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Observations and recommendations of the Advisory 
Committee on Administrative and Budgetary Questions 
on the note requesting authorization from the United 
Nations Economic and Social Council/General Assembly 
for UNICEF to utilize financing instruments in support 
of its operations 
 
 
 

Summary 
This document presents the observations and recommendations of the Advisory 

Committee on Administrative and Budgetary Questions (ACABQ) and is based on a 
letter dated 5 May 2022, reference number AC/2202, addressed to the Executive 
Director of UNICEF, copying the United Nations Controller, the Executive Secretary 
of the Fifth Committee and the Secretary, Chief Executives Board, from the Chairman, 
ACABQ, on the note requesting authorization from the United Nations Economic and 
Social Council/General Assembly for UNICEF to utilize financing instruments in 
support of its operations (E/ICEF/2022/AB/L.7). 

 

  

https://undocs.org/E/ICEF/2022/AB/L.7


  
 

  
 2/14 

 

1. Below please find the observations and recommendations of the Advisory 
Committee on Administrative and Budgetary Questions on the Note requesting 
authorization from the United Nations Economic and Social Council/ General 
Assembly for UNICEF to utilize financing instruments in support of its operations 
(E/ICEF/2022/AB/L.7).  

2. The Advisory Committee met online with representatives of UNICEF, who 
provided additional information and clarification, concluding with written responses 
received on 22 April 2022. I should be grateful if you would place the Advisory 
Committee’s letter before the UNICEF Executive Board at its forthcoming session 
from 14 to 17 June 2022. 

3. The Note and in its annex indicate that UNICEF requests that authority be 
granted to its Executive Board to oversee and to approve the utilization of various 
financing instruments for fundraising and other critical operations of UNICEF on an 
ongoing basis, including for example unrated bonds, pre-financing mechanism, and 
concessional and no-interest loans. The ability to utilize new financing instruments 
for fundraising investments will generate additional resources for UNICEF 
programmes. Access to no-interest financing will also be attractive and beneficial to 
UNICEF programme delivery linked to donor grants where resources only become 
available on a cost-reimbursement basis. No-interest financing will address the need 
for upfront working capital and mitigate the constraints around upfront funding 
imposed by using regular resources reserves. 

4. Upon enquiry, the Committee was informed that projections can and will be 
developed once and if authority is given to the Executive Board. The Note also 
indicates that if authority is granted to the Executive Board, UNICEF will explore the 
best options and opportunities to respond to the programmatic and operational needs. 
This can include potential instruments in partnership with sovereign and government 
entities. The Advisory Committee is of the view that, in exploring options for 
financing arrangements, consideration should also be given to public funding, 
for example, under sovereign funds. 

5. The Note indicates that financing instruments will also leverage the appetite of 
investors and high net-worth individuals for investment in the Sustainable 
Development Goals. Several high-net-worth individuals have expressed their interest, 
through the National Committees, to provide resources through financing 
mechanisms for UNICEF to reach more children, with repayment of the principal 
amounts and the possibility of zero interest, or at a concessional rate. Concessional 
loans have more generous terms than market loans. Concessional loans generally 
include below-market interest rates, grace periods in which the loan recipient is not 
required to make debt payments for several years, or a combination of low interest 
rates and grace periods. 

6. It is also indicated that the proposed financing instruments aim to finance the 
growth of private sector fundraising, including in emerging markets, and other critical 
operations of UNICEF to achieve the child-related Sustainable Development Goals. 
The ability to utilize new financing instruments for fundraising investments will 
generate additional resources for UNICEF programmes. Programme-related 
investments, for example, are a new, but mostly underused, area of philanthropy that 
offer non-profit organizations resources at low or no interest. This makes programme-
related investments a real opportunity for UNICEF to explore as a potential recipient 
of such investments. 

7. The Advisory Committee sees merit in further exploring the use of 
financing instruments to support UNICEF’s operations, leveraging its extensive 
experience and positive record in private sector fundraising. However, as the 
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proposal by UNICEF would entail a departure from current broad legislative 
directives governing the financial management of the United Nations, with 
possible system-wide implications, the Committee therefore considers that the 
decision regarding the envisaged utilization by UNICEF of various financing 
instruments should remain under the sole purview of the General Assembly (see 
paras. 22, 28 and 29 below). 

