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Introduction
1. In its conclusion 1987/19, paragraph (j), the Programme and Budget
Committee requested the Director-General to submit each year to the Industrial
Development Board through the Committee a clear and detailed financial
performance report itemizing the utilization of financial resources. The present
document presents a comparison of the budget estimates in terms of appropriations
and income with actual expenditures and income for the biennium 2006-2007. The
information is provided for both the regular and operational budgets.

I. Regular budget

A. Budget estimates for the biennium
2. The budget estimates for the biennium 2006-2007 approved by the General
Conference in decision GC.11/Dec.18 consisted of gross expenditure
of €154,009,900 to be financed from assessed contributions in the amount
of €150,785,600 and other income of €3,224,300.
3.  The present document thus presents the financial performance report
on the basis of the programme and budgets for 2006-2007, as contained in
document GC.11/11, approved in General Conference decision GC.11/Dec.18 and
assessed on Member States.

B. Assessed contribution income for 2006-2007

4. The financial implementation of the approved programme and budgets is
dependent on the actual level of cash resources available during the biennium. The
source of financing of the regular budget is the assessed contributions of Member
States. Assessed contributions for the biennium 2006-2007 paid to the Organization
as compared with the amounts originally assessed in accordance with General
Conference decision GC.11/Dec.18 are as follows:

Millions of euros

Assessed contributions receivable 150.8
Assessed contributions received 141.1°
Shortfall in collections 9.7 (6.4%)

? See document IDB.35/3-PBC.24/3, schedule 1.
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Comparison of budget with actual expenditure and income
for 2006-2007

5. A comparison of actual expenditure and income with the approved budget for
the biennium is presented below:

Regular budget

(Millions of euros)

Budget Actuals Under-
estimates 2006-2007  utilization %
Expenditure 154.0 139.4 14.5 9.5%
Income 3.2 1.1 2.1 65.2%
Net 150.7 138.3 12.4 8.3%
6. Comparisons of budget estimates with actual expenditure and income by major

programme and major object of expenditure are presented in tables 1 and
2 respectively. Explanations of underutilization by major programme and major
object of expenditure are provided in the following paragraphs.

Utilization of the budget

7. The net underutilization of the regular budget of €12.4 million (8.3 per cent)
comprised an under-expenditure of €14.5 million (9.5 per cent) and a shortfall in
income of €2.1 million (65.2 per cent). The single most important factor
contributing to the underutilization was due to non- or late/uncertain payment of
assessed contributions.

Collection rates

Year March June September December
2006-2007 (Avg.) 45.9 56.9 78.1 92.7
2004-2005 (Avg.) 53.7 69.1 86.1 90.2

As seen from the table, the collection rate during the biennium developed slower
than in the previous biennium. While the final collection rate was in fact higher, the
rates in March, June and September were lower than in the same period in the
previous biennium. The delayed collections had a negative impact on the
expenditure planning.

Financial implementation by major programme

8. Most major programmes were affected by the overall underutilization of the
regular budget for the reasons described in paragraph 7 above.
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9.  Major Programme A (Governing Bodies) had an unutilized balance
of €0.2 million (6 per cent) out of the approved budget, mainly due to savings
resulting from joint translation costs and delayed recruitment of staff.

10. Major Programme B (General Management) had an unutilized balance
of €1.1 million (8.7 per cent) out of the approved budget estimate. Most of the
savings occurred under personnel costs as a consequence of unoccupied posts.

11. Major Programme C (Energy and Environment) had an unutilized balance
of €1.2 million (6.4 per cent) of the originally approved budget. This mostly
occurred as a result of a programmatic shift in the Special Resources for Africa from
Major Programme C to Major Programme D (Trade Capacity-building).

12. Major Programme D (Trade Capacity-building) had an unutilized balance
of €0.2 million (1.2 per cent) of the originally approved budget. Staff cost savings in
the amount of €1.7 million have been partially offset by increased expenditure under
consultancy (€0.27 million) as well as higher spending for the Special Resources for
Africa (€1.6 million) as described above.

