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Summary

The General Assembly, through its resolution 60/283 of July 2006, approved the adoption of the
International Public Sector Accounting Standards (IPSAS) to replace the United Nations System
Accounting Standards (UNSAS). IPSAS represents international best practice in accounting for
public-sector and not-for-profit organizations. At its first regular session in January 2007, the Executive
Board adopted decision 2007/10 on the report on the implementation of IPSAS and requested the
Executive Director to inform the Board of progressin the transition to IPSAS.

Under IPSAS, UNFPA will change from a modified accrual method of accounting to a full accrual
method of accounting. IPSAS will improve the quality and comparahility of financial information across
the United Nations system, serving as a catalyst for greater harmonization of financial policies and
procedures, and the presentation of financial statements. The result will be improved transparency and
accountability.

UNFPA will adopt IPSAS in a phased approach and expects to be fully compliant with IPSAS by 2012.
To alow UNFPA to begin adopting IPSAS in 2010, revisions to the UNFPA Financial Regulations and
Rules are necessary. The proposed revisions are contained in the present report. In addition to the IPSAS-
related changes, UNFPA is proposing certain new regulations to achieve greater harmonization with other
United Nations funds and programmes. These regulations pertain to sector budget support and pooled
funds, retention of interest and investment revenue, and funding of financial authorizations for regular
resources and trust funds.

The Executive Board may wish to take note of the present report and approve the revisions to the UNFPA
Financial Regulations and take note of the changes to the Financial Rules as contained therein.
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.  INTRODUCTION

1 The General Assembly, through its resolution 60/283 of July 2006, approved the adoption of
International Public Sector Accounting Standards (IPSAS) to replace the United Nations System
Accounting Standards (UNSAS). At its first regular session in January 2007, the Executive Board
adopted decision 2007/10 on the report on the implementation of IPSAS and requested the Executive
Director to inform the Board of progress of the transition to IPSAS. Beginning in 2010, UNFPA will
adopt IPSAS in a phased approach until 2012, when UNFPA expectsto be fully compliant with IPSAS.

2. IPSAS represents the best international practice in accounting for public-sector and not-for-profit
organizations. Under IPSAS, UNFPA will change from a modified accrual method of accounting, as
practised under UNSAS, to a full accrual method of accounting. IPSAS will improve the quality and
comparability of financial information across the United Nations system, serving as a catalyst for greater
harmonization of financia policies and procedures, and the presentation of financia statements. The
result will be improved transparency and accountability.

3. To alow UNFPA to begin adopting IPSAS in 2010, revisions to UNFPA Financial Regulations
and Rules are necessary. The proposed revisions are contained in the present report.

4, In addition to the IPSAS-related changes, UNFPA is proposing certain new regulations to achieve
greater harmonization with other United Nations funds and programmes. These regulations pertain to
sector budget support and pooled funds, retention of interest and investment revenue, and funding of
financial authorizations for regular resources and trust funds.

1. CHANGESIN TERMINOLOGY

5. The revisions listed below include several changes in terminology to reflect the wording used by
IPSAS rather than that used by UNSAS. Effective with the 2010 financial statements, UNFPA will use
the IPSAS terms “expense” and “revenue’ and will no longer use the UNSAS terms “expenditure” and
“income”’. These UNSAS terms are also used in the Financial Regulations and Rules and, therefore, to
preserve consistency in terminology between the financial statements and the Financial Regulations and
Rules, UNFPA proposes to delete the terms “ expenditure” and “income” and instead use the IPSAS terms
“expense” and “revenue”. The new terms are not the equivaent of the existing terms. For example, the
term “expenditure’ is currently defined in the Regulations as “the sum of disbursements and unliquidated
obligations’. The IPSAS term “expense”’, on the other hand, includes disbursements and goods/services
received but does not include commitments. Therefore, the proposed revisions use the words “expenses’
and/or “commitments’ to replace the term “expenditures’. In addition, the term “multi-year funding
framework” is being replaced by the term “strategic plan”.

6. UNFPA is also proposing to delete the words “biennial” and “biennium” which are currently used
to refer to the period of the support budget and the period of the audited financia statements. Deleting
these words provides flexibility in determining the budget period of the support budget, although any
change to the existing biennial period would be made only with the advance approva of the Executive
Board. With regard to the period of the audited financial statements, the 2010-2011 financial statements
submitted for audit will be prepared on a biennia basis. Thereafter, the financia statements will be
submitted for audit on an annual basis.
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1. REVISIONS TO SPECIFIC REGULATIONS AND RULES

7. Therevisions to the Financial Regulations and Rules are detailed on the following pages. For ease
of reference, new text that has been added is underlined and text that has been deleted is marked by a
strikethrough line. The reasons for the changes are indicated below each revision, except for the revisions
to the terms noted above.

V. RECOMMENDATION

8. The Executive Board may wish to take note of the present report (DP/FPA/2009/12) and
approve the revisions to the UNFPA Financial Regulations and take note of the changes to the
Rules as contained therein.
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Regulation 1.3: These Regulations shall become effective on +-Mareh-2005-1 January 2010.

Rule 101.1 (d) These Rules shall come into effect on -May-2005-1 January 2010; any financial policies
and procedures in effect on that date, except where they are in conflict with the Regulations and these
Rules, shall remain in effect until cancelled, replaced or amended by the Executive Director or an
authorized delegate.

