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  Financial situation of UNIDO 
 
 

  Report by the Director-General 
 
 

 Provides information on the financial situation of the Organization as at 
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 I. Overview 
 
 

1. The financial situation as at 30 June 2006 can be summarized in the following 
major points: 

 (a) Regular budget net expenditure for the first six months of the biennium 
2006-2007 amounted to €32.3 million, or 43 per cent of the approved 2006 gross 
expenditure budget; 

 (b) The operational budget expenditure amounted to €3.4 million in the 
reporting period. Support cost and other income amounted to €6.4 million, resulting 
in an increase in the level of the operational budget reserves from €5.2 million as at 
1 January 2006 to €8.2 million; 

 (c) The expenditure level for buildings management amounted to 
€13.0 million in accordance with the prevailing workplan; 

 (d) The level of regular budget cash resources (including the Working 
Capital Fund) was €45.1 million. In comparison, the cash balance as at 
30 June 2005 and 2004 was €48.5 million and €36.5 million, respectively; 

 (e) The collection rate of 2006 assessed contributions was 54.9 per cent, 
compared to the 2005 and 2004 rates of 72.6 and 65.6 per cent, respectively. The 
shortfall is caused by some major contributors’ delayed payments; 

 (f) The collection rate of prior years’ arrears, as compared to the current 
year’s assessments, was 5.1 per cent. The rates as at 30 June 2005 and 2004, as 
compared to the assessments of those years, were 4.3 and 1.8 per cent, respectively; 

 (g) Outstanding contributions amounted to €150.1 million, as shown in the 
annex to the present document (including arrears of €69.2 million by the United 
States of America, and €2.1 million by the former Yugoslavia). The outstanding 
amounts as at 30 June 2005 and 2004 were €133.8 million and €137.1 million, 
respectively; 

 (h) The Working Capital Fund was at the level of €7,423,030. An amount of 
€15,538 was outstanding as at 30 June 2006; 

 (i) The supplementary estimates for the biennium 2004-2005 for security 
enhancements was approved by the General Conference (GC.11/Dec.15) at the level 
of €2,585,160 and the amount outstanding for collection is €216,519; 

 (j) In accordance with decision GC.11/Dec.13 on unencumbered balances of 
appropriations and instructions received from Member States, the summary status of 
application is reported under paragraph 18 below; 

 (k) A conference room paper will provide information on the status of 
assessed contributions and voting rights, updated to 31 August 2006. 
 
 

 II. Regular and operational budgets, 2006-2007 
 
 

  Regular budget 
 

2. The implementation of the biennial regular budget started as planned. Mindful 
of an expected collection rate of assessed contribution of 92 per cent, initial 
allotments have been issued early in the year in the amount of €65.0 million, 
consisting of €38.2 million for staff on established posts and €26.8 million for all 
other expenditure categories. While allotments for the Regular Programme of 
Technical Cooperation and Special Resources for Africa have been issued in full, 
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some non-staff allotments have been issued at lower levels to allow for adjustments 
in the course of the year. 

3. Allotments by 30 June 2006 increased to the level of €68.1 million, including 
€41.1 million for staff on established posts and €27.0 million for all other 
expenditures. 

4. As at 30 June 2006, regular budget expenditures amounted to €32.3 million, 
i.e. 43 per cent of the gross expenditure budget for 2006. The same indicators at 
30 June 2004, i.e. at the same time in the previous biennium, were €32.3 million or 
43.9 per cent of the gross (unreduced) expenditure budget. 
 

  Operational budget 
 

5. Allotments under the operational budget as at 30 June 2006 amounted to 
€8.5 million or 86.1 per cent of the 2006 estimates included in the approved 
programme and budgets. Since the operational budget mostly finances established 
posts, this allotment level corresponds to the financial requirements of the utilized 
posts. 

6. Operational budget expenditures amounted to €3.4 million. The same indicator 
on 30 June 2004 was €4.3 million. 

7. Resulting from a $67.9 million delivery of technical cooperation activities 
(delivery as at end June 2005 was $64.5 million), income for the first six months 
amounted to €6.4 million, leading to a surplus of €3 million during these months in 
2006. Therefore, the level of the operational budget reserve increased from 
€5.2 million as at 1 January 2006 to €8.2 million as at 30 June 2006. These results 
do not reflect the loss on the revaluation of US dollar deposits held under the 
operational budget, which amounted to €0.7 million as at 30 June 2006. 
 

  Buildings management 
 

8. The buildings management budget is being implemented in accordance with 
the prevailing work plan. Expenditures as at 30 June 2006 amounted to €13 million, 
which compares to €10.7 million in 2004 at the same reporting date. The difference 
is mostly attributable to an earlier obligation of the amounts required for utility 
costs. 
 