13. Major Programme E (Poverty Reduction through Productive Activities) had
spent €3.6 million (19.5 per cent) less than budgeted. The Major Programme was
subject to savings under personnel costs mainly from a high vacancy rate resulting
in a saving of €2.0 million. There was also a saving in the Special Resources for
Africa in the amount of €1.6 million due to a shift in the programmatic focus
towards Major Programme F.

14. Major Programme F (Cross-Cutting Programmes) had been implemented with
a reduced expenditure of €4.09 million (13.2 per cent). The main contributing factor
was staff cost savings in the amount of €4.0 million, followed by underexpenditure
in field network operating costs (€1.4 million) mainly arising from the fluctuation of
the dollar. These savings were partly offset by increased expenditure in the Special
Resources for Africa amounting to €1.3 million, as mentioned in the previous
paragraph.

15. Major Programme G (Administration) had been implemented with a reduced
expenditure of €1.3 million (4.9 per cent). The main contributing factor was
underexpenditure in communication costs of €0.6 million, which was driven by
lower communication service charges. This is followed by underexpenditure in
operating costs of €0.3 million and staff cost savings in the amount of €0.3 million.

16. Major Programme H (Buildings Management) had generated savings
amounting to some €3.3 million under staff costs due to high vacancy rates during
the biennium. At the same time, the Buildings Management Services (BMS) special
account recorded a surplus of €4.3 million, which brought the closing balance to a
level of €19.9 million, out of which €9.3 million is still receivable. The accumulated
funds on the BMS special account are fully programmed in connection with the
ongoing refurbishment activities in the VIC, including that of the present conference
building C.

17. Major Programme I (Indirect Costs) had recorded savings in the amount
of €2.6 million (13.4 per cent). The savings were partly attributable to UNIDO’s
share of the reduced staff costs in BMS (€0.9 million) as reported above, but also to
reduced expenditures under the various joint and common services, for example the
security and safety services of €0.75 million.
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Financial implementation by major object of expenditure

18. The underutilization of budgeted costs of €9.2 million (8.8 per cent) under
personnel costs comprises:

Millions of euros

Salaries and common staff costs 13.7
Temporary posts (overutilized) (0.2)
General temporary assistance (overutilized) (3.6)
Expert group meetings (overutilized) (0.3)
Staff training (overutilized) (0.1)
Consultancy fees and travel (overutilized) (0.6)
Other 0.3
Total 9.2

19. As it is apparent from the above table, the underutilization of budgeted salary
and common staff costs was mainly due to the higher than budgeted vacancy factors
for Professional and General Service posts. Given that the largest component of the
Organization’s regular budget is staff costs, it was necessary to make the most
significant savings under this item in order to compensate for the expected non- or
late/uncertain payment of assessed contributions. As the payment pattern became
clearer in the second year of the biennium, some of the staff shortages were
alleviated by an increased usage of temporary assistance and consultancy funds.

20. Underutilization of funds for official travel of €0.03 million (1.4 per cent)
represented an almost full utilization.

21. Savings in operating cost items in the amount of €4.3 million (16.2 per cent)
were the result of reduced requirements for document production and translation
of €1.4 million, savings under the contribution to the security and safety services
of €0.8 million and on UNIDO’s share of the overall reduced costs in BMS
of €1.2 million and €0.9 million in total field network operating costs mainly arising
from the fluctuation of the United States dollar.

22. The underutilization of €0.9 million (15.2 per cent) of information and
communication technology resources was due to the reduction in communication
service charges of €0.71 million and a reduction in IT consultancy costs
of €0.37 million, partially offset by increases in other IT expenses.

23. Regular Programme of Technical Cooperation resources were administered
under the special account created for the purpose to which the full appropriation has
been transferred. A marginal underutilization of €0.16 million was recognized under
the Special Resources for Africa.