8. The Advisory Committee is of the view that clear criteria that determine 
when borrowing should be initiated by UNICEF, including financial and 
operational benchmarks, should be presented and also include: (i) purpose of use 
of borrowed funds (e.g. fundraising, pre-financing for grants on cost 
reimbursement, etc.); (ii) maximum duration of the financial vehicles as well as 
maximum level of borrowing per year; (iii) impact on UNICEF operational 
reserves, including on minimum and maximum amounts. 

9. Taking the above observations into consideration, the Advisory Committee 
recommends, at this stage, that a pilot project for three years, with a pre-
determined scope, including a clear determination of financing instruments and 
corresponding risk mitigation procedures be explored, as well as a ceiling level 
of borrowing authorized per year, and exclusive use for supporting private sector 
fundraising efforts (see paras. 28 and 29 below). 

Risk management and mitigation 

10. According to the Note, the first identified risk is the risk of default related to the 
potential lack of return on investment, with investments not generating enough 
resources to repay principal amounts and interest due, with UNICEF ultimately 
having to utilize the regular resources reserves. This risk will be managed through a 
rigorous review of each proposal, sound business planning and cash flow analysis 
based on historical data and financial analysis. Upon enquiry, the Committee was 
informed that UNICEF would preserve, and not waive its privileges and immunities 
in any contracts and agreements and would aim to structure financing agreements and 
contracts with no legal obligation to repay in the event of a default. However, the 
actual terms and conditions of future agreements will depend on the specific 
circumstances, including the type of instrument, the institution that UNICEF partners 
with and the investors, similar to the conditions used in financing arrangements with 
the World Bank bonds issuance, or use guarantees provided by traditional donors 
(similar to those provided for the Vaccine Independence Initiative) as an extra 
protection for UNICEF. 

11. A second risk indicated in the Note is the potential currency volatility in markets 
whose cash flows are the source of repayment of these financing instruments. The 
monetary value of the instruments utilized will be closely monitored to ensure cash 
flows are more than sufficient to cover currency volatility against the United States 
dollar. UNICEF has demonstrated the capacity to adequately mitigate foreign 
exchange impact in past years. 

12. A third potential risk is related to the capacity of UNICEF to demonstrate the 
impact of the private sector fundraising income generated from the proceeds of these 
financing instruments in a manner that appeals to a new audience. Because potential 
investors will be new or non-traditional donors, UNICEF will adapt existing reports 
to make them appropriate for and accessible to this new audience. 

13. A final area of risk includes the potential exposure of UNICEF to criticism for 
using donations to repay principal and interest on a financing instrument. The 
deployment of resources from the financing instruments in private sector fundraising 
is expected to generate sufficient resources to cover repayment of the principal and 
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related interest, as well as significant resources for UNICEF programmes. UNICEF 
plans to convey this to the public transparently and to explain the value and use of 
these donations. 

14. The Advisory Committee trusts that a detailed description of the specific 
financing arrangements to be used would be provided, as well as a detailed risk 
analysis and risk management parameters for each investment vehicle; and 
overarching mandatory risk management parameters, such as the maintenance 
of UNICEF’s privileges and immunities under international law and ensuring 
that there are no liabilities to the Fund’s regular resources (see para. 9 above). 

Oversight and reporting  

15. The Note indicates that the UNICEF Executive Director will operate within 
parameters to be established by the Executive Board, upon advice from the UNICEF 
Comptroller, to ensure that a proper governance and oversight mechanism is in place. 
The Executive Director shall, in respect of borrowing transactions completed by 
UNICEF, submit to the Board a report in such form, frequency and content as the 
Executive Board may determine. The Advisory Committee trusts that the 
implementation and results of the pilot will be reviewed: (i) during the annual 
reporting to the UNICEF Executive Board and investment committee (see para. 
17 below); (ii) during periodic audit reviews by the Board of Auditors in the 
context of its annual review of the financial statements of UNICEF; (iii) by an 
external, outside, audit firm with specialized expertise in the use of financing 
instruments for the purposes of borrowing; (iv) and during the periodic 
reporting to the Advisory Committee in the context of the proposed programme 
budget, and its midterm review. 

Establishment of an Advisory Committee  

16. The Note also indicates that the Executive Director shall during first regular 
session of each year, submit to the Executive Board an indicative borrowing 
programme for that year, which the Board shall approve for the year, with all 
borrowing activities to be consistent with the borrowing programme as approved by 
the Board. Interest, charges, expenses and amortization payments made in respect of 
a borrowing transaction shall be borne by the resources generated by the fundraising 
investments. 