Regulation 2.2: For the purposes of the Financial Regulations of UNFPA, unless the context reguires
otherwise, the terms set out in this Regulation shall have the definitions assigned to them as specified
below. These definitions are supplemented by the terms used under the International Public Sector
Accounting Standards. The terms are listed in alphabetical order.

Reason for addition: The new wording allows the Regulations and Rules to apply IPSAS definitions
without specificaly including them in the Regulations and Rules document. IPSAS definitions will be
used starting in 2010 for preparing financial statements for 2010-2011 in compliance with UNSAS and
thereafter in full compliance with IPSAS.

Regulation 2.2 definition of " allotment” shall mean a financial authorization issued by the Executive
Director to iredr-expenditures enter into commitments and incur_expenses for specific purposes related
to the biennial support budget and within specified limits, during a definite period;

Regulation 2.2 definition of " appropriation” shall mean the total amount approved by the Executive
Board for specified purposes in the current biernial support budget against which ebligations-may-be
commitments may be entered into and expenses incurred for those purposes up to the amounts so
approved;

Regulation 2.2 definition of " biennial support budget" shall cover the budget ever—aperiod-of-two
calendar—years for_one or more vears for the costs of programme support and management and
administration services of UNFPA.

Regulation 2.2 definition of "budget" shall mean a financial authorization issued by the Executive
Director to trewr—make commitments and to make expenditures incur_expenses for specific purposes
related to UNFPA activities and within specified limits, during a definite period.

Reason for deletion: The phrase “capital assets’ is not used in any Regulations or Rules.

Regulatlon 2.2 definition of " commltment" shall mean an engagement+nvelw—ng—a—l+ab4+tyaga—nst—the

tssueel—t&tt such as a contract aqreement or undertaklnq that has been entered |nto for the current

year or one or more future yearsin respect of a programme activity, or the support budget;

Reason for revision: Theword “commitment” is defined because of its use in budget utilization.

Regulation 2.2 definition of " disbursement” shall mean the aetual-amount paid.

4
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Reason for revision: An amount paid can only be actual and therefore the word “actual” is redundant.

Regulation 2.2 definition of "net budget" shall mean the biennial support budget that reflects
estimates of payments to be received which offset, in whole or in part, the related gross budget
estimates.

Regulation 2.2 definition of " obligation" shall mean an engagement, such as a contract, agreement or
undertaking that has been entered into, involving a liability against the resources of the current year in
respect of a programme activity, or of the current biernium budget period in respect of the bieanial
support budget.

Regulation 2.2 definition of " partially funded" shall mean the authority to allocate funds against
current or anticipated future years' ineerme revenue;

Reason for revision: The word “current” is added to the definition to clarify that UNFPA may issue
financial authorizations against regular resources for current and future years even though the regular
resource contributions have not yet been received by UNFPA.

Regulation 2.2 definition of "programme” within the context of the form of presentation of the
biennial-support budget shall mean the direct inputs needed to achieve the goals of a specific project or
programme for development cooperation. This may typically include experts, support personnel,
supplies, property, plant and equipment, subcontracts, cash assistance and individual or group
training;

Reason for revision: The addition of “property” and “plant” provide consistency with the IPSAS
standard on “property, plant and equipment”.

Regulation 2.2 definition of "regular resources' shall mean resources available to UNFPA that are
commingled and untied. These shall include pledges-of revenue from voluntary contributions, other
governmental or intergovernmental payments to UNFPA, other contributions from non-governmental
sources, including foundations, private-sector organizations and individuals, interest earnings and
miscellaneous ieome revenue.

Regulation 2.2 definition of "sector budget support” shall refer to the financial contribution to a
government budget, managed by a government entity for a specific set of sector or programme results.
A pooled fund is designed for financing expenses within a sector or a programme through the pooling
of the financial resources by the participating partners. A pooled fund would be contracted out by
government to be managed by an agreed party.
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Reason for addition: UNFPA is currently practising sector budget support, and the addition of this
definition strengthens that practice. In addition, the Regulation provides harmonization and
standardization with UNDP on this Regulation.

Regulation 2.2 definition of " strategic plan” shall mean the document that sets the overall direction
and provides the framework for quiding UNFPA support to programme countries to achieve their
nationally owned devel opment objectives.

Regulation 2.2 definition of “ Trust Fund” shall mean a fund or funds accepted by UNFPA under the
terms of these Financial Regulations and Rules to finance activities specified by the contributor, which
activities must be consistent with the policies, aims and activities of UNFPA.

Reason for revision: The word “Rules’ has been added because references to the trust fund are made in
both the Regulations and the Rules.

Regulation 2.2 definition of " UNFPA Account" shall mean the Account established for the purpose of
accounting for all ircome revenue to UNFPA, but excluding funds of Trust Funds established by the
Executive Board or the Executive Director;

Regulation 2.2 definition of
bliaati nichi i |

Reason for deletion: IPSAS does not use the term “unliquidated obligation”. UNFPA has adopted the
“delivery principle for goods and services’, thereby eliminating the concept of unliquidated obligations.

Reason for deletion: Rules 104.1, 104.2 and 104.3 have been deleted since they deal with accounting
treastment which will be specified by IPSAS.

Regulation 4.8: (b) Contributionsin cash towards the costs of UNFPA country offices shall be credited
to the biernial support budget of UNFPA.