 

 III. Assessed contributions 
 
 

 A. Collections 
 
 

9. A total of 54 Member States, including eight least developed countries 
(LDCs), have made full payments and 31 Member States, seven of which are LDCs, 
have made partial payments and/or their adjustments have been credited towards 
their assessed contributions for the year 2006. The collections in the period from 
January to June 2006, broken down by List of States, are shown in table 1. 
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Table 1 
Collections, January-June 2006 
(In millions of euros) 
 

List of States* Current year Prior years Total 

A 2.52 2.92 5.44 
B 36.64 0.00 36.64 
C 0.22 0.71 0.93 
D 2.03 0.19 2.22 
Others 0.00 0.00 0.00 
USA 0.00 0.01 0.01 
Yugoslavia (former) 0.00 0.00 0.00 
Total 41.41 3.83 45.24 

* As contained in document GC.11/14. 
 
 

 B. Outstanding contributions 
 
 

10. The detailed status of assessed contributions outstanding as at 30 June 2006 is 
contained in the annex to the present document. The scale of assessment and 
outstanding contributions as at 30 June 2006, broken down by List of States, are 
shown in table 2. 
 

Table 2 
Scale of assessment and outstanding contributions as at 30 June 2006 
 

Millions of euros 

List of States* 

Scale of 
assessment 

(%) Current year Prior years Total 

A 11.611 6.23 5.14 11.37 
B 77.360 21.68 0.00 21.68 
C 7.770 5.64 30.08 35.72 
D 3.251 0.43 9.26 9.69 
Others 0.008 0.01 0.36 0.37 
Subtotal 100.000 33.99 44.84 78.83 
USA  0.00 69.18 69.18 
Yugoslavia (former)  0.00 2.08 2.08 
Total 100 33.99 116.10 150.09 

* As contained in document GC.11/14. 
 
 

 IV. Voting rights 
 
 

11. As detailed in the annex to the present document and shown in table 3, the 
voting rights of 42 Member States had been suspended as at 30 June 2006 (the 
lowest number since 1993) in accordance with Article 5.2 of the Constitution and 
financial regulation 5.5 (b). 
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Table 3 
Suspension of voting rights, as at 30 April 2006 
 

Number of members 

Members of 2006 2005 2004 

General Conference 42 46 46 
Industrial Development Board 2 3 2 
Programme and Budget Committee 1 1 1 
 
 

12. In order to restore their voting rights for 2006, these Member States must pay 
their full contributions for 2003 and prior years, including advances to the Working 
Capital Fund, as well as a partial contribution for 2004. The minimum total amount 
that would have to be paid by these Member States is €30,306,050. 
 
 

 V. Implementation of recommendations of Group on Timely 
Payments 
 
 

13. Table 4 shows, in summary form, the current status of those Member States 
that have entered into payment plan arrangements to settle outstanding assessed 
contributions. The Secretariat is pleased to report that a payment plan of five-years’ 
duration was signed with Burundi on 26 June 2006 and that the first instalment has 
arrived, making the plan operational. Negotiations are currently ongoing with a 
number of Member States, in particular with Brazil, Nicaragua, Peru and Republic 
of Moldova. Other Member States in arrears are encouraged to consider submitting 
payment plans to steadily reduce their outstanding assessed contributions. 
 

Table 4 
Payment plans—status as at 30 June 2006 
(Amounts in euros) 

Member State 

Total amount 
of arrears 
covered by 
the plan* 

Amounts 
received/due 

in 2006 

Outstanding 
amount 
30/6/06 

Duration/
years 

Instalment 
due in 
2006 

Instalment 
due 

Payment 
made/due in 

2006 

Afghanistan 90,615 20,418 35,960 5 February Third March 
Azerbaijan 1,269,247 132,447 761,613 10 May Fourth June 
Burundi 68,561 6,515 62,043 5 August First June 
Dem. Rep. of 
the Congo 132,946 26,590 132,946 5 February First Awaited 
Equatorial 
Guinea 136,070 36,455 70,472 3 December Second Scheduled 
Kazakhstan 524,106 330,766 0 5 October Completed In advance 
Lithuania 434,241 110,266 194,096 5 December Fourth Scheduled 

Slovenia 414,532 191,337 191,337 3 December 
Third/ 
last Scheduled 

Ukraine 9,711,236 1,015,226 4,903,302 10 October Sixth Scheduled 
Total 12,781,554 1,870,020 6,351,769     

* Total amount of arrears at time of signing the plan, in addition to current year’s assessments. 
 