IDB.35/4

PBC.24/4
G. Income
24. The deficit of income over the budget estimates comprises:
Millions of euros
Surplus/

Budget Actual (deficit)
Government contributions to field 1.7 0.9 (0.8)
operating costs
Miscellaneous income 1.5 0.2 (1.3)
Total 3.2 11 2.1
The deficit in cost reimbursement income of €0.8 million was directly related to the
lower than anticipated contributions of Governments to the costs of UNIDO field
offices. Miscellaneous income as contained in the budget estimates approved in
decision GC.11/Dec.18 of €1.5 million was not fully achieved as illustrated below.

Millions of euros
Surplus/

Budget Actual (deficit)
Interest income on cash balances 1.5 1.5 -
Income from sale of publications - 0.1 0.1
Currency exchange adjustment - (1.7) (L.7)
Other income - 0.3 0.3
Total miscellaneous income 1.5 0.2 a1.3)
Of the €1.7 million net currency exchange adjustment, €1.2 million represents the
mandatory transfer to the exchange reserve account in line with the terms of
decision GC.8/Dec.16, to protect the Organization from exchange rate fluctuations.
The remaining €0.5 million represent a net revaluation loss of book balances.

II. Operational budget

25. The operational budget is funded mainly from support cost reimbursement
income earned on technical cooperation project delivery and from technical
services provided by the Organization. Expenditure estimates to be financed during
the biennium from support cost income were presented in the programme and
budget document GC.11/11 and approved by the General Conference in
decision GC.11/Dec.18.
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26. The financial results for the biennium are as follows:

Millions of euros

Budget Actual Variance

Technical cooperation delivery, excluding regular 185.1 166.7 (18.4)
budget (RPTC), net of support cost

Income earned on delivery for technical services 19.9 18.1 (1.8)
Miscellaneous income 0.3 (0.6) (0.9)
Total income 20.2 17.5 2.7)
Expenditure 20.2 16.5 3.7
Excess of income over expenditure - 1.0 1.0
Savings on cancellation of prior biennium obligations - 0.4 0.4
Net excess of income over expenditure - 14 1.4

27. A comparison of actual expenditure with the budget estimates is presented in
tables 3 and 4 by major programme and major object of expenditure, respectively.

28. While actual technical cooperation delivery and income did not reach the
budgeted level, expenditure control resulted in the further increase of the operating
reserve. Accordingly, the net reserve of €5.1 million brought forward from 2005,
increased to €6.5 million as at 31 December 2007 resulting in a surplus for the
biennium 2006-2007 of €1.4 million, after taking into account cancellation of prior
biennium obligations and prior biennium adjustments.

III. Action required of the Committee

29. The Committee may wish to take note of the information provided in the
present document.
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Table 1

Regular budget
Financial performance report for 2006-2007 by major programme
(In thousands of euros)

Approved  Actual expenditure/

Unutilized balance

budget estimates  income 01/01/06 to as at 31/12/07  Percentage
Major programme 2006-2007" (1) 31/12/07 (2) )=(1)-2)  (4=3)/(1)
Expenditure
A. Governing Bodies 4,554.1 4,283.1 271.0 6.0
B. General Management 12,666.8 11,566.4 1,100.4 8.7
C. Energy and Environment 19,835.9 18,575.5 1,260.4 6.4
D. Trade Capacity-building 20,980.8 20,734.2 246.6 1.2
E. Poverty Reduction through
Productive Activities 18,635.0 15,004.0 3,631.0 19.5
F. Cross-Cutting Programmes 30,904.1 26,810.7 4,093.4 13.2
G. Administration 26,568.3 25257.7 1,310.6 4.9
H. Buildings Management* -
L. Indirect Costs 19,864.9 17,207.6 2,657.3 13.4
Total expenditure 154,009.9 139,439.2 14,570.7 9.5
Income
E. Regional Programme 1,685.9 945.0 740.9 43.9
H. Buildings Management*
Miscellaneous Income
a. Estimated in decision
GC.11/Dec.18 1,538.4 1,555.2 (16.8)
b. Not estimated in decision
GC.11/Dec.18 (1,147.5) 1,147.5
(including currency
exchange adjustments)
Total income 3,224.3 1,352.7 1,871.6 58.0
TOTAL - NET 150,785.6 138,086.5 12,699.1 8.4
H. Buildings Management
Expenditure 57,163.7 37,867.6 19,296.1 33.8
Income
Estimated 57,163.7 40,869.4 16,294.3
Not estimated (including currency
exchange adjustments) 1,299.2 (1,299.2)
Total Buildings Management (4,301.0) 4,301.0° 7.5

* Approved in decision GC.11/Dec.18.