Regulation 4.13: Cost-sharing agreements and contributions thereunder shall be subject to the
following conditions:
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@ Contributions would be denominated for accounting purposes in United States dollars;
however, UNFPA would accept payment in the local currency of a recipient Government to the extent
that such currency could be used to meet project expenditure expense requirements,

Heading: Miscellaneous ineemertevenue

Regulation 4.14: All inceme-revenue to UNFPA shall be classified as miscellaneous #rceme-revenue,
except: E—

@ The treemerevenue from the items specified in Regulations 4.1 through 4.13;
(b) I nterest ireomerevenue;

(© Direct refunds of expenditures expenses in respect of projects during the approved
duration of a project, i.e., before the final allocation for UNFPA assistance to a project is made;

(d) Direct refunds of expenditures expenses in respect of the biennial support budget
during the current biennium budget period;

) Advances or depositsto Trust Funds,

() Revenue derived from the Staff Assessment Plan; and

(¢)] Amounts otherwise designated to be credited to the biennial support budget, including,
inter alia—reome revenue derived from recovery of indirect costs and net-Heeme revenue relating to

procurement services provided to third parties.

Regulation 4.15: Interest or_investment revenue with respect to Special Accounts and Trust Funds
shall be retained unless otherwise authorized by the Executive Director.

Reason for addition: A new Regulation 4.15 is presented. The new wording for this Regulation provides
harmonization and standardization with UNICEF on the treatment of interest or investment revenue.
Meanwhile, the text from the earlier Regulation 4.15 is revised and renumbered as Regulation 4.16.

Heading: Refunds of expendituresexpenses

Rule 104.6:

@ Refunds of expenditures expenses financed from a given biennial support budget,
including refunds obtained as proceeds of the sale of egquipment-and-supplies-assets, shall be credited to
the accounts originally charged if received in the same financial period. Refunds subsequently received
shall be credited to miscellaneous ieemerevenue.

(b Refunds of project expenditures-expenses during the life of a project, i.e., before the
project is financially closed, including refunds obtained as proceeds of the sale of eguipment-and-supphies
assets relating to that project, shal be credited to the project account originally charged. Refunds
subsequently received shall be credited to miscellaneous treemerevenue.
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Reason for revision: The addition of the word “assets’ clarifies, from a budget utilization perspective,
the treatment of proceeds from the sale of assets.

Regulation 4.156: Miscellaneous ineeme revenue shall be credited to the UNFPA Account, as defined
in Regulation 2.2 U (ii), or to other funds administered by UNFPA to which the ireeme-revenue
accrued or from which it was derived.

Heading: Return of miscellaneous ireome revenue by executing agency and implementing partner
Rule 104.7: Miscellaneous income revenue attributable to UNFPA activities which accrues to the

accounts of an executing agency or implementing partner, if any, shal be attributed at the end of each
financial year to the UNFPA Account or to the Trust Fund account to which it relates.

Regulation 5.2: The purpose and I|m|ts of each Trust Fund shaII be clearly deflned at the time the
fund is established.-a » Ay ; . ! !

Reason for deletion: This Rule isbeing replaced by the new Regulation 5.5.

Regulation 5.4: Funds received by UNFPA under Regulation 14.7 for procurement of supplies,
equipment and services on behalf and at the request of Governments, specialized agencies or other
intergovernmental or non-governmental organizations shall be treated as Trust Funds. The ireeme
revenue relating to procurement serwces prowded to third partles shall be used to meet the dHceet cost
of these services. A , ~

suppert-budget

Reason for deletion: The last sentence has been deleted since it deals with accounting treatment.
Accounting treatment will be specified by IPSAS.

Rule 105.3: The Executive Director shall, in the annual financial statements, report for each Trust Fund
the balance on hand at the beginning of the year, the total of contributions and other ireome-revenue,
including interest received, and total expenditures expenses incurred during the year, as well as the
balance remaining at the end of the year.

Rule 105.4: (d) Should payments of Trust Fund contributions towards a specific activity not be received
in accordance with the agreed payment schedule, or the necessary additional financing required to cover
unforeseen increases in expenditures expenses or commitments not be forthcoming from the donor or
donors, the Executive Director may modify or terminate the activity concerned.

Regulation 5.5:_Contributions to Trust Funds shall be subject to the following conditions:

8
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@ Contributions shall be paid in advance of the allocation made for the implementation
of planned UNFPA programme activities, except as provided under the terms of Regulation 5.5(b);

(b) Notwithstanding the provision of Regulation 5.5(a), allocations may be made on the
basis of receivable earmarked contributions, in accordance with risk _guidelines established by the
Executive Director.

Reason for addition: A new Regulation 5.5 is presented. The addition provides a Regulation in support
of the risk guidelines for co-financing agreements established in 2006 and also provides harmonization
and standardization with UNDP on the same Regulation. Meanwhile, the earlier Regulation 5.5 is
renumbered as 5.6.

Regulation-5:5: Regulation 5.6: The Executive Director shall require reimbursement of indirect costs
up to the rates authorized by the Executive Board.

Reason for revision: The Regulation number has been changed to accommodate new Regulation 5.5
above.

Regulation 6.1: The planning period, for the purposes set forth in Article VII, shall be defined in the
multi-year fundingframewerk-strategic plan.

Regulation 6.3: The financial period for the purpose of incurring and accounting for expenditures
expenses in respect of programme activities, including reimbursement of related indirect costs, shall
consist of a single calendar year.

