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Unaudited financial stateaments for the biennium 1998-1999 as at 31 Deg#er 1998

Note by the Executive Secretary

1. The financial procedures of the Convention stipulate that “an interim statement of
accounts for the firgtear of the financial period shall be provided to the Conference of the
Parties durig the secongear of the period” (FCCC/CP/1995/7/Add.1, decision 15/CP.1,
annexl, para. 19).

2. The unaudited financial statements for the biennium 1998-1999, as at 31 December 1998
are attached as an annex to this cover notey dttgereproduced as received without formal

editing. This document should be read in conjunction with document FCCQA2B3/10, which
provides further information on income angenditure.

3. The Conference of the Partiesynwaish to take note of the information contained in the
interim financial statements, and provide guidance to ¥eeliive Secretgras necessgar
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I. NARRATIVE FINANCIAL REPORT FOR THE BIENNIUM 1998-1999
AS AT 31 DECEMBER 1998
Introduction
1. The Executive Secretary has the honour to submit herewith the financial report, together

with the accounts for the first year of the biennium 1998-1999 as at 31 December 1998, of the
United Nations Framework Convention on Climate Change (UNFCCC). The report is presented
in accordance with paragraph 16 of the Financial and common services arrangements for
administrative support to the UNFCCC Secretariat.

STATEMENT |

Statement of income and expenditure and changes in
reserves and fund balances

I. Trust Fund for the Core Budget of UNFCCC

2. The amount of $8,757,717 shown in Statement | represents indicative contributions from
Governments. Of this amount, $2,577,232 had not yet been paid by the end of 1998 and the
amount of $837,989 represents voluntary contributions paid by the host country to the Core
Administrative Budget for the year 1998 (Schedules 1.1 and 1.2). In addition, $256,187 was
received as interest income, and $342 as other income, bringing the total income to $9,852,235.
Expenditures for the year 1998, including loss-on-exchange of $10,782, amounted to $8,587,664
which resulted in an excess of income over expenditure of $1,264,571. The prior period
adjustments of $24,899 increased the excess to $1,289,470. The reserve and fund balance of t
Core Administrative Budget amounted to $5,515,281 at the end of December 1998.

[I. Trust Fund for Participation in the UNFCCC Process

3. A total amount of $1,014.685 was received during 1998 as voluntary contributions from
various governments (Schedule 1.1). In addition $57,577 was received as interest income. Thu:
the total income of the fund was $1,072,262.

4. The total expenditure, which included $2,519 as loss-on-exchange, was $1,607,135,
resulting in a shortfall of income over expenditure of $534,873. The prior period adjustment of
$105,817 reduced the shortfall to $429,056.

5. The reserves and fund balance of the fund amounted to $1,196,777 at the end of
December 1998.
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lll. Trust Fund for the Special Annual Contribution from the Government
of Germany (Bonn Fund

6. $1,949,997 was received from the Government of Germany. Total income in this fund
was $1,977,123 after inclusion of $17,284 as interest income and $9,842 as miscellaneous
income.

7. The expenditure amounted to $1,924,400, which resulted in an excess of income over
expenditure of $52,723.

8. Together with the transfer of $934,384 from the Trust Fund for Supplementary Activities
and the refund of $313,427 to the Government of Germany, the fund balance of the fund
amounted to $673,680 at the end of December 1998.

V. Trust Fund for Supplementary Activities

9. The voluntary contributions to the fund amounted to $1,670,918 for the year 1998
(Schedule 1.1). Total income in this fund was $1,768,621 after inclusion of interest income of
$97,703.

10.  Total expenditure, including loss on exchange of $26,422 was $1,255,130 which
resulted in an excess of income over expenditure of $513,491. The prior period adjustments
increased the excess to $526,270.

11.  The reserve and fund balance reached $1,784,971 after the transfer of $934,384 to the
Trust Fund for the Special Annual Contribution from the Government of Germany (Bonn Fund)
at the end of 1997.

STATEMENT 1

Statement of assets, liabilities, reserves and fund balances

I. Trust Fund for the Core Budget of UNFCCC

12. The assets of the Trust Fund amounted to $7,450,815 and included cash of $2,760,044,
indicative contributions receivable of $3,227,691, interfund balances receivable of $578,491 and
other accounts receivable of $884,589.

13. The liabilities consisted of other accounts payable of $332,408, unliquidated obligations
of $927,042 and contributions received in advance of $676,084.

14.  The Working Capital Reserve was $629,983 by the end of 1998 and the cumulative
surplus of the fund was $4,885,298.
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[I. Trust Fund for Participation in the UNFCCC Process

15. Total assets of $2,614,143 included cash of $2,005,757, other accounts receivable of
$8,386 and the remittance of $600,000 to the conference in Buenos Aires in October 1998.

16. The liabilities consisted of inter-fund balances payable of $442,445, other accounts
payable of $5,613 and unliquidated obligations of $969,308.

