 6% 9418] 9% 15423]-15%| -25101] -1% -1840] 0% -525
Decrease in Balances 2% 3242 2% 2623] 1% 1915] 0% -485[ 1% 1824
Transfers from Overall Funds 52% | 79578] 51% 82974] 78% | 130972] 59% | 98848| 60% | 98093
TOTAL
Year Expenditure 76% | 838885] 78% | 1053168| 80% | 1280708 82% | 1445570] 80% [1154583
Estimated Support Costs 24% | 261840] 22% [ 288842] 20% | 316765] 18% | 308927] 20% [ 294094
Subtotal] 700%| 1100725]700%|1342010] 700% [ 1597473| 100%| 1754497|7100%| 1448676
Earmarked Contributions 81% | 887822] 77% [1026964| 82% | 1308832] 81% |1423208] 80% [1161707
Miscellaneous Adjustments/Income| 3% 36202] 3% 34378] 1% 8524| 2% 33960 2% 28266
Decrease in Balances’ -1% | -16310] 1% 13055] -2% | -34616] -3% | -56394] -2% [ -23566
Transfers from Overall Funds 18% | 193011| 20% | 267613] 20% | 314733] 20% | 353723| 19% | 282270

1 miscellaneons income and prior years' excpenditure adjustments & cancelled obligations

2 from unrestricted contributions mainly (94%) plus contributions to overall annnal andf or supplementary field programmes
3 including PO overall accounts

4 including Regular Budget & Working Capital/ S taff Benefits Funds transfers

5 exccluding the minor ones that are related to overall funds

6 excluding the balances of the nnrestricted contributions and other overall funds

282. The expenditure breakdown by location is analyzed inTable 5.9 The rather stable

distribution of annual expenditure was by 2009:p@8cent in Africa, 18 percent in the Middle East
and North Africa (MENA), 14 percent in Asia and tRacific, 8 percent in Europe, 3 percent in the
Americas, 7 percent for global programmes and Xteo¢ for Headquarters. The weight of support
costs varied widely from 8 percent-12 percent gfemditure in the first three regions, to 22 pereent
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24 percent in the Americas and Europe, and 37 pef&® percent at Headquarters and under global
programmes.

283. Earmarked contributions hardly covered the net expenditure before supposts globally,
albeit with wider variations than above: only 6 7qamt of net expenditure at Headquarters, from 78
percent to 91 percent in Europe, the Americas afitad 98 percent in MENA, and up to the full
expenditure with support costs in Asia and undergliobal programmes.

284. Although the impact of changes in balances, preary adjustments and miscellaneous income
yields some further fluctuations (e.g., Asia andadtuarters), it is globally insignificant. Hencee t
expenditure funding shortfall from earmarked cdnitions has to be matched by the use of “overall
funds”. Apart from limited contributions to overatiperations (a rather stable 6 percent of the
remaining funding in 2009) these are theestricted contributions (94 percent). To this average
rate, unrestricted contributions have thereforenbefésetting by 2009 uneven funding gaps of 7
percent to 8 percent of expenditure in Africa, MEMAd Asia, 35 percent in the Americas and 45
percent in Europe, 13 percent under global prograsnand up to 59 percent of expenditure at
Headquarters. Compounded by regional weights, thestibutions have been divided between 32
percent for Africa, 28 percent for Headquarters, gdefcent for Europe, 4 percent for global
programmes and some 19 percent for the three o#lggons. Such an analysis is further detailed
overall inTable 5.15and by individual region inables 5.10i0 5.14
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Tables 5.10 - Africa - Income and Expenditure witiFunding Balances

2006

2007

2008

2009

Average

(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)

$ amounts & % shares of totals: % ($ 000) % ($ 000) % ($ 000) % (§ 000) % ($ 000)
Country Level
Beginning of Year Balance 0% =361 7% 38087 4% 25634 2% 10386] 3% 18437
Year Country Contributions 77% | 371161 62% | 337354| 70% | 442064| 66% | 421007] 68% | 392897
Other Income 1% 4609 1% 3895| 1% 5078| 1% 4253 1% 4459
Subtotal| 78% | 375409| 70% | 379336| 75% | 472776| 68% | 435646 72% | 415792
Year Expenditure* 86% | 415974| 88% | 479538] 89% | 562249| 90% | 578368| 88% | 509032
Estimated Field Support Costs 15% 72344 14% 74463| 13% 84959| 13% 81305] 14% 78268
Prior Years' Adjustments™* 1% -5065| 2% | -10623| -2% | -14727| 3% | -17056] -2% | -11868
Total Expenditure |100%]| 483253[100%| 543378]100%| 632481[{100%]| 642617]100%| 575432
Balance before Transfers| -22%|-107844| -30% | -164042] -25%|-159705| -32%|-206971| -25%|-159641
Transfers from Region/Subregion | 28% | 136307| 26% | 139652] 19% | 121149 20% | 126154 23% | 130816
Balance before Overall Funds| 6% 28463| -4% | -24390| -6% | -38556[-13%| -80817] -5% | -28825
Transfers from Overall Funds 2% 9625 9% 50024 8% 48941 18% | 114125] 10% 55679
End Year Balance| 8% 38088] 5% 25634 2% 10385| 5% 33308| 4% 26854
Subregion Level
Beginning of Year Balance 1% 711 3% 1733 0% 149 29% | 22052| 9% 6161
Year Contributions 101%| 64915] 97% | 67031[{142%]| 73890| 75% | 57948|101%| 65946
Other Income 0% 145] 0% 232] 0% 157] 0% -941 0% 110
Subtotal] 103%]| 65771{100%| 68996|142%]| 74196[{104%| 79906]110%| 72217
Year Expenditure 9% 5775] 8% 5617| 15% 7580 9% 6883] 10% 6464
Transfers to Country Level 91% | 58264] 92% | 63230[ 85% | 44563]| 91% | 70101| 90% | 59040
Total Expenditure [100%] 64039[100%]| 68847{100%]| 52143[100%]| 76984[{100%]| 65503
FEnd Year Balance| 3% 1732] 0% 149] 42% |  22053| 4% 2922] 10% 6714
Region Level
Beginning of Year Balance 2% 1332] 0% 0l 0% 0f 2% 1393] 1% 681
Year Contributions 98% | 76712]100%| 76422(102%]| 77979 98% | 54784[100%| 71474
Subtotal| 100%| 78044[{100%| 76422[102%| 77979[100%| 56177{101%| 72156
Year Expenditure 0% 0| 0% 0] 0% 0| 0% 0] 0% 0
Transfers to Country Level 100%| 78043]100%| 76422{100%] 76586|100%| 56053]1100%| 71776
Total Expenditure [100%| 78043[100%| 76422{100%]| 76586{100%] 56053]100%]| 71776
End Year Balance| 0% 11 0% 0] 2% 1393[ 0% 1241 1% 380

¥ including transfers to JPO overall account

*¥ including cancellation of prior years' obligations
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Tables 5.11 - Middle East and North Africa - Incomeand Expenditure with Funding Balances

2006

[ 2007

[ 2008

[ 2009

| Average

(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)

S amounts & % shares of totals: ($000) | % | (S000) | % ($ 000) % ($ 000) % ($ 000)
Country Level
Beginning of Year Balance* 11% | 16597] 2% 3051] 1% 3180| 8% 24312 5% 11785
Year Country Conttibutions 38% | 59106f 47% | 79062| 54% [ 141074 35% | 107589] 43% | 96708
Other Income 834] 0% -72[ 0% -37[ 0% -28[ 0% 174
Subtotal] 49% | 76537| 49% | 82041| 55% | 144217] 43% | 131873[ 49% | 108667
Year Expenditure** 97% |150352[ 93% | 156277| 93% | 242495| 93% | 284285| 94% | 208352
Estimated Field Support Costs 9956 8% | 12921 9% 22189[ 9% 26618| 8% 17921
Priot Years' Adjustments*** -3% | -5385] -1% | -1137{ -2% -3968| -1% -4492| -2% -3746
Total Expenditure | 100%]154923]100%]168061[{100%]| 260716|100%| 306411[{100%| 222528
Balance before Transfers| -51% | -78386] -51% | -86020] -45% | -116499| -57% |-174538| -37%|-113861
Transfers from Region/Subregion| 40% | 61813] 51% | 85993| 52% | 135249 50% | 154256[ 49% | 109328
Balance before Overall Funds] -11%] -16573] 0% 27 7% 18750[ -7% | -20282[ -2% -4533
Transfers from Overall Funds 14% | 21040] 2% 3204 2% 5563 7% 22521 6% 13082
End Year Balance 4467] 2% 3177] 9% 24313[ 1% 2239 3% 8549
Subregion Level
Beginning of Year Balance* 16% | 10802] 0% 149] 28% 9417| 1% 1006| 8% 5344
Year Conttibutions 86% | 57244[{129%] 40735| 75% [ 25136[114%]| 172274|104%| 73847
Other Income 69] 0% 97| 0% 76| 0% 59| 0% 75
Subtotal] 102%| 68115]130%| 40981{103%| 34629|114%]| 173339[112%| 79266
Year Expenditure 16% | 10784 18% | 5572| 15% 4893 2% 3013] 9% 6066
Transfers to Country Level 84% | 56154 82% | 25989 85% | 28731] 98% | 148749[ 91% [ 649006
Total Expenditure |100%]| 66938]100%| 31561[{100%| 33624|100%]| 151762[100%| 70971
End Year Balance 1177[ 30% | 9420{ 3% 1005| 14% | 21577] 12% 8295
Region Level
Beginning of Year Balance -5] 6% 3418] 0% 245[ 95% 5234 5% 2223
Year Contributions 160%|[ 9110] 95% | 56845|105%]| 111507{ 32% 1739[101%| 44800
Subtotal] 160%|  9105]100%]| 60263[105%| 111752|127% 6973|106%| 47023
Year Expenditure 28] 0% 14] 0% 0] 0% 0] 0% 11
Transfers to Country Level 100%| 5659]100%| 60004|100%]| 106518[100% 5507|100%| 44422
Total Expenditure |100%]| 5687]100%]| 60018[100%| 106518|100% 5507|100%| 44433
End Year Balance 3418) 0% 245[ 5% 5234| 27% 1466| 6% 2591

* 2007 balance change due to country shift between regions

** including transfers to [PO overal] accounts

XK including cancellation of prior years' obligations
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Tables 5.12 - Asia and the Pacific - Income and Bgnditure with Funding Balances

2006

| 2007

| 2008

| 2009

| Average

(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets

$ amounts & % shares of totals: ($000) [ % ($000) | % ($000) | % ($000) | % (5 000)
Country Level
Beginning of Year Balance* 14% | 10381 2% 3821 0% 200] -1% | -3502 1% 2725
Year Country Contributions 50% | 38177] 56% |106018| 66% | 145508] 85% |[254963| 70% [136167
Other Income 191] 0% 91| 0% 445 0% 417 0% 241
Subtotal] 64% | 48749] 58% | 109748 67% [146153| 84% [251878| 71% [139132
Year Expenditure** 71% | 53748] 84% |158514| 85% |185988| 89% |266991| 85% | 166310
Estimated Field Support Costs 37% | 27761 15% | 28588 17% | 36198| 12% | 35996 16% | 32136
Prior Years' Adjustments*** -8% | -5840( 0% 929| -1% | -3053| -1% | -3269| -1% | -2808
Total Expenditure | 100%]| 75669]100%]188031[100%|219133[100%[299718]100%| 195638
Balance before Transfers| -36% | -26920| -42%| -78283| -33% | -72980| -16% | -47840| -19% | -56506
Transfers from Region/Subregion] 37% | 28150] 29% | 54451| 21% | 46395] 16% | 46597| 22% | 43898
Balance before Overall Funds 1230[ -13%| -23832| -12%| -26585| 0% -1243| -6% | -12608
Transfers from Overall Funds 1176 13% | 24031 11% | 23083| 8% | 23666 9% | 17989
End Year Balance 2406] 0% 199] -2% | -3502] 7% | 22423] 2% 5382
Subregion Level
Beginning of Year Balance* 126 2% 1029( 4% 1863 8% 3413 4% 1608
Year Contributions 99% | 12760[{100%| 50702|103%| 43273(111%| 47420[104%| 38539
Other Income 0f 1% 705| 0% 93] 1% 364 1% 291
Subtotal] 100%| 12886[104%| 52436|108%]| 45229(120%]| 51197[109%| 40437
Year Expenditure 0 3% 1738 3% 1332 1% 4711 2% 885
Transfers to Country Level 100%| 12886] 97% | 48835[ 97% | 40484| 99% | 42273]| 98% | 36120
Total Expenditure [100%]| 12886]100%]| 50573[100%| 41816{100% 42744[100%| 37005
End Year Balance 0f 4% 1863] 8% 3413 20% 8453 9% 3432
Region Level
Beginning of Year Balance 80% | 12189] 60% 3566( -1% 58] -1% -58] 50% 3910
Year Contributions 44% | 6660| 36% 2006[(100%| 5911[{103%| 4448] 61% 4756
Subtotal] 123%]| 18849] 99% 5572 99% 5853|102%| 4390[111%]| 8666
Year Expenditure 18] 0% 13] 0% 0 0% 0 0% 8
Transfers to Country Level 100%| 15264{100%| 5616|100%] 5911]100%| 4324|100%| 7779
Total Expenditure [100%]| 15282]100%]| 5629{100%| 5911{100%{ 4324[{100%| 7787
End Year Balance 3567| -1% 571 1% -58] 2% 66| 11% 880

* 2007 balance change due to country shift between regions

** including transfers to JPO overall acconnts

XX¥ including cancellation of prior years' obligations
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Tables 5.13 - Europe - Income and Expenditure witlkrunding Balances

2006

2007

2008

2009

Average

(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)

$ amounts & % shares of totals: % | 60000 [ % | $000) [ % | $000) | % | $000) | %  ($000)

Country Level
Beginning of Year Balance 2% | -1539] 2% | -1712| -2% | -2820| -3% | -4576| -2%  -2662
Year Contributions 24% | 23838| 21% | 22405| 35% | 42719 40% | 53236 31% 35550
Other Income 0% 296| 0% 2791 0% 197] 0% -10f 0% 191
Subtotal] 23% | 22595( 20% | 20972| 33% | 40096| 37% | 48650| 29% 33078
Year Country Expenditure* 69% | 67219 71% | 75397| 74% | 91282 78% |103023| 73% 84230
Estimated Field Support Costs 32% | 31846 31% | 32497| 27% | 33175| 24% | 32275| 28% 32448
Prior Years' Adjustments** -1% | -1032| -1% | -1477( -1% | -1271| -2% | -3147| -2%  -1732
Total Expenditure | 100% | 98033]100%[106417]100%[123186]100%{132151]100% 114947
Balance before Transfers| -77% |[-75438] -80% | -85445] -67%| -83090] -63%| -83501] -62% -81869
Transfers from Region/Subregion] 25% [ 24780] 19% | 20395| 14% | 17784] 21% | 27106] 20% 22516
Balance before Overall Funds| -52% [-50658(-61% | -65050( -53% [ -65306| -43%| -56395[ -52% -59352
Transfers from Overall Funds 50% | 48946] 58% | 62230| 49% | 60730] 46% | 60512| 51% 58105
End Year Balance|] -2% | -1712| -3% | -2820| -4% | -4576| 3% 4117] -1%  -1248

Subregion Level

Beginning of Year Balance 0% -6 1% 166 1% 245 0% =71 0% 100
Year Contributions 101% | 26241[{100%| 21276| 98% | 18219[101%]| 27800{100% 23384
Other Income 0% 6 0% 44| 0% 43| 0% 127] 0% 55
Subtotal] 101% | 26241{101%]| 21486|100%| 18507[102%]| 27920|101% 23539
Year Expenditure 2% 544 4% 947| 6% 1130 2% 543 3% 791
Transfers to Country Level 98% | 25531| 96% | 20295| 94% | 17384| 98% | 26849 97% 22515
Total Expenditure | 100% | 26075]100%| 21242]100%| 18514]100%| 27392]100% 23306
End Year Balance] 1% 166] 1% 2441 0% -7l 2% 528 1% 233

Region Level
Beginning of Year Balance -15% -61[-23% -93[-26% -104| -40% -104| -45% -91
Year Contributions 0% 0] 91% 100[{100% 400]100% 2571 95% 189
Subtotal| -55% -61| 6% 7| 74% 296| 60% 153 49% 99
Year Expenditure 712% 783| 9% 10| 0% 0f 0% 0] 99% 198
Transfers to Country Level -683%| -751| 91% 100[{100% 400]100% 2571 1% 2
Total Expenditure | 29% 32]1100% 110[{100% 400]100% 2571100% 200
End Year Balance] 0% -93[-94% -103[-26% -104] -40% -104]-51% -101

* including transfers to [PO overall account

*¥ inelnding cancellation of prior years' obligations
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Tables 5.14 - Americas - Income and Expenditure witFunding Balances

[ 2006 | 2007 | 2008 | 2009 | Average
(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)

$ amounts & % shares of totals: % | ($000) | % | (5000) | % [ (50000 | % [ (50000 | % | (S000)

Country Level
Beginning of Year Balance 1% 436| 0% 109 6% 2618 1% 640| 2% 951
Year Country Contributions 49% | 14714 58% | 22720| 45% | 21497 63% | 34042| 54% | 23243
Other Income 0% 66 0% 79| 0% 9] 0% 93 0% 62
Subtotal] 51% | 15216| 58% | 22908| 51% | 24124| 64% | 34775| 57% | 24256
Year Expenditure* 73% | 21873| 77% | 30124| 77% | 36595| 79% | 42604| 77% | 32799
Estimated Field Support Costs | 28% | 8274 24% | 9578] 24% | 11455] 23% [ 12238| 24% | 10386
Prior Years' Adjustments** -1% -366| -1% -512] -1% -596] -1% -594| -1% -517
Total Expenditure | 100%| 29781|100%]| 39190{100%| 47454|100%]| 54248|100%| 42668
Balance before Transfers| -49% [-14565(-42%|-16282] -49%]-23330( -36% | -19473| -34%[-18413
Transfers from Region/Subregion| 20% | 5815[ 22% | 8656| 10% | 4657 9% 4973[ 14% | 6025
Balance before Overall Funds| -29%| -8750]-19%| -7626]-39%[-18673]-27%[-14500]-29%-12387
Transfers from Overall Funds 30% | 8859 26% | 10244] 41% | 19313] 36% [ 19342| 34% | 14440
End Year Balance|] 0% 109 7% 2618[ 1% 640] 9% 4842( 4% 2052

Subregion Level

Beginning of Year Balance 0% 0 0% 0] 0% 0]100%| 1230| 6% 308
Year Contributions 99% [ 6054[{100%| 7462[126%]| 5887| 0% 0]100%]| 4851
Other Income 1% 32 0% 0] 0% 0] 0% 0| 0% 8
Subtotal] 100%| 6086|100%]| 7462|126%| 5887[100%| 1230{106%]| 5166
Year Expenditure 56% | 3415| 0% 0] 0% 0] 0% 0| 18% 854
Transfers to Country Level 44% | 2671|100%]| 7462]100%]| 4657|100%| 1230( 82% [ 4005
Total Expenditure | 100%| 6086|100%]| 7462[{100%| 4657]100%]| 1230{100%| 4859
End Year Balance] 0% 0 0% 0] 26% | 1230 0% 0 6% 308

Region Level
Beginning of Year Balance 0% -9 -1% -13[ NA =271 50% [ 1871] 22% 456
Year Contributions 100%| 3144] 99% | 1194 NA 1898| 49% | 1845|100%| 2020
Subtotal|100%]| 3135| 98% | 1181] NA 1871] 99% | 3716|122%| 2476
Year Expenditure 0% 4] 1% 14] NA 0] 0% 0] 0% 5
Transfers to Country Level 100%| 3144] 99% | 1194] NA 0]100%]| 3743|100%]| 2020
Total Expenditure [100%]| 3148|100%| 1208] NA 0]100%]| 3743|100%]| 2025
End Year Balance] 0% -13[ -2% -27f NA 1871 -1% =271 22% 451

¥ including transfers to JPO overall account

**% including cancellation of prior years' obligations
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Tables 5.15 - Total Income and Expenditure with Fuding Balances

[ 2006 2007 | 2008 2009 | Average
(per Audited Financial Statements, with Support Costs Details from Subsequent Years' Budgets)
$ amounts & % shares of totals: % ($ 000) % ($ 000) % ($ 000) % ($ 000) % ($ 000)
Country Level
Beginning of Year Balance 3% 25514 4% 43356| 2% 28812 2% 27260] 3% 31236
Year Country Contributions 60% | 506996 54% | 567559| 62% | 792862 61% | 870837 59% | 684564
Other Income 1% 5996] 0% 4090( 0% 5692] 0% 4725] 0% 5126
Subtotal]l 64% | 538506( 59% | 615005] 64% | 827366| 63% | 902822| 63% | 720925
Year Expenditure* 84% | 709167| 86% | 899850| 87% | 1118609| 89% | 1275271| 87% | 1000724
Estimated Field Support Costs 18% [ 150180) 15% [ 158047| 15% | 187976] 13% | 188432 15% | 171159
Prior Years' Adjustments** 2% | -17688| -1% | -12820] -2% | -23615[ -2% | -28558| -2% | -20670
Total Expenditure | 100%| 841659]100%]1045077]100%| 1282970{100%[1435145{100%| 1151213
Balance before Transfers| -36% | -303153| -41%| -430072| -36% | -455604 -37%| -532323[ -37%| -430288
Transfers from Region/Subregion Level] 31% [ 256865| 30% | 309147| 25% [ 325234| 25% | 359086| 27% | 312583
Transfers from Overall Funds 11% 89646| 14% | 149733| 12% [ 157630[ 17% | 240166] 14% | 159294
End Year Balance] 5% 43358| 3% 28808] 2% 27260] 5% 66929 4% 41589
Region/Subregion Levels
Beginning of Year Balance 9% 25079 3% 9955] 3% 11730[ 10% 36030] 6% 20699
Year Contributions 94% | 262840[{100%]| 323773|107%]| 364100|100%| 368515|101%| 329807
Other Income 0% 252] 0% 1078] 0% 369 0% 456| 0% 539
Subtotal] 104%| 288171[104%]| 334806|111%| 376199|109%| 405001|107%] 351044
Year Expenditure 8% 21351 4% 13925| 4% 14935| 3% 10910| 5% 15280
Transfers to Country Level 92% | 256865| 96% | 309147[ 96% | 325234| 97% | 359086] 95% | 312583
Total Expenditure | 100%| 278216]100%] 323072{100%| 340169[100%| 369996{100%| 327863
End Year Balance] 4% 9955| 4% 11734| 11% 36030] 9% 35005] 7% 23181
Global Programmes (including JPO overall accounts)
Beginning of Year Balance 42% | 27270 41% | 44100] 44% | 46435| 55% | 60218 46% | 44506
Year Contributions 89% 57326 70% 74260| 88% 92075[102%| 111972| 87% 83908
Other Income 0% 14| 0% 7] 0% 18| 0% 11| 0% 13
Subtotal| 132%] 84610{111%]| 118367]|133%]| 138528|157%| 172201|133%| 128427
Year Expenditure 46% | 29505| 49% 52257| 44% | 46118 48% | 52759| 47% | 45160
Estimated Support Costs 59% 37624 52% 55539| 60% 62254| 54% 58718| 56% 53534
Prior Years' Adjustments** -4% -2834| -1% -960[ -4% -3931| -2% -2050] -3% -2444
Total Expenditure [100%]| 64295[100%| 106836[100%)]| 104441{100%] 109427]100%| 96250
Balance before Transfers| 32% 20315| 11% 11531 33% 34087| 57% 62774| 33% 32177
Transfers from Overall Funds 37% 23787( 33% 34906| 25% 26131| 13% 14709 26% 24883
End Year Balance| 69% 44102{ 43% 46437] 58% 60218] 71% 77483 59% 57060
Headquarters (including Regular Budget & Working Capital/ Staff Benefits Funds transfers)
Beginning of Year Balance -2% -3199] -4% -6442] -5% -9066] -7% | -10979| -4% -7422
Year Contributions 38% 60660[ 38% 61372| 35% 59795| 43% 71884| 38% 63428
Other Income 0% 171 0% 971 0% 262 0% 77 0% 152
Subtotal] 36% 57632 34% 55027| 30% 50991| 36% 60982| 34% 56158
Year Expenditure 50% | 78862[ 54% 87136| 59% | 101046] 63% | 106630 57% | 93419
Estimated Suppott Costs 47% |  74036| 46% 75256 39% | 66535| 37% | 61777] 42% | 69401
Prior Years' Adjustments** 4% 5642 0% 264 2% 3628] 0% 120 1% 2414
Total Expenditure | 100%| 158540]100%] 162656]100%| 171209[100%| 168527{100%| 165233
Balance before Transfers| -64% | -100908] -66%| -107629| -70% | -120218 -64%]| -107545[ -66%] -109075
From/to Administrative Funds 9% 14889 10% 15590( -13%|[ -21735[ -1% -1797] 1% 1737
Transfers from Overall Funds 50% 79578 51% 82974| 76% | 130972] 59% 98848| 59% 98093
End Year Balance| -4% -6441| -6% -9065] -6% | -10981] -6% | -10494| -6% -9245
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Overall Funds*#** (including Field Overall, Supplementary Overall and Operational Reserve)

Beginning of Year Balance 0% 0[ 10% | 30050f 11% | 40013[ 12% | 44933| 9% 28749
Year Unearmarked Conttibutions 97% | 215676| 85% | 262357| 85% | 305693[ 79% | 304850( 85% | 272144
Opetational Resetve Contributions 3% 7384 4% 12997| 4% 12900{ 8% 30029| 5% 15828
Annual Field/Supplementary Overall | 0% 0] 1% 3000] 0% 1060 1% 3573 1% 1908
Other Income 0% 0f 0% 0f 0% 0f 1% 4142( 0% 1036
Prior Years' Expenditute Adjustments*| 0% 0] 0% -775] 0% 0] 0% -282] 0% -264
Subtotal| 100%]| 223060|100%| 307629|100%| 359666[100%| 387245[100%| 319400

Transfers to Field and Headquarters 87% | 193010[ 87% [ 267616] 88% | 314733[ 91% [ 353722] 88% | 282270
End Year Balance| 13% | 30050| 13% | 40013]| 12% | 44933| 9% 33523| 12% | 37130

* including transfers to JPO overall account
** including cancellation of prior years' obligations

X} from unrestricted contributions mainly (94%), plus contributions to overall annual and/ or supplementary field programmes
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d. Current cost recovery practices for program activities funded through core
and non-core revenue streams

285. Support costs under the Annual Programme inctuéieadquarters are budgeted before the
beginning of the year. Supplementary Programme étsdiprough the year have been providing for
direct support costs, plus 7 percent of the resgeeiarmarked contributions to be transferred & th
Annual Programme for the additionaldirect support costs. Under the new budgetingesi2010,
although thisransfer for indirect costs applies to the full pillars 3 and 4, its amountld decrease
because the larger, need-based pillars 1 and 2egliire little or no supplementary budget.