Heading: Period for the bieanial support budget

Regulation 6.4: The financial period for the purpose of both the proposed utilization of resources and
theincurring and accounting for expenel&u%&sexgens& in respect of thebLenmal support budget shaII

consist-of-two-consecutive-calendaryears
shal-be-an-even-year-be established in consultation with the Executive Board to be one or more vears.

Regulation 7.1: The Executive Director shall submit to the Executive Board for its approval a multi-

year—funding—framework dtrategic plan for the utilization of its expected resources during the
forthcoming planning period.

Regulation 7.2: The multi-yearfunding-framework strategic plan shall set forth the goals, outcomes
and projected financial requirements of UNFPA, together with full information as to the main

directions of policy which UNFPA intends to pursue throughout the planning period. It shall include a
multi-year estimate of resources and programme costs.

Regulation 7.3: Subject only to the maintenance on a continuous basis of the reserves set forth under
Article XI1, all resources available to UNFPA after provision has been made for the biernial support
budget, shall be available to the maximum extent possible for programme activities.

Regulation 7.4: In allocating the resources available for programme activities as described in

Regulation 7.3, the Executive Director shall be guided by the multi-yearfunding-framework strategic
plan as approved by the Executive Board.
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Requlation 7.5: Financial authorizations against UNFPA regular resources shall be issued on a
partially funded basis.

Reason for addition: The addition of new Regulation 7.5 allows for the issuance of allocations against
regular resources based on a signed enforceable agreement if cash has not yet been received. In addition,
the Regulation provides harmonization and standardization with UNDP on the Regulation.

Regulation 7.6: The Executive Director shall establish the policies and procedures for UNFPA
participation in sector budget support and pooled funds. The policies and procedures shall provide that
UNFPA may make financial contributionsto either sector budget support or pooled funds. The policies
and procedures shall provide for UNFPA reporting to the Executive Board on the financial status of
funds obtained from or through UNFPA based on the totality of commingled resources contributed to
the sector budget support or pooled fund, on the basis of programme and financial reporting
established in the agreement among the participants to, and governing, the sector budget support or
pooled fund. The expense recognition for UNFPA resources contributed to the sector budget support
or _pooled fund shall be on a prorated bass including the total contributions by the participating

partners.

Reason for addition: UNFPA is currently practising sector budget support, and the addition of this new
Regulation 7.6 strengthens that practice. In addition, the Regulation provides harmonization and
standardization with UNDP on this Regulation.

Regulation 8.1: Consistent with the goals set forth in the multi-yearfunding-frameweork-strategic plan
as approved by the Executive Board, the Executive Director shall plan for the delivery of UNFPA

assistance in order to achieve the goals set out in the multi-yearfunding-framewerk strategic plan,
subject to resources reasonably expected to be available.

Rule 108.1.
@ The Executive Director shall review, as often as may be necessary, the adequacy of the

multi-yearfunding-framework strategic plan in order to ensure that actual and planned expenditures

expenses do not exceed resources available and correspond as closely as possible to the level of resources
expected to be available for that purpose.

(b Programme activities and expenditures expenses are approved and implemented subject
to the availability of funds, i.e., cash at hand or irrevocable letter of credit.

Regulation 8.9: The net recovery of indirect costs shall be credited to the biernial support budget.

Heading: Article | X — BFEENNIAL SUPPORT BUDGET
Proposed bieantal support budget

Regulation 9.1: The biennial support budget as defined in Regulation 2.2 B (i) shall be prepared by the

Executive Director and shall be linked to the multi-yearfundingframework strategic plan for the
current planning period.

10
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Heading: Preparation of biennial support budget

Rule 109.1:

€) The proposed biennial support budget, both for income revenue and for expenditure
expenses, shall be prepared in accordance with the guidelines contained in document DP/1997/2,
“Harmonization of Budgets: UNDP, UNFPA and UNICEF” and any revisions thereto.

(b Budget expenditures expenses shall include salaries and other emoluments of staff
members calculated, for the purposes of the proposed biennial support budget, on a net basis
corresponding, for each grade, to the net salary scales approved for United Nations staff members of the
same grade by the General Assembly.

(© The Executive Director, as authorized to do so by decision of the Executive Board at the
time of its approval of the biennial support budget, may transfer appropriations between appropriation
lines within the biennial support budget, within authorized limits.

(d) The proposed biennial support budget shall contain provision to reimburse UNFPA staff
members for income taxes levied on them in respect of earnings derived from employment with UNFPA.

Regulation 9.2: The biennial support budget shall cover proposed expenditures-commitments, expenses
and anticipated ircome revenue related to the bieanial support budget and shall be presented in United
States dollars.

Reason for revisions: The support budget will cover proposed legally binding contracts with third parties
such as purchase orders and contracts that have been approved but not yet received.

Regulation 9.3: The Executive Director shall, at each session of the Executive Board immediately
prior to the commencement of a biernium budget period, submit his’her proposed biennial support
budget for the coming biennium budget period. This proposed biennial support budget shall be
transmitted to all Members of the Executive Board at least six weeks prior to the opening of that
session of the Executive Board.

Regulation 9.4: The Executive Director shall also transmit the proposed biernial support budget to the
Advisory Committee for examination and report at the same time as it is transmitted to Members of the
Executive Board under Regulation 9.3 above.