® The balance of the appropriation reported above is attributed to the special account of BMS and is not
subject to the financial regulations 4.2 (b) and 4.2 (c).

" Itemized separately below.
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Table 2
Regular budget
Financial performance report for 2006-2007 by major object of expenditure
(In thousands of euros)
Approved Actual expenditure/  Unutilized balance
budget estimates  income 01/01/06 to as at 31/12/07  Percentage
Major object of expenditure 2006-2007" (1) 31/12/07 (2) 3)=(1)-(2) (4)=(3)/(1)
Expenditure
1 Staff costs 104,050.1 94,875.1 9,175.0 8.8
2 Official travel 2,847.7 2,808.3 39.4 1.4
3. Operating costs 26,932.1 22,580.1 4,352.0 16.2
4 Information and
communication technology 5,600.2 4,747.7 852.5 15.2
5. RPTC and IDDA
supplementary activities 14,579.8 14,428.0 151.8 1.0
Total expenditure 154,009.9 139,439.2 14,570.7 9.5
Income
a.  Estimated in decision
GC.11/Dec.18 3,2243 2,500.2 724.1
b. Not estimated in decision
GC.11/Dec.18 (1,147.5) 1,147.5
(including currency
exchange adjustments)
Total income 3,224.3 1,352.7 1,871.6 58.0
TOTAL - NET 150,785.6 138,086.5 12,699.1 8.4

* Approved in decision GC.11/Dec.18.
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Table 3

Operational budget
Financial performance report for 2006-2007 by major programme
(In thousands of euros)

Approved Actual expenditure/
budget estimates  income 01/01/06 to Variance
Major programme 2006-2007° (1) 31/12/07 (2) (3)=(1)-(2)
Expenditure
B.  General Management 33.5
C. Energy and Environment 3,089.4 2,995.2 940
D.  Trade Capacity-building 4,641.6 4,002.6 639.0
E.  Poverty Reduction through Productive
Activities 2,638.4 2,091.4 547.0
F.  Cross-Cutting Programmes 5,219.8 3,564.0 1,655.8
G.  Administration 4,585.6 3,825.2 760.4
Total expenditure 20,174.8 16,511.9 3,660.0
Income
E. Regional Programme -
Miscellaneous Income
a.  Estimated in decision GC.11/Dec.18 315.2 787.8 (472.6)
Not estimated in decision
GC.11/Dec.18 (1,385.1) 1,385.1
(including currency exchange
adjustments)
Total income 315.2 (597.3) 912.5
TOTAL - NET 19,859.6 17,109.2 2,750.5

* Approved in decision GC.11/Dec.18.
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Table 4

Operational budget

Financial performance report for 2006-2007 by major object of expenditure
(In thousands of euros)

Approved Actual expenditure/
budget estimates  income 01/01/06 to Variance
Major object of expenditure 2006-2007° (1) 31/12/07 (2) (3)=(1)-(2)
Expenditure
1. Staff costs 19,641.5 15,977.0 3,664.5
3. Operating costs 533.4 534.9 (1.5)
Total expenditure 20,174.9 16,511.9 3,663.0
Income
a.  Estimated in decision
GC.11/Dec.18 315.2 787.8 (472.6)
b.  Not estimated in decision
GC.11/Dec.18 (1,385.1) 1,385.1
(including currency exchange
adjustments)
Total income 315.2 (597.3) 912.5
TOTAL - NET 19,859.7 17,109.2 2,750.5

* Approved in decision GC.11/Dec.18.
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