286. Although theSupplementary Programmeis better funded than the Annual programme, its
earmarked contributions fall short (by 2 percemf matching its lower direct support costs of 5-6
percent plus a levy of 7 percent for indirect supgosts, in spite of substantial contributionsgtso
global programme component. In the field, thesenaaked contributions hardly represent on average
the expenditure and direct support costs (befokeimgirect costs) and do not even match the net
expenditure in Europe and Africa. The above 7 pertensfer is thus more an accounting device
than any regular levy on donors providing earmard@uributions.

287. Globally, the tost recovery performance of UNHCR is even lower, to the extémat,
throughout 2006-2009, the total earmarked contidnsthave covered only the total net expenditure
before any support costs, as showrinle 5.9 As mentioned above and further detailed @#bles
5.10 to 5.150on average the funding of all the support cqdtss around 60 percent of overheads not
covered by the UN Regular budget, rests thereforaguily on unrestricted contributions such as
Norway’s. As an illustration given by a UNHCR offat a donor could want to finance refugee tents
and not the delivery of these tents: how could emntrefuse such contributions?

288. First, such a low cost-recovery will becomecanstraint to growth. As against the growth in
expenditure since 2007, the support costs and eadehhave decreased little and no faster than the
already insufficient level of unrestricted contiloms. By 2009, these critical contributions
represented 17 percent of expenditure, or yet @flypercent after integrating field overall
contributions and miscellaneous adjustments andniec The support costs and overheads to be
offset accounted fo24 percentof expenditure (before exceptional adjustmentsjs Persistent 4
percent gap should eventually reduce reservesnapede growth.

289. Second, this low cost-recovery should curtail theuity and relevance of UNHCR’s
assistance. Country needs are bound to differ,east| sometimes, from the priorities of the
“earmarking” donors (i.e. those providing earmarkedtributions) and the more so that the bulk of
contributions comes from a handful of donors. Sinoeestricted contributions aret enough to
offset support costs and overheads, there is noriaft to attend different country priorities.
UNHCR calculated that those programmes fully fundgdinrestricted contributions accounted for a
negligible share of only US$28.3 million or 1.8 gemt of their total field expenditure in 2010. The
detailed accounts for previous years (2007-200899 abnfirm that no significant funding goes to
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countries and programmes that have not receivedtantial earmarked contributions. Whenever
country needs are different, they would be ovedudg the priorities of the few earmarking donors,
including their possible geographical, politicaldacultural objectives. Past examples of different
priorities range from donors rejecting AIDS prograes with contraceptives, education programmes
with Islamic references, or simply those humarstarcrises not publicized by the international
media.

290. Third, the unevenness of cost-recovery illustraaad amplifies the lack ofjeographical
equity. As noted above, unrestricted contributions setwematch disproportionate shares of
expenditure in the Americas and Europe and for geaders (35 percent and above in 2009) at the
expense of the global programmes and the three meg®mns (13 percent and below). To that extent,
unrestricted contributions may be regarded as stipgahose donors who are most under-financing
their programmes, as well as their geographicduemice and visibility, rather than UNHCR’s
development and membership.

291. Main possibleemedieswould include: integrating direct support into pragnme expenditure
whenever justified; enforcing a flat levy on allr@arked contributions (supplementary or not) as
other UN agencies; developing regional and glotlaématic programmes; promoting informal
advisory groups of non-earmarking donors; documergind raising these issues through UNHCR’s
governing bodies; and balancing such funding gapsugh the current joint programming initiatives
among UN agencies. In particular, mixing thematengarking with regional/country earmarking
provide far more strategic flexibility to meet carynneeds and sustain a consistent strategy.

e. Assessment of the Quality of Current Financial Data, Compilation Practices,
Instrument, Procedures and Reporting Practices

292. UNHCR'’s financial management does not call forangpmments. As compared to other UN
agencies, it is affected by high funding uncertast high security requirements, substantial
involvement in temporary emergencies, and rathgin bentralization (e.g., fund-raising).

293. Since 2010, UNHCR has just implemented a bienryale as other agencies, a new budget
structure into 4 “pillars” - splitting its originamandate (refugees, stateless) from additions
(integration, IDPs) and a need-based budget plasording to rough censuses of affected
populations. It has finally gathered the resoursssded to set up IPSAS within a year or two.

294. Although, by contrast with past budgets, the neasied budget is not realistic, it calls the
attention of donors on less publicized country seadd probably reduces the need for repetitive
supplementary budget submission though the yeaic@d)y UNHCR would now pass a budget of

about US$3 billion, issue internally much lower batlceilings and collect donor pledges of less than
US$600 million by the beginning of the year, andréafter receive some US$2 billion of actual

funding.
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295. UNHCR publishes particularly detailed financialfarmation, including on its website,
although it has not provided most of the additiotatia requested under the study. ACAQB and its
auditors have been identifying the main issuedh siscthe need to provide for staff benefits and end
of services liabilities, to account for land andldings, to reduce the staff in between assignments
and to implement IPSAS. UNHCR has attended theseerns at a reasonable pace with a few
delays.

296. The main possible recommendations would be to adthé audits a sample verification of
support costs and the different earmarking levets their uses, and to integrate in the accounts the
often sizeable expendable property and non-earrdaetributions in kind.
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6. UNDP

a. Role in Development

297. The United Nation Development Program’s (UNDP) moissstatement was endorsed by its
Board in May 1996'. UNDP is the UN's global development network, azhting for change and
connecting countries to knowledge, experience ardurces to help people build a better life. iéklf
presence is ensured through 5 regional serviceeseand 129 full-fledged country offices, working
on solutions to global and national developmentlehges in 166 countries As countries developlloca
capacity, they draw on the people of UNDP and waitwe of partners. The UNDP network unites and
coordinates global and national efforts to reaoh Khillennium Development Goals by 2015 and
covers poverty reduction, democratic governandsisgprevention and recovery, and environment and
sustainable development, as well as cross-cuttiagés, such as women empowerment and capacity
building.

298. In 2010, UNDP employed about 8000 staff worldwidgeflecting the decentralized nature of
its services, 82 percent of its staff worked owsMew York headquarters. Its overall annual
expenditures were about US$5 billion.

299. UNDP is one of the the largest UN agencies in tesfrgaffing and budget. Good coordination
between agencies is being encouraged through thidd¢ Coordinator (RC) system. UNDP’s leading
role in development derives from its decades oWensal presence providing technical and policy
support to developing countries and its coordimptisle on behalf of the UN’s development system.
As established in General Assembly resolution 33/Zihd most recently underscored in resolution
59/250, the management of the resident coordinatistem continues to be firmly anchored in
UNDP. The system is managed by UNDP which is its prinfabout 74 percent) source of funding --
US128 million in 2010, of which US$95 million fundleby UNDP*. The UNDP Resident
Representative normally also serves as the Reslemtdinator of development activities for the UN
system as a whole. Through such coordination, UNB&ks to ensure the most effective use of UN
and international aid resources. The “deliveringpas” eight country pilot can be seen as part & th
overall systertf®. It is complemented by UN Country Teams workingpbsition more strategically
the UN’s development assistance. As mentioned iatdhe report, UNDP oversees a number of other
programmes as part of its budget.

300. The present report is focused on financial flows.builds on review of publically available
documents supplemented by exchanges with UN o§igcaUNDP headquarters in New York. As is
the case for other agencies covered by the repobstantial details are available on regional and
thematic expenditures, as well administrative espsn(funded by the biennial support budget) which
account for a relatively small part of total budgd?ata limitation prevent a detailed presentatbn

146 See Board paper dated January 1997. http://wwip.ong/execbrd/pdf/9628205e.pdf
7 http://lwww.un.org/en/ecosoc/docs/adv2011/11-rcored9_may_2011.pdf
148 An independent evaluation of this pilot by the W#s launched in early 2011
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expenditure my categories of expenditure or tragkmow much of the funds reach their ultimate
beneficiary.

301. DfID has recently undertaken a review of multilateaid, in which UN agencies feature
prominently’*® As shown inFigure 6.1 below, the overall rating for UNDP is “good”. &g
contributions to development objectives includedD®E central role in the delivery of the MDG and
related focus on governance and security, and gtleadership. Organizational strengths included
strong partnerships with UN agencies, member statdsdonors, with a need to improve partnership
with the World Bank in support of fragile state’INDP’s transparent resource allocation and good
disclosure practice were other positive elemenisgated by a mandate that seems too broad, weak
HR management, and insufficient cost control. Aeotweakness was the need to continue building
skills across the organization. Questions wergedhbver ability to deliver results and lack ofrate
strategy. Performance in fragile states was judgete mixed. Overall, continued organizational
strengthening will be helped by management’'s comeritt to reform, as long as sufficient political
consensus can be reached at the level of the exeddbard. Much of these issues are related to
efficiency and effectiveness that are beyond tlopeof this report. However, areas such as cost of
doing business and breadth of scope are relevdhiststudy.

Figure 6.1 - Classification of Multilateral Agencies (2011)
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b. Trends in Resources

302. Table 6.1below presents the evolution of the UNDP resoeroeslope during the 2000 decade.
It also provides additional information for 2008da®009 on managed revenues and tries to reconcile

19 hitp://www.dfid.gov.uk/About-DFID/Who-we-work-witMultilateral-agencies/Multilateral-Aid-Review/
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data from different sources, which may not be falbysistent (with a small unexplained difference of
about 0.2 percent).

Table 6.1: UNDP resources by type of revenue (US liar millions, current prices)

Year 2001 2002 2003 2004 2005 2006 2007 2008 2009
UNDP
Voluntary Contributions 651.8663.1 762.4 842.0 914.5 916.31108.21087.6 1004.9

Cost-Sharing contributions 12451229.31442.8 1921.7 2261.5 2321.0 2435.2 2594.2 2653.4
Contributions to local office /a 22.1 20.2 20.3 16.4 20.2 204 219 26.3 248

Extrabudgetary activities 79374 458 596 359 404 711 451 708
Trust Funds, inc. GEF 507.3709.0 739.01003.51337.01192.41122.81038.0 985.2
Management services 88.243.7 78.7 919 143.2 122.6 246.8 407.2 324.7
Total UNDP Income 2522.92802.7 3089 3935.14712.34613.15006.05198.4 5063.8

Entities under UNDP

UNCDF 26.1 257 376 234 198 220 285 432 352
UNSO 15 138 0.9 13 0.4 3.7 6.0 13 1.7
UNV 99 115 235 87 190 196 218 16.1 36.2
UNIFEM 279 346 340 49.2 536 57.6 118.3 204.4 164.5
UNDP Energy Account 0.6 0.0 0.6 0.5 0.7 0.1 0.3 0.0 0.3
Total UNDP Income & 2588.92876.3 3185.6 4018.24805.8 4716.1 5180.C 5463.4 5301.7

Of which: Norway

Contribution — Total 288

- Regular 138 123
Rank as donor Regular 1 1
Indicator

Regular resources as % of tc 25.8 23.7 247 214 194 199 221 209 198
contributions

Source UNDP Board documents: Annual review of the finahsituation 2009, annual report to the admintstrlay and
July 2010) and Statistical Annex; DP/2010/35 and/20P0/35/Add.1 http://www.undp.org/execbrd/pdf/dp2010-
35Add1.pdf http://www.undp.org/execbrd/pdf/dp2010-35Add1;pdfand http://www.undp.org/execbrd/pdf/dp2010-
17Add2.pdfSimilar reports for other years

Note & includes cash counterpart prior to 2005

303. Official documents mention a total annual resouneeelope for UNDP of around US$6 billion
for 2008 and 2009. The above table is below dnadunt. The difference between the two figures is
explained by other net income and interest (ab&®$300 million in 2008 and 2009).  Various funds
and programs administratively overseen by UNDP Wiaiccount for (between 2 percent and 5 percent
of total annual UNDP income could have been comsitldéargely pass-through activitié® — for
example, this is how UNFPA treats its procuremestiviies. In the future, UNDP may wish to
standardize its presentation of income figures fr@arious points of view to ensure full consistency

%0 This duality is mentioned in a number of documemsise for instance DP/2010/18 on status of regiulading:
http://www.undp.org/execbrd/word/dp2010-18.doc fmtée on P.3
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and clarity within data from various publicationsdato clarify what is revenue from trust funds and
other funds versus what largely constitutes a gasstgh activity to an autonomous fund. The
analysis of this report going forward generally lades Trust Funds and the five semi-autonomous
agencies/funds (UNCDF, UNSO, UNV, UNIFEM and Eneeggount) under the purview of UNDP.
Worth noting, however, is the relative high impoda of the trust funds, the incomes of which
averaged about US$1 billion in recent years. UNIRE the most important fund, growing by a factor
close to 6 during the decade and became part diMdishen in 2010.

Figure 6.2: Annual Contributions to UNDP —US$ millon
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Preliminary as of May 2010 9 ( )

Source: Partnerships Bureau/UNDP

304. UNDP income doubled in nominal terms during the kdscade. In parallel, reflecting the
increased importance of earmarked (non-core) ressuthe ratio of regular to total resources felirf
about one-third to one-quarter. Furthermore, theediate outlook for continued growth of regular
resources, which peaked in 2008, looks mixed dtdnas as recognized in recent UNDP Board papers
amounts are likely to be below UNDP’s strategiapl& his is partly due to some key donors not being
able to continue the same commitment level as beféurthermore, UNDP management feels that the
increased importance of earmarking affects itsitghiib pursue a flexible programming approach and
to fully address priorities set by its Board. @e pther hand, there are prospects for continuawatgr

of some other funds, notably UNCDF and UNIFEM. liarmary figures for 2010 indicate that while
contributions to regular resources declined by adopercent, non-core resources grew by close to 9
percent. The resource envelope for UNDP thus as&@, but at the cost of less flexibilitiyigure 6.2
above provides a snapshot of evolution of resourges timé>*,

305. Another concern mentioned during Board presentstisnUNDP’s continued over-dependence
on limited number of donors. It is estimated ttte# top 10 donors provide 82 percent of regular

151 See http://www.undp.org/publications/UNDPaction@@Hf/wUNDPinAction-E-40-42-Resources-credits. pdf
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resources in 2010, compared to 86 percent in 2008 reducing the degree of dependence on these
donors, UNDP aims to broaden the donor base andeéik higher contributions from program
countries. A similar approach is also being putsinehe case of funds managed by UNDP.

306. Total Norwegian contributions to UNDP were about®250 million in 2009, divided equally
between core and non-core. The Norwegian Goverhim@&NDP’s top donor in terms of provision of
core resources. If other contributions are takdn account, the ranks fourth (after US, U.K. and
almost on par with the NetherlandS)able 6.2below provides more information on top donors.

Table 6.2 - Top 10 UNDP donors - Regular recources

Contributions in local Contributions in millions
currency of dollars
Percent
Donor 2008 | 2009 change 2008 2009 % change
Norway 770 770 - 138 123 -11
Netherlands 90 90 - 117 122 5
United States of America
97| 103 6
United Kingdom of Great
Britain and Northern
Ireland 55/ 58 5 96 93 -3
Sweden 720 720 - 110 91 -17
Japan * 73 74 1
Spain 42 45 7 54 65 20
Denmark 350| 320 -9 73 55 -25
Switzerland 54| 54 - 46 54 18
Canada 57 50 -12 55 48 -14
Total of top 10 donors N/A | N/A N/A | 859| 828 -4
Others N/A | N/A N/A| 238| 186 -22
Total resources 1,097| 1,014 -8

Source UNDP Board document - Table 7, DP/2010/35/Add.1.
* Japan’s contributions are pledged and receivedii.U

c. Current Planning and Budgeting Processes

Key steps in process

307. UNDP planning and budgeting follows a process somewimailar to that of UNFPA, with
which it shares a boardlable 6.3below describes the main steps involved. The podescribed in
the table relates to the 2008-2011 plan and thebieonium within that period. The four year plan i
reviewed by the Executive Board prior to its apao9 months later (with a further exceptional
revision and reissue six months later). The Adstiator reports annually on the operationalisation
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and implementation of the StrategicPlan. The Bi@emnSupport Budget is presented to the Executive
Board every two years. The financial situation atadus of resource funding is reviewed annually.

Table 6.3 - UNDP planning and implementation proces an overview (2007-2010)

Planning and budgeting process Date

« Preparation and presentation of draft four yean pla December 2007
* Adoption of four year Plan 2008-2011 September 2007
* Revision and reissue of plan June 2008
* Estimates for the biennial support budget for 22089 January 2008
* Estimates for the biennial support budget for 22001 and January 2010

ACABQ report
Implementation and follow-up

* Operationalization of strategic Plan 2008-11 May/June 2009
» Status of regular resources funding 2009-on May/June 2009
* Annual review of the financial situation 2008 September 2009
» Status of regular resources funding 2010-on June/July 2010
*  Administrator report on strategic plan 2009 June/July 2010
* Annual review of the financial situation 2009 August/September 2010

Strategic Framework

308. The budgeting process at UNDP is underpinned Byyaar strategic plan. The current plan
originally covered the period 2008-20%4and outlines the agency’s strategic prioritiesowidver, it
was subsequently extended for two years to covemp#riod 2008-2013, as part of harmonization of
activities with UNFPA and UNICEF. At the same titiee plan was brought up-to-date through an
action plan® aimed accelerating progress towards MDGs.

309. The strategic plan’s overall directions cover tldlofving mutually reinforcing areas: (a)
national ownership; (b) capacity development; (feative aid management; (d) South-South
cooperation; (e) poverty alleviation, inter aliarabhgh achievement of MDGs; (f) democratic
governance; (g) crisis prevention and recovery;efihjironment and sustainable development; and (i)
gender equality and empowerment of women. Theegfia plan describes how UNDP activities
contribute towards the achievement of these ga@aidd, integrate the activities of various funds (for
example UNIFEM in the case of gender). A stronmpof this list is that it is quite comprehensive
andincludes a hierachy of output/intermediate tesarid outcome-oriented goals. Also, the coverage i
broad, which allows the organisation to respond oross-sectoral fashion and increases the scope fo
collaboration with other agencies — which also @nés a risk unless a clear division of labor iseadr

As joint programmes deepens this risk should baaed.

310. The strategic plan also includes a detailed reduimework, with specific targét§. This
logical framework starts with higher level objeesvto which UNDP contributes (listed above), but fo
which it is not directly accountable. It then disexpected outcome supported by UNDP,

152 5ee DP/2007/43/Rev. 1 of May 2008tp://www.undp.org/execbrd/pdf/dp07-43Revl.pdf
153 http://mww.undp.org/execbrd/undp-action-plan.shtml
154 http://www.undp.org/execbrd/word/dp07-43Add1.doc
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output/activities (intermediate results) and relatedicators. The results framework includes two

types of results: (i) development with 5 goals: ikelement of the MDGs and poverty reduction;

democratic governance, crisis prevention and reagovenergy and environment for sustainable

development; and (ii) institutional with 3 goalsiotdination; management results; and cross cutting
issues including South-South collaboration. Ferftrst type of result, the framework does not eamt

a baseline indicator and target, which is a weaknes

311. The action-plan emphasized a more focused agematlaeitognizes the urgency of accelerating
MDGs, in order to reach 2015 targets, as well aklitay climate change and supporting economic
transformation. More specifically, UNDP would: (®)pport national development agendas and the
achievement of the Millennium Development Goal®tigh more focused interventions at the country
level to support strategic and transformationalcontes; (b) harness and strengthen its global
knowledge network and advisory capabilities to supmountry level transformations and quality
program interventions; (c) cultivate and extendtsgic partnerships which facilitate transformative
knowledge transfers, both across the South anddegtwhe North and the South; (d) leverage its globa
presence to connect partners, knowledge and stileebpand (e) achieve measurable development
results and communicate its contribution to develgpnational capacities to achieve sustainable
human development; (f) be effective, efficient afldxible; (g) champion UN development
effectiveness.

312. The following interventions would support theseedives: (i) positioning UNDP as a world
class knowledge based development organizatioh;n{gasuring and managing for results; (iii)
strategic communications; (iv) strengthening sgiatepartnerships; (v) managing performance and
developing staff; (vi) driving effectiveness, imat efficiencies and realigning incentives; and)(vi
driving UN development coordination at country leve

313. Expected broad results are as follows: (1) moreuded, substantive, and strategically
positioned UNDP assistance in support of countroeg) development agendas; (2) a strong focus on
development results through a strengthened -culfreresults-based management, and clear
communication and reporting on what UNDP is acimgyi(3) a significant global network of
partnerships for development; (4) more systemgir@ach to South-South co-operation to facilitate
the sharing of relevant experience and expertisSg;r¢aligned incentive structures throughout the
organization; strengthened leadership and manademsiglts; shortened recruitment times, and
systematic staff development and recognition syst&m6) UNDP’s new knowledge platform, rolled
out across the organization, providing a dynamit i@al time capability for staff to capture and lgpp
knowledge; (7) active use of knowledge at all lswa&l the organization to improve the effectivenaiss
development programs and operations; (8) measuetht@ency gains; and (9) clearer and simpler
communication products.

%> As noted in the 2011 annual report, improved humesource management is an integral part of themgilan.

Measures in pace include reliance on candidate, miills enhancement for future managers, and neviopnance
appraisal system. See http://www.undp.org/annpaht2011/downloads/undp_AR_2010-2011_ENGLISH.p86P.
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314. The plan and guidance from UNDP Board provide brgaidelines on resource allocatioh

by recognizing the special needs of Africa, leastelbped and landlocked countries, and small island
states. It notes that capacity development is UNDRerarching goal. In undertaking its mandate,
UNDP is encouraged to work with all stakeholderst anly national government, but also civil
society, NGOs and the private sector. The agehowuld thus rely to the fullest extent possible on
national execution and recognize that individuabgoams should be country-driven. The Board
decision includes a request UNDP to improve itsltesramework, with indicators that are attribueab

to its activities.

315. To support its implementation, the UNDP strateggoatalled for an improved accountability
framework; enhanced risk management, better resoaranagement, and an integrated approach
towards planning, budgeting and human resource gement. The aforementioned institutional
indicators and linked to these goals.

Financial Framework

316. Over its initial 4-year period, the Strategic Plamovides estimates for financial flows at an
aggregate level. It calls for an expenditure eopelof about US$21 billidn. Regular resources are
estimated at US$5.3 billion, with an assumed irgirgpannual trend (US$150 million each year). The
envelopes for bilateral contribution and for coyntofinancing are US$5 billion and US$4.8 billion,
with a projected decreasing annual trend (US$2Bamikach year for both). Multilateral contribut®
are expected to rise slightly over the period (§$80 million each year). Administered funds are
expected to remain constant (US$1.25 billion ear)y

317. Resource allocations are according to the Strafelgio and distributed across different budget
categories. Core resources are allocated to thg€et resources assignment from core” (TRAC)
methodology based on country classification, GNd aopulatiod®® This methodology with minor
changes, notably in thresholds for country clasaiion, repeats the approach used in the 2003-2007
Strategic Plan. It includes a provision of minimuomding of US$350,000 to any “non-net’
contributor country (i.e., low and middle income&s in the case of other agencies, this provisiay m
provide the impetus for agency presence in coutwlere the justification is not strong and a
dispersion of efforts over too many small actiatieWhether or not this observation is justifieduido

be worth pursuing in the context of a future evatumaof UNDP programmes, evaluation should
recognize that quite a number of these countrie® Iségnificant programme activities funded from
other resources This question may be revisitechen dontext of the discussions on differentiated
country office presence in the ongoing change agend

16 Multiyear funding framework: http://www.undp.orgébrd/word/dp08-23.doc

37 This figure is lower than the US$6 billion per-anm mentioned elsewhere as it excludes pass-thrauthities
described in the previous chapter.

18 See 2007 Board document: http://www.undp.org/esdphf/dp07-44.pdf
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318. With respect to overall resources, it is assumeat ©0.2 percent will be allocated to
programmes and associated costs (presumably ingudiNDP management costs, through cost
recovery®), 7.3 percent for management functions, and timeaneing 2.4 percent will cover UN
system coordination. Interviews of UNDP managenuwmtducted in the context of preparing this
report have confirmed that the agency does notampht programs and this minimize likelihood of
co-mingling of resources across resource envelepe®ther words there is low risk that programs de
facto fund a portion of UNDP’s operating costs.

319. Finally, it should be noted that the activitiessoime of independent institutions under UNDP’s
purview is also underpinned by a strategic framé&wdfor instance, this is the case for UNIFEM
However, given that the focus of this report isWNDP managed programmes, these institutions are
not reviewed here.

320. Budget estimates for the 2010-11 biennium wereerged by the Advisory Committee on
Administrative and Budgetary Questions (ACABB) with key issues highlighted below. The
Committee welcomed the results-based budget anduesges its use to realize efficiency and
eliminate duplication. However, it also notes ttesource use is not always evident and recommeends
consolidated presentation of budget estimates fuamous sources (biennial and miscellaneous).
Improved cost classification, notably between depelent and management activities, is also
recommended. It also notes that the financial éaork projects a resource balance (surplus) of US$2
billion at the end of the period, an issue takenhughe next chapter. The report also notes the
vulnerably of the program due to the limited dobase and to any significant shortfall to voluntary
contributions. It also recommends that the Boadaks$ into the feasibility of implementing the Human
Resource strategy, which calls for a net decreadd b posts (from 3,334). There are also comments
on the question of cost recovery, reflected helater chapter on this subject.

d. Mapping Expenditures at Headquarters, Regional and Country Level -
Programme Expenditures

321. The present chapter presents a mapping of UNDP neidpees, from which specialized
agencies are exclud®d Table 6.4presents aggregate expenditures by UNDP duringakedecade.