Regulation 9.6: The Executive Board shall, at the session immediately prior to the commencement of a
biennium budget period, adopt the biennial support budget for the following bierrium budget period.

Rule 109.2: The Director, Division for Management Services, shall issue annua guidelines concerning
budget allotments and expenditures expenses.

Heading: Form of the proposed bieanial-support budget

Regulation 9.7: The proposed biennial-support budget shall be prepared in accordance with the
guidelines approved by the Executive Board, and shall be accompanied by such information annexes

11
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and explanatory statements as may be requested by the Executive Board or as the Executive Director
may deem necessary and useful.

Regulation 9.8: Subsequent to a session of the Executive Board in the second year of a-biernrium the
budget period, the Executive Director may utilize a budgetary contingency provision of up to three per
cent (3%) of the approved gross appropriation for unforeseen requirements resulting from currency
movements, inflation or decisions of the General Assembly. Such usage shall be reported to the
Executive Board at its next regular session through the Advisory Committee.

Rule 109.3: Subject to the provisions in Regulation 9.8 the Executive Director is authorized to commit
funds in excess of the approved gross appropriations to a maximum of 3% and is required to report such
over-expenditures expenses to the Executive Board through the Advisory Committee.

Heading: Supplementary biennial-support budget proposals

Regulation 9.9: Supplementary proposals to amend the biennial-support budget may be submitted by
the Executive Director whenever necessary.

Regulation 9.10: The Executive Director shall prepare supplementary proposals to amend the biennial
support budget in a form consistent with the approved bierrial-support budget and shall submit such
proposals to the Executive Board. They shall also be submitted to the Advisory Committee for
examination and report thereon to the Executive Board.

Heading: Supplementary bieanial-support budget proposals

Regulation 10.2: Budgets issued by the Executive Director which authorize the incurring of
expenditures expenses and the entering into of commitments, shall constitute a ceiling on expenditures
expenses for the current year and on commitments for future years in connexion with UNFPA
assistance to the project for which the budget was given.

Regulation 10.3: Budgets shall be available for expenditure expenses and for commitment for the
duration of the project to which they relate. Following project completion, the balance of the unspent
funds shall revert to the UNFPA Account.

Regulation 10.4: Within the limit of the total annual estimated programme expenditure expenses, the
Executive Director shall be authorized to incur expenditures expenses above or below the |nd|V|duaI
annual estimates made for each project in accordance with the actual progress and requirements of
such projects.

Rule 110.1:
@ The Executive Director may approve budgets on either an annual or a multi-year basis, in

accordance with the-mukti-yearfunding-framework strategic plan, to cover expenditures-expenses that
may be incurred with respect to country and intercountry projects financed from the UNFPA Account.

Such budgets shall in each case be subject to the availability of funds.

(b) Subject to the mutti-year-funding-frameweork-strategic plan as approved by the Executive
Board and to the provisions of Regulation 8.2 and Rule 108.1, the Executive Director may, from time to

time, approve revisions of the approved budgets referred to in subparagraph (@) including:

12
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) Revisions for the purpose of reflecting changes in the rate of actual expenditure
expenses on a project, with a consequent rephasing of inputs to the project from one year
to another; oF

(©) The Executive Director shall monitor closely the need for such revisions in consultation
with the executing agency and/or implementing partner (if any) and the recipient Government, and,
subject to the overall limits set out in the mutti-year-funding-framewerk strategic plan, shall give effect to
such changes in budgets as may be necessary in order to ensure the optimum utilization of all resources
available to UNFPA.

Rule 110.3:

@ Savingg/deficits on the liquidation of obligations charged to financially completed
projects shall be credited/charged to the UNFPA Account under Miscellaneous Hreome Revenue or to
other funds administered by UNFPA from which the savings/deficit was derived.

(b) Unforeseen disbursements or refunds in respect of financially completed projects shall be
charged/credited to the UNFPA Account under Miscellaneous Haeome-Revenue or to other funds
administered by UNFPA from which the disbursement/refund derived.

Regulation 10.5: The final budget for UNFPAs assistance to a project made under the provisions of
Regulation 10.3 above shall remain available for the period of time required to discharge any
outstanding tegal ebligation commitments of the project. When all legal ebligations commitments
against the budget have been discharged, any balance of funds advanced shall be reimbursed to
UNFPA.

Reason for revision: Under the delivery principle, it isthe “commitment” in the form of a purchase order
that is approved but not yet received that will need to remain available to be discharged.

Heading: ARTICLE XI. APPROPRIATIONS FOR THE BHENMNIAL SUPPORT BUDGET

Regulation 11.1: Appropriations for the biernial support budget approved by the Executive Board
shall constitute an authorization to the Executive Director to ireurobligations enter into commitments
and incur_expenses and to make payments for the purposes for which the appropriations were
approved and up to the amounts so approved.

Reason for revision: Under IPSAS “appropriations’ constitute an authorization to enter into a
commitment in the form of a purchase order that is approved but not yet received and an expense in the
form of areceipted purchase order or disbursement.

Heading: Appropriationsfor the biennial-support budget

Rule 111.1:

@ Subject to the provisions in Regulation 9.8, the Director, Division for Management
Services, shall be responsible for ensuring that all expenditures expenses and commitments relating to the
biennial support budget as approved by the Executive Board remain within the appropriations and are
incurred and entered into, respectively, only for the purposes approved. He/she shall at the beginning of

13
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each biennial budget period make allotments of funds on a basis that conforms to the main objects of
expenditure expenses approved by the Executive Board.