17.  The Cash Operating Reserve of the fund amounted to $142,001 and the cumulative
surplus to $1,054,776 at the end of December 1998.

lll. Trust fund for the Special Annual Contribution from the Government
of Germany (Bonn Fund

18. The total assets of the fund consisted of cash of $1,403,625 and other accounts receivabl
of $6,576.

19. The liabilities includes inter-fund balances payable of $67,032, other accounts payable of
$50,824 and unliguidated obligations of $618,665.

20. The Cash Operating Reserve of the fund amounted to $255,451 and the cumulative
surplus to $418,229 at the end of December 1998.

V. Trust Fund for Supplementary Activities

21.  The assets of the fund amounted to $2,112,928 and included cash of $2,010,138,
inter-fund balances payable of $49,772, other accounts receivable of $3,018 and the remittance
of $50,000 to the meeting in the field.

22. The liabilities consisted of other accounts payable of $186,040 and unliquidated
obligations of $141,917.

23.  The Cash Operating Reserve reached $163,103 and the cumulative surplus was
$1,621,868.
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II. ACCOUNTS FOR THE BIENNIUM 1998-1999 AS AT 31 DECEMBER 1998



Statement | UNITED NATIONS FRAMEWORK CONVENTION ON CLIMATE CHANGE
Statement of income and expenditures and changes in reserves and fund balances
for the biennium 1998-1999 as at 31 December 1998
(Expressed in US Dollars)

TF FOR THE
SPECIAL
ANNUAL
TF FOR THE TF FOR CONTRIBUTION
CORE PARTICIPATION FROM THE TF FOR
BUDGET OF THE IN THE UNFCCC GOVERNMENT SUPPLEMENTARY
UNFCCC PROCESS OF GERMANY ACTIVITIES
FC FI FQ FR TOTAL

INCOME:
Indicative Contributions 8,757,717 - - - 8,757,717
Pledges Contributions 837,989 1,014,685 1,949,997 1,670,918 5,473,589
Received under Inter-Organization arrangements - - - - -
Interest income 256,187 57,577 17,284 97,703 428,751
Miscellaneous income 342 - 9,842 - 10,184
TOTAL INCOME 9,852,235 1,072,262 1,977,123 1,768,621 14,670,241
EXPENDITURE:
Staff and other personnel costs 5,663,237 - 509,392 677,239 6,849,868
Travel 595,697 1,420,014 426,951 181,169 2,623,831
Contractual services 67,792 - - 20,676 88,468
Operating expenses 321,302 2 2519 3 756,666 70,778 1,151,265
Acquisitions 132,916 - - 2,962 135,878
Fellowships, grants and other 819,999 - 10,000 160,950 990,949
Total direct expenditure 7,600,943 1,422,533 1,703,009 1,113,774 11,840,259
Programme support costs 986,721 184,602 221,391 141,356 1,534,070
TOTAL EXPENDITURE 8,587,664 1,607,135 1,924,400 1,255,130 13,374,329
Excess (shortfall) of income over expenditures 1,264,571 (534,873) 52,723 513,491 1,295,912
Prior period adjustments 24899 5 105,817 6 - 12,779 143,495
NET EXCESS (SHORTFALL) OF INCOME OVER 1,289,470 (429,056) 52,723 526,270 1,439,407
EXPENDITURES
Transfers (to) from other funds - - 934,384 8 (934,384) -
Refund to donors - - (313,427) 9 (313,427)
Savings on prior period's obligations 169,126 588,716 - 98,301 856,143
RESERVES AND FUND BALANCES: 4,056,685 1,037,117 - 2,094,784 7,188,586

BEGINNING OF PERIOD
RESERVES AND FUND BALANCES:

END OF PERIOD 5,515,281 1,196,777 673,680 1,784,971 9,170,709

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

g obed

TT'ANI/666T/19S/0004
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. NOTES TO THE FNANCIAL STATEMENTS

Note 1. The United Nations Framework Convention on Climate Change and its activities

The secretariat of the United Nations Framework Convention on Climate Change was
established on 1 January 1996 with the following purposes:

a)

b)

f)

9)

To make arrangements for session of the Conference of the Parties (COP) and its
subsidiary bodies established under the Convention and to provide them with
services as required,;

To compile and transmit reports submitted to it;

To facilitate assistance to the Parties, particularly developing country Parties, on
request, in the compilation and communication of information required in
accordance with the provisions of the Convention;

To prepare reports on its activities and present them to the Conference of the
Parties;

To ensure the necessary coordination with the secretariats of other relevant
international bodies;

To enter, under the overall guidance of the Conference of the Parties, into such
administrative and contractual arrangements as may be required for the effective
discharge of its functions; and

To perform the other secretariat functions specified in the Convention and in any
of its protocols and such other functions as may be determined by the Conference
of the Parties.

Note 2. Summary of significant accounting policies of UNFCCC

1. The entire budget of the secretariat is funded by the State Parties to the Convention. Durin
the 1998-1999 biennium, the secretariat administered the following four trust funds:

Trust Fund for the Core Budget of UNFCCC

Trust Fund for Participation in the UNFCCC Process

Trust Fund for Supplementary Activities

Trust Fund for the Special Annual Contribution from the Government of
Germany (Bonn Fund)

2. All the trust funds are established by the Secretary-General of the United Nations at the
request of the Executive Secretary upon the approval of the Conference of the Parties.
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3. Under the financial procedures adopted by the Conference of the Parties, the Executive
Secretary prepares the administrative core budget for the following biennium and submits it to
the COP for its consideration and approval. The approved budget constitutes authority to the
Executive Secretary to incur obligations and make payments for the purposes for which the
appropriations were approved.