322. Comparing these figures with those for income pregk in Table 6.1, UNDP expenditures
have been less than income and the gap (surplust@msed in absolute and relative terms over time
(about US$50 million at the outset and about US$#@lon for more recent years, or from 2 percent
to 10 percent of expenditures. This was raisednaissue in the aforementioned ACABQ report, with
more details on the cumulative numbers presentéukitatest audit reports.

159 See cost recovery document, discussed later-thismeporthttp://www.undp.org/execbrd/pdf/dp08-2e.pdf

10 See 2007 Board document for UNIFEMhttp://www.unifem.org/attachments/products/UNIFENP 2008-
2011 eng.pdfalso 2005 document for UNCDAHttp://assets.mediaglobal.org/documents/UNCDF_BRassinPlan.pdf

%1 http://www.undp.org/execbrd/word/dp2010-4.doc

182 An review of financial flows in these agencies VWbrequire a separate analysis that is outsidestbee of the present
report.
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Table 6.4: UNDP Expenditures by Source (US dollar riions, current prices)

Year 2001 2002 2003 2004 2005 2006 2007 2008 2009
Program 1599 1506 1752 2047 2489 2744 2730 2952 2966
Expenditures

Biennial Support 375 375 422 475 526 573 665 718 744
Budget

Miscellaneous 62 53 79 31 39 52 64 90 140

Total Expenditure 2036 1933 2254 2553 3053 3368 3458 3761 3849

Program expenditur 785 779 778 802 815 815 789 785 77.0
as % of total
Source http://www.undp.org/execbrd/pdf/dp2010-17Add2;ppf8

323. A number of reasons have been cited for the unglemding and range from prudent
management of reserves so that resources areldeailahere is a temporary shortfall in revenues,
the fact that project implementation is multiyeaxd acommitment balances are carried forward. It
should be noted that the statistical annex to BE02Administrator repoft® cites a lower figure of
US$3,765 million for total expenditures in 200Ked to strategic plan). We were unable to redenci
these two numbers but assume that the differenceade up by part of expenditures classified as
“other program expenditure and programme suppgéerditure”, with an outturn of US$343 million —
seeTable 6.4 below — or that the figures are provisional and meported at the same time. The
aforementioned difference is much smaller for 2Q0&$17 million). A fuller analysis of cash
balances is presented in volume 1 of the prespotte

324. Table 6.5below presents UNDP expenditures by major objesfpractice (intended results) of
the ongoing strategic plan. The outturn for 2008+ the previous strategic plan, has been
retrofitted/mapped to expenditures by broad resategories.

325. There is no fully comparable information for theliea period. Throughout the 2004-2009
period the bulk of resources are allocated to M&asse to 33 percent) and fostering democratic
governance (about 40 percent, but with a declimiagd over time). Crisis prevention is an ared tha
receives greater attention in 2008 and 2009, s& dwsstainable development in 2009 (possibly
reflecting the growing importance of the climatewbe). Finally, the ratio of other programme-iedat

to total expenditure increases over time, fromarage of 5 percent per annum during 2004-7, to an
average of 9 percent per annum during 2008-9ure 6.3 on next page depicts the 2009 expenditures
by broad results area.

163 http://www.undp.org/execbrd/pdf/EB_annual reportndxes final 1 July.pdP.48
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Table 6.5 - UNDP Expenditure by Objective

2004-2007 2008 2009

USS million % Total USS million % Total USS million % Tota
Achieving the MDGs and Reducing Human Poverty
Promoting inclusive growth, gender equality and MDG 925 24.7 851 22.
achievement
Fostering inclusive globalization 38 1.0 44 1.
Mitigating the impact of HIV and AIDS on human development 256 6.8 246 6.!
Other programme activities 37 1.0 34 0.¢
Total 3,702 31.6 1,256 33.5 1,175 31..
Fostering Democratic Governance
Fostering inclusive participation 211 5.6 246 6.!
Strengthening responsive governing institutions 1,044 27.9 1,087 28.¢
Supporting national partners to implement democratic 142 3.8 131 3.!

governance practices grounded in human rights, gender
equality and anti-corruption

Other programme activities 32 0.9 9 0.
Total 5,180 44.2 1,429 38.2 1,473 39.:
Supporting Crisis Prevention and Recovery

Enhancing conflict and disaster risk management capabilities 227 6.1 234 6.
Strengthening post-crisis governance functions 70 1.9 66 1.
Restoring the foundations for development 355 9.5 294 7.
Other programme activities 4 0.1 17 0.!
Total 1,567 13.4 656 17.5 611 16.:
Managing Energy and the Environment for Sustainable Development

Mainstreaming environment and energy 270 7.2 287 7.0
Catalysing environmental finance 7 0.2 32 0.
Promoting climate change adaptation 12 0.3 25 0.
Expanding access to environmental and energy services for 98 2.6 143 3.
the poor

Other programme activities 16 0.4 18 0.!
Total 1,263 10.8 403 10.8 505 13..
Sub-total programme expenditure linked 11,712 100.0 3,744 100.0 3,764 100.(
to Strategic Plan development results

framework

Other programme-related expenditure 2,577 22.0 352 9.4 343 9.
Grand Total Programme Expenditure 14,289 4,096 4,107

Source Annual Report 2010, 2009 and 2008

326. The UNDP strategic plan and resource allocationhaeism gives priority to Least Developed
Countries (LDCs) and Africa. This priority is reted in expenditures outturnimble 6.6 below. It
should be noted that the figures for 2009 are lothan what is presented igure 6.3 mainly
because only programme expenditures are presemiiabie 6.5. This difference in coverage does not
materially change the trends.

327. Regional expenditures show significant changesnduitie decade. The most significant shift
has been the decline in Latin America and Caribpfram 60 percent in 2001 to 26 percent in 2009,
and a parallel decrease in the nominal level ofeadpures despite the expansion of the overall
resource envelope. This change not only refldwshigher priority given to other regions, but alse
fact that fewer of Latin America and Caribbean daes are now classified amongst the very poor.
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Figure 6.3 - Composition of Expenditures 2009 (USSillion or %)
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328. The increased priority given to Africa and Asia/fiaqincluding Afghanistan) is reflected in
the more than doubling of UNDP’s total expenditurethese regions, which now almost equals Latin
America and the Caribbean. Both regions receivmiathe same amount of resources, which grew
from about 11 percent of total expenditures tertsent level of about 25 percent.

329. Expenditures in favour of CIS states have remaia@ty constant at about 7 percent of total
during the period and have thus close to doubletbiminal terms. Expenditures on Arab States have
gone up by a factor close to 6 and as share dfhiatee tripled to almost 14 percent, albeit fronow
base. This growth is largely explained by Sudeayg,lEgypt and Somalia.

330. The above analysis shows that Africa, the regiothefworld facing the steepest challenges to
reach MDGs, is given high priority with 25 percaftiotal allocations. This is further reinforced by
the fact that, as shown imble 6.7 below, in 2009 Regular Resources programme experdiin the
African regions rank the highest at 50.1 percenheftotal followed by the Asia Pacific region & &
percent®® With respect to Donor Resources (i.e., ThirdyP&onors to aid Programme Countries),
Asia Pacific region (39.5 percent) ranks the hgghdue to the fact that UNDP’s largest country
programme is located in Afghanistan, followed b tAfrican region (26.2 percent). Also, it is
worthwhile to note that the vast majority of prograe expenditures incurred in Latin America and the
Caribbean region were from Local Resources providddNDP by Programme Governments to fund
programme/projects in their own countries. Reguaource allocation seems in line with the UNDP

'** It should be noted that while ratios for commonidatbrs are broadly similar in both tables, thechlte figures vary

because of use of different source documents apdaap to be due to differences in coverag. Thniexample the
compatibility problem in data from various sourcesntioned elsewhere.
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strategic framework and priorities. Donor-drivegrraarked aid is a factor outside UNDP’s control
that partly determines allocation across regions #ue relative high share of expenditures in Asia
Pacific and Arab states. High level of local rases drives the significant expenditures in Latin
America.

331. UNDP’s coordination mandate and universality ppieithat leads to presence in 166 countries
also seems to be a factor in allocating resourceis leaves the question whether UNDP should
pursue a more selective approach in its suppogphesizing the very poor even more, even if thiatis
the expense of not being present in the richerh mgddle-income countries or those with small
programs. In 2008, the latter group consisted7otduntries where UNDP expenditure was less than
US$700,000, with all but one below US$400,000. Haveit should be noted that majority of these
small programmes are located in tiny island states.

Table 6.6 - Distribution of Programme Expendituresby Region
(US$ million and Percentage Share)

Africa  Asia/Pacific Arab States Europe & Latin America  Other
CIS & Caribbean

2001
Value 175 168 74 109 915 80
% 11.5 11.0 4.9 7.2 60.2 5.3

2002
Value 168 193 73 100 860 89
% 11.3 13.0 4.9 6.7 58.0 6.0

2003
Value 220 222 82 117 994 101
% 12.7 12.8 4.7 6.7 57.3 5.8

2004
Value 274 359 115 128 1036 106
% 13.6 17.8 5.7 6.3 51.3 5.3

2005
Value 447 443 171 188 1152 134
% 17.6 17.5 6.7 7.4 454 5.3

2006
Value 527 391 239 183 1313 146
% 18.8 14.0 8.5 6.5 46.9 5.2

2007
Value 506 441 300 178 1201 162
% 18.1 15.8 10.8 6.4 43.1 5.8

2008
Value 752 536 401 205 1046 94
% 24.8 17.7 13.2 6.8 34.5 3.1

2009
Value 750 750 413 215 769 117
% 24.9 24.9 13.7 7.1 25.5 3.9

Source Annual Report of the Administrator 2003, 2005, 208709 and 2010; statistical annex.
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Table 6.7 - Distribution of Programme Expendituresby Region and Source 2009
(US$ million and Percentage Share)

Europe & L. Americg Grand
Region Africa| Arab StategAsia Pacific CIS| & Caribbear Total
Regular

Resourcesvalue 247.G 34.0 1459 37.1 29.0 492.4
% 50.1 6.8 29.6 7.5 59 100.0

Donor Resources
Value 620.0 363.1 934.3 227.1 2189 2,363.4
% 26.2 15.4 39.5 9.6 9.3 100.0

Local Resourceg
Value 32.9 123.6 22.4 40.0 624.8 843.8
% 3.9 14.7 2.7 4.7 74.1] 100.0

Total

Value 899.9 520.4 1,102.6 304.2 872.] 3,700.G
% 24.3 14.1] 29.8 8.2 23.6 100.0

Source:Data provided by UNDP on the basis of report omdal Review of the Financial Situation.

332. Table 6.8 below provides the breakdown of expenditure byatir@ategories. The period
covered is 2004-2009, as the data presentatiogeftier years use a somewhat different format.

Table 6.8 - Expenditures by Category (US$ millionad Percentage Share)

Personnel Equipment Service Training Travel Micro  Miscellaneous

Contract grant
2004
Value 555 320 604 20 82 73 363
% 27.5 15.9 29.9 1.0 4.1 3.6 18.0
2005
Value 648 299 769 32 105 79 605
% 25.5 11.8 30.3 1.3 4.1 3.1 23.8
2006
Value 692 328 838 43 140 162 595
% 24.7 11.7 29.9 15 5.0 5.8 21.3
2007
Value 756 277 837 45 140 202 540
% 27.0 9.9 29.9 1.6 5.0 7.2 19.3
2008
Value 854 320 900 24 175 243 520
% 28.1 10.5 29.6 0.8 5.8 8.0 17.1
2009
Value 997 241 759 12 193 229 582
% 33.1 8.0 25.2 0.4 6.4 7.6 19.3

Source Annual Report of the Administrator 2005, 2007, 2@d@ 2010; statistical annex
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333. Not surprisingly for an institution that builds @agity and provides advice, instead of funding
other development projects involving civil works, erponnel and service contracts
(consultants/subcontractors) account for betweepeséent and 60 percent of expenditures during the
period (with some variability form year to yeak)ithin this ratio, much of personnel growth ovenéi

has been at the relative expense of subcontractors.

334. The second largest item, miscellaneous expendijtumesounts for about 20 percent of
expenditures during the period. It presumably couvypes of expenditures different from other
categories, which conceptually include operatingtgocivil works, fees and per-diems (if not pért o
training). A further breakdown of this categoryniet available in public documents. The training
budget is quite limited, around 1 percent, whiclnsg quite low in view of capacity building actieii
supported by UNDP. Some/much of the actual trgirdosts are presumably subsumed within the
service contract category. Finally, travel hasnsee steady increase from 4 to 6 percent of
expenditures. This largely appears to reflect éighir transport costs following 9/11, depreciatain
the US dollar and, more recently, the high costef.

e. Current Cost-Recovery Practices for Program Activities

335. The main elements of UNDP’s policy on cost recovferyregular and other resource for much
of the last decade is described in a docufiedating back to June 2003. The main principlesaare
follows:

* The Biennial Support Budget of UNDP will providdase structure for all operations at the
headquarters and country levels;

* The costs associated with the delivery of servioegrogrammes above the base structure
shall be borne by the relevant funding sources (Reg& Other Resources) within each
programme;

* Generally, there are two categories of servicesigea to programmes; the first of which
includes general oversight, management, and quaditirol, while the second category
includes direct services in the context of impletagan; and,

* Other Resources-funded programmes benefit from UBIOffobal operations (which
include strategic initiatives, policy developmemidacorporate systems) and hence should
contribute to them.

185 http://www.pnud.or.cr/dmdocuments/Cost_Recovery.pd
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Table 6.9 UNDP Cost recovery fees 2003-2008

Source of Funds: TF and TPCS; Fee Range: 5%-7%
Country Regional BDP or Central Global
Office(s) Bureau BCPR Services' Operations
Country (incl. everything 0.67% 0% 0.33% 1%
TTF Country)2 above 2%
Regional (incl. 0.67% everything 0% 0.33% 1%
TTF Regional)® above 2%
Global/Interreg. 0.33% 0.33% everything 0.33% 1%
(incl. TTF, GEF, above 2%
MP, Cap21)*
Hybrid Projects” | everything 0.33% 0.67% 0.33% 1%
(incl. GFATM, above
BCPR TF) 2.33%
Source of Funds: PCCS; Fee 3%
Country Regional Central Global
Office(s) Bureau Services Operations
everything 0.4% 0.2% Interest on
above 0.6% XB balance

Source UNDP Procedureshttp://www.pnud.or.cr/dmdocuments/Cost_Recovery.pdf

336. Only projects fully or partially funded from “OthdResources” (non-core) are subject to a
General Management Support (GMS) fee, which isdasea percentage of the resources disbursed.
Up to 2008, the fee ranges from 5 percent to 7gmerd able 6.9 above describes how the fee was
distributed till 2008, much of period under reviend current cost recovery parameters are detailed
below.

337. The implementation of above policies was discussed 2007 documetff presented to the
UNDP’s Executive Board in January 2008. The exeeuBoard Decision (DP/2007/18) harmonized
the general management service fee to 7 percecggetor PCCS which is at 3 percent) -- exceptions
require headquarters approval and are subsequiistipsed to the executive board. For Trust Funds
and Third Party Cost-Sharing (TF & TPCS), the feati5 percent, and for Programme Country Cost-
Sharing (PCCS), the fee is at a lower rate of 8qrdr Prior to this decision, a fee range of eitent
was allowed for Trust Funds and Third Party Cosiriiy.

338. The aforementioned review was underpinned by aasasnent (DP/2007/36) completed mid-
year®’. In its decision, the Board:

* Noted that the cost recovery policy adopted in 2888ained valid and the assessment of
effectiveness, which does not contain sufficiefdrimation on the costs incurred in providing
management support.

166 http://www.undp.org/execbrd/pdf/dp08-2e.pdf
187 http://www.undp.org/execbrd/word/dp07-36.doc
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+ Reiteratedthat regular resources, because of their untiedreatare the bedrock of the
operational activities of UNDP, and, in this regaathd expressed concern that the relative
share of regular resources available to UNDP hasedsed. It encouraged all donors to strive
to increase contributions to regular resources.

* Reiterated that all other resources should suppertpriorities in the strategic plan and that
regular resources should not subsidize the suppmsts for programmes funded by other
resources.

*  Encouraged UNDP to provide detailed informationptmgramme country partners on the
income and expenditure of programme support castsuntry programme budgets.

*  EncouragedJNDP to present a proposal to the Executive Bowith the biennial support
budget, 2008-2009, on how indirect cost recoveryallscated in support of programme
implementation.

*  Welcomedthe recent progress in alignment of cost recovatjcy among United Nations
Development Group Executive Committee agencies,emuduraged the Administrator, in his
role as chair of the UNDG and in consultation wather UN agencies, to further develop a
common approach to recovery of costs for managewofgoint activities and the provision of
services.

* EncouragedJNDP to intensify consultations with UNFPA and UNHE to standardize the
methodology of calculating administrative costsj &m harmonize cost-recovery principles for
programme country contributions with the objectofeensuring full recovery of all costs for
implementing activities financed from these conitibns.

- Decidedthat, for the time being: (a) a recovery rate gfefcent be adopted for recovery of
indirect support costs for new third party conttibas; (b) Maintain a basic 3 percent recovery
rate of indirect support costs for all new prograencountry contributions; (c) and maintain the
authority of UNDP to grant waivers to the cost ney rate through a case-by-case review
that would take into account specific prioritiespdalities incurring lower indirect costs, and
harmonization goals, and to inform the Board on exdteptions in the annual financial
reporting.

339. A subsequent report by ACABEY notes general compliance with the above ratesets n
projects. Cost recovery would thus generate US$&6Bon in income for 2010-11, compared to
US$509 million for 2008-9. Nevertheless, despitegpess, the report states that the share of the
burden of other resources on the biennial suppaigét remains relatively high.

340. The debate to-date lacks an important elementectlad economies of scale associated with
project management. Any project has some fixetisdosked to minimum oversight, reporting and so
on, plus a variable one which is linked to projgmtnplexity. In other words, the larger and simpler
project, the lower the preparation and supervisiost compared to amount disbursed. The following
example from typical World Bank IDA project in tidrica Region helps illustrate this. Such a projec
is usually prepared in a year and implemented @ver Preparation resources from are on average
around US$250,000, while annual supervision cagtsabout US$150,000. The smallest project now
is about US$20 million, and the largest can exdd&$100 million. Therefore the ratio of cost to
disbursement ranges from less than 1 percent ter&ept in rare cases. This ratio excludes certain

168 http://www.undp.org/execbrd/word/dp2010-4.d6c 9-11.
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relatively small overheads, such as the cost ofagiaug disbursements. The average number is well
below the cost recovery used by the UN system.

341. In UNDP’s case (and indeed other agencies) smajkegrr size and cost of managing many
donors and multitude of beneficiaries contributéhi® higher cost of doing businessable 6.10below
provides information on project size and helpssillate the problem: 82 percent of the contributions
are between US$1-5 million. UN management righdgs multi-country, multi-donor Trust Funds and
projects (even if partially earmarked) as a wagdbieve efficiency gains. Another would be to have
minimum limit, at least US$5 million and preferakdypove US$10 million, for non-core projects,
before UN agencies agree to manage them.

Table 6.10 Other resources contributions over $1 millioneiged in 2005

Size # contributions %
Above $100m 1 0.19
Between $100million and $50 million 2 0.37
Between $50 million and $25 million 8 1.49
Between $25 million and $15 million 15 2.79
Between $15 million and $10 million 19 3.54
Between $10 million and $5 million 52 9.68
Between $5 million and $1 million 440 81.94
Total number of contributions 537

342. A final point concerns whether or not other resesrare fully aligned with UNDP priorities.
Official documents emphasize the importance of algnment. However, in the absence of detailed
information on projects it is impossible to stabtéstprinciple is strictly adhered to — any possible
misalignment might come up in the context of evaduaof country programmes. However, the last
two annual reports have included an analysis ofeptalignment in the annex based on a sample of
about 50 and show that indeed there is overalgh tegree of alignment between UNDP and country
priorities on the one side and the strategic plathe other side. Furthermore, marginal projectdcto

be subject to a review before being taken-up byatliency. Joint programming would increase inter-
agency collaboration and help put in place a potesdentify the agency best-suited to implement a
particular non-core project.

f. Estimates of Staffing Structures and Costs

343. The latest information on UNDP’s total workfof€ewas presented to its Board in January
2011°. A workforce snapshot (see figure 6.4 below)daths that as of 1 September 2010, UNDP’s
total staff strength was 8,421, made up of: (a9 2,81 per cent) International Professionals, idicig

participants in UNDP’s Leadership Development Paogne and participants in the Junior
Professional Officers Programme; (b) 1,397 (17 eat)c national officers; (c) 3,901 (46 percent)

189 Information on UNDP workforce presented in thisyter includes staff at UNCDF, UNIFEM and UNV.
70 http://www.undp.org/execbrd/pdf/dp2011-16_statispdf
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General Service staff; and (d) 526 (6 percentf staftemporary “ALD” contracts, now discontinued.
This latter group includes 388 professional and G#heral Service staff. Appointment of limited
duration was to be phased out by 31 December 2010.

Figure 6.4 Distribution of UNDP Workforce
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Source UN http://www.undp.orq/execbrd/pdf/dpz11-16 statspcl!

344. There is not any publically available analysis dfether the overall staffing level is appropriate
and whether this distribution of the workforce ippeopriate given UNDP’s strategic mission
objectives. Also there is need for analysis of tlvBe or not there is an adequate balance between
operational staff and the 46 percent of staff ad#livg general services. One point to keep in nisnd
that the highly decentralized nature of UNDP wakds to requires more support staff than would be
needed if most were headquarters based. The tidss@pproach would need to be compared to the
benefits of professional staff being closer to thent — a benefit apparent especially in conftiost
conflict countries where UN agencies tend to beotfiig ones present on the ground.

345. Table 6.11below provides a breakdown of regional distribatad Staff. By and large, there is
a good alignment between staffing and expenditpresented ir-igure 6.3 The main outliers are
Latin America, with low staffing level compared éxpenditures and Africa, with somewhat more.
These differences may be explained in part by thasary needs of client countries and, possibly,
larger project size in the former region.

346. UNDP work force grew by 29 percent during the secbalf of last decade, from 6508 staff to
8421. This is attributable to increased capa@tuired in activities in crisis countries, conversof a
large number of ALD contracts that were discontchaed converted to regular contacts in pursuant to
the Contracutal Reform approved by the General Abge and establishment of approximately 50
new Country Director positions in programme cows#ras an integral part of UN Reform. Regular
resources only funded a portion of these postthdr2004-5 biennium support budget 3,306 posts were
authorized and the corresponding figure for the820®iennium was 3,334 — growth of only 1 percent.
The increase in staff was thus largely with fundotber than regular resources. Personnel cost for
staff funded by the biennium support budget in@dabBy 29 percent over the period. Given the
increase in total personnel costs shownanle 6.§ and taking into account the 62 percent growth in
staff funded by other resources, it appears thdt eosts increased more for the latter category
compared with staff funded by the biennium budgdhe reason for this may be related to new hiring
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being composed mostly of skilled professional, thig could not be verified on the basis of avagabl
information. Another reason could be high secucitgts for personnel funded by other resources in
fragile countries.

347. Table 6.12below provides information on this evolution angédakdown by gender. Some of

this growth may have been due to the larger wodgm@am. The question of whether efficiency gains
would have been possible would need to be addrassadstudy of efficiency of UNDP’s service

delivery.

Table 6.11:Regional Distribution of UNDP Staff

Reglon # P"‘““i‘ Percentage of Staff Distributed by Region
New York Headguarters 1139 14% o
. . Latin America &  Headquarters
Other HQ locations 603 B% Europe & CIS.__.Garribean 2%
States 1% Dther HQ
Africa Region 2372 28% 1% migi‘ons
Asia & Pacific 1670 20% Arab S

Arab States 914 11% “i‘ e
Europe & CIS States 904 11% S adpa £%
Latin America & Carribean 919 11%

otal B421 100%

Source UN http://www.undp.org/execbrd/pdf/dp2011-16_statsfdf

Table 6.12 UNDP Staffing 2004-2010

Female Male
Year{end) Total Count Percentage Count Percentage
2004 6508 3328 51 3180 495,
2005 6976 3559 51% 3417 49%,
2006 7355 3775 51% 3580 49
2007 7761 3943 51% 3818 49%
2008 7983 3983 50% 4000 50
2009 8531 4201 49% 4330 51%
As at 1 Sept '10 8421 4347 52'% 4074 48%

Source UN http://www.undp.org/execbrd/pdf/dp2011-16_statstdf

348. In order to meet its strategic objectives, UNDP ldaweed to meet three additional challenges:
(i) gender balance; (ii) the retirement of sentaffsand (iii) ensuring appropriate skills mix -high is
critical in terms of service delivery. Ensuringhger balance is an important institutional objestior
UNDP. Women now account for 45 percent of the agsninternational professional workforce,
reflecting progress since 2004 when this figuredtat 38 perceht'. Fifty-seven percent of women
are in junior management, 39 percent in middle gameent, and 38 percent at the senior management
level. This indicates a steady increase in thegrgage of women in all three management categories
and the targets for 2015 envisioned in the UNDRt8gic Plan are within reach.

349. The issue of retirement of senior staff is pressiAg shown infable 6.13close to 25 percent
of UNDP staff is to retire within a decade. Mopesifically, by 2015 a total of 773 (9 percent)fista

71 Seehttp://www.undp.org/execbrd/pdf/dp2011-16_statisticlf
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members will be retiring. Of these, 111 will be isermanagers. The high attrition level among senio
management (32 percent), including Resident Coatdis, Resident Representatives, Country
Directors and middle management (10 percent), rcern. But as noted in the Board report,
although the retirements will challenge UNDP’s iypilto preserve institutional memory and to

promote inter-generational knowledge transfer, twédlyalso provide an opportunity to better balance
UNDP’s workforce and correct talent gaps where #pagt.