(b The Director, Division for Management Services, may increase or decrease the amount of
an allotment as required. No office may transfer allotments between expenditure expense categories,
except with hig/her written approval.

(© At the end of the first calendar year of a biennium budget period any unencumbered
balance of appropriations shall be carried over and remain available for expenditure expenses in the
seeend following year, as authorized by the Director, Division for Management Services.

Rule 111.2: The Deputy Executive Director, Management External Relations, United Nations Affairs and
Management®, together with the Director, Division for Management Services, and the Director, Division
for Human Resources, shall issue at the beginning of each year a staffing table indicating the number and
grade of posts approved for that year by the Executive Board in the biennial-support budget.

Regulation 11.2: Appropriations for the bieanial support budget shall be available for ebligation
commitments and expenses during the biernitm budget period to which they relate.

Reason for revisions. From a budget utilization perspective, “appropriations’ shall be available
following the end of the budget period for commitments in the form of purchase orders that have been
dispatched but not yet received.

Regulation 11.3: Appropriations shall remain available for 12 months following the end of the
biennium-budget period to which they relate to the extent that they are required to discharge any
outstanding ebtgatien-commitments of the biernium budget period. The balance of the appropriations
shall revert to the UNFPA Account.

Reason for revisions: From a budget utilization perspective, “appropriations’ shall be available for 12
months following the end of the budget period for commitments in the form of purchase orders that have
been dispatched but not yet received.

Regulation 11.4: At the end of the 12-month period provided in Regulation 11.3 above, the then
remaining balance of any appropriation retained will revert to the UNFPA Account. Any unliguidated
oeblgation commitments of the biernium budget period in question shall at that time be cancelled or,
where the ebligatien commitment remains a valid eharge, transferred as an-ebligation a commitment
against current appropriation.

Reason for revisions: Under the principle of receipt accrua commitments in the form of purchase orders

dispatched but not yet received will be reviewed at the end of the period for validity. Valid commitments
will berolled over to the next fiscal year; commitments deemed invalid will be cancelled.

Heading Review-of untiquidated-obligations

IN.B. The current title * Deputy Executive Director (Externa Relations, United Nations Affairs and Management)” replaces the
old title “Deputy Executive Director (Management)” and its abbreviation “(DED-M)” and would aso be reflected in the other
UNFPA Financial Regulations and Rules that are not contained in the present document as they are not being revised in any other
way.
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Reason for deletion: IPSAS does not use the term “unliquidated obligation”. UNFPA has adopted the
“delivery principle for goods and services’, thereby eliminating the concept of unliquidated obligations.

Reason for deletion: IPSAS does not have the concept of an unliquidated obligation. Under the practice
of purchase order rollover there are no longer commitments to be reviewed against prior period
appropriations.

Regulation 11.5: Transfers between the appropriation lines for the biennitm-budget period may be
made by the Executive Director, subject to such limits as the Executive Board may specifically decide
with the concurrence of the Advisory Committee.

Regulation 12.1: There shall be established a UNFPA Account to which all of the ircome revenue to
UNFPA derived from the sources specified in Article 1V and receivable in cash shall be credited and
against which all expenditures-expenses on behalf of UNFPA shall be charged, except for-theeme
revenue and expenditures expenses in respect of Trust Funds administered by UNFPA.

Rule 112.1: The level of the operational reserve, to be established at the end of each fiseal year, shall be
calculated at 20 per cent of total regular #rcome revenue for that year.

Reason for deletion: The deletion simplifies the definition of when the level of the operationa reserve
needs to be calculated.

Regulation 13.6: Hreeme Revenue derived from placement of funds etherthanFrustFunds shall be
credlted to the UNFPA Account unless otherwise authorlzed by the Executlve Director. —Lneeme

Reason for revision: The added phrase “unless otherwise authorized by the Executive Director” would
prevent interest earned on thematic trust funds from being transferred to UNFPA regular resources. The
deletion of the second sentence makes the Regulation consistent with Regulation 4.15.

Regulation 14.1: The Executive Director shall:
@ Establish detailed financial rules and proceduresin order to ensure effective financial
administration and the exercise of economy, and circulate the Financial Rules to Members of the

Executive Board for information at least 30 days before they become effective;

(b) Designate the staff who may make commitments on behalf of UNFPA;

(© Designate the staff who record the receipt of goods and services on behalf of UNFPA;
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(d) Cause all commitments and recording of expense to be made on the basis of supporting
documents which ensure that funds are available to cover the anticipated claim;

(e Ensure that all commitment decisions are within the UNFPA mandate and provide best
value for money to the organization;

()] Designate the staff who may verify that payments may be made on behalf of UNFPA;

(o)) Cause all payments to be made on the basis of supporting vouchers and other
documents which ensure that the services or goods have been received, and that payments have not
previously been made;

(h) Designate the officers who may receive moneys on behalf of UNFPA,;

() Maintain an internal financial control which shall provide for an effective current
examination and review of financial transactionsin order to ensure:

0] The regularity of the receipt, custody and disposal of all funds and other
financial resources of UNFPA,;

(i) The conformity of expenditures expenses and commitments with the budgets,
appropriations or other financial provisions decided upon by the Executive Board;

(iii) The economic use of the resources of UNFPA.