17. Taking into consideration that the UNICEF Executive Board currently does 
not have an expert subsidiary body like the Investment Committee of the United 
Nations Joint Staff Pension Fund and its rules of procedure allow it to create 
such committees as and when deemed necessary, the Advisory Committee is of 
the view that there is a need to establish, for the duration of the pilot, an Advisory 
Committee under the UNICEF Executive Board to advise on financial aspects of 
specific funding agreements considered for approval. 

UNICEF private sector mobilization efforts 

18. Upon enquiry, the Advisory Committee was informed that private sector revenue 
totaled $1.61 billion in 2020 compared to $1.42 billion in 2019, an increase of $189.8 
million (13.4 per cent). Within total private sector revenue, regular resources revenue 
totaled $719.9 million, an increase of $64.9 million (9.9 per cent) compared to 2019; 
other resources revenue totaled $889.2 million, an increase of $124.9 million (16.3 
per cent) compared to 2019. Within other resources revenue, other resources (regular) 
revenue was $598.3 million, a decrease of $22.3 million (3.6 per cent) compared to 
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2019; other resources (emergency) revenue was $290.9 million, an increase of $147.2 
million (102.4 per cent) compared to 2019. 

19. The Advisory Committee was also informed that private sector fundraising 
requires investment to maintain current income and to grow future income. Total 
investment in UNICEF private sector fundraising is financed in part by the National 
Committees for UNICEF and Country Offices with established private sector 
fundraising operations (PSFR COs) using up to 25 per cent of funds raised in their 
markets, and in part by the investment funds approved by the Executive Board for 
strategic deployment across all UNICEF fundraising markets. In the period 2016 to 
2020, the Private Fundraising and Partnerships Division allocated investment funds 
totaling $440 million for use in some 50 fundraising markets in National Committee 
countries and PSFR COs fundraising markets. While these investments have not yet 
fully matured, they have already generated revenue totaling more than $1 billion and, 
cumulatively, are expected to have generated projected revenue totaling more than $2 
billion by 2025. The required rate of return, of 3:1 over 36 months, has been 
consistently met or exceeded for investment fund allocations made in the period 2016 
to 2020. The Advisory Committee acknowledges the results achieved by UNICEF 
on the development and implementation of a successful and well-established 
private sector fundraising operation. 

Current pilot project and opinion of the United Nations Office of 
Legal Affairs 

20. In the presentation of its business rationale on the use of financing instruments, 
UNICEF recalls that during its first regular session of 2021, the Executive Board 
authorized UNICEF to execute a financing instrument in partnership with the 
International Bank for Reconstruction and Development (World Bank) to raise 
additional financing for investment in private sector fundraising, as a pilot project 
(so-called forward flow arrangement) limited to an amount of $50 million. Upon 
enquiry, the Committee was informed that following a risk-informed approach to 
planning for and allocating the funds received from the World Bank, UNICEF has 
fully allocated the $50 million to emerging market countries through two rounds of 
allocations (30.8 per cent in June and 69.2 percent in December 2021). Preliminary 
results reported to the World Bank indicate revenue of $177.1 million generated by 
emerging markets for the period from March to December 2021, what has triggered 
UNICEF’s obligation to repay the borrowed funds as per the agreement with the 
World Bank, thus eliminating the risk of default for the investors.  

21. As described in paragraphs 18–19 of the Note, in its approval of the pilot effort 
in 2021, the Board requested that the United Nations Office of Legal Affair assess 
this financial arrangement and determine whether an update to UNICEF Financial 
Regulations and Rules would be required to enable future transactions of this type to 
occur beyond the pilot. The Advisory Committee was provided with the opinion of 
the Office of Legal Affairs stating that the Office has consistently advised that, 
pursuant to the Charter of the United Nations and the United Nations Financial 
Regulations, borrowing cannot be carried out without the prior approval of the 
General Assembly, and that any such borrowing must be effected under the terms and 
conditions established by the Assembly, and has always been carried out pursuant to 
the express authorization of the General Assembly (see para. 20/ annex to the present 
letter). In its opinion, the Office of Legal Affairs concluded that if UNICEF desires 
to engage in further transactions in the nature of the forward flow arrangement with 
the International Bank for Reconstruction and Development, UNICEF should first 
seek the approval of the Assembly. Furthermore, if the Assembly were to authorize 
such transactions on an ongoing basis, UNICEF would then have to appropriately 
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amend the UNICEF Financial Regulations and Rules to provide for such transactions 
(see para. 22/ annex to the present letter).  