350. As noted above, staff retirement during forthcomieprs will provide an opportunity to
improve skills-mix. Additionally, UNDP advocatestér-agency flexibility that would allow staff to
rotate from one agency to the other and shouldvaftor a better alignment of skills with business
needs. Training will also enable staff, especitdilyse in mid-career, to acquire skills that woaildw
them to provide different services. For instarstaff skilled in accounting and finance may mo\aarir
back-office disbursement functions into front limeork such a Public Expenditure Financial
Accounting (PEFA) reviews which constitute the baBr improving national systems so as to
facilitate the flow of donor funds flowing withoateed for parallel systems.

Table 6.13: Age Distribution of UNDP Staff (2010)

Age Grps |Mumber %%
20-29 585 7%
30-39 2977 35%
40-49 2809 33%
50-59 1917 23%
&0 & more 133 2%
8421 100%:

Source UN http://www.undp.org/execbrd/pdf/dp2011-16_statspclf

351. A difficult issue faced by UNDP is that of exit cfdundant staff whose skills are no longer
required and whose narrow expertise renders théungible, even with training. There are a number
of ways this can be addressed, including: (1) nakirch staff redundant; and (2) hiring staff oredix
term contracts, which may be renewed but not autically. According to information provided to the
consultants, UNDP already follows the latter apphoand the majority of staff is on fixed term
contracts.

352. However, a recent UNDP Board regéftcloses with a cautionary note pointing out thaere

reforms may have reduced management flexibilityhiese matters. “Current staff members will be
retooled where possible, so they can develop thks skquired for a knowledge-based organization
that is also professionalizing some of its operaidunctions. But with the issuance of permanent
contracts, UNDP may be confronted with the chakkeafjhaving permanent staff members who might
be unable to adapt to the demands of a knowledgedbarganization and to their new roles in it. The
new internal justice system has been a welcomdiaddb the United Nations system and one which

172 hitp://www.undp.org/execbrd/word/dp2011-16.dparas 56-57
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UNDP strongly supports. Some of the recent judgmdmbwever, have been seemingly at odds with
the contractual reform. While the Member Stateteraie that fixed-term appointments do not carry
any expectancy of renewal, recent judgments seamdicate that the organizations must justify their
decisions not to renew a fixed-term appointments foses a challenge to effective human resources
management.” This analysis reflects the importarideeating employees fairly while ensuring clent
receive the best service possible, and is quitgcakifor UNDP where delivering knowledge and
capacity is at the centre of its strategic plantrikidg such a balance may be politically and
institutionally challenging and will require a coritment from management and the UNDP Board. To
stimulate a dialogue amongst stakeholders, a sitidgtions would seem warranted at this point.

g. Assessment of the Quality of Current Financial Data, Compilation Practices,
Instrument, Procedures and Reporting Practices

353. Good fiduciary controls are essential for any oigation such as UNDP managing donor
funds. They help ensure that financial flows cantdacked and that accounting figures are reliable.
Similarly, a strong procurement system contributesnore efficient and transparent expenditures.
Finally, availability of public information reinfoes transparency and maximizes the sharing of
information. From a narrower point of view, thegestems reinforce the validity of analysis of the
present report. UNDP’s experience in these threasas discussed below.

Avalilability of Information

354. UNDP'"® and many other agencies, should get recogniioméking Board paper available to
the public. One issue is that neither externalckess nor internal ones easily result in finding tight
document, which can be a time consuming processnofe important issue is that most publically
available papers usually cover 2 years of datachvimakes analysis such as the one in this report
difficult. Also, in the past, some of the detailddta did not seem to be publically available — for
instance UNDP staffing included agencies and breakdof certain expenditures. Reconciliation of
data from one paper to another was also hard &stinOne example is the revenue figures used in
section 2 of this report, some of which includecrages while others did not. To address this
shortcoming UNDP recently launched a data.undpporgal that provides detailed financial data for
the organization, in addition to the standard repgr Furthermore, UNDP is also a founding member
of the International Aid Transparency InitiativéTll).

Financial Management

355. UNDP benefits from strong financial management aogported by good controls. The
proposed adoption of international financial staddgIPSAS) in 2012 would thus address the major
remaining weakness. Two key documents provide a gaverview of financial management issues
during the past decade. The first, lists audé@ommendations that have been outstanding forX8er

173 hitp://www.undp.org/execbrd/sessions.shtml
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months™® Table 6.13below contains the full list of such issues. Beeond document is the recently
published audit report for the 2008/9 biennium, tieaclusions of which are also presented in this
section.

356. There are 29 audit recommendations between 20042808 still outstanding. They are
distributed thematically as follows: (a) involvetiaa by host country (4 cases); (b) security sitratn

a country (1 case); (c) involve cooperation withestUN agencies (2 cases); (d) need involvement
from HQ (6 cases); (e) lack of resources (7 cagbs3jow pace oimplementation (5 cases); and (g)
inaction by country office (2 cases). The issuesnhy relate to financial, project/programme and HR
management, and procurement areas.

357. The first five actions depend on the host country are outside UNDP’s control. The issue of
establishing a policy towards corrupt vendors igpomant and material. UN already has a policy
framework adopted in 2067, but it is an issue for the UN as a whole. Imp#atation would involve
including and enforcing anticorruption clauses tandard contracts — whether project implementation
is by a UN agency or a third party -- and a prodesslebarring firms. UNDP has recently developed a
sanction policy’® adopted by the whole UN system. The cost of imgleting such policies would
need to be covered by UN’s administrative buddetshould be noted that some multilateral donors
such as the EU, World Bank and African Developniank'’’ have adopted such measures that could
be adapted to UN needs. Financial managementsigSyare related either to clarifying regulatiams
reconciling accounts. The information provided slo®t quantify the significance/materiality of the
problem. Most of the remaining issues relate togmamme management (7) and seem important
enough to warrant rapid follow-up. A few issuessale these categories are related to procurenment o
administration.

174

http://www.undp.org/execbrd/pdf/Annex%20t0%20DP¥%202%2031%20High%20Priority%20Recommendations%20Un
resolved%20for%2018%20Months%200r%20More.pdf

75 hitp://www.unodc.org/pdf/crime/gpacpublications/maahpdf

7 The sanctions policy (which is available at htfistranet.undp.org/global/popp/cap/Pages/Vendorctam
Procedures.aspx ) goes beyond corruption and tsasetions on a vendor’s involvement with six typégproscribed
practices: Corruption, Fraud, Coercion, Collusidngthical Practices, and Obstruction.

Y http://www.nottingham.ac.uk/pprg/documentsarchiviééixtarticles/sope_exclusions_in_proc.pdf
http://web.worldbank.org/WBSITE/EXTERNAL/OPPORTUNHS/EXTCORPPROCUREMENT/O0,,contentMDK:220307
56~pagePK:64147231~piPK:64147158~theSitePK:43801101 and
http://www.afdb.org/fileadmin/uploads/afdb/Docun®®roject-related-

Procurement/Rules%200f%20procedure%20for%20proe@mt¥?0Goods%20and%20Works.pdf




Table 6.14:Audit Recommendations Outstanding for more thamd8ths

Unresolved recommendations (by cause, by year)

Involves action by host country Government

2004

Partnership and resource mobilization

= Pursue efforts to sign the standard basic assistance agreement and address the issue of the Government
contribution to local costs (GLOC) as part of the agreement.

= Pursue ongoing efforts to resolve outstanding matters with Government and obtain full collection of unpaid
GLOC.

2007

United Nations system coordination

= Find an agreement as soon as possible and negotiate the lowest rate for VSAT use.

2008

Partnership and resource mobilization

= Undertake efforts to recover the shortfall of close to $1 million of the outstanding GLOC amount.

Security situation in country

2005

Financial management

] Close bank accounts with certain banks.

Involves cooperation of other United Nations agencies

2008

Procurement (Headquariers)

=  Establish a policy on suspending and removing vendors from UNDP vendor rosters if they perform poorly or
are engaged in unethical or corrupt practices.

=  Establish a policy on dealing with vendors that have been suspended or removed from rosters of other UN and
mternational organizations.

Needs involvement of/assistance from HQ

2006

Financial management

»  (Clear outstanding salary advance Accounts Receivable Locally (ARL) account with HQ assistance.

2007

Governance and strategic management

= In the light of restructuring of the office, update staff job descriptions.
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= btain approval from the Bureau of Management (BOM) to make local payment in US dollars.
= [ssue guidelines on foreign currency payments to local vendors, in consultation with BOM.
=  Follow up on advances and thoroughly document all disbursements.

Information Technology

=  Review Atlas functionalities with regard to the budget override function and ensure that only approving
manager profiles have rights to override budgets.

2008
Financial Management

= ARL accounts should regularly be reconciled.

Lack of resources (financial or human)

2007
Governance and strategic management

= Fill staffing gaps.

Project management

= Ensure that project resources are only committed for purposes directly related to projects.
= Do not use project funds to finance office support staff.
HR management

= Assess the current distribution of tasks as well as the capacity of the operations unit and properly assign task.

2008
Project Management

=  Finalise the project monitoring strategy and plan of action.
Procurement (Headquarters)
= Develop a software tool for procurement planning.

= Establish a formal mechanism for the reporting of all vendor protests.
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Unresolved recommendations (by cause, by year)

Delay caused by lack of result in efforts/slow pace of implementation

2007
Project management

*  Ensure that proper inventory records are established and organize physical count
»=  Manage the nationally implemented (NIM) projects audit process.
= Follow-up on outstanding NIM advances.
Procurement
=  Amend contracts with the garage. airlmes and travel agencies.
HR management

=  Prepare and implement a recruitment plan.

2008
Programme Management

=  An oversight and internal control specialist should be hired to oversee the mternal monitoring and evaluation
activity for programme and projects.

Lack of or inadequate action by country office concerned

2007
Partnership and resource mobilization

=  Prepare a resource mobilization strategy reflecting its vision and objective and how these would be achieved.

2008
Human Resource Management

= Adjustments needed in some functions within the country office structure.

Source UNDP

358. The Board of Auditors audited the financial statateeand reviewed the operations of the
UNDP for the biennium ended 31 December 2009. Toard issued an unmodified opinion on the
financial statements for the period under reviesvyeflected in Chapter | of the present report. The
Board also issued an unmodified opinion on thenfoie statements for the biennium 2006-2007. The
main observations are summarized below.

359. Of the 82 recommendations made for the bienniun6ZIMD7, 53 recommendations were fully
implemented, 25 recommendations were under implatien, 2 recommendations while 2
recommendations were overtaken by events. Cemt@iommendations have long-term action plans,
and need more time in order to be fully implemente@ihe two recommendations that are not
implemented and other recommendations are linkefinemcial statement matters, which can be
completely addressed only when UNDP fully implersetfite International Public Sector Accounting
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Standards in 2012. The Board evaluated the ag#iitg previous recommendations that had not yet
been fully implemented — as discussed above.

360. UNDP carried in it books about US$5.0 billion incegs of income over expenditures for its
total programme/project activities as at 31 Decen2®®9. About US$1.1 billion of these funds were
accumulated during the biennium. UNDP also had fiwsds that had minimal or no expenditure for
one or two biennium, indicating slow disbursemdrfuads.

361. The Board continued to observe two trends: fitsat the proportion of direct implementation
compared to other delivery modalities continuethtweasé’® the second was that the biennial support
budget as a percentage of total expenditure remiatoastant at around 14 percent to 16 percent.
UNDP indicated that the significant proportion esources incurred for directly implemented projects
are in country offices in special circumstancemarrisis.

362. UNDP disclosed in its notes to the financial staata a total liability for after- service health
insurance as at 31 December 2009 of US$430 millitdDP had not fully provided for the liability
but recognized in its accounts a total of $373iarillof the liability as at 31 December 2009 (2007:
US$268 million). The agency also disclosed in tindes to the financial statements liabilities for
repatriation benefits of US$67.2 million, termimeatibenefits of US$10.2 million and US$46.8 million
for accrued annual leave. However, a provisiontifimse amounts was not raised in the accounts of
UNDP. The Board has also provided several othexilddtcomments in connection with the validation
of those liabilities. While the total liability foafter-service health insurance for the United diai
Capital Development Fund (UNCDF) and the United iddet Development Fund for Women
(UNIFEM)*"® was disclosed in the notes to the financial statés) the Board noted that neither had
provided for the liability.

363. Management work plans were not submitted withindtigulated deadlines and the indicators
of achievement reflected in the results-based nmemagt database were not always specific,
measurable, accurate, relevant and time-bound (SNJA&s required by the results-based management
framework.

364. The Board noted an improvement in the performareeanthly bank reconciliations during its
country office audit visits; however, some courtffices had long-outstanding reconciling items and
in some country offices there was no segregatiotiuties in the performance of bank reconciliations.
The Board noted that some audit reports for nationglementation modality were not submitted
within the deadline. There were also inconsistenamong the auditors of the national implementation
modality in that some auditors issued inapproprigeions, based on the Board’s review (which
preceded the Office of Audit and Investigationsie#avand quality control process). Some challenges

178 As cited elsewhere in the report, UNDP managerhastindicated that direct implementation has béamdoned.
9 As indicated at the outset, the review of theselfus outside the scope of this report.
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continued to be experienced in identifying all paig to be audited and in analyzing the audit opmi
received.

365. The Board noted that, in the few country officeatth audited, the country offices were not
systemically checking prospective vendors agaihset list of suppliers prohibited by the Security
Council even though UNDP had developed controlsssess and monitor prospective vendors against
the list of suppliers prohibited by the Securityu@oil under the terms of Security Council resolatio
1267 (1999). The Board noted that not all coumtifices prepared procurement plans. The Board
noted that 40 percent of buyers at country offiwese not certified. Follow-up is needed to engbhed
these shortcomings are not related to significanegiance problems.

366. The Board has made several recommendations baskd andit. The main recommendations
are that UNDP:

« Carry out project risk management to mitigate ikksrarising from the implementation of
the International Public Sector Accounting Standdhilloughout the life of the project.

« Perform a review of Atlas user rights for journatrees to address incompatible functions;
and perform regular reviews of the journals camtumad approved to ensure that journal
entries have not been captured and approved ksathe person.

* Ensure that all country office certify their unligated obligations; and clear balances
included in unliquidated obligations that do ngiresent open purchase orders.

* Implement processes to monitor the ageing of redxevbalances; intensify its efforts to
follow-up and recover receivable balances; reviemgt outstanding receivable balances
during the preparation of its financial statemerged continue to investigate all staff
debtors balances and assess recoverability in ¢angel with UNDP rules.

« Establish an urgent deadline to clear all legadgrinzes.

« Continue to reclassify and disclose interest dueldoors in its presentation of financial
statements; and periodically reconcile the acctungflect interest refunds due to donors.

» Continue to follow up with donors to ensure thaerast earned on contributions is refunded
or reprogrammed.

* Implement measures to fully analyse and reviewatteunts related to refunds pending to
donors and take steps to clear those accountsarbgul

« Consider revising its presentation of the notesthe financial statements to ensure
alignment with the face of the financial statemetdsensure they are complete and
understandable.

« Continue its efforts to close all inactive trushdis.

« Perform a review of trust funds with minimal actvand address any reasons for delay in
execution of projects or inform/consult with thendo to determine whether additional
funding can be made available to cover the excgssneliture.

» Continue to follow up all trust funds in deficithé@ recover from the donors, expenditure
incurred in excess of the funding received.
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Liaise with the UNDG Advisory Group to implementdsttbnal controls to ensure that
participating organizations submit progress repirtsllow for timely donor reporting.

The United Nations Development Operations CoordnaDffice, in collaboration with the
responsible decision-making departments and comesitftidentify and mandate the organs
of relevant entities that would be able to perf@iinthe management review, oversight and
assurance tasks related to Multi-Donor Trust Fuorda proactive basis.

Provide fully for all end-of-service liabilities.

Consider a funding policy for all end-of-servicadilities.

Reconsider and formalize its portfolio investmentategy for after- service health
insurance-related assets.

Accurately calculate and disclose the actual actrarenual leave and repatriation grant
liabilities on the face of the financial statements

UNCDF and UNIFEM fully provide for after-service dith insurance and end-of-service
liabilities; establish a policy to fund the liabidis; and correctly calculate and accrue for the
annual leave liability.

Prioritize the financial closure of all operatioyatiosed projects; and address the causes
for delays in the finalization of projects.

The harmonized approach to cash transfer processuatry offices as it relates to UNDP
be reviewed by regional bureaus to provide an iaddpnt review of the process and
headquarters take on the responsibility of driviimg harmonized approach to cash transfer
implementation, monitoring and oversight of thegress of UNDP country offices.

Further strengthen controls at the country offieeel to ensure that, prior to dealing with
prospective vendors, the country offices ensuré tinia vendors are not on the Security
Council list of prohibited suppliers.

Ensure that the newly developed Atlas checking raeisim is implemented.

Improve all controls over leave administration bs@re accurate leave balances.

Perform an internal audit of leave management smenthe accuracy of leave balances.
Prioritize addressing weaknesses in leave admatiisir, expedite the configuration and use
of Atlas absence management module; and ensurdéethad monitors leave administration
is independently reviewed by their direct supemgso

Consider approval of the information technology usi#g policy; communicate the
formalized information technology security poliey dll relevant stakeholders; and monitor
compliance on a regular basis.

Conduct an information and communication technoleggurity risk assessment regularly.
Perform regular quality assurance checks of alladi@tes made in the production
environment; ensure that all types of changesigreed off by business owners; ensure that
all mandatory fields are captured in TeamTrack; amgularly review the activities of
database administrators and access to the prodwatvronment.

Review access of all users on the deviation repeview the appropriateness of users with
multiple profiles on a periodic basis; and monitbe actions and activities of security
administrators on a regular basis.




*  When duly completed, obtain a SAS 70 Type Il refpamn the United Nations Information
Computer Centre to gain assurance that the keyralsnat the hosting provider were
operating with sufficient effectiveness.

* Ensure that all country offices comply with the miam operating security standards.

« Ensure that all regional centres in consultatiothwegional bureaus sign all long-term
corporate agreements within the set deadlines

*  UNCDF implement controls to ensure that cash adesace applied timely; and adjust its
cash balance and reclassify the amounts accordingly

*  UNIFEM perform adequate bank reconciliation proesss order to identify duplicate
payments and other reconciling items; follow upotdain clarification of the unexplained
amount.

367. The ratio analysis for all resources indicates ti&IDP generally has a healthy financial
position. In particular, the cash/total assetor#dr regular resources has improved slightly corapa
to the 2007 biennium — this change may not be fsogmt due to definitional issues, for instancehcas
in interest bearing accounts being clarified agegtments. The cash/liability ratio was below ond, b
that does not indicate that UNDP is unable to esé$l debts as and when they fall due. Excessisash
invested in bonds to maximize investment returgsgan be evidenced by the low cash ratio to total
assets. Investments in bonds account for 61 pdrafeotal assets. Taking investments in bonds into
consideration indicates that UNDP has enough ressup cover its liabilities.

Procurement

368. The audit reports have highlighted a number otprement issues that are not repeated here.
During the period under review, a key reform conedrUNDP and UNOPS initiated partial merger of
certain IAPSO functions with UNOPS in May 2007. Tgeetial merger was implemented on 1 January
2008, with a transfer of assets, business processkstaff’’. The analysis of composition of UNDP
procurement is presented with the one for all agsno the summary volume of this report. Another
achievement noted in the latest Annual Report amscéhe adoption of more efficient business
processes that have reduced procurement delaysioyth for cases below US$1 million.

180 hitp://www.undp.org/execbrd/word/dp08-43.doc
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7. Country Case Study - Vietnam

a. Acknowledgment

369. This section documents information gathered in mgstwith UN agencies in Vietnam, the

Government of the Socialist Republic of Vietnam, Ittateral and bilateral donors, as well as

exchanges with independent consultants and otheeresxwith decades of experience in Vietnam.
Specifically, the mission met twice with His Exeglty, the Norwegian Ambassador to Vietham, and
received excellent support from the Ambassadoreantassy staff.

370. The mission received excellent collaboration fronN Wfficials, who generously shared
information and offered opinions on even sensitbaeies. As a result of this support, the missias w
able to collect detailed information about UN exglitures in addition to what is available in officia
sources. The cooperation received also demonsttiag¢JN country offices in Vietham have gone a
long way towards meeting the transparency and atability standards to which the UN system has
pledged allegiance and which taxpayers funding OiVities expect® The expectations generated by
this study is maybe best illustrated by a persenadil received from a UN representative stating tha
“We do hope the overall result of your work willgwide the evidence that NORAD needs to continue
support UN Reform in Vietnam”. The context madeléar that the emphasis was on reform and not on
more financial contributions.

371. Occasional administrative hurdles in securing nnestiwere swiftly overcome thanks to
outstanding logistics support from Mekong Econontitty and the mission was able to meet with all
identified key actors in Hanoi. A particular gratie goes to Ms. Nguyen Thi Thu Hien, economist at
Mekong Economics. Without Ms. Hien’s dedicationth@® cause and hard work, the meetings that
generated the essential input for this report winalde not materialized.

81 |n the context of discussing the UNDP Biennial Sanp Budget for 2010-2011, the Norwegian delegatioithe UN
stressed the need to ensure that [UN] budgetsiditeef developed to increase transparency and ataduility.
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b. UN in Vietnam?®?

372. Economic relevance Vietham received US$3.7 billion in net ODA in 20Qvith Japan being
the largest donor with US$1.1 billion in grants dodns, followed by the World Bank/IDA with
US$0.9 billion. In this context, the UN system, lwi disbursement of some US$86 million in 2009 —
or 2.3 percent of total assistance -- is a reltigenall player in financial terms. As a referentieg
NGOs present in Vietham disburse around US$12Gamilber year. However, the 14 UN agencies
with some 230 staff that are active in Vietnam fifing key niches in the development arena with
limited presence of other donors. This impact imfogced by the move from traditional projects
toward an increasing role of policy advisory assise™®® The IMF and the World Bank did not enter
the Vietnam arena until 1994, leaving for yearshe UN the role of being the sole international
organization that would provide policy advice dirae when the government was still undecided on
how to proceed with market reform and giving the &gacy of goodwiill.

373. The One UN reform. As is the case in many other countries, the nurab&/N agencies active

in Vietnam and overlapping activities led over ylears to worsening problems with fragmentation and
duplication of activities within the UN system. BAUNDP and UNIDO do work on macroeconomics
issues. Both agencies also work on environmensaleisSome five-six UN agencies work on gender
issues. “The UN never sees the whole elephant’hasdonor country representative characterized the
fragmentation of the UN system. According to thensadonor representative, “this [has] made the
Vietnamese Government irritated.”

374. In response to these problems, Vietnam, at thengrgf the Government, was made a pilot

country under the “One United Nations” reform pigraimed at increasing the coherence of the UN
agencies by transforming them into a harmonizedesyswith unity of purpose, coherence in

management and efficiency and effectiveness in adjperis. Or, in the words of the Resident

Coordinator, the purpose is “to make the UN fansihyeak with one voice. The reform process is all
about harmonization.” From originally 6 agencieallgd “Phase 1), all 14 UN agencies present in

Vietnam are now part of the UN One initiative. Tieform program has the strong support of the
Government of Vietham as well as of the donor comitguDonor assessment is that the Government
has played “a great role” in the implementationhaf reform. (Se@ox 6.1)

182 World Food Program (WFP) has no official preseircé/ietnam and is therefore not part of this rep@enerally,
Government ministries do not use NGOs for implemgon of projects funded by the UN. (The fairly qoetent local
administration is one reason for the relativelyitgd role of NGOs in Vietnam.) Mainly for this reas the mission did not
meet with NGO representatives in Hanoi.

183 Staff estimates according to a tally 12 UN agehiaieVietnam. The estimate does not include staffleyed under UN-
funded projects and programmes. A UN website “Wheoake” lists several other UN organizations notuded in this
staff tally as active in Vietnam, including the téd Nations Office on Drugs and Crime (UNODC); tn¢ernational
Organization on Migration (IOM); United Nations Bgopment Fund for Women (UNIFEM); United Nationsli¥inteers
(UNV); and UN-Habitat. Several of these organizagigpresent information about projects they are glinViethnam on
their websites. However, except UNODC, with 20 esypks, none of these organizations provides infdiomabout the
number of staff employed. None of them gives infation about income and expenditures. See
http://www.un.org.vn/en/the-un-in-viet-nam-mainme3itshtml
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Box 6.1 - UN reform in Vietham

Vietnam is a pilot country under the “One UN” refoprogram since 2006. A task forc
comprising the Government of Vietnam, the UN Copyiifteam and the donor community, h
been formed to implement the program. Donors hateup an informal group to monito
implementation of the program, using a results ixatith indicators, such as progress
empowering the Resident Coordinator.

The “One Plan” part of the program seeks to combiueework of the 14 UN organizations |
Vietnam within a single planning framework. It aima$ bringing greater coherence a
helping the UN to respond better to both key natiopriorities and the Millenniu
Development Goals. Harmonized project managemeattipes have been established
simplify the procedures of in-country UN agenciestter align UN business practices wi
those of the Government, and to reduce the coistt@facting with the UN. A single budgd
has been agreed on, providing a clearer sens¢abfésources required. A One Plan Fund |
been established to mobilize and allocate donaidi§m addition to what the agencies rece
from donors through other channels) for the unfdnpliert of the One Plan, thus streamlini
financing the UN’'s programmatic work. The agendiab for money from the fund. The U
Resident Coordinator takes the lead on common ss&uensure that the UN agencies sp4
with one voice, and present a common position. Therdinator also guides the strateg
development and management of the “One UN” reforocgss.

Norway contributed US$40 million in 2009 and 20X® & multi-donor fund aimed a
improving the effectiveness and development impatte UN system at country level.