Reason for revisions: All sections from Regulation 14.3 were included in Regulation 14.1, effectively
eliminating the need for Regulation 14.3.

Regulation 14.2: There shall be a separation of duties as defined by the UNFPA Internal Control
Framework.

Reason for deletion: The separation of duties is aready defined in detail in the Internal Control
Framework, and it is redundant to repeat them in the Financial Regulations and Rules.
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Reason for deletion: All sections from Regulation 14.3 are now included in Regulation 14.1.

Heading:-Expenditure Expense control

Rule 114.1:
@ The Director, Division for Management Services, shall ensure that, except as provided in

Rule 114.4(a)(iii), no propesed expenditure- expense shall be incurred unless it is supported by an
appropnate ebt+gat|-ng commitment document S|gned by a committi ng offlcer pursuant to RuIe 114.2.

a : Except as otherW|se pI’OVI ded in Rule 114. 1(b)
actlon to ebligate commit commlt shall be based on awritten contract, purchase order, agreement or other form of

undertaking.-er-acknewledgement-of-Habitity- by UNFPA.

(b Any increase in the amount of an-ebligation a commitment recorded-inr-the-aceounts in
excess of an amount established by the Executive Director from-timete-time pursuant to subparagraph (a)
shall require an amended ebligating commitment document to be issued. Should an invoice be presented
for payment in an amount which exceeds the amount of the ebligation commitment as-+ecerded by more
than an amount establlshed by the Executlve D|rector #em—tl-mete-tl-me pner—eemmttﬂ-ng—ef—thepeyment

commitment must be amended.

Reason for revisions: The concepts of commitment and obligation under IPSAS are different from those
under UNSAS, as noted in the revised definition of “commitment” in Regulation 2.2 as shown above.

Rule 114.4 (a) (iii): The payment is made against a recorded eemmitment obligation of resources entered
into by an appropriate committing officer or avalid budget, where applicable;

Reason for revision: Under IPSAS payments are made against an obligation that has been recorded as a
liability in the books of the organization. Under IPSAS an obligation is in the form of a purchase order
where goods have been received or services rendered.

Rule 114.7(d): , ~
icon e

Reason for deletion: The Ruleis repeated under Rule 114.10(a).

Regulation 14.4: Expenditures Expenses for the current year and commitments for future years shall
be incurred and entered into, respectively, only after budgets for programme activities, allotments in
respect of the biennial support budget or other appropriate authorizations have been made in writing
under the authority of the Executive Director.
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Rule 114.10 (a): Any loss of cash, inventory, other assets or negotiable instruments shall be reported at
once to the Director, Division for Management Services.

Reason for revision: The addition of the words “inventory, other assets’ makes the Rule compliant
with IPSAS on inventory, and property, plant and equipment.

Rule 114.10 (b): The Executive Director shall require the Director, Division for Management Services, to
make a full investigation of al cases involving the writing off of such losses. ef-cash-or-therecorded
value-ofacecounts-or-netesreceivable. He/she shall also require a similar investigation and report of all
cases involving the loss of UNFPA steckheldings-er—property cash, inventory and other assets before
writing off such losses or authorizing the adjustment of UNFPA inventory—or-property-records to bring
the balance shown by the records into conformity with actual quantities held following such loss.

Reason for revision: The addition and deletion of some phrases makes the Rule compliant with IPSAS
on inventory, and property, plant and equipment.

Regulation 14.7: (a) The procurement functions of UNFPA include all actions necessary for the
acquisition, by purchase or lease, of property, including construction, of goods, real property and

services. ieckuding-construction-

Reason for revision: The new wording, including moving the words “including construction”, isin line
with the IPSAS principle of property, plant and egquipment.

Rule 114.11(b) (ii): shall establish review committees, at headquarters and other locations, to render
written advice to the CPO on procurement actions leading to the award or amendment of procurement
contracts, which, for purposes of these Regulations and Rules, include agreements or other written
instruments such as purchase orders, and contracts that involve ieeme-revenue to UNFPA. The CPO
shall establish the composition and the terms of reference of such committees, which shall include the
types and monetary values of proposed procurement actions subject to review.

Regulation 14.10: In conformlty W|th Executlve Board deC|S|on 96/3, UNFPA may procure and hoId
stocks of essential cortracep 2zl OrApP espond-to-emergency-regques

assistahee: goods in support of reproductlve health Iheumven{el:y—vameef—ﬂm—steelehetdmgs—shal-t
be shown in the accounts as an asset.

Reason for deletion: The new wording gives flexibility in the use of holding stocks of essentia
contraceptive products beyond emergencies. The accounting treatment of inventory will be handled
through the IPSAS standard.

Rule 114.20 (c)
) the regularity of the receipt, custody, expenditdres expense, accounting and reporting of
al financial resources of UNFPA, and the effectiveness of UNFPA existing internal controls and
financial accounting systems;

(i) the conformity of expenditures expenses with the purposes for which funds were
appropriated or otherwise provided by the Executive Board and the financial authorizations
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issued thereunder, or with the purposes and rules relating to Trust Funds administered by UNFPA
or with agreements with other United Nations organizations and other entities;

Regulation 15.2: Each executing agency or, under the harmonized operational modalities,
implementing partner, shall maintain such accounts and records as are necessary to enable it to report
on the financial status of funds obtained from UNFPA, including in particular the balance of recorded
allocations, expenditures or_expenses and commitments, except in the case of sector budget support
and pooled funds.