14. Since the issuance of document IDB.31/9, there have been no developments on 
incentives and disincentives and arrears by former Member States. Therefore, the 
information provided in paragraphs 13 to 15 of that document remain valid. 
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 VI. Unencumbered balances of appropriations 
 
 

15. Detailed information on the unencumbered balances of appropriations was 
provided in documents GC.11/13 and GC.11/CRP.1. General Conference decision 
GC.11/Dec.13, inter alia, encouraged Member States to consider voluntarily 
renouncing their share of the unencumbered balances of appropriations so that they 
could be used to supplement the regular budget and technical cooperation activities 
of UNIDO and/or costs associated with decentralization after the pilot phase of the 
Cooperation Agreement between UNIDO and UNDP had been completed; and, 
further, should no instruction be received by 30 June 2006, the respective share be 
refunded to the Member State concerned. 

16. As mentioned in documents IDB.31/9, and GC.11/CRP.1 (annex), the total 
amount due for distribution in 2006 to eligible Member States, i.e. those that have 
fully paid their assessed contributions for the respective bienniums is €3,076,488 in 
accordance with financial regulations 4.2 (b) and (c). 

17. In accordance with General Conference decision GC.11/Dec.13 and 
instructions received from Member States, the status of application, in summary, is 
as follows as at 30 June 2006: 
 

Application Amount in euros 

Decentralization activities 249,599 
IDF–general purpose 70,159 
IDF–special purpose 66,770 
Credit assessed contributions 2,496,455 
Returned 183,157 
Other 10,348 

Total 3,076,488 
 
 
 

 VII. International Public Sector Accounting Standards 
 
 

18. The financial statements of UNIDO are presently prepared in accordance with 
the United Nations System Accounting Standards (UNSAS). When UNSAS were 
first approved in 1993, they were considered high-quality accounting standards in 
comparison to standards applied by comparable organizations. However, UNSAS 
have not been able to keep up with rapidly changing accounting standards. After an 
in-depth review, sponsored by the Chief Executives Board for Coordination (CEB) 
and the High-level Committee on Management (HLCM), of the possibility of United 
Nations system organizations adopting external accounting standards, the Task 
Force on United Nations Accounting Standards recommended that the United 
Nations system adopt the International Public Sector Accounting Standards 
(IPSAS). The Standards represent international best practices for public sector and 
not-for-profit organization accounting. 

19. At a special session held on 30 November 2005, HLCM accepted the above 
recommendation, after its endorsement by the United Nations System Finance and 
Budget Network (ref. CEB/2005/HLCM/R.25). As part of the United Nations 
system-wide management reform, the CEB, at its session in April 2006, endorsed 
the recommendation of HLCM for adoption of IPSAS throughout the United 
Nations system by 2010. Subject to the approval of its governing bodies and 
provision of funding, UNIDO, as a member of CEB and its subsidiary bodies, 
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including the Task Force on United Nations Accounting Standards, also endorsed 
the adoption of IPSAS. 

20. The Standards are credible, high quality, independently produced accounting 
standards, underpinned by a strong due process and supported by Governments, 
professional accounting bodies and international organizations. The Panel of 
External Auditors of the United Nations, the specialized agencies and the 
International Atomic Energy Agency consider that the adoption of IPSAS is a 
significant step forward to achieving quality, consistency and comparability of the 
United Nations system financial reporting. Also, the adoption of high-quality 
accounting standards is essential for accountability, transparency and good 
governance. 

21. The benefits of IPSAS adoption include: 

 (a) Generally improved internal controls and transparency with respect to 
assets and liabilities; 

 (b) The alignment of UNIDO’s accounting with best accounting practices 
through the application of credible, independent accounting standards on a full 
accruals basis; 

 (c) More comprehensive information about costs, which will better support 
results-based management; 

 (d) The recognition of non-expendable equipment in the accounting system, 
with resulting improvements in the accuracy and completeness of non-expendable 
equipment records; 

 (e) Improved consistency and comparability of financial statements as a 
result of the detailed requirements and guidance provided in each standard. 

22. Detailed proposals for approval of the adoption of IPSAS by UNIDO, 
implementation strategy and estimated costs, are to be presented to the 
policy-making organs during 2007 with a view to commencing implementation in 
2008 to meet the target date of 1 January 2010. 
 
 

 VIII. Action required of the Committee 
 
 

23. The Committee may wish to consider recommending to the Board the adoption 
of the following draft decision: 

 “The Industrial Development Board: 

 “(a) Takes note of the information provided in document IDB.32/7-PBC.22/7; 

 “(b) Urges those Member States and former Member States that have not yet 
paid their assessed contributions, including advances to the Working Capital Fund 
and prior years’ arrears, to do so without delay; 

 “(c) Requests the Director-General to pursue his efforts and contacts with 
Member States to effect the collection of arrears.” 
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