Within the UN system, a number of agencies haveesged concerns over loss of autono
and UNDP’s increasing influence under the One Uhcept. “Headquarters, not the Reside
Coordinator, has the last word”, as a represemtdtiv a smaller UN agency explained. T
gain from being part of the One UN is also questibrAgencies also prefer to get fundi
directly from donors. Meanwhile, UNICEF and othe Egencies are still reporting to the
respective headquarters, weakening the One UN panehile competition over territory an
donor funding continues.

Sources UN websites; mission interviews with UN and dormmuntry officials and independe
experts. Poate, D. Dung, D. et. Al. 2010. Delivgras one. UN Pilot initiative in Viet Nam. Countr
led evaluation.

375. The original One UN concept called for far-reachimgegration of UNDP, UNFPA, and
UNICEF. Five non-participating agencies subseqyeiitervened, arguing that they had been
excluded from the decision. According to one dorepresentative, “when smaller agencies saw the
money in the program, they complained to the Gawemt that they had not been invited.” The
concept was then revised to include all 14 agenbigtsat a cost of a reduction in the speed ofrnefo

376. Resources under the One Plan FundThe One Plan Fund was set up as part of the One UN
reform to mobilize and allocate financial resourgesa more strategic manner to participating UN
agencies. Originally, the Fund comprised one “wimtitunding the original six founding UN agencies




under Phase I, but was expanded with another wind@®@08 when the remaining UN agencies joined
the One Plan. The two windows were harmonized lay2609. As of end-2009, donors had provided
UN in Vietnam with an accumulated total of nearl$$65 million to the Fund, on top of resources
being made available through the conventional agaihd other resources channels. As of end-2009,
an accumulated sum of US$56 million had been temresd from the fund to participating agencies.
Norway has contributed over 13 percent of thisltat@king Norway the third largest donor to thedun
together with the Netherlands. There is no evidé¢hatthe set up of the One Plan Fund has resulted
reduced contributions to regular and other res@urce

Table 6.1 - Donor contributions to One Plan Fund though December 2009

US$ million
Total
contributions
Source of funds 2006-2009
Donor contributions 64,9
of which
Norway 8,6
Fund earned interest 1,1
Agency earned interest income -
Total source of funds 66,1
Use of funds
Transfer to implementing agencies from donor 56,1
contributions
Administrative agent fees 0.6
Direct cost (supporting to Steering 0.3
Committee/Secretariat)
Bank charges
Total use of funds 57,1
Balance of funds available 9,0

Note The numbers combines contributions under two rsgpdunding mechanisms (Windows 1 and 2).
Source United Nations in Vietham. Annual report 2009.

377. Assessment of implementation Assessment about progress in implementing the ONe
reform varies widely. UN officials stress that tihhelusion of all 14 agencies into the One UN (alle
“Phase II") has reduced duplication and opened dppiies for synergies. According to one UN
official, “UN agencies are happy with the refornmce they no longer have to prepare proposals to
donors in order to raise funds. Instead, they @am focus on their raison d'étre — service deliveugh

as policy advice and research.” Another UN offig#hted that the One Plan “has made possible a
transition from a donor-UN partnership to a UN-@mment partnership as well more focus on
outcomes of programs.” It was also pointed out thatOne Plan groups activities by five thematic
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groups, thus facilitating donors’ focus on the loierapicture at outcome level instead of myopic #cu
on individual project results.

378. UN officials also noted challenges about aspectshef UN reform proces$’ One stated
(without adding specific evidence) that while theeOPlan concept is good, “the way we operate is
problematic”. Another UN official, while stating dhthe “UN has come a long way already”, also
added that it is too early to say if the reformlwiiprove the efficiency of the UN system in Vietna

On the positive side, it was claimed that “one owger sees proliferation of agencies doing the same
things in the same places as before”; in this sansst UN agencies in Vietham have harmonized their
activities. Some smaller UN agencies, however, wargled out as laggards in harmonizing activities
with the Government’'s Plan, despite being part o @N. Another obstacle is that Headquarters
remain focused on the design of the reform proeesiscontrols and not yet on priorities and results.
UNICEF still reports according to its old focus ar€Child protection “, etc.) classification andtno
according to the thematic classification used i @ne Plan. One UN representative stated that “we
cannot say that we have cut cost”, a reason feriibing the duplicative and heavy reporting praeess
under the One UN initiative. The different fundingechanisms in the agencies was mentioning as
another reason.

379. Despite these differing views, the mission was rsbsuhat “by 2012 all agencies will be
onboard the same boat.”

380. The Government, on its part -- while noting the ioy@ment from Phase | to Phase Il and
generally supporting the concept of the harmorrateform -- emphasizes the need for continued
efforts on behalf of the UN to be better aligneditdrewith national plans. One Government official
noted that “implementation is not good enough”,neghkfying by reminding that some UN agencies
still have their own plans, which compel Governmkhistries to prepare one plan for each one of

184 The comments summarized made here are based miorepbffered by UN officials in meetings with thession. It is
interesting to compare these opinions with theestehts made in the UN Vietnam One Plan Annual Rex@08: “The
Headquarters of some Agencies have hitherto bdeotaat to empower their country representativesat@ decisions
relating to UN Reform initiatives. This has oftesulted in a cumbersome modes operandi. It is thedithe UN Country
Team could also have benefited from robust andlaege@mmunications from Agency Headquarters tof stafthe needs
for UN coherence and change....Recent communicatisitk Headquarters have confirmed the support for UN
Reform...However, many challenges still remain tadekled.” These are pretty blunt statements, selttamd in glossy
papers issued by international organizations, Atsame time, these statements also points to teeesproblems within
the UN system and that [in the words of the AnriRa@port] “the sustainability of the reform procesd/ietham (and other
pilot countries) is still very vulnerable.”

A United Nations Evaluation Group (UNEG) evaludbilassessment concluded that “progress in Vietnas theen
impressive. [The Deliver as One] process is wetlwhoented and now that eight new agencies werenitfie initiative,
challenges of the parameters are or will be inglacallow for a meaningful of process in mid-2Q0&1 the drawing of
important lessons. However, the further operatiaation of reform was encountering major chalkeng..While there
was clarity of intent among [the founding agengies]lack of common vision among all 14 agenciesvb&t the end
product of the reform would look like prevented thl system in Vietham from agreeing on importasues. While all
UN organizations in Viet Nam signed the United Na$ Development Assistance Framework (UNDAF) 200602 not
all agencies were ready to collaborate and cootelittzeir efforts in the formulation of a One Pl&ource UNEG.
Evaluation of the Pilot Initiative of Delivering &ne Evaluability Assessment. Report on Vietnancddaber 2008.
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these agencies. To reduce the burden on the Goeetnfthe UN agencies should have one common
plan.” Another Government official noted that tHéN agencies can now sit down together to discuss
programmes and ensure there is no overlap.”

381. Donors point to improvements in the ways the UNnagess operate, but also adding that the
Phase | starting point was “a lengthy set of indiinal agencies’ proposals within one cover and witho
focus and priorities”. One main donor represengatstated that “UN agencies [in Vietnam] are
working well to realize One UN... [and that] theregmod progress in defining priorities at local IEve
Another main donor noted that “from a donor pertipecthings are much easier now”, adding — as an
explanation for somewhat uneven progress on referthat the agencies in Vietnam are now going
through a “painful” internal process as a resulpssures under the One UN reform. Since themefor
is still ongoing and the One UN has not yet fourdkfinite form, everybody’s focus is very much on
the process rather than on the outcomes that tbemed system is expected to deliver. Another donor
representative expressed the hope of “real changbow the UN works in Vietnam”, stating
specifically that “the UN needs more coherence eledr priorities”. At the same time, the same
representative also noted that the UN now workseb@t areas such as gender and macroeconomic
support and that there is an improvement in th@peiion between some agencies.

382. UN and donor representatives commenting on thesiggre unison in their assessment about
the restricting role UN Headquarters are exercisingthe reform process. A representative for one
major donor questioned if agency Headquarters éaréoard for the delivery as one reform”, adding
that “local agencies work very hard [to implemehe tUN reform], but initiatives are stopped by
Headquarters. The problem is not at local levdie-dhallenge is to harmonize at Headquarters fevel.
Another donor official pointed out that that itdgficult to coordinate the UN agencies in Vietnam
because of resistance from UN agency Headquaagdsg that “to work, UN reform has to start from
Headquarters.” At the same time, the same donaeseptative also noted that there are two groups
within the UN family, with UNDP and others movingrivard at good speed, but that some of the
smaller agencies do not reform. The difficulty obmitoring implementation of the One UN reform —
caused by the “abundance of indicators” - was &lghlighted. Summarizing the points made, this
donor representative stated that “[donors] alsopses#tive change. The UN today is much better. But
New York is not seen as being a champion for reform

383. While it is generally recognized that the One Phas enabled more efficient communication
between the UN agencies, the Government and domalspendent observers voices in Hanoi state
that there is still insufficient evidence of reaation in line with participating agencies special
competencies (seeox 6.2) Efforts to strengthen monitoring and evaluatitlase been made, but
differences in results structures and indicatorsaia a challenge. The UN perceived culture of
soliciting donor money for whatever purpose, witheufficient regard to national priorities, is also
pointed out. People with decades of experiencetabeuUN in Vietham readily admit the difficulties
of knowing how donor money is de facto used. Cymcabout UN accounting to hide overhead cost
was also present.
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Box 6.2 - The One UN reform — selected voices froautside

The One UN reform in Vietham has the strong suppbthe Government of Vietnam, manifestg
in its active involvement in the preparation of thew One UN 2011-2016 Plan. The One
reform also has the strong support from Norway,UKeand other donors, who make it clear t
they would not accept any diversion from the One DNnors are also urging a shift in focus fro
funding to getting results. In principle, donorslibee that the One UN will provide greatg
efficiency and simplicity. Other voices point tgks for over-centralization and accountability.

Generally, the assessment is that there is a fairdd commitment to the One UN concept wit
the UN system in Viethnam. There is a realizatioat ttwalls” have to be broken down and th
attitudes towards cooperation have to change. Whddirst One Plan document was essentiall
set of individual agency’s contributions within ogever, thereis now good progress towal
harmonization and the setting common prioritiestfier UN system in Vietham.

At the same time, it is felt that — “despite akk ttalk about reform” -- there are indeed problems
implementing the One UN reform, but that these [emols have their root primarily in recalcitrand
on part of UN agencies at Headquarters level. The Ceader pillar of the reform program see
to be the most difficult part to implement. Donarre indeed questioning the commitment to
One UN concept at Headquarters. Government officiate that UNICEF and other agencies
retaining their own reporting systems and restsingpts at harmonization. Local initiatives towar
harmonization are sometimes blocked at Headqudetees

Sourcesinterviews with representatives of the donor camity and other officials.

384. The UN — both globally and in Vietham — is now regioning itself to increasingly focus on
policy advice and advocacy. This means it will & to Japan and a very limited number of bilateral
donors to fund the infrastructure and other investis Vietnam needs for its future development éut o
poverty. Even voices within the UN system questibrihis shift in UN assistance is what the
Government of Vietham wants, or if the UN systens b@e capacity to provide quality advice to a
fairly sophisticated Government. Will current siadf and funding levels still be required, or can
funding for the UN system be scaled back under tieiw approach? Are the values guiding UN'’s
assistance aligned with the priorities of the Vastese Government? How can we attribute future
development outcomes to the UN'’s advisory inpute®dile years of efforts, methodologies to assess
development outcomes are still in their infancy.




c. Trends and Structure in UN Expenditures

Overall expenditure trends

385. UN expenditure in Vietham has increased by, on ayer 10.8 percent annually in current
prices in recent years, resulting in an over 8@gmrincrease in overall expenditures in 2010 ¢ver
level in 2004. {able 6.1) While regular and other resources expendituree lggown only modestly,
expenditures funded by the One Plan Fund neapiettiover the 2008-2010 period. As a result, donor
contributions to the One Plan Fund provided Vietnath over 50 percent more in additional
resources over core and non-core contribution®i02

Table 6.1 - Trends in UN expenditures by type of fading, 2006-2010
US$ million, current prices

2004 2005 2006 2007 2008 2009 2010
Regular resources n/a n/a 17.1 19.7 17.2 20.4 20.0
Other resources n/a n/a 39.6 39.3 41.9 38.3 43.5
One Plan Fund - - - - 12.4 19.7 334
Total 52.5 58.9 56.7 58.9 715 78.3 96.9

Sources:UN. One Plan 2006-2010. One Plan Il funding framew2006-2010. Table A and Table B. UN Resident
Coordinators Office; UNFPA Vietnam.

386. As bilateral donors are reducing their presenc¥iginam resources available under the One
Plan Fund will fall. Thus, while US$98.3 million wavailable to Vietham under the One Plan Fund
for the 2007-2011 period, fund resources for 20Q262are expected not to exceed US$84 million.
This decline is likely to be associated with anréasing share of available resources going to UN
agencies with minimal activity in Vietnam.

387. According to one representative for the UN systdanors are happy with the One Fund since
this has reduced pressures from individual agerioresarmarked funds, or in the words of one donor,
“[Individual] UN agencies are no longer running and asking for money”. Resource mobilization is

now done from country level with bilateral dononrstt;ng money into the One Plan Fund instead of
making contributions to individual UN agencies. Tiession was also told that donor feels that the
One Fund mechanism has reduced competition amang@gdancies for funds. UN agencies are also
happy, since they no longer have to prepare prdgposalonors in order to raise funds. According to
one UN representative, “the One Plan Fund has @tatige dynamics within the UN system, with, in

particular, accountability for received allocationsw shifted down to the country offices of the

agencies.”

388. Generally, Vietham has good absorptive capacityh viunds usually used as they are made
available. UNFPA, for example, usually spends al88ipercent of the funds allocated for the year.
Vietnam sometimes gets additional [or supplemehtalfgcation from the regional pool when other
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countries (e.g. Pakistan) do not utilize their ediiton. Vietnam received a small, US$200,000
allocation, from this source in 2009. This allooatis at regional management’s discretion.

Interagency allocation

389. In terms of expenditure, UNDP and UNICEF are the tprincipal agencies in Vietnam,
together accounting for nearly half of total expé&me. UNDP alone accounts for a quarter of thaltot

spending of the UN system.

Table 6.2 - One Plan expenditure by agency and fuinty source, 2009

US$ million
Share of
Agency Source of expenditure total
One Plan expenditure
Regular Other Fund Total expenditure (%)
FAO 0.6 54 0.6 .6.6 8.4
ILO 0.4 4.9 0.2 55 7.0
UNAIDS 0.1 0.6 0.6 1.3 1.7
UNDP 6.6 6.4 5.8 18.8 24.9
UNESCO 0.2 0.6 0.4 1.2 1.6
UNFPA 3,9 1.3 2.4 7.6 9.7
UN-HABITAT 0.7 0.0 0.1 0.9 1.1
UNICEF 3,7 5.7 8.0 17.3 221
UNIDO 0.1 3.5 0.5 4.4 5.3
UNIFEM 0.4 0.4 - 0.8 1.0
UNODC 0.1 1.3 0.0 1.4 1.8
UNV 0.2 0.4 0.2 0.9 1.1
WHO 3,4 7.6 0.8 11.9 15.2
Grand total 20.4 38.3 19.7 78.3 100.0

Source UN. Resident Coordinator’s Office.

390. The UN Country Team, jointly with the Governmengcitles on the allocation of One Fund
resources among themes; although members of tharty group, donors are merely observers to this
process. In response to a mission question regatbenworkings of this mechanism, a donor country
representative stated that the internal resoutoeadion is a new issue for the UN system and “la@iot
painful process”, adding that “the One UN [in piple] forces the UN to tell agency “A” that we do
not need your participation since we are doing tdrh Allegedly, this new allocation process “is a
source of conflict among the organizations”. Onawis that small agencies now get a larger share of
total resources than before. As of today, a nunaberery small agencies — for example UNODC,
which is monitoring international conventions onugs. -- do have offices in Vietnam. The
representative of one donor country asked if thifeasonable”, implying a need for more seledtivit

in allocating One UN funds,
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391. Expenditures funded from earmarked resources aregverage, nearly twice the amount of
those funded by core allocations. Some smaller agenin particular, FAO, ILO and UNIDO, stand
out because of the imbalance between regular aner sesources expenditures. UNIDO, as one
example, spends 31 times more from earmarked reseuhan it spends out of core allocations. The
mission was told that the reason why donors, irtiqadar the Nordics, provide significant non-core
funding -- despite their concerns about rigiditesl administrative costs associated with this fogdi
mechanism -- is that “they want to make politidatesments” about priorities. Being main contribator
to UN organizations does not imply that countrieshsas the Nordics can set priorities for core letidg
expenditures; developing and other countries onatfency boards at Headquarters often have other
priorities. Ample earmarked funding can be seea a&y of “correcting” Headquarters priorities. The
data in Table 6.3 support these statements. The pronounced differér@tween other resources
allocation versus the priorities for the outcomesaa “environmental protection” and “reduced
vulnerability to natural disasters” according topemditure shares for regular and One Plan Fund
expenditures shown inable 6.4below also supports this interpretation.

Table 6.3 - Share of total expenditures by categorgf funding for selected UN agencies, 2009
Percent

Agency Regular Other One Plan
resources resources Fund

UNDP 32.2 16.8 294

UNICEF 17.9 14.8 40.6

FAO 31 14.0 3.1

ILO 1.8 12.9 0.9

UNIDO 0.3 9.3 2.7

Total expenditures  100.0 100.0 100.0

Source UN. Resident Coordinator’s Office.

392. The actual distribution of One Plan Fund resouine2009 between different outcome areas
differs markedly from the expenditure prioritiesdl@own in the One Plan Fundigble 6.4). At the
same time, the structure of expenditures in 20@@reerally close to the budgeted allocation inGine
Plan Fund. This raises issues regarding nifedlus operandof the One Plan Fund. One a priori
expectation is that budgeted and actual One Plaml Rdlocation of expenditures should be rather
close. Instead, the data Tmble 6.4 supports the interpretation that the role of thee ®@lan Fund is to
offset regular and other resources contributionsnigure that total expenditures are fairly aligneth
One Plan Fund and Government priorities. At theesaime, due to indivisibilities in expenditures,
changing disbursement patterns,., the structuexpénditures in 2009 may not be representativheof t
actual expenditure pattern during the whole 200892@eriod. Moreover, the fact that budgeted
contributions (US$403 million) were higher thatuwsdtexpenditures (US$362 million) may also have
contributed to the difference between budgetedaatahl expenditure patterns.
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Table 6.4 - One Plan budgeted expenditures 2006-ZDAnd actual expenditures by programme
outcome area Percentage shares)

One Actual expenditure 2009
Plan One
One Plan Outcome area budget Regular  Other Plan  Total
2006-10 resources resources Fund resources
Equitable and Inclusive Social
and Economic Policies, Plans 24 24.1 28.7 31.4 28.2
and Laws
Social and Protection Services 38.0 45.2 29.7 944. 37.6
Environmental Protection and
the Rational Management of 12.7 5.1 11.9 6.2 8.7
Natural and Cultural Resources
Accountable, Transparent and
Participatory Governance 12.9 20.0 10.2 10.9 13.0
Reduced Vulnerability to
Natural Disasters,
Communicable Diseases and 11.2 5.6 19.4 6.6 12.6
Other Emergencies
Total 100.0 100.0 100.0 100.0 100.0
Total expenditures
(US$ million) 403.3 20,4 38,3 19,7 78,3

Note Values in table are percentage share (excepliin@y. Number may not add up due to rounding.
Source Resident Coordinator’s office. Vietnam.

393. In response to a question regarding audits of ekpees, a donor representative commented
that members of the UN team in Vietnam are argton@ shift towards assessment of outcomes of the
joint actions of participating UN agencies insteddocusing on the outcome of individual agencies
actions. The same donor representative also stadédour country [which supports this UN paradigm
shift] no longer looks at the structure of expemaitby agency; what is being focused today is tesul
and outcome at country level. The main questiorayos “what difference can the UN make?”
Bringing up the issue of cost efficiency, the nossivas told that “we look at what outcome do we get
for this dollar amount. There is a new way of thmgk What result can the UN deliver if we give this
money?%® Issues about attribution or how to assess whélieedelivery is worth resources used were
not discussed in this context. However, the misgias told that one challenge is to get the number o
outcomes down from “100” today to a few key atttdhle indicators.

185 Most UN agencies bring in their own people for iementation of projects, which also make them nedht expensive.
One exception is IFAD that uses the government aidtnative system down to local level for implenagitn of projects.
The fairly competent local administration is onagen for the relatively limited role of NGOs in Yiam. At the same
time, working through the government system rathging foreign experts brought in especially for lempentation of
projects is also beneficial for the longer termtaimbility of development efforts.
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d. Expenditure trends and structure for selected UN agencies

UNDP

394. ResourcesUNDP’s income comes from three sources: (a) aondihg from Headquarters; (b)
non-core funding from donors; and (c) the One UMd=lAllocation received from the One Fund have
fluctuated significantly from US$6.9 million thest year to US$3.8 million the next year, the reaso
for these fluctuations being a combination of cleanon the size of the pool and changing allocation
criteria. Overall, UNDP received about US$32 miilim core funding for the 2006-2010 Plan. While
the Plan assumed about US$48 million (revised t8823nillion in 2007) in non-core funding, UNDP
actually received US$67.7 million.

395. Agreeing on allocation criteria for the One Plamé&unas been a contentious issue. According
to UNDP, current funding arrangements undermineirgahr planning.

396. ExpendituresTable 6.5below shows the trends in UNDP expenditures olerpast decade.
Total spending out of regular resources has begmant in current prices for the 2001-2005 and 2006
2010 plans, respectively, implying a significanbgrin real terms. At the same time, non-regular
resources (other resources and trust funds) haastyrdoubled, despite the UNDP’s strong preference
for core funding. Sundry non-core funds are endimganing that the UNDP will have to rely
increasingly on the One Plan Fund in the future.

Table 6.5 - UNDP expenditures by resources, 20014D
US$ million, current prices

Total Total
2001- 2006-
2005 2006 2007 2008 2009 2010 2010
Regular resources 31.8 5.7 5.9 5.7 6.6 7.8 31.8
Non-regular
resources 35.9 105 8.9 152 125 186 65.7
Total resources 67.7 16.2 148 209 190 265 975

Note Non-regular resources include trust funds and el income.

397. Table 6.6shows the breakdown of UNDP’s total expenditure2010. Thus, the table does not
separate expenditures for the Biennial Support Budgd programme assistance (“projects”). Other
Personnel expenses is the dominant cost categatrgtilh lower than one would expect, given that th
UNDP support generally has very little “brick an@mar” content. “General operating expenses” and
“Facilities and administration” account for relaly large parts (23.7 and 21.5 percent, respegjiél
programme expenditures. While the openness denavedtby the UNDP (and UNFPA) offices should
be lauded, a further disaggregation of these bregoknditure categories (with identification of
Biennial Support Budget costs and programme expamed) will be needed in a future study of UNDP
activities in Vietnam.
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Table 6.6 - UNDP regular and non-regular resourcesxpenditures 2010
000 USS$, current prices

Share of total

Budget category Expenditure expenditures (%)
Other personnel expenses 11,068 41.8
General operating expenses 6,264 23.7
Facilities and administration 5,691 215
Miscellaneous operating expenses 1,099 4.1
Salary costs, regular staff 929 3.5
Recurrent payroll cost, regular staff 366 1.4
Overhead expenses 316 1.2
Foreign exchange 245 0.9
Non-payroll staff cost — Regular 170 0.6
Salary and related costs — TA 156 0.6
Staff management costs — Regular staff 129 0.5
Costs related to retired staff 53 0.2
Total 26,485 100.0

Note: The table does not separate Biennial Support Bumtggts and programme expenditures.
Source UNDP

UNICEF

398. UNICEF/Vietnam receives around US$5.5 million ardlyum allocation for regular resources
from Headquarters. Allocation for regular programegenditures is based on criteria such as
population size, child mortality, etc. Limited paitthis allocation can be used to cover some suppo
budget expenditures for staff and rents, etc. Allmn for Biennial Support Budget expenses, at abou
US$3 million for a two-year period, has been comisfar several years. In the view of the Vietnam
office, allocations at current levels will not beoeigh to cover support budget expenditures fof.staf
The Vietnam office expects that some 60-65 percoérgtaffing costs will be covered from regular
programme resources in coming years.

399. In addition to allocations from Headquarters, thietvam office receives funding for other
expenditures via three channels: (i) directly frbifateral and private donors and foundations, and
national committees; (i) thematic funding indidgahrough bilateral/national committee contribunso

to these funds; (iii) and bilateral contributiomsthe local One Plan Fund. National committeeserais
about one-third of total core/non-core resourcesvéver, fund-raising is a two-way street -- UNICEF
also actively seeks additional funding.
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Table 6.7 - UNICEF expenditures by focus area, 2010

US$ million
Planned, Country Program Actual expenditures
Of which Of which
Regular  Other Total Regular Other
Total resources resources resources resources
Child survival
and development 5.638 1.139 4.499 5.525 0.816 4.709
Child protection 1.892 0.392 1.500 3.095 0.437 2.657
Education 2.048 0.448 1.600 3.189 0.420 2.769
Planning and
social policy 0.890 0.460 0.430 2.214 0.526 1.689
Provincial child-
friendly 6.901 0.901 6.000 4.721 0.665 4.056
program
Cross-sectoral 0.660 0.660 0 1.410 1.015 0.395
Total 18.029 4.000 14.029 20.154 3.879 16.275

Source UNICEF Vietnam.
400. The UNICEF/Vietnam office states that finds it telaly easy to mobilize funding.

401. Three main points stand out fromable 6.7 above. The first is the pronounced difference in
size between total regular and other resources neifpees, pointing to differences in priorities
between donors and UNICEF Headquart&tg.he second observation is that planned and outturn
regular resources is close, indicating predictgbdf regular expenditures. The third observat®that
overall UNICEF in Vietnam receives more contribugan the form of other resources than anticipated
in the agency Plan. The excess of actual over phéaned expenditure would have been significantly
higher had a US$2.2 million shortfall in earmarkexdding for the “Provincial Child-friendly program”
not materialized.