22. The Advisory Committee concurs with the Office of Legal Affairs and 
considers that any borrowing, including on a pilot basis, must be effected under 
the terms and conditions established by the General Assembly. The Committee 
notes the preliminary positive results already reported to the World Bank and 
looks forward to detailed updates, including lessons learned, on the pilot project 
(see also paras. 28 and 29 below). 

Other experience from the United Nations system 

23. Upon inquiry, the Advisory Committee was informed that there are no other 
United Nations organizations that have access to private sector financing. Other 
United Nations agencies are primarily replicating the UNICEF PSFR model. These 
include UNHCR, WFP, UN- Women, and UNFPA. However, none of these agencies 
have access to financing from capital markets or from private capitals and are relying 
on internal funding. Some of the proposed innovative finance mechanisms cannot and 
will not become an instrument to be used and replicated as such by other United 
Nations agencies or used as a precedent. In fact, no other agency has the extensive 
business case and track record of proceeds and regular income from individuals like 
UNICEF, which is the fundamental condition for some of the instruments. Even 
agencies with established PSFR operations, like UNHCR or WFP, do not have the 
volume to replicate and support a similar financing instrument currently. 

Process 

24. According to the Note, UNICEF seeks the agreement of the Executive Board on 
the presentation of a request to General Assembly, through the Economic and Social 
Council, for the Assembly to grant the Executive Board the authority to oversee the 
use of such financing instruments on an ongoing basis within parameters to be 
established by the Board. 

25. Upon enquiry, the Advisory Committee was informed that the process sought by 
UNICEF for obtaining the authorization by the General Assembly would be done via 
the endorsement from the Executive Board on the business rationale presented in the 
Note, which would then forward the proposal for the Assembly through the Economic 
and Social Council. According to UNICEF, the Assembly may request advice from 
the Fifth Committee before passing a resolution on the issue, if deemed necessary. If 
the General Assembly grants the authority as requested, UNICEF would then need to 
appropriately amend the UNICEF Financial Regulations and Rules to provide for such 
transactions. 

26. The Advisory Committee recalls that, through its Financial Regulations, the 
General Assembly issues the broad legislative directives governing the financial 
management of the United Nations (see also ST/SGB/2013/4, para. 2). The 
Committee is of the view that the proposal presented by UNICEF would 
constitute a significant change to the current legislative directives governing 
financial management of the United Nations, not only in terms of exploring new 
financing instruments for borrowing, but also in terms of the level of authority 
granted to other entities for the definition of parameters on the use of borrowing 
instruments. 

27. In order to allow for appropriate consideration by the General Assembly of 
the matter, the Advisory Committee is of the view that any related proposal 
should be presented by the UNICEF Administration in accordance with the 
following established procedure: (a) to the UNICEF Executive Board for its 
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consideration and decision on the request to the General Assembly; (b) to the 
Committee for its consideration, and for presenting its observations and 
recommendations to the Assembly through the Fifth Committee; (c) to the 
Assembly for its consideration and decision; (d) to the Economic and Social 
Council for information; and (e) to the UNICEF Executive Board for a final 
consideration and approval of UNICEF’s Financial Regulations and Rules, in 
accordance with the authorization given by the General Assembly.  

Conclusion 

28. Taking into consideration its observations above, the Advisory Committee 
recommends to the Executive Board the consideration of a pilot project for a 
duration of three years and with limited scope to supporting private sector 
fundraising efforts. The Committee trusts that the pilot project and related 
parameters, including pertaining to its duration, scope, the modalities of 
financial instruments to be explored, and the maximum amount to be borrowed, 
will be presented to the General Assembly for its consideration and approval (see 
paras. 9 and 22 above). 

29. The Committee recommends that any forthcoming proposal after the pilot 
project, on an ongoing basis with the implications on financial rules and 
regulations will be based on lessons learned and follow the established procedure 
indicated in paragraph 27 and provide detailed information on the elements 
highlighted above (see paras. 8, 9 and 14 above) in order to ensure a transparent 
and comprehensive consideration of the proposal by the General Assembly. 
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