4, For the biennium 1998-1999, the COP approved a core budget of US$21.3 million, out
of which the equivalent of DM 3 million was paid by the host Government. The remaining
amount is raised by all Parties, which are invited to make contributions based on the United
Nations scale of assessment.

5. The Parties are also invited to make voluntary contributions to the trust funds for
Participation and Supplementary Activities to meet the requirements estimated at $4.6 million
and $4.15 million, respectively for the same biennium. The COP does not approve a budget
limit for these trust funds.

6. The Executive Secretary issues allotments by objects of expenditure for activities under
the Convention’s budget within the available resources.

7. According to the arrangements established by the Under-Secretary-General for
Management of the United Nations, the financial and accounting services of the secretariat are
provided by UNOG applying the Financial Regulations and Rules of the United Nations, as
adopted by the General Assembly, the rules formulated by the Under-Secretary-General for
Management or the Controller. They also take fully into account the common accounting
standards for the United Nations system, as adopted by the Administrative Committee on
Co-ordination (ACC). The General Assembly has taken note of these standards in its resolution
48/216 C of 23 December 1993. The United Nations follows the International Accounting
Standard 1 on the disclosure of accounting policies, as modified and adopted by the Consultative
Committee on Administrative Questions at its fifty-fourth session, as shown below:

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

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

(i)  Financial statements should include clear and concise disclosure of all
significant accounting policies which have been used;
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(iv)  The disclosure of the significant accounting policies used should be an
integral part of the financial statements. The policies should normally be
disclosed in one place;

(V) Financial statements should show corresponding figures for the preceding
period;

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

8. Fund accounting. The UNFCCC's accounts are maintained on a "fund accounting” basis.
Separate funds for general or special purposes may be established by the Conference of the
Parties or the Executive Secretary. Each fund is maintained as a distinct financial and
accounting entity, with a separate self-balancing double-entry group of accounts. Separate
financial statements are prepared for each fund.

9. The financial period of UNFCCC comprises of a biennium.

10. Income of the UNFCCC is recognized on the basis of paid contributions. The secretariat
does not regard the indicative amounts as assets, as implied in the financial statement prepared
by UNOG.

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

12. The UNFCCC's financial statements are prepared on the historical cost basis of
accounting and have not been adjusted to reflect the effects of changing prices for goods and
services.

13. Cash and investments. Funds on deposit in interest-bearing bank accounts, time deposit
and call accounts are shown in the statements of assets and liabilities as cash.
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14. Fixed assets. Maintenance and repairs are charged against the appropriate budgetary
accounts. Furniture, equipment, other non-expendables and leasehold improvements are not
included in the assets of the UNFCCC. Acquisitions are charged against budgetary accounts in
the year of purchase.

15.  The expenditures do not include possible costs to cover contingencies under Appendix D
to the United Nations staff rules, for personnel financed under resources obtained from
contributions. The term "expenditure” designates total obligations incurred whether liquidated or
unliquidated.

16. Miscellaneous income:

0] The net income realized from the revenue-producing activities is reported as
miscellaneous income;

(i) Refunds of expenditures charges to the prior financial periods are credited to
miscellaneous income;

(i)  Moneys accepted in respect of which no purpose is specified have been treated as
miscellaneous income;

(iv)  On the closing of the accounts at the end of each financial period, if the balance of
the exchange accounts reflects a net loss on exchange, it is charged to the
budgetary account. If there is a net gain, this is credited to miscellaneous income,;

(V) The proceeds from the sale of surplus property are credited to the miscellaneous
income of the respective funds.

17. The trust fund statements reflect the "clean surplus theory" by processing adjustments
through the current income and expenditure accounts. Material adjustments for prior periods are
however, shown in the financial statements below the results of the current period so as not to
distort them.

18. Income tax refund policy. The UNFCCC salaries are charged to the budget on a net basit
during the year in which the services have been rendered. Income tax refunds are charged to th
year in which they are made to the staff member.

19. Unliquidated obligations for the current biennium in respect of UNFCCC remain valid
for 12 months following the end of the biennium to which they relate.

20. Most of the contributions are deposited with the United Nations Office at Geneva, with
the remaining deposited with the United Nations Headquarters in New York.
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21. The UNFCCC operates an imprest account in Deutsche Marks to cover its expenditures
in Bonn, and submits its report to UNOG on a monthly basis.

22. On a monthly basis, UNOG provides the Executive Secretary with information on the
status of allotments, trial balance and unliquidated obligations. The final accounts are submitted
to the Executive Secretary for certification and submission to the Board of External Auditors and
reporting to the Conference of the Parties.

23. The United Nations retains 13% of the actual expenditures of all the established trust

funds for programme support costs. Under the present arrangement, the programme support
funds are used, in part, for financing the administrative unit of the secretariat.