UNFPA

402. Resources UNFPA Headquarters uses a formula with specifiterga for allocating funds
among countries. Headquarters is very strict alibat application of the formula. Allocation to

18 The difference can also be interpreted as UNICBF&etting of donor earmarked funds by withdranfiegular funds.
If latter holds, then the whole point of earmarkisdost as donors positive contribution is neigrd by a corresponding
withdrawal of regular funding. UN priorities are nimit donors extra efforts do not have any impact.
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countries is done twice per year. Country offices @n indicative number for expenditure during the
coming year in November/December. Following a Headigrs mid-year review of disbursement
performance, a supplementary allocation is madmtmtry offices (subject to timely use of allocated
funds).

403. UNFPA/Vietnam usually gets around US$20 milliorrégular resources from Headquarters for
the five year programme period, or US$4 million pear. In 2009/2010, UNFPA/Vietnam mobilized
US$3.5 million of other resources. UNFPA startedyéd funding from the One Plan Fund in 2008.
Allocation from the fund was US$2.5 million in 20@8d US$2.6 million in 2010. Annual allocations
are largely in line with previous years’ fundinfithe mid-year review of implementation performance
shows that UNFPA has fully used its allocation,ntithe office will get the same amount for
programme resources the next year.

404. Two items stand out from a comparison of UNFPA fagand other resources expenditures
(Table 2.9. One is that the overall amount of regular arftepiexpenditures is of broadly the same
magnitude, in contrast to e.g. UNICEF, in whichecasher expenditures are more than four times
higher regular expenditures. The second observagothat the structure of regular and other
expenditures is similar, which can be interpretedaign that UNFPA institutional priorities and th
priorities reflected in individual donors’ aggregatbontributions are broadly identical.

405. Several individual cost items stand out. Trainiag@overnment counterparts accounts for over
one fifth of total expenditures. Roughly ten petc@ar more than US$900,000) of total programme
cost is for local consultants; this implies thamigbly 50 locals are employed on UNFPA projects as
consultants rather than as staff. The term “sesVid®es not reveal much about the use of some 17
percent of total UNFPA expenditures. The high céstdravel (nearly one million dollars) also stand
out, in particular since travel costs reported urttle support budget (about US$10,000 in 2010) is
minuscule in comparison. The expenditures for payned training of UNFPA staff charged to the
programme budget appear at odd with other infownagiathered by the mission. Nearly half a million
US$ was spent on workshops and conferences; eveatloer excessive assumptions regarding costs,
this implies over 900 participant?’

87 An airline ticket Ho Chi Minh City Hanoi round-riis about US$ 425; assuming Washington DC hotebkréUS$ 150)
and typical per diem (US$ 75), this comes to ahifs$ 950 per participant.
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Table 6.8 UNFPA programme expenditures by detailedost categories, 2010

Expenditure (000 US$)

Share of total (%)

Regular
resources resources resources

Other

Total

Regular
resources resources resources

Other

Total

Audit service 2.0 6.0 8.0 0.0 0.1 0.1
Contribution to UN

activities 20.0 - 20.0 0.5 - 0.2
Equipment 263.5 414.3 677.8 6.6 10.0 8.4
Exchange rate

gain/|oss 40.5 42.1 82.9 1.0 1.0 1.0
Training for

Government

counterparts 935.3 835.2 1,770.4 234 20.3 21.8
Indirect costs - 264.7 264.7 0.0 6.4 3.3
International

consultants 89.7 148.3 238.0 2.2 3.6 2.9
Local consultants 490.3 436.6 926.9 12.3 10.6 11.4
Publication 154.6 37.7 192,302 3.9 0.9 2.4
Salary for project staff 279.6 143.2 422.8 7.0 35 5.2
Services 634.8 753.5 1,387.6 15.9 18.3 17.1
Travel 436.9 558.4 995.2 11.0 135 12.3
UN service (inclusive

UN common service 7.0 6.4 13.4 0.2 0.2 0.2
budget

Payroll for UNFPA

staff (including staff 408.9 218.9 627.8 10.3 5.3 7.7
retreat)

Training for UNFPA 23.8 115 35.3 0.6 0.3 0.4
staff

Conferences/workshop 202.4 245.5 447.9 5.1 6.0 5.5
Total 3,988.4 4,122.3 8,110.7 100.0 100.0 100.0

Source UNFPA. Viethnam

UNHCR

406. Budget processUNHCR differs from other UN agencies by being oong-year budget cycle.
The Vietnamese office submits a Country OperatidanPto Headquarters in April. After

reviewing/modifying the proposal, Headquarters @ns it to donors in October, and, based on
contributions, then prepares a tentative budgethifercoming year. This budget is fixed in November.
After the budget is known, the Viethamese offiatstto talk to implementing partners.

407. Expenditures. UNHCR expenditures in Vietham have shown largettlations over the years.
When Vietnam had the boat refugees in the 199Qsrees would be US$10-50 million per year and
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the office had a staff of up to 100 people. Tofmmtional expenditures today amount to US$500,000
to US$1 million. They are funded from earmarkesbreces from the USA and the EU.

Box 6.3 - UNHCR in Vietnam

UNHCR was the first UN agency to enter Vietham iarbh 1975. “Refugees”, however, is not
popular concept with the Vietnamese GovernmentthedJNHCR is not a favored UN agency
Vietnam. Reportedly, UNHCR, on its part, is critiohthe Government.

The reason for this strained relation can be empthiin a geographical context and the fact t
(political) refugees most likely would come fromigtgboring countries such as China and La

Recognizing and sheltering such refugees wouldele@ s1s taking a political stance against th
countries and could be seen as creating “instgbildence, to ensure good cooperation with ot
countries as well as between the Government andUtiesystem, UNHCR is not an offici
member of the UN family in Vietnam. If UNHCR wasrember, then its mandate would have to
written into the One UN concept, which the Governteould not like. One aspect of this stance
that UNDP and UNICEF “will not touch anything calleefugee”.

e. Expenditure structure for selected UN projects

408. The mission received a comprehensive list of UNjgmts in Vietham. The mission also

received a detailed account of expenditures for tiid-funded projects and currently being

implemented by Government agencies (Tables 6.9A6a01). As is to be expected for this category of
projects, most of the expenditures for the UNFP&ipport to the General Office for Population and
Family Planning are staff-related expenditures (&®.A).

409. Without a special study of family planning actiesi it is difficult to assess if, for example, the
share (over one fifth) of total costs going to @ehces and workshops is appropriate. A future
evaluation of this project may also focus on the oé the over US$200,000 for daily subsistence
allowance.




Table 6.9.A Expenditures for UNFPA-supported projet to General Office for Population and

Family Planning, 2010

Cost category

Expenditures

Local consultants

Salary for project personnel
Air and land travel

Daily subsistence allowance
Research

Communication services
Misc. supplies and translation services
Printing and publication
Training for counterparts
Conferences/workshops
Indirect costs

Total expenditures

US dollar Percentage share
124,389 13.3
33,677 3.6
74,517 7.9
203,153 21.6
27,816 3.0
97,238 10.4
24,554 2.6
28,298 3.0
93,971 10.0
204,756 21.8
26,241 2.8
938,612 100.0

Source UN Resident Coordinator’s office. Vietnam.

410. The mission received detailed information also dar ILO-funded project in the Ministry of
Labour, Invalids and Social Affairs. “Implementiagtivities” account for over Euro one million ofth
Euro 2.5 million in total expenditures for the mdj (Table 6.9.B). This presentation demonstrates t
mounting difficulties monitoring cost efficiency oJN projects as its agencies moves to an
outcome/output-oriented accounting of expenditdfesBesides methodological difficulties of
attributing the impact of UN-funded projects aloties move to outcome-oriented presentation appears
less meaningful in the case of the UN since itsnegs are typically small in terms of funding
compounded; thus, outcomes are essentially dugdoventions by other, larger donors.

18 |LO is not part of the study. The reason for imthg the information above in this study is to pdmdifficulties as the
UN system moves to results- and outcome orient@géting (still in its infancy in UN organizationdespite more than a

decade of development efforts).
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Table 6.9.B Budget for ILO-funded project implemened by the Ministry of Labour, Invalids and
Social Affairs aimed at building capacity for elimnation of worst cases of child labour

Cost % total

Category (Euro) cost

Personnel 881,405 35.3

Administrative costs 176,302 7.1

Mid-term review and final evaluation 97,817 3.9

Cost of implementing activities

Objective 1
Output 1.1 National database on child labourlalsée and used 92,610 3.7
Output 1.2 Basic surveys in the main provincespablished 68,600 2.7
Output 1.3 Studies on child labour in detailetdd$ are implemented 34,300 1.4
Objective 2
Output 2.1 Law and policies relevant to childdab are reviewed, updated and

harmonized 44,590 1.8
Output 2.2 National capacity on the supervisiod @valuation of child labour is

strengthened 41,160 1.6
Output 2.3 Nation Action Plan on elimination dktworst forms of child labour is

built 34,300 14
Output 2.4 Campaigns on national awareness ggisie promoted 54,880 2.2
Output 2.5 Officers of implementing agenciesteaged on child labour and its worst

forms 24,010 1.0
Objective 3
Output 3.1 Improved capacity of implementing pars on Design, Supervision and

Evaluation of Child Labour Project 24,010 1.0
Output 3.2 The supervision system of child labouthe community is implemented

at selected local regions. 61,740 2.5

Output 3.3 Around 5,000 child workers being ereghgr at risks of engaging in the

worst forms of child labour will be withdrawn fromorking places and/or directed

towards education aid (including skills training,aippropriate) together with other

assistance services; children withdrawn will beistsd with rehabilitation and

community reintegration. 538,013 21.5
Output 3.4 About 300 teachers of high schoolational schools will be trained on

application of pilot programs such as “Business \iedge” and “Education and

Vocational Training” 34,300 1.4
Output 3.5 Integrated models at the local leae¢sre-applied. 34,300 1.4

Total cost of implementing activities 1,086,813 435

Total 1+2+3+4 2,242,337

Cost of administration and management (8.5%) 173,429 6.9

Preparation for inflation 84,228 34

Gross total 2,500,000 100.0

Source Government of Vietnam. Ministry of Labour, Invddi and Social Affairs
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f. The UN system’s move to a policy advocacy and advisory role

411. The UN systems move towards a policy advocacy andary, away from providing physical
inputs, came up in several meetings. UNICEF st#iedVietnam office will eliminate 20 percent of
current staff positions by 2012 due to the combimapiact of reduced donor funding and restructuring
of staff to get the competences required for at dhifprovision of advisory services. Some 10-15
percent of these staff may reapply if they haveréwgiired skills for the new positions. UNICEF “doe
not know if any other UN agency going through thme process**® UNDP informed the mission that
as it refocuses its activities on policy advices 8hare of personnel costs in total expenditurdls wi
increase.

Box 4 - Denmark — An alternative approach to bilateal support

Denmark is not part of the UN One initiative. Iresle Denmark supports the UN through cq
funding/grants to and policy dialogue with agenoyaHquarters. In the dialogue with the agenc
Denmark encourages them to reform their countrglleperations. The reason for this approac
that Denmark does not believe it can provide vadded by getting involved in dialogue at t
country level. As a policy, Denmark does not gieatore funding, but has, in specific cases, gi
thematic funding for humanitarian purposes. Careding is for development.

Denmark’s mission to the UN in New York monitordagvaluates funded agencies at Headqua
level. The Embassy in Vietnam does not monitoruglitthow UN agencies use their funds; for this
relies on the UN system. However, the Danish Empias¥ietnam provides “input” to the mission i
New York regarding how UN agencies are perceivediainam.

Source Interviews with donor agencies and independesdllobservers.

412. Both UN and donor representatives expressed scapticegarding UN’s ability to provide
quality policy advice to the sophisticated Vietnam&overnment. One exception is UNDP, which was
singled out as an agency that does provide goadypatlvice. One donor official stated that “The UN
system also has capacity to provide good policycadat village and local level in Vietnam, [but} it
capacity to provide useful advice at national |evelnot assured. To live up to its ambitions, UN
agencies could also consider different businessetaptbr example, prioritizing based on comparative
advantage or outsourcing specialized short-ternpaipIn addition, with limited resources, in the
words of one donor representative the “UN agenb@#e to be very good to be able to make a
difference”.

189 1n 2008, UNICEF/Vietnam embarked on an analysistoldren’s situation in Vietnam. Very large resces were put
into preparing, revising and rewriting (more thatirdes) the more than 300 pages document, onlgédtsbeing blocked
and heavily diluted in the last minute becausentdrivention by the Ministry of Planning and Investrihdue to “’sensitive
content”. The experience “sheds light on the spedhallenges that may arise in certain contexterwthe UNICEF
attempts to adhere to its core role of advocate larmvledge ‘leader’ in children”. Summary from Yfiam Country
Office: Annual Report 2010.
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g. Vietnamese and UN Planning and budgeting

Government Planning

413. Vietnam’s socio-economic development policies aver medium term are guided by its five
year socio-economic Plans. The just completed ®IlaB006-2010 is a fairly comprehensive document
that lies out actions aimed at “creating the fouiotas to make [Vietham] basically become a modern
industrial economy by 2020”. Policies to reach, édsample, economic, social environmental, regional
and institutional targets are spelled out in gosgthil. The document is interesting for its opesnes
the analysis of political and socio-economic weakes. A main shortcoming of the Plan is that itsdoe
not identify clear prioritie$®

414. This lack of prioritization in the Viethamese dey@inent plan has ramifications for the use of
donor grants. As an example shared with the missiomne donor offers earmarked fund for
development of small and medium-scale enterpriseleiua UN program, the government readily
accepts the offer, despite the fact there may be magportant, unfunded priorities.

415. The National Social and Economic Development Pteir2011-2015 is expected to be approved
later in 2011, after the formation of a new Parkamfollowing the Party Congress and elections.

UN planning and budgeting

416. Table 6.10highlights the discrepancy between total budgeted actual resources for 2008
under the One Plan. While the budgeted increasegular resources in 2008 is relatively modest (6.3
percent) compared to 2007, the One Plan budgetressthat other resources in 2008 will be more
than double the 2007 level of US$39.2 million. Theesis for this assumption is not documented. A
comparison of budgeted other resources of US$7dli®magainst realized contributions of the more
modest sum of US$53.6 million in 2008 indicatesdeguacies in the One Plan budget process. The
assumed availability of other resources in the ®f@n budget for 2009 and 2010 is similarly
“optimistic”.

417. Another feature of the UN budgeting process isdisparities in allocation between different
agencies allocations — in particular the extrentatge increases in percentage terms awarded smaller
agencies -- for 2008-2010 (Phase Il) compared tisahallocation 2004-2001B0x 6.5. The mission’s
attempts at getting an understanding for the ratefor the proposed structure of changes in mgetin
with officials from the UN as well as the donor aomomity were unsuccessful, with officials generally
claiming insufficient knowledge of the table or mitectly responding to the isstié.

10 The Socialist Republic of Vietham. The Five Yeaci®-economic development plan 2006-2010.

91 One UN agency representative claimed no knowleddee table, despite its inclusion in the One Riaoument.

Table 1l in the One Plan documents the followingps in preparing the proposed increases in altotdior the different

agencies: (1) Average annual allocation 2004-200&éch agency is calculated; (2) a hypothetidatation, assuming a
50 percent increase across the board for all agenis calculated, (apparently) to serve as a ‘treack”; (3) proposed
allocations in dollar terms for each agency for 22010 are presented, but without any explanatiothe rationale for

191



Table 6.10 One Plan Fund actual and budgeted resoees for the UN system, 2007-2008
US$ million, current prices

Actual 2007 Budgeted for 2008 Actual 2008
Regular Other Regular Other Regular Other
resources resources resources resources resources resources
19.7 39.2 21.2 79.6 17.2 53.9

Source One Plan Il estimates.

418. A possible explanation is that the increases imifug for 2008-2010 awarded some agencies is
related to the expansion from the six “founding’eages for One UN to today’'s 14 participating
agencies at the start of Phase Il of the One UNs &kplanation is consistent with the view exprdsse
by independent, seasoned observers in Hanoi teasrtfaller UN agencies had to receive a financial
incentive to get them onboard the UN One initiati&kecording to these observers, the UN — not being
subject to hard budget constraints -- has not gatnk to set priorities. Instead, getting more fogd
and doing more projects remains a key objectivestivdr these projects contribute to a better life fo
the Vietnamese in the longer term is not demoredraDne observer expressed the view that if the
budget process under the One UN fails to allocageurces according to One Plan (and, by extension,
Government) priorities, donors will need to consithe option of funding specific outcom&s.

these proposals; and (4) the implied increase mcgmage terms for 2008-2010 over actual allocaion4 -2007 is
calculated for each agencydx 6.5.

192t is worth adding that one bilateral donor — thatmally not even hints at critical views regaglthe UN system — in a
meeting with the mission questioned the cost dffeness of some of the smaller UN agencies’ presémcVietnam,

specifically mentioning agencies being present igaiar the purpose of monitoring adherence to sdniernational

conventions.
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Box 6.5 - Proposed allocation for UN agencies 200682010

The table below shows the proposed expenditureatltins for participating UN agencies for t
Phase Il period of the One Plan. The proposalterésting from two perspectives: (i) most
agencies and donors confessed ignorance of the dddpite the fact that it is part of the One P,
document; and (ii) the extremely large increasealliocation for several smaller UN agenci
compared to actual allocation over the 2004-20@bking at realized increases (by compar
with actual allocation for 2009 according to TaRl2 above), funding for UNIDO nearly doubld
during the two years 2007-2009, while allocationlf® increased by 50 percent.

A UN representative stated that the increasedacation do not represent priorities; instead ”
should focus on the absolute numbers in new On& RAdnich is not yet out]. However, the sa
official also pointed out that there “will be morebust One Plan Fund allocation criteria in t
future”. One Government official suggested that ib@son for the big increases in allocation
small agencies was that they saw the money in théde program, adding “once onboard, t
have been slow to reform.”

It's hard to establish that these large increasespaoposed in order to align UN expendit
pattern with Government priorities. Instead numbéarsthe table are consistent with t
interpretation that several smaller agencies hdthedbought” to get them on-board the One
initiative. This points to a gap between the staeghose of One UN and reality.

Actual size of _ _ _
Agency program/allocation in 2007 Proposed increase in allocation
(US$ miIIion) 2008-2010 over 2004-2007 (%)
FAO 7.1 11.8
IFAD 0 -47.8
ILO 3.3 194.7
UNAIDS 0.9 131.9
UNDP 15.0 34.4
UNESCO 1.3 90.7
UNFPA 6.1 0.1
UNHABITAT 0.6 67.2
UNICEF 12.9 75.0
UNIDO 1.9 248.3
UNIFEM 0.1 418.7
UNODC 0.9 145.4
UNV 0.8 125.6
WHO 7.9 115.7
Total 58.9

Source UN One Plan 2006-2010.




Alignment of Government and UN planning cycles

419. As mentioned above, currently under consideratibhe National Social and Economic
Development Plan for 2011-2015 is expected to Ipecyed later in 2011, after the formation of a new
Parliament following the Party Congress and elestioThe UN One Plan 2006-2010 has been
extended through 2011 to align the UN planningeyeith the Government's plannifd®

420. The proposed increases in allocation in funding floe different agencies support the
Government’s claim that UN system is not yet aliynvéth Vietnam’s development priorities. The
issue of alignment between Government and UN piesrivas discussed in several meetings. In the
case of UNFPA, the mission was told that “priostiare absolutely aligned with those in the
Government’s Five Year Plan”, adding that the UNtem is now looking at what each individual
agency can do to support Vietnam’s developmentrifige based on each agency's comparative
advantage.

421. The process of harmonizing Government and UN pigsriwas also discussed. From the UN
perspective the alignment process was describ&slaws: (i) Each ministry prepares a list of prigr
projects, which is (ii) sent to the Ministry of Rlang and Investment (MPI). Based on this list, the
Ministry (iii) prepares a list of national prioss. This latter list is (iv) sent to the UN for @ling.
Since the UN One Fund has limited resources, () pnority projects get funding. This ensures that
UN and Government priorities are aligned. The Mmi®f Agriculture and Rural Development stated
that working groups have been formed to work ouhmmn priorities, sector by sector, as part of the
preparation of the Government’s new five-year plan.

422. According to some of the experts interviewed, thev&nment still accepts low-priority
projects proposed by donors and funded by earmarksdurces. Bringing up this issue, one
Government official responded that, because ofdimt Government-donor working groups, Vietnam
“no longer gets lots of offers for earmarked, lowepty projects”. Another Government official, ask

to comment on a hypothetical case where a dongroses a human rights project, stated that “the
Government may accept the proposal since humatsnghay be a priority in the future”.

h. Current cost recovery practices for program activities funded through core
and non-core revenue streams

423. UN intra-agency cost issueCost recovery is a highly contentious issue withie UN system,
normally cast as a claim by UN agencies that thet ©d implementing programmes funded by
earmarked resources is “subsidized” by their regrdaources. Another dimension to this issue, not
reflected in official documents used for the agesityies, is the debate regarding the “fair” spiithe
surcharge on earmarked funds between Headquangsoantry offices within UN agencies.

19 The Government's new Plan is expected to be retedater during 2011, thus, information regardirayernment
priorities was not available at the time of prefiaraof the new UN medium-term program. To aligrthmovernment
priorities, the new UN programme will therefore ffisom 2012.
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424. The cost for local office staff (mainly officersjeacovered by the Biennial Support Budget as
approved by the Executive Board of respective agembe Support Budget, in turn, is funded by
donor contributions to the agencies’ regular resesir These officers spend part of their time waykin
on projects, including projects funded by earmar&tter resources. When they do field visits, costs
are charged to the project. However, agency reptaees interviewed by the mission generally
claimed that “this charge for support for projeapiementation is insufficient”. One UN officer stdt
that “the 60 percent of my time spent on a profgciot charged to the project”. In assessing thddu
supervision, etc. of projects impose on countryceffstaff, it is useful to keep in mind that UNFPA
currently has 14 projects under implementation,JevRAO and UNICEF both have 22 projects under
implementation in Vietnam. On a very rough estimagarly half of all projects being implemented by
UN agencies may be funded by earmarked, other ressij*

425. The larger UN agencies were unison in their claiat they are not fairly compensated for the
work spent on the administration of projects fungcearmarked resourcES.The representative for
one UN agency stated that “salaries for staff wagkon projects are not covered by additional
resources for the support budget. [The Viethanteffgets nothing out of the 7 percent cost recovery
imposed on earmarked funding; it all goes to NewkY@s things stand today, the local office has to
dip into core resources to cover cost for admiaigin of projects funded from other resources or
thematic funds.” As an example, it was mentioneat ih Norway provides bilateral funding for a
project in Vietham — and Headquarters takes itertgnt share — then the Vietnam office has to ask
Norway and Headquarters “for another 7 percentigecour administrative costs for the project” (in
which case only 86 percent would be left for progmee expenditures). According to this UN
representative, “if this request if approved, astepart of the staff cost for the project would be
covered.*®

426. Another UN agency representative also voiced eysdtbng concerns about burden sharing
between Headquarters and the Vietnamese officeengare that the mission did not miss the point, it
was emphasized that the current policy of shaiegcost recovery resources with local offices ‘fis o
paper.” Another dimension to this cost sharingesisuthat it is seems to be guided by ad hoc desi
rather than following codified principles. Eviderfoe this is that the Headquarters for the ageraeg
the Vietnam office US$30,000 and US$70,000 in 2808 2009, respectively, to compensate for the
costs of administration of donor-funded earmarkegjegts, but gave nothing to the Vietnam office in

194 According to Table 2.1, other resources accourdfopercent of total UN expenditures in Vietnam.

195 UNHCR follows the 7 percent rate agreed with othgencies. There is no discussion regarding the afpthis rate

between Headquarters and the country office. NG@sat part of this study. However, the mission wdermed that

domestic NGOs charge 10 percent for implementingpddjects.

1% Theoretically, the cost recovery is returned te ¢ountry office, to an extent, by funding the @llecore ‘pot’ at HQ

level (Regular Resources). The extent of thisugho is based on the distribution formula of reguésources, which may
actually create ‘subsidies’ from higher income doies, to the least developed ones. In any cdsks, mot clear or

transparent how the recovery is used and/or reuiméne country office.

According to project documentation shared by atditd donor, UNICEF charged the project 11 peréentost recovery.
It is not clear from the document if this chargéisddition to the harmonized 7 percent leviedNICEF Headquarters.
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2010. The mission was reminded that most of theldmurfor handling projects funded by other
resources falls on the local office. In the case/@tnam, the local office of this agency has two
officers dealing with the administration of earmeakunds.

427. A third UN representative informed the mission tliahe Vietham office gets more non-core
funding, then the extra administrative costs areped by splitting the 7 percent harmonized suighar
in the proportions 5 percent to the local Vietnaffice and 2 percent to Headquarters. However, the
Headquarters of this agency wants to increasehdsesof the charge. The Viethamese office of this
agency also imposes additional charges for proogssig. pay checks for employees working on
projects. The charges are defined as absolute aspenaction. The mission was told “these charges
are rather small”. Interestingly, this informatismot given in official documents.

428. As to solutions to this issue, it was suggestet tba-core funding could work if local offices
were fairly compensated by allowing them to levjea on earmarked and thematic funds to cover
administrative costs. In the case of one UN agetiny, mission was informed that this agency’'s
Headquarters has announced a “simplified (harmdhipelicy for compensating country offices for
administrative costs for implementing project fuddey earmarked contributions. A study of cost
classification is being carried out in this conte®he issue is to clarify what percentage of thieie
staff funded by the Biennial Support Budget spamagroject implementation. Starting January 2012 a
new policy under which local offices will be comgated for time spent on managing projects will
come into effect?’

429. Bringing up the issue about support cost chargghemmeetings with Government ministries
disclosed that the agreement of using a harmomniost recovery rate of seven percent is far from
applied by the UN agencies. The Ministry of Agricwmé and Rural Development informed that the
different rates charged by UN agencies (for examph 12 percent, WHO 10 percent, and UNDP 7
percent) impose a very heavy administrative buethe Ministry. Pressures to harmonize these rates
have not met with any success thus far. The Ministipes that the One UN will result in one ratee Th
Ministry of Labour, Invalids and Social Affairs std that ILO charges 8.5 percent to cover its
administrative costs for implementation of projedisis rate -- higher than the 7 percent rate gdlyer
used by e.g. UNDP -- cannot be negotiated. Theoreaised for ILO’s demand for a higher rate is that
ILO (in contrast to e.g. UNDP) does not have ovaifsh Vietham and that the costs for recruitmeint o
project staff and other administrative complexitiegke ILO projects more expensive to implement.