Reason for revision: Traditional audit procedures and financial reporting need to be modified for sector
budget support. In addition, changes and additions provide harmonization and standardization with
UNDP on regulations related to sector budget support.

Regulation 16.1: For the years 2010 and 2011 the Executive Director shall submit biennial financial
statements biennially in respect of the UNFPA Account and in respect of all other funds administered
by UNFPA, in accordance with United Nations System Accounting Standards shewing:. Effective with
the 2012 financial statements the Executive Director shall submit financial statements annually in
accordance with I nternational Public Sector Accounting Standards.

Reason for revision: For financial statement purposes the financial period will be biennial under UNSAS
and annual under IPSAS. This change allows operating under both standards until UNFPA isfully IPSAS
compliant. Sections (a) through (€) are not required to define what financial statements will be prepared.
IPSAS defines what financial statements need to be prepared. The statement concerning the submission of
financial statements in accordance with IPSAS starting in 2012 commits UNFPA to be fully compliant
with IPSAS by that date.

Rule 116.1(a): All financial transactions-heluding-pledges-from-Governments; shall be recorded in the

International Public Sector Accounting Standards.

Reason for revision: The accounting treatment will be under UNSAS until UNFPA is fully IPSAS
compliant. The statement concerning the recording of financial transactions in accordance with IPSAS
starting in 2012 commits UNFPA to be fully compliant with IPSAS by that date.

19



DP/FPA/2009/12

Rule 116.1(e): Upon the closing of the accounts at the end of afinancial year the Executive Director shall
cause a revaluation to be made of cash balances and other assets and liabilities held in currencies other
than US dollars, based on the Unlted Nations operatlonal rate of exchange on 1st January of the year
foIIowmg the date of closmg Any-ga » lual tthal

Reason for deletion: The last sentence deals with accounting treatment. Accounting treatment is
specified by IPSAS.

Rule 116.2 (b): The Executive Director shall sign the financial statements following certification and
submit them to the United Nations Board of External Auditors not later than 30 April of the year
following the end of each-biennium the 2010-2011 biennium. Effective with the year 2012 financial
statements, and every year thereafter, financia statements will be submitted not later than 30 April of the
following year. Copies of the financial statements and schedules referred to in this Rule shall be
submitted at the same time to the Advisory Committee.

Reason for revision: For financial statement purposes the financial period will be biennial under UNSAS
and annual under IPSAS. This change will alow issuance of statements under UNSAS until UNFPA is
fully compliant with IPSAS.

Rule 116.2 (c) (ii): statements of unspent allocations for programme activities and urhguidated
ebligatiens commitments of the bienanial support budget;

Reason for revision: The concept of unliquidated obligations does not exist under IPSAS. A statement of
commitments will need to be included as a supporting schedule.

Rule 116.2 (c) (iv) (bb): asummary of miscellaneous ireemerevenue; and
Regulation 16.3: The accounts shall be submitted by the Executive Director, not later than 30 April of

the year following the end of each biernium-financial period, to the United Nations Board of Auditors
for examination and opinion.

Reason for revision: For financial statement purposes the financial period will be biennial under UNSAS
and annual under IPSAS. This change will allow issuance of statements under UNSAS until UNFPA is
fully compliant with IPSAS.

Regulation 17.1: The External Audit provisions of Article VIl of the United Nations Financial
Regulations have been annexed for information to these Regulations and shall, mutatis mutandis,
apply to UNFPA, except that:

(b) Executing agencies or, under the harmonized operational modalities, implementing partners,
which are organizations of the United Nations system shall transmit to the Executive Director for
submission to the Executive Board biennial accounts showing the status of funds allocated to them by
the Executive Director for the execution of UNFPA activities. Effective from their submissions for the
year 2012 executing agencies or, under the harmonized operational modalities, implementing partners,
which are organizations of the United Nations system, shall transmit to the Executive Director for
submission to the Executive Board annual accounts showing the status of funds allocated to them by
the Executive Director for the execution of UNFPA activities. Such accounts shall bear audit
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certificates from the organizations External Auditors and shall be accompanied by their reports, if
any, and copies of any relevant resolutions adopted by their legidative or governing bodies;

Reason for revision: The second sentence that has been added above in “(b)”, concerning the submission
of accounts annually starting in 2012, commits UNFPA to full IPSAS compliance by that date.

Regulation 17.2:

(a) The Executive Director shall ensure that, except for organizations of the United
Nations system, executing agencies or, under the harmonized operational modalities,
implementing partners shall require their auditors to follow, to the extent feasible, the audit
principles and procedures prescribed for the United Nations with respect to funds obtained
from or through UNFPA, and shall ensure that each project is audited periodically as required
by the Executive Director, but at least once in its lifetime_except in the case of sector budget
support and pooled funds.

(b) In _the case of sector budget support or pooled funds, resources obtained from or
through UNFPA shall be audited in accordance with the audit provisions established in the
agreement among the participants to, and governing, the sector budget support or pooled fund,
consistent with the policies and procedures for UNFPA participation in sector budget support
and pooled funds, established by the Executive Director.

Reason for revision and addition: References to sector budget support and/or pooled funds have been
added above in “(@)”. Section “(b)” is a new section of the Regulation. Traditional audit procedures and
financial reporting need to be modified for sector budget support. In addition, changes and additions
provide harmonization and standardization with UNDP on regulations related to sector budget support.
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