430. Biennial Support Budget cost structure Table 6.11shows actual Biennial Support Budget
expenditures for UNFPA in 2010. Payroll costs actdor roughly 85 percent of total costs. This
being an administrative budget, a high share fogrglacosts is to be expected. Four internationally
recruited staff account for close to 60 percertbtdl costs. The cost for travel appears very kaking
into account the presence of internationally reéecustaff on the payroll. It is unclear if the highare

97 No further details on how this new compensatiolicgawill be funded — by increasing the standardiZepercent rate, or
by formalizing a split of it between Headquartensl éocal offices -- were given. No mentioning ofndo backing for such
a policy change was made.
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of travel costs in programme expenditures (5ekle 6.8 above) bears any relation to the UNFPA'’s
extremely low expenditures on travel under the suppudget.

Table 6.11 - UNFPA. Biennial Support Budget actua¢xpenditures, 2010

Expenditure category US$ million Share of total (%)
International posts 513,192 59.3
Local posts 219,971 25.4
Of which
National professional 140,116 16.2
General service staff 79,854 9.2
Total payroll expenditures 733,163 84.7
Operational costs 42,658 4.9
Of which
Information technology 9,920
equipment
Supplies 4,260
Miscellaneous expenditures 11,781
Travel 1,491 0.2
Hospitality 1,500 0.2
Mandatory costs 87,187 10.1
Total 865,999 100.0

Source UN Vietnam. Resident Coordinator’s Office.

431. Table 6.12gives expenditures according to the proposed Bar8upport Budget for UNICEF

in 2012. Compared to UNFPA, UNICEF shows a highecentage share for payroll costs, with over
90 percent of total expenditures being payroll €dfshon-posts costs (overtime and short term cdri
staff) are included. Looking at individual expemdé items, while payroll costs for the Resident
Representative is about the same in UNICEF and UN&Pabout US$330,000 per year including
benefits, next-in-rank officers (3 in total) in UBEF are about twice as well-paid in UNICEF as in
UNFPA. 1°® Both UNFPA and UNICEF spend limited amount on liadip/. While the UNFPA is a
little higher than UNICEF in terms of support butg®sts as a share of total expenditures, the
difference is not significant, given the UNFPA’sMer volume of expenditures (Table 3.16).

¥ In a comment to the current report, UNICEF notest t/NICEF, due to its relative size, complexitpddnternational

nature, relies more on international expertise¢tose functions.
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Table 6.12 - UNICEF. Proposed Biennial Support Budet for 2012

Expenditure category US$ million Share of total (%)
International posts 1,061,652 65.0
Local posts 392,857 24.0
Of which
National professional 165,333 10.1
General service staff 227,524 13.9
Total payroll expenditures 1,454,509 89.0
Non-Posts Payroll costs 26,289 1.6
Travel 23,388 1.4
Operating costs 107,478 6.6
Of which
Contractual services 2,000
Rental and maintenance 79,600 4.9
Rental furniture/equipment 5,000
Communications 20,000
Hospitality 878
Furniture and equipment 22,056 1.4
Fixtures 2,000
Office equipment 8,500
Computer hardware 10,556
Communications equipment 1,000
Total 1,633,720

Note The proposed 2011 Biennial Support Budget co2&k2-2013. The table above shows proposed expeeslifor
2012 only. Non-post expenditures refers to coste¥ertime and short-term clerical staff.
Source:UN Vietnam. Resident Coordinator’s Office.

198



Table 6.13 - Interagency comparison of overhead dssas share of total expenditures
US$ million

UNFPA UNICEF
Biennial Support Budget 0.866 1.633
Total expenditures 7.593 17.304

Biennial Support Budget costs as share
of total expenditures (%) 11.4 9.4

Note Support budget expenditures for UNFPA are aalatd, those for UNICEF are estimates for 2012.
SourcesTable 2.2, 210 and 2.11

i. Assessment of the Quality of Current Financial Data, Compilation Practices,
Instrument, Procedures and Reporting Practices

432. Procurement Prior to the One UN reform program, each UN agdrad its own procurement
guidelines. According to information given in theeating with Ministry of Finance officials,
procurement regulations within the UN system hagenbharmonized as part of the program. The
general rule is that funding and implementing agenbave to follow Viethamese Bidding Law and
procurement regulations. This rule also applieprnjects implemented by NGGY However, if
donors request for the use of procurement ruléferdnt from Vietnam’s laws and regulations, and as
prescribed in international agreements, the dohail e allowed to apply the relevant provisions.
UNFPA, for example, follows Government rules in tiase of national implementation, but adheres to
UN regulations when implementing own projects. He former case, the UNFPA provides quarterly
cash advances to the Government ministry or othptementing partner as agreed in an annual work
program in accordance with UN rul@s.

433. Additional details on the procurement process vgaren in the meetings with the Ministries of
Finance and Labour, Invalids and Social Affairspectively. Thus, in the case of small projectsuga
less than US$2,500), procuring Government agensyttiaolicit bids from at least three suppliers.
Firms “qualified to bid are well known in Hanoi.ii these cases, the procuring ministry will selbet t
winner directly. Small projects, however, accownrtrio more than 5 — 10 percent of total procurement

434. In the case of contracts for large projects that iarthe Government’s development Plan,
procurement follows guidelines agreed between tlwe@Giment and concerned UN agency. The
Ministry of Planning and Investment checks if doewms are in accordance with Viethamese law. The

199 Ministry of Finance. General government rulesgoocurement and audit under donor funded developpregrammes
and projects are laid down in Circular No 225/201M0BTC. Guiding the State Financial Management Aqgiile to
Foreign Non-Refundable Aid within the State Budgevenues. Ha Noi, 31 December 2010.

20 1n the meeting with the UNHCR, the mission wainfed that UNHCR does little procurement in Vietndndoes,
however, fund the construction of lots of schodla aost of about US$ 100,000 each of which theeBawent contributes
some 25 - 50 percent. Contracts for the construatfothe schools are signed with local governméntsccordance with
Viethamese law.
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implementing ministry has to publish the tendethree newspapers. In addition, the ministry can als
approach known suppliers directly. A joint GovermtigN committee reviews the bids and proposes
the winner based on three selection criteria: Xgedaence; (b) compliance with technical requiretaen
of the project; and (c) price. The committee’s e has to be approved by implementing minisfry. |
the project costs more than VND 500 million (ab&i$$25,000), the Ministry of Planning and
Investment has to give final approval; in the dasests less than VND 500 million, the implemeagtin
ministry can go ahead with the project.

435. The mission was reminded that as the UN system sowere and more towards policy
dialogue, there will be less money spent on praoerg of goods. The impact on services will depend
on the extent to which there are outsourced.

436. Audit. According to Government regulations, audits ohalefunded projects shall be carried
out based on international standards and the $petipulations laid down in the project document
agreed with the donor. In the absence of an agmenegarding selection of auditors, the “State
Auditor shall conduct the audit®*

437. Wherever the project document does not specifyuieeof the State Auditor, the donor or the
benefitting ministry shall hire independent auditoto conduct the audit in accordance with
international conventions. According to the Minystrf Finance, the UN agency hires the firm to de th
audit. UNFPA, for example, uses KPMG to carry audits. 80 percent of the engaged audit companies
are foreign. The Ministry receives a copy of thaitar's report. UNHCR uses a domestic audit
bureau?®?

438. The frequency of audits depends on the country lgsikel and implementation modality.
Projects implemented by the Government are auditebnnections with the mid-term review and at
the end of the project. In the case of projectslemented by UN agencies in high risk countries,
projects are audited 2-3 times per year; in lok-asuntries, there is an annual audit.

439. The mission was told by the Ministry of Financettlaaidit results for donor projects are
“generally good”, with auditors usually concludirigat the findings are “not significant”. This
statement was supported by the “unqualified” resithe UNFPA audit for 2006-2008.

440. UNFPA already applies the International Public 8edAccounting Standards (IPSAS) in
Vietnam. The move to IPSAS is expected to be cote@lby 2012.

21 Opservers with many significant experience in Neh expressed cynicism about UN accounting, clajrttiat the “UN
does accounting tricks to hide overhead” and thathiureaucracy is geared towards hiding the coatwofinistration” and
that” people are put under project accounts to bas.” A seasoned observer in Hanoi noted tteré& are not too many
UNDP projects in Vietnam. So how does the UNDPthseoughly US$ 19 million it spent in 2009?”

292 An interesting side comment made in the meetinigs the UNHCR is that “UNHCR knows where its paftioe money
goes, but does the Government know its part?”
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441. The mission brought up donor monitoring and aufifirojects implemented by UN agencies in
meetings with bilateral donors. The general impogs$rom these discussions is that donors take a
hands-off approach to financial aspects of UN imm@atation of projects. DFID does not audit at
project level for the reason that it does not wemimicro-manage or check UN compliance, but
“understands” that UN has independent auditors. él@n DFID receives financial and audit reports
from UN agency Headquarters. The mission was afowmed that there was “a big battle last year”
about monitoring of UN projects, and that “at thed eof the day it was agreed that donors should
monitor by result/outcomes.” However, this leadsh® problem of attribution. A donor representative
mentioned “they get reports from the UN when prigjdtad been completed” and that these reports
contained detailed accounts of costs. No mentioniag made about the possibility of more pro-active
monitoring of the use of donor money.

j. Assessment of Information Gaps

442. As a result of the excellent cooperation demoretrdiy the UN agencies met, as well as
Government Ministries and major donors, the missi@s able to gather detailed information about
UN activities in Vietham. Most importantly, the misn received information about programme
expenditures by far-reaching detail for two majdd Egencies. The mission also collected detailed
information regarding Biennial Support Budget cdetswo major agencies.

443. Despite sharing simple basic tables with blankstiernumbers prior to meetings, the mission
was not able to gather comprehensive informatian clculating “indicators” as laid out in the

Inception Report. The efforts to gather comprehengiformation for one single year — for example
2009 — proved overwhelming; and, the mission hatkad to settle for what information was provided.

444, The mission received a comprehensive list of UNjgats in Vietnam. The mission also
received a very detailed account of expendituresofee project currently being implemented by the
Ministry of Labour, Invalids and Social Affairs. rBilar information from other agencies has not yet
been received. During meetings, requests were rfaadeundry additional information. Significant
information has been provided subsequent to thdaingse in particular by the Resident Coordinators
office.
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Table Al. LIST OF MEETINGS

Date Time Agency Address in Hanoi Official(s) met
Norweaian H. E. Mr. S. T. Risa,
1lam g 191 Ba Trieu Ambassador of Norway
Embassy .  \
Ms. Zenia Chrysostomidis
Wed | 6-Apr
Unit 304, UN Ms. Atsuko Toda,
3pm IFAD Apartment Building, | Country Programme
2E Van Phuc, Kim Mg Manager
9.30am | UNDP 25-29 Phan Boi ChaMS: Setsuko Yamazaki,
Country Director
Thu | 7-Apr Ministry of Nguyen Thi Tuyet Hoa
Agriculture and . ’
2pm R 2 Ngoc Ha Deputy Director General,
ural i
Ms. Bui Thi Binh
Development
12.30 Swedish Embassy 2 Nui Truc Ms.Elsa Hastad, First
) am Secretary
Fri 8-Apr s, Lis R ol
, . : S. Lis Rosenholm,
3pm Danish Embassy| 19 Dien Bien Phu Deputy Head of Mission
Sat - Sun
9-10 Apr Weekend
2pm - | yNICEF 81A Tran Quoc Toan| MS: Lotta Sylwander,
Mon 3pm Representative
. Mr. Alain Barbu, Manager.
4pm World Bank 7th Fl., 63 Ly Thai To Portfolio and Operations
12- : .
Tue Apr National Holiday
8.30am . . o
9h30am UNHCR 60 Nguyen Thai Hoc Mr. Son, Chief of Mission
10am - Mr. Bruce Campbell,
13- . 1 Resident Coordinator
Wed Apr 11.30 UNFPA, UN 2E Van Phuc, Ba Dmth. Hong; Ms. L. Nylin UN
am N L
Coordination Specialist
UK , Ms. Ngo Quynh Hoa, Sectg
3pm embassy/DFID 31 HaiBa Trung Manager
Norweaian H. E. Mr. S. T. Risa,
9.15 am 9 Vincom, 191 Ba Trieu| Ambassador of Norway
Embassy, Norad . .
Ms. Zenia Chrysostomidis
i - Mr. Nguyen Manh Hoa,
Thu 14- 1(1)22 mlr?;t?é of g;dglg’ 28 Tran Hung Deputy Director General
Apr Mr. Do Thanh
- Mr. Nguyen Kim Phuong,
Ministry of :
13.30- 1) abour, Invalids | R112, 2 Dinh Le Deputy Director General
15.00 . . Mr. Nguyen Hoai Duc,
and Social Affairs Officer
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TABLE A.2: LIST OF UN PROJECTS UNDER IMPLEMENTATION

UN

Agency

FAO

Project ID

UNJP/VIE/O038/UNJ

IN 2011

Project / AWP Title

Green Production and Trade to Increase Income amzldyment
Opportunities for the Rural Poor

Start and end
year (as per

current DPO)
2010-2012

FAO UNJP/VIE/042/UNJ Improved Food Safety Manageimen 2009-2011

FAO UNJP/VIE/043/UNJ Food Safety Information, Ediima and Communication 2009-2011

FAO GCP/RAS/222/JPN Strengthened Food Inspectictedys 2007-2012

FAO GCP/RAS/223/JPN Support to the FAO Programm€&apacity Building in Food 2007-2012
Safety

FAO GCP/RAS/226/JPN Cooperation for the improvenienphytosanitary capacity 2007-2011
through capacity building

FAO UNJP/VIE/O039/UNJ Integrated Nutrition and Fd®elcurity Strategies for Children and2010-2012
Vulnerable Groups in Viet Nam (MDGF-2007)

FAO UNJP/VIE/041/UNJ Capacity building and poligfarm for pesticide risk reduction in 2009-2011
Vietnam

FAO GCP /RAS/237/SPA Regional Fisheries Liveliho®dsgramme for Southeast Asia 2009-2013

FAO GCP /RAS/240/JPN Capacity building and enhamegibnal collaboration for the 2009-2012
conservation and sustainable use of plant genesimurces in Asig

FAO TCP/VIE/3203 Assistance to the floriculture teeddelayed OP output 3.8.1) 2010-2012

FAO GCP/VIE/IXXX/SPA Application of biotechnology falevelopment of rice and soybear2011-2013
varieties to withstand climate change for ensufauogl security in
Vietham

FAO GCP/VIE/O35/ITA Market-Oriented Agroforestry Reduce Poverty in Quang Nam| 2008-2011
Province - (follow-up phase to GCP/VIE/027/ITA)

FAO UNJP/VIE/044/UNJ UN-REDD Programme 2009-2010

FAO GCP/GLO/194/MUL Forest Monitoring and Assessh{elelayed OP output 3.11.5) 2010-2013

FAO TCP/VIE/XXXX TCP Sustainable Forest Harvest{dglayed OP output 3.11.5) 2010-2011

FAO GCP/VIE/029/ITA Integrated Management of Lagduariivities in Thua Thien and | 2005-2010
Hue Provinces

FAO TCP/VIE/3106 Demand driven technical advicétaRD 2010

FAO GCP/RAS/241/IJPN Study on Analysis of Sustaieddhter Resources Use 2009-2012

FAO GEF/POPS Building capacity to eliminate POP&ipiles stockpiles in 2009-2011
Vietnam (joint with UNDP)

FAO UNJP/VIE/037/UNJ Strengthening the capacityding for risk reduction and 2009-2011
emergency preparedness in the Northern Mountairegisn of
Vietnam

FAO UNJP/VIE/XXX/UNJ Phase IlI: Capacity BuildinguBport aimed at Strengthening thel 2011-

Management of Animal and Public Health Emergenitiaget
Nam - with a focus on the Prevention and Contrdfiighly
Pathogenic Emerging Diseases of Zoonotic and Ecanom
Importance, including Highly Pathogenic Avian Irdhza (HPAI).

(Continuation /
mainstreaming of
GoV / UN Joint
Programme on
HPAI 2006-
2010)
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Project ID

Project / AWP Title

Start and end

year (as per
current DPO)

GRANT 907- Rural Development Strategy for 2010 — 2015 withidfigo 2020| 2008-2010
VIETNAM
IFAD GRANT 997- Capacity strengthening for Quality Management 2P083
VIETNAM
IFAD C-IT-59-VN3 Pilot Project for Poverty reduction la Pa District, Gia Lai 2009-2011
Province
ILO Project ID thc Comprehensive national planifaiusive and progressive social-
security
ILO VIE/08/06P/SPA Employment Policies support Decent Work 2008-2012
INT/08/69/IRL 2008-2011
ILO RAS/08/07M/JPN Improved Private Sector Development Policies, prognes, 2009 - 2011
RAS/0850MIRL regulations and practices that promote incomegetramyestment, | 2008-2011
INT/08/70/IRL wealth and employement creation, in particular ficand other | 2008-2011
VIE/09/02M/OUF disadvantaged, at national and local levels. 2010 -2011
VIE/09/53M/UND 2010- 2012
VIE/09/51/IFC 2009- 2013
ILO VIE/08/03M/UNA Government Policies effectivepromoting tripartite HIV/AIDS | No extension
Workplace policies and responses
ILO VIE/09/52M/UND The principles of accountability, transparency tipgration and | 2009-2012
rule of law are integrated into Viet Nam'’s reprrasgive,
administrative, judicial and legal systems
ILO VIE/09/03M/OUF Policies, legislation, programmes and nationaitinsbnal 2009- 2011
infrastructure in place for effective promotion tabour rights
and harmonious industrial relations
UNAIDS | DPO in process of Improved HIV Coordination and Planning 2010-2011
finalization
UNAIDS | DPO in process of Strengthened capacities of national and provirpeaiple’s 2010-2011
finalization representatives and leaders to ensure that HIVerosare
mainstreamed in policies, legal documents and @adstheir
implementation is monitored
UNAIDS | DPO in process of Process on “Moving Towards Universal Access tos@méon, 2010-2011
finalization Treatment, Care and Support” initiated and monitpnecluding
target-setting, resource estimation and developwieatroadmap
UNAIDS | DPO in process of Enhanced civil society capacity, collaboration gadticipation in| 2010-2011
finalization the global, regional and country response in supgfgseople
living with HIV
UNAIDS | DPO in process of Volunteerism and social mobilization to supporvims for 2010-2011
finalization people infected with and affected by HIV
UNAIDS | DPO in process of Volunteerism and social mobilization to supporvims for 2010-2011

finalization

people infected with and affected by HIV
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UN Agency Project ID

Project / AWP Title

Start and end

year (as per
current DPO)

UNESCO 223VIEA0XX \S/:Je;?[rp:g;rt]ing the safeguarding of intangible cultimalitage in 2011-2011
UNESCO 223VIEA0XX ImpIe.mentation of integrat_ed culture and tourisratsggy for 2009-2011
sustainable development in Quang Nam
UNESCO 223VIE20XX Inter-sectoral and inter-agenmyject on customary rights 2009-2011
UNESCO 223VIELOXX Strengthening_ evidence based educational planmidg a 2009-2011
management in Viet Nam
UNESCO 223VIE10XX Supporting improvement of edugatfjuality in Viethnam 2009-2011
UNESCO 223VIE10XX Strengthening education sectepoase to HIV&AIDS 2009-2011
UNESCO 223VIEL0XX _Supporting.inter—sectoral approaches to mainstregménder 2009-2011
into education programmes
UNESCO 223VIE50XX Supporting strengthening mediacadion in Vietham 2009-2011
UN 00071406 Housing Policy Advocacy + Capacity Buitdin 2009-2011
HABITAT
UN 00071405 Urbanization / Urban observatory systeiational 2009-2011
HABITAT Urbanization Strategy
UN New Project — ID Dong Ha CDS proposal 2010-2011
HABITAT thc
UN New Project — ID Thanh Hoa CDS 2010-2011
HABITAT thc
UN New Project — ID Capacity building on integration of climate chargéo urban 2010-2011
HABITAT tbc planning
UNFPA VNM7R202 Improve Quality of RH Service Deliyeat all levels 2006-2010
UNFPA VNM7R203 Increase availability of Quality Mahal and Neonatal Services 2006-2010
VNM7R205 RH Information and Services for unmarri¥aling People and | 2006-2010
UNFPA Migrants
UNEPA VNM7R208 éncrgased Access to HIV/AIDS informatiomdaPrevention 2006-2010
ervices
UNFPA VNM7R301 Increased Awareness of SRH & Gender 2006-2010
VNM7R304 Enhance Men's Involvement and Empowerrf@anifVomen in 2006-2010
UNFPA SRH Communication Activities and Improvement of akg
Environment (GENDER)
VNM7P201 Enhance Capacity of Relevant Central tatstins in Reviewing, | 2006-2010
UNFPA formulating and Advocating for Pop/RH Policies d&mgrammes
in line with International Agreement of which VNsgnatory
UNEPA VNM7P101 Support for Several Surveys and EvaluatioRop/FP to enhance 2006-2010
Information Provision and dissemination
VNM7P102 Strengthen the Technical Capacity of g in Usage and 2006-2010
UNFPA Dissemination of Age and Sex Disaggregated DaRlanning
and Policy Making at National and Provincial Levels
VNM7P103 Improve Capacity of the GACA and UNFPA @MManagement | 2006-2010
UNFPA L .
and Co-ordination and Implementation of CP7
VNM7A101 Support to UNFPA CO for Programme Co-ogedion Assistance | 2006-2010
UNFPA (PCA)
UNFPA RAS06P01 Intensified response to HIV Prexamti 2006-2010
UNFPA VNM7R207 Capacity Building for VINAFPA in RBare and Gender Equality2006-2010
UNFPA VNM7G31A Joint Programme on Gender Equality 002-2011
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Project ID

Project / AWP title

Start and end
year (as per
current DPO)

UNDP 46946 KonTum Joint UN Programme 2007-2010
UNDP 15593 Support to National Targeted ProgPfoverty Reduction (HEPRF 2002-2010
MOLISA)
UNDP 64014 Support for in-depth assessment of Upmserty in Hanoi and | 01/03/2009
Ho Chi Minh City 31/12/2010
UNDP 46998 International Human Right Treaties ietdam 2007-2010
UNDP 48249 Economic Diplomacy 2006-2010
UNDP 51380 Social Corporate Responsibility 200801
UNDP 44322 Strengthen Country Programme ManageSwgoport 2006-2010, 2006-2010
UNDP 50207 Ethnic Minority Policies 2008-2012
UNDP 49713 Climate change adaptation MONRE/ MARD 00&2012
UNDP 51111 Disaster Risk Management 2008-2011
UNDP 57013 Climate change mainstreaming with MPI 0022011
UNDP 50739 Strengthening the Capacities for Budgdd@cision and 2009-2012
Oversight of People’s Elected Bodies in Vietham
UNDP 49114 Capacity of Representative Bodies (ONA) 2008-2012
UNDP 40723 Support Government Inspectorate 2002201
UNDP 58492 Strengthening Access to Justice anceBioh Right 2009-2014
UNDP 49826 Support to Public Administration RefamHo Chi Minh City, 2007-2011
2008-2011
UNDP 56616 Strengthening the capacity of Vietnantgégeernment’s agencies 2009-2012
in accelerating and improving PAR efficiency anféefiveness
UNDP 49827 Financial Policy Analysis I 2008-2011
UNDP 50525 Empowerment of Women in the Public Secto 2008-2012
UNDP 50249 Support for Effective Policy Making ( 88) 2008-2011
UNDP 56485 Policy Advisory 2009-2011
UNDP 49750 Building capacity to eliminate POPgtipetes stockpile 2009-2012
UNDP 48414 PIMS 2596 POPS FSP: Reducing Healtle-@éaste 2009-2012
UNDP 57333 PIMS3327 CC RP: ASIA BRESL (VIET NAM) 0@9-2014
UNDP 57593 Dioxin/ Agent Orange remediation 20094
UNDP In Pipeline Strengthening capacity for mactor@mics policy advising and
overseeing TBD
UNDP Support Poverty Reduction
UNDP Socio Economic Development Monitoring - to gap the reform
in statistics systems in VN
UNDP Support Social Security Reform
UNDP Protected Area Financing
UNDP Energy Efficiency in Commercial Building
UNDP Waste Heat Recovery for Power Generation (BRR Vietham's
Cement Industry
UNDP Enhancing legislative capacities in Viet Ndnmmough support for
strategic and policy-oriented research and exchantigties (
ILS)
UNDP Legal Education
UNDP Provincial Public Administration
UNDP Civil Society
UNDP Cluster Munitions
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UN
Agency

Project ID

Project / AWP title

Start and end
year (as per
current DPO)

UNICEF YK201/MOH Child Survival and Development — IntegratHealth, Sanitation and | 2006-2010
Injury Prevention
UNICEF YK201/MARD Child Survival and Development — Ruraki®r Supply and 2006-2010
Environments
UNICEF | YK201/MOLISA Child Survival and DevelopmentChild Safety Promotion 2006-2010
UNICEF | YK201/C4D Child Survival and Development vi&n Influenza 2006-2010
UNICEF | YE204/ECD Education — Early Childhood Deyattent 2006-2010
UNICEF | YE204/CFPE Education — Child-friendly Primd&ducation 2006-2010
UNICEF | YE204/ADAP Education — Adolescent Developitramd Participation 2006-2010
UNICEF | YS205/CPS Child Protection — Child Protestfystem 2006-2010
UNICEF | YS205/JJS Child Protection — Justice SydmmChildren and Adolescents 2006-2010
UNICEF | YS205/CNSP Child Protection — Protection &adte for Children and Adolescents| 2006-2010
in need of Special Protection
UNICEF | YY206/SP Planning and Social Policy — Sofialicy 2006-2010
UNICEF | YY206/SA Planning and Social Policy — Capa@uilding for Social Audit 2009-2010
UNICEF | YY206/CBEO Planning and Social Policy — CaipaBuilding for Elected Officials 2006-2010
UNICEF | YY206/PME Planning and Social Policy — Plaagy Monitoring and Evaluation 2006-2010
UNICEF | YY206/CPM Planning and Social Policy — CayrProgramme Management 2006-2010
UNICEF | SI/209/CB Provincial Child-friendly Progranera Capacity Building and M&E 2006-2010
S1/209/Kon Tum Provincial Child-friendly Programmeé<on Tum Provincial Child- 2007-2010
UNICEF i )
friendly Project
S1/209/Dong Thap | Provincial Child-friendly Programm Dong Thap Provincial Child- | 2006-2010
UNICEF ; .
friendly Project
S1/209/Dien Bien Provincial Child-friendly Programam Dien Bien Provincial Child- | 2007-2010
UNICEF : .
friendly Project
S1/209/Ninh Thuan| Provincial Child-friendly Programa — Ninh Thuan Provincial Child; 2007-2010
UNICEF : :
friendly Project
S1/209/An Giang Provincial Child-friendly ProgrammeAn Giang Provincial Child- | 2008-2010
UNICEF : .
friendly Project
S1/209/HCMC Provincial Child-friendly Programme -ol€hi Minh City Provincial | 2010-2011
UNICEF e .
Child-friendly Project
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Project ID

Project / AWP title

Start and end

year (as per

current DPO)

UNIDO TFVIEO8001 Technical Assistance to BusinesgiRtration Reform 2008-2011

UNIDO TEVIE08003 SME Cluster Development 2009-2011

UNIDO FMVIEQ9003 Green production and trade to @ase income and employment 2010-2012
opportunities for the rural poor (UN Joint Prograe@)m

UNIDO FBVIEO09007 Policy advice to science, techgyl@nd innovation strategy 2011- | 2009-2011
2020 and High Technology Law implementation

UNIDO FBVIE09008 Building national capacity in inglial diagnosis and trade 2009-2011
competitiveness analysis

UNIDO FBVIE09009 Platform for Investment monitoriégsupplier development phases 1 2010-2011
&2

UNIDO USVIE08004 Post WTO accession support to Maet-TBT/SPS capacity 2008-2011
development in key export sectors

UNIDO EEVIE08007 Helping Vietnamese SMEs adapt &@dCSR for improved linkages| 2009-2012
with global supply chains in sustainable production

UNIDO GFVIE08005 Introduction of BAT & BEP methodgy to demonstrate reduction or 2008-2010
elimination of UP-POPs releases from industry

UNIDO GFVIE09001 Promoting energy efficiency in usdries through system optimization2010-2014
and energy management standards

UNIDO TBD Environmental policies New

UNIDO TBD Environmental management for resourcé&eght production New

UNIFEM | 63312 Gender budgeting 2008-no DPO

UNIFEM | 63312 Gender, poverty, trade and WTO 2007-2011

UNIFEM | 73744 Strengthening women's response toatBnshange 2009-2010

UNIFEM | 63312 Engaging men and boys in gender eguali 2008-2011

UNIFEM | 73729 Capacity building for Gender Equalgpartment/MOLISA 2009-2011

UNIFEM | 63312 Gender and macreconomic issues 2009-20

UNIFEM | 63312 Protection of Women migrant workers 092012

UNIFEM | 63312 Gender violence and HIV 2007-2010

UNIFEM | 70846 Joint Programme on Gender Equality 2p011

UNIFEM | 73745 CEDAW SEAP 2004-2012
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UN Project ID Project / AWP title Start and end year

Agency (as per current

DPO)
UNODC | VNMJ93 Support for developing effective AT&pention strategies and 2009-2011
measures for East Asia: A Pilot in Viet Nam
UNODC | VNMK16 HIV prevention, care, treatment angbgart in prisons and pre-trial 2010-2011

detention centres in Viet Nam
UNODC | VNMK33 Addressing barriers to access to Hi¢yention, treatment, care and | 2010-2011
support services for male and female injecting drsgys in Vietnam

UNODC | VNMK34 Improving HIV prevention and drug demkence treatment service Future project
provision for injecting drug users in Northwest Wiam

UNODC | VIEH65 Strengthening Drug Law Enforcement Agg Information Collection | 2009-2010
and Sharing Procedures

UNODC | VNMS79 Strengthening Viet Nam’s criminal jiggt responses to migrant 2009-2011

smuggling and human trafficking through enhancemi&ocontrol
capacities and international cooperation

UNV 00051097 Strengthening Capacity of VolunteerfsmDevelopment in Viet Nam| February 2009 —
(VDVN) December 2011

UNV 00047016 Greater Involvement of PLHIV - GIPA ndary 2009 —
December 2010

UN Project ID Project / AWP title Start and end year

Agency (as per current
DPO)

WHO WPVNM1002464 | Prevention and Control of HIV, BBd Malaria 2010 -2011
WHO WPVNM1002493 | Health Promotion and Developm&auction of Risk Factors 2010 —2011
for Health Conditions and Tobacco Free Initiatives
WHO WPVNM1002475 | Maternal and Child Health Progragnm 2010 -2011
WHO WPVNM1002470 | Prevention and Control of Commabie Diseases in Viet 2010 -2011
Nam
WHO WPVNM1002436 | Health Systems Policies and Coatitbn 2010 -2011
WHO WPVNM1002468 | Prevention and Control of Non-coamigable Diseases, 2010 -2011
Mental Disorders, Violence, Injuries and Visual kimment
Programme
WHO WPVNM1002485 | Environmental Health and Occupaldiealth 2010 -2011
WHO WPVNM1002439 | Pharmaceuticals and Essential ®rug 2010 -2011
WHO WPVNM1002494 | Health Planning, Monitoring andahation, Health Research| 2010 —2011
and Health Information System Development Programme
WHO WPVNM1002473 | Health Technology, Laboratoriex] 8lood Safety 2010 -2011
WHO WPVNM1002437 | Human Resources for Health 2010142
WHO WPVNM1002474 | Emergency Preparedness and Respons 2010 -2011
WHO WPVNM1002438 | Health Care Financing 2010 -2011

WHO WPVNM1002581 | Social Determinants of Health, @@mand Human Rights for | 2010 —2011
Health

WHO WPVNM1002574 | Immunization and Vaccine Developine 2010 -2011

Source UN Resident Coordinator’s Office. Hanoi. Vietnam.
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TABLE A.3 UNFPA PROGRAMME EXPENDITURES BY DETAILED COST CATEGORY, 2009 AND
2010

US$ million
2009 2010
Non- Non-

Core Core Total Core Core Total
Audit service 28,532 4,775 23,307 1,984 6,000 7,984
Contribution to UN
activities 17,336 20,905 38,241 20,000 - 20,000
Equipment 506,464 661,283 1,167,747 263,494 414,275 677,768
Exchange rate
gain/loss 51,676 69,214 120,890 40,453 42,127 82,580
Training for
Government
counterparts 627,130 452,290 1,079,420 935,260 835,155 1,770,415
Indirect costs - 237,065 237,065 - 264,745 264,745
International
consultants 37,900 81,968 119,869 89,710 148,298 238,008
Local consultants 487,591 502,617 990,208 490,324 436,603 926,927
Publication 145,318 128,804 274,122 154,558 37,744 192,302
Salary for project staff 203,205 320,262 523,467 279,558 143,222 422,780
Services 788,621 734,269 1,522,890 634,077 753,473 1,387,55
Travel 644,282 490,628 1,134,910 436,884 558,355 995,239
UN service (inclusive
UN common service 5,163 1,398 5,163 7,000 6,399 13,399
budget

Payroll for UNFPA
staff (including staff 472,895 131,806 472,895 408,871 218,908 627,779

retreat)

Training for UNFPA 6523 3,419 6,523 23,799 11,532 35,331
staff

Conferences/workshop - 202,406 245500 447,906
Total 3,876,013 3,841,701 7,717,714 3,988,379 4,122,33310,713

Source UN. Vietnam. Resident Coordinator’s office
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COUNTRY CASE STUDY
UGANDA



8. Country Case Study - Uganda

a. Introduction

445, Uganda was selected under the present study ath@m@o complementary country cases based
on the following considerations: within the largestipient region, Africa; having received signait
Norwegian aid through every UN organisation studaett not a « UN as One » country like the other
case of Viet Nam.

446. A study consultant met on 11-14 April 2011 with tkeampala offices of WFP, UNHCR,
UNOCHA, UNDP, the UN Resident Coordinator, UNICEaJNFPA, in addition to the Norwegian
Embassy. Most meetings were with the Head of tifieegfor her/his Deputy or Head of Programmes
(except for WFP) assisted by relevant colleaguesefgt for UNHCR). In addition to Uganda,
interviewees sometimes drew on their prior expeeenf other countries regarding specific issues.

447. As announced beforehand, discussion topics inctuded

* Relationships between these UN country officesNbevegian Embassy and Norway;

* Relationships between the UN country offices ararthegional and Head offices (including
financial flows and reporting);

* Coordination between the UN country offices andweein the country operations of the
respective UN organizations;

* Donor funds available for UN operations as compareglans and needs, and any global
financing constraint;

* Donor funds earmarked for, or restricted to spedifN programmes and purposes, and any
related financial constraints;

» Level of support costs, or indirect costs of UNgreommes as compared to funds available, and
any related financial constraints.

448. Thanks are addressed to all UN interviewees foir tfeultless cooperation and to the
Norwegian Embassy for its introductions and gui@anc

b. Relationships with Norway

449. The six UN country offices visited compliment theMWegian Embassy for its active support to
the UN and to donor coordination, while reporting direct relationships with the Norwegian

Government. Their awareness of Norway as UN dosiameven and limited. For instance, UNICEF,
UNHCR and WFP interviewees are recollecting nomecentribution and UNDP only quote some co-
sponsored studies (Northern Uganda governance,egdéaded violence, post-conflict IDP and

livelihood survey). However, UNOCHA and UNFPA reg&torway as their largest and closest donor,
and the UNHCR office notes that it may benefit frdimrwegian core funding without knowing it.
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450. The Embassy has significant functions and meansraethose of an ad-hoc relay. It extends
smaller direct contracts to UN agencies (FAO, UNFRAP and WHO) and recently financed the
dismantling of the UNOCHA office. It identifies newid projects, supervises activities and
comments on the UN agencies’ country programmetimes, the Embassy may be further called
upon to review the use of aid funds (Juba peacetiaipns) or to take over the funding of repeat
operations (WFP-Northern Uganda funding from Oskitgnanitarian Section).

c. Relationships with headquarters

451. All the UN country offices visited develop and irapient freely their activities in collaboration
with the Government and within the rather broadneaork of the common UNDAF and individual
country programmes approved by their respectivaldneaters. Regional offices (UNHCR, WFP)
pool specialists (e.g., nutrition) and extend técdlrsupport rather than control. Country officeaym
also provide some services for neighbouring coesttike central food procurement (WFP) and
refugee camps (UNHCR).

452. The autonomy and workings of country offices vampstantially in other ways. Fund raising
may rest mostly with the office (WFP, UNFPA, UNOCHW percent) or be centralized by
headquarters, largely (UNDP, UNICEF) or fully (UNRE Reporting to headquarters is mainly done
monthly (WFP), quarterly (UNDP), or just annualyyNFPA, UNICEF). Operating and financial
procedures set by headquarters remain quite diffénespite of harmonization efforts.

453. Areas for improvement quoted by country officedude funding uncertainties and delays and
the short notice for responding to requests froadbjearters (surveys, meetings). UNOCHA reports
to both New York (operations, policies) and Genfuading, personnel) with possible duplication
and inconsistencies. Donor representatives are eastly convinced that their proposed local
contributions are included in UNHCR headquartengérall projections and already allocated to
different activities. All offices would welcome nerheadquarters’ support (official visit, policy
statement) in managing the eventual phasing-dovatifities and resulting conflicts with dismissed
local employees and unprepared Government officials

d. Relationships among country offices

454. The coordination of UN country offices is based thhe broad UNDAF agreed with the
Government and now reinforced by a UN Resident @ioator office separate from UNDP. It entails
the twice monthly Programme Management Team gaifpésN representatives or deputies. The UN
also participates in a range of development parioras including the Local Development Partners
Group (currently headed by Denmark and the WorldkgaTechnical Working Groups per sector
and various other committees (communication, gamera, evaluation...). The Working Group on
health is quoted as a case where a clear divididabour between participating UN agencies has
been defined.
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455. However, several coordination difficulties are apd and confirmed by some interviewees.
The 5-year UNDAF and related Government prioritaanot be clear enough and at the same time
fully consistent with the 2-year programmes, maesl@nd headquarters’ instructions of the different
UN agencies. In practice the Government appearbatee taken the leading coordinating role
although it may lack sufficient relevant capacity simply prefer the agency offering larger
resources. As the Northern Uganda war ended, UNO@GH#osing down while WFP and UNHCR
do not appear to have yet adjusted their activitidsch suggests a need for stronger coordinatfon o
the “phasing” strategies.

456. Moreover all UN country offices recognize that doalion between them remains quite
excessive. Many examples of overlapping outputs gaven regarding seeds (FAO, UNHCR),
protection (UNHCR, UNICEF), coordination (UNOCHANDP/RC), food (UNHCR, WFP), health
(UNHCR, UNICEF, WHO), HIV (UNAIDS, UNDP, WFP, WHGand women (UNWOMEN with
most others). Such duplication may be only paubtified by the pragmatic choice of the qualified
agency available at the time of need.

457. It would be useful to further specify common ciigieand rules for determining the country
phase (emergency/recovery/development), the prifieatyres of an assistance need (sector/product-
specific like food, or rather community-specifikdi orphans) and the corresponding normal
allocation of activities among agencies (lead agearad participating ones). Technical committees
focused on a sector, a community or an area (dayth Eastern Uganda) are also likely to be more
effective than broader meetings for setting thgestar consistent coordination. When feasible,tjoin
inter-agency programmes are seen as a good waiynioate duplication.

458. In spite of such duplication and coordination difilties, most country offices are sceptical
about the initiatives of “Delivering as One” andNUas One”, and especially about the long time
needed to implement them. For Delivering as Onleetefficient, they consider that the coordination
between the different headquarters should firsadieeved, including consistent field procedures and
possibly a single country programme. UN as On@é&nsas a more remote prospect involving heavy
institutional reforms, high resistance to change ameanwhile some risk that transaction costs
outweigh gains in effectiveness.

459. Nevertheless, the Ugandan Government has comseue is October 2010 a formal request for
Delivering as One with the support of the Resideabrdinator. Meanwhile and starting about two
years ago, Six main joint programmes have beercladregarding HIV, population, climate, gender
rights, gender-based violence and woman genitalilation. The latter three among these
programmes have been actively promoted by UNFPlgasagency. The Norwegian Embassy is the
main donor for the joint programme on GBV. Theetént UN agencies participating in the three
joint programmes on gender have signed a memorarmdumderstanding outlining the division of
labour and responsibilities. . A single Joint 8tege Committee including the Gender Ministry and
Norway has recently been established for these thregrammes. The Steering Committee will be
responsible for vetting budget allocations, revigyireports and assessing mid-term and annual
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reviews. It follows the “pass-through” mode witliénagency transfers at headquarters (the parallel
and pull modes being deemed ineffective or impcabtti Quoted, relative drawbacks of joint
programmes have been multiple extra meetings bgranome and donor, the resulting cost for
smaller agencies like UNWOMEN and the low admimistte compensation for the lead agency (1
percent in addition to the 7 percent for partidipgtagencies). The newly established arrangement
with a single Joint Steering Committee could prdpafitigate some of these negative effects.

e. Financial Aspects

460. Although declining, total funding is not a majomstraint for most agencies. Uganda remains
popular among donors and agencies have retained/essas the country shifted rather recently from
the emergency to the recovery phase. Only WFP iutsttmain emergency mandate has been far
below its targets, while UNICEF expects to feel deeline in a couple of years given its reserves.

461. While declining as well, the share of un-earmarl@dcore funding remains substantial,
although it varies from about 30 percent for UNDiI &UNICEF up to 50 percent or more for
UNFPA and UNOCHA (until 2010: UNOCHA is by Deceml#§11 closing in Uganda). UNDP in
particular has noticed a sharp fall in those cesmurces that are more needed in the recovery phase

462. The UN representatives are nevertheless unanimougdard fund earmarking as a major
problem and for the same reasons. Such earmarkteg @llows cultural, political or visibility
objectives of individual donors and thereby terml$distract UN assistance away from more acute
needs” or higher Government priorities (UNDP, UNHCRnNly un-earmarked funding allows the
agencies (UNFPA, UNICEF) to attend the less vistrl@opular needs (North Eastern and Southern
Uganda, population issues).

463. Furthermore, earmarked contributions cover onlyt paithe support costs, no overheads and
sometimes only a selected part of the targetedvict{e.g., food and other supplies without

transportation, schools without desks, sanitanheut wells, part of a study, etc.). For those two
reasons, core funding is used to complement andacte “cross-subsidize” earmarked funding

(UNDP), and less of it is available for other imjamt activities.

464. Finally, reporting requirements and control wowgbitally parallel the level of earmarking
(UNHCR, UNICEF). Earmarked activities entail thesto of specific and frequent reporting to
donors (e.g., from quarterly for Gates Foundatmmalf-yearly for EC-ECHO or Spain). They also
involve the complexity of sharing the control oétactivity with the earmarking donor.

465. On the other hand, such closer control and regptigighten the accountability of the agencies
(WFP) and the decline of core funding has probalolgtributed to trigger the current cost-cutting
efforts of most agencies. For instance, UNDP engjdlge second phase of its adjustment process
following a financial review in 2009. UNICEF wassinucted to reduce the major costs and report
yearly on progress to its headquarters. Measureteduas most efficient includes the budgets for
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travel, conferences and consultants, inter-agenegupement and common services (air travel, fuel,
security, premises, etc.) and carefully prepareitl @ixategies (e.g., staff exchanges, inventory of
assets).

466. Most UN country offices levy 7 percent (UNHCR, UNDBNICEF and UNFPA) to 8 percent
(WFP) on earmarked contributions for covering theivn and their headquarters’ corresponding
support costs, with some major variations in pcactFirst UNHCR has been charging this fee only
to a smaller and decreasing part of its activitgdmied in the course of the year (the supplementary
programme of some of its pillars). Second, sevexgéncies (UNHCR, UNDP and WFP)
acknowledge that they do not always obtain thisffes earmarking donors. By contrast, UNICEF
report transferring the 7 percent to headquartedscharging without difficulty an additional 7-10
percent for its own support costs, including mamig and evaluation. All country offices stressttha
this current levy falls short from covering totatettt and indirect support costs (generally arof@d
percent) although it would seem difficult to incseadt significantly given that NGOs are reported to
charge 8 percent.

467. In summary, the Ugandan example confirms that dargling is certainly critical to the
effectiveness and relevance of the assistancepuglthit might not foster cost reductions in the
absence of relevant control and benchmarking. Emeedies to core funding decline most often
quoted include: submitting the issue to the magmarking donors at the highest level; promoting
global, thematic and regional funds; and chargiggtesnatically the levy for support costs on
earmarked contributions.
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9. ANNEX - HOW WAS THE STUDY CONDUCTED

As this report is neither an evaluation nor an @atlndire was no need to develop a specific methggolo
beyond following the approach highlighted in thente of references, as clarified in the Inception
Report. Specifically, the review period 2000s &inel selection of agencies were pre-defined in our
terms of reference. Furthermore, the study is dasdely on public documents, with factual and
gualitative interpretations validated through aieseiof exchanges with the UN agencies concerned.
The report is thus a compilation in a reader frigfidrmat of information from various sources tiaa¢

not readily available in consolidated form elseveher

The approach followed involved no a priori judgemen hypothesis and was largely a process of
discovery. The task assigned to the consultaass te track expenditures to its various components
and building blocks, providing as much details assible. Standard ratios and formats were used to
facilitate any cross-agency comparison. In addjtias explained in the Inception Report, the

consultants have summarized factors that undeh@robserved expenditure patterns. These include
budgetary and fiduciary systems, as well as infétlonaon allocation systems, cost recovery, staffing

and so on.

Some of the recommendations of this report origiiedim UN documents and are restated only to the
extent they had not been fully addressed at the time review of documents was undertaken. The
remaining observations are either direct resultghef findings or areas that in the opinion of the
consultants would warrant further analysis.

Based on our review of available financial docureartvering UN agencies, we concluded that a pure
desk study would have not met the stated objectfeesthis study. We therefore proposed to

supplement the desk review with a more substaséiges of interviews and exchanges with the UN
agencies to be covered under this study. To fleste team members visited and maintained contact
with headquarters of agencies as well as with edfion the two countries we visited (Uganda and
Vietnam).

We followed a simple 7-step approach to addresssthes highlighted in our terms of reference. The
sequencing of steps was based on the need to gatbenation before the interviews, with a general
expectation that the information collected wouldédngaps to be filled at each agency’s headquarters.

STEP 1 - DESCRIPTION OF THE UN BUDGET SYSTEM

We proposed to start by describing the budget pocef UN agencies to facilitate enhanced
understanding of the numbers and financial flowangdied in the report. This step was not iniyall
foreseen in the TORSs, but was added in agreeméimtonr Norwegian counterparts.

STEP 2 — MAPPING OF CORE AND NON-CORE REVENUES
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Main Source publicly available information for mapping ofvenues with additional information
collected through interviews for practices.

Sub-step 2.a We collected all publicly available annual redgoand relevant Executive Board
Documents of the select UN Agencies for the peB0d1-2010 in digital form, with special emphasis
on more recent years. Whenever these reportswee¢r@vailable we contacted the agencies concerned
to request for the necessary information.

Sub-step 2.b We reviewed the reports and inserted the dateERrtel tables.

Sub-step 2.c To determine the practices followed in evalugiim kind contributions we analyzed the
notes to these agencies’ financial statements wheravailable. However, this analysis was
supplemented by interviews to these agencies’ axtowudepartments to clarify the details which are
rarely included in the official documents.

STEP 3 — MAPPING OF EXPENDITURES AT THE HEADQUARTER S, REGIONAL AND
COUNTRY LEVEL

The mapping focused on activity level break-upudahg but not necessarily limited to budget lines
such as technical assistance (in house resoutteeb)ical assistance (external consultants), i kin
(goods and services) support, direct financial supie cooperating partners, administration coests|
dissemination and advocacy (workshops, meetinggeoences).

Main Source publicly available information for mapping ofgenditures with additional information
collected through interviews for their detailedddcaup.

Sub-step 3.a. We reviewed the reports collected under sub-8tappbove and inserted the data into
Excel spreadsheets.

Sub-step 3.b. We expected that not all information above wdokdavailable for all agencies and/or
activities. Considering the size of some of therajes involved and the long time period (details o
all expenditures for agencies like UNDP or UNICE & decade may be too great to be collected
given our timing and budget), we agreed to diseu#is NORAD whether we should focus on a sample
of expenditures or reduce the expected level didet

STEP 4 — OVERVIEW AND ASSESSMENT OF THE CURRENT BUDGETING PROCESSES

An overview and assessment of the current budgginogesses, including an analysis of current
priority setting principles and prevailing pracsceith respect to estimation and classificatioragts
charged to core and non-core funding.

Main Source publicly available information.
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Sub-step 4.a. We collected all publicly available informatiom ¢he select UN agencies budgeting
processes, including corporate policy papers amatlations carried out by other donors. Examples of
the first type of reports are DP-FPA/2010/1-E/ICEH/O/AB/L.10, DP/1997/10, DP/1997/10/Add.1,
E/ICEF/1997/AB/L.3 and E/ICEF/1997/AB/L.3/Add.1.

Sub-step 4.b. We organized the information on the current arappsed cost classifications, priority
setting principles and other key practices in tabudbrm for subsequent discussion during the
interviews at each UN Agency.

STEP 5 — CURRENT COST-RECOVERY PRACTICES FOR PROGRAV ACTIVITIES

Main Source: interviews, case studies and field work

Comment the analysis of cross-subsidisation and its chpeould be the main focus of our field
work in the two countries to be identified as pemts of reference Cost-recovery practices were
analyzed at least at policy level or through thparty evaluations (e.g., the Good Humanitarian
Donorship. Indirect Support Cost Study carriedfoutSIDA in 2008).

Methodology. The management of non-core resources requirestastial administrative support
costs. The issue has been studied extensively @ndidvnot try to duplicate existing work (see for
example JIU/REP/2002/3).

STEP 6 — QUALITY OF CURRENT FINANCIAL DATA COMPILAT ION PRACTICES,
INSTRUMENTS, PROCEDURES AND REPORTING

Assessment of the quality of current financial dadgenpilation practices, instruments, procedures and
reporting, including a review of the current questiaire used by the UN secretariat to compile UN
system wide overview of funding for operationalites for development.

Main Source: Audits, internal financial reports, interviewsise studies and field work

Comment We reviewed a number of key parameters and éwailution over time, and used available
qualitative and quantitative information to undketdhis task. The various sub-steps are highdight
below.

Sub-step 6.a We compared expected and actual revenues t@@pand actual expenditures in order
to develop a view on how the UN system took inteoant its financial capacity when preparing
interventions.

Sub-step 6.b We reviewed the extent to which the budgetingess is transparent and inclusive and
focused on output rather than input-focused implaaten, with strong accounting and reporting
procedures.
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Sub-step 6.c We checked whether the UN’s financial managensgstem includes clear rules on
transparency and reporting, as well as effectivasight internal and external mechanisms.

Sub-step 6.d In the case of programs involving provision afods and services, we analysed a
sample of recent procurement reviews.

Sub-step 6.e As part of review of the systems, we briefly lgead the financial and management
information system and briefly present its streragtd weaknesses.

STEP 7 — IMPLICATION OF THE DATA IN TERMS OF FUTURE STUDIES AND
EVALUATIONS

We agreed to propose further follow-up to the pneseudy.
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