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Letters of transmittal

25-11129

Letter dated 15 May 2025 from the Executive Director of the
United Nations Children’s Fund addressed to the Executive
Secretary of the Board of Auditors

Pursuant to United Nations Children’s Fund financial regulation 13.3, enclosed
are the financial report and statements for 2024. These statements have been prepared
and certified by the Comptroller.

Copies of these financial statements are also being transmitted to the Advisory
Committee on Administrative and Budgetary Questions.

(Signed) Catherine Russell
Executive Director
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Letter dated 23 July 2025 from the Chair of the Board of Auditors
addressed to the President of the General Assembly

I have the honour to transmit to you the report of the Board of Auditors, together
with the financial report and the audited financial statements of the United Nations
Children’s Fund for the year ended 31 December 2024.

(Signed) Pierre Moscovici

First President of the French Cour des comptes
Chair of the Board of Auditors
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Report of the Board of Auditors on the financial statements:
audit opinion

Opinion

We have audited the financial statements of the United Nations Children’s Fund
(UNICEF), which comprise the statement of financial position (statement I) as at
31 December 2024 and the statement of financial performance (statement II), the
statement of changes in net assets (statement III), the statement of cash flows
(statement IV) and the statement of comparison of budget to actual amounts
(statement V) for the year then ended, as well as the notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all
material respects, the financial position of UNICEF as at 31 December 2024 and its
financial performance and cash flows for the year then ended, in accordance with the
International Public Sector Accounting Standards (IPSAS).

Basis for opinion

We conducted our audit in accordance with the International Standards on
Auditing and the International Standards of Supreme Audit Institutions. Our
responsibilities under those standards are described in the section below entitled
“Auditor’s responsibilities for the audit of the financial statements”. We are
independent of UNICEF in accordance with the ethical requirements relevant to our
audit of the financial statements and we have fulfilled our other ethical
responsibilities in accordance with those requirements. We believe that the audit
evidence that we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Information other than the financial statements and the auditor’s
report thereon

The Executive Director of UNICEF is responsible for the other information,
which comprises the financial overview for the year ended 31 December 2024,
contained in chapter IV below, but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements does not cover the other information,
and we do not express any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, on the basis of the work that
we have performed, we conclude that there is a material misstatement in the other
information, we are required to report that fact. We have nothing to report in this
regard.
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Responsibilities of management and those charged with
governance for the financial statements

The Executive Director is responsible for the preparation and fair presentation
of the financial statements in accordance with IPSAS and for such internal control as
the Executive Director determines to be necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the Executive Director is responsible for
assessing the ability of UNICEF to continue as a going concern, disclosing, as
applicable, matters related to the going concern and using the going-concern basis of
accounting unless the Executive Director intends either to liquidate UNICEF or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial
reporting process of UNICEF.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance as to whether the financial
statements as a whole are free from material misstatements, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in
accordance with the International Standards on Auditing will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with the International Standards on Auditing,
we exercise professional judgment and maintain professional scepticism throughout
the audit. We also:

(a) Identify and assess the risks of material misstatement in the financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than the risk of not detecting one resulting from error,
as fraud may involve collusion, forgery, intentional omission, misrepresentation or
the overriding of internal control;

(b) Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the internal control of
UNICEF;

(c) Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the Executive
Director;

(d) Draw conclusions as to the appropriateness of the Executive Director’s use
of the going-concern basis of accounting and, on the basis of the audit evidence
obtained, whether a material uncertainty exists in relation to events or conditions that
may cast significant doubt on the ability of UNICEF to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if such
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disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events
or conditions may cause UNICEF to cease to continue as a going concern,;

(e) Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

Report on other legal and regulatory requirements

Furthermore, in our opinion, the transactions of UNICEF that have come to our
notice or that we have tested as part of our audit have, in all significant respects, been
in accordance with the financial regulations and rules of UNICEF and legislative
authority.

In accordance with article VII of the Financial Regulations and Rules of the
United Nations, we have also issued a long-form report on our audit of UNICEF.

(Signed) Pierre Moscovici
First President of the French Cour des comptes
Chair of the Board of Auditors

(Signed) Vital do Régo Filho
President of the Brazilian Federal Court of Accounts
(Lead Auditor)

(Signed) Hou Kai
Auditor General of the People’s Republic of China

23 July 2025
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Chapter 11
Long-form report of the Board of Auditors

Summary

The United Nations Children’s Fund (UNICEF) was established by the General
Assembly on 11 December 1946 as the United Nations International Children’s
Emergency Fund to meet the emergency needs of children. In 1950, the mandate of
UNICEF was broadened to address the long-term needs of children and women in
developing countries across the world. UNICEF became a part of the United Nations
in 1953, and its name was shortened to the United Nations Children’s Fund. The
primary mission of UNICEEF is to protect children’s rights, help meet their basic needs
and expand their opportunities so as to enable them to reach their full potential.

The Board of Auditors audited the financial statements and reviewed the
operations of UNICEF for the year ended 31 December 2024. The interim audit was
performed at UNICEF headquarters in New York from 30 September to 8 November
2024, at the UNICEF Supply Division in Copenhagen from 13 November to
6 December 2024, at the Brazil country office from 28 October to 1 November 2024,
at the Malawi country office from 18 to 29 November 2024, at the Pakistan country
office from 3 to 21 February 2025 and at the Ethiopia country office from 11 to
21 March 2025. The final audit of financial statements was carried out at the UNICEF
Global Shared Service Centre in Budapest from 2 to 11 April 2025 and at UNICEF
headquarters in New York from 14 April to 2 May 2025.

Audit opinion

In the Board’s opinion, the financial statements present fairly, in all material
respects, the financial position of UNICEF as at 31 December 2024 and its financial
performance and cash flows for the year then ended, in accordance with IPSAS.

Overall conclusion

The Board did not identify significant errors, omissions or misstatements from
the review of the financial records of UNICEF for the year ended 31 December 2024.
However, the Board identified scope for improvement in the areas of grants and
budget management, transfer of programme supplies, cash assistance, implementing
partners, property, plant and equipment, value added tax receivables, master data
management, cash management, supply management, warchouse inventory
management and procurement.

Key findings

Expense recognition of programme supply transfers to implementing partners prior
to final distribution to end beneficiaries

The Board identified that UNICEF recognizes programme supplies as expenses
at the point of transfer to implementing partners, even though the goods have not yet
reached the final beneficiaries. This practice warrants further consideration in light
of IPSAS 12: Inventories, particularly the requirement that inventory be recognized
as an expense only when it is distributed or otherwise consumed in service delivery.
In the Conceptual Framework for General Purpose Financial Reporting by Public
Sector Entities, it is further established that control over assets remains with the entity
while it retains the ability to direct their use. In the case of UNICEF, certain
agreements with partners, although they provide that the said partners will become
the owners of the supplies when they receive them, allow UNICEF, at its discretion,
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to redirect, request the return of or change the ownership of the supplies, indicating
that control can be retained by UNICEF. The timing difference in expenses
recognition is based on the interpretation by UNICEF of when control passes to the
implementing partner, in accordance with its accounting policy. This approach results
in financial statements that do not reflect the actual point of delivery and limit the
identification of potential losses or diversions during redistribution.

Misalignment of timing of cash assistance expenses

The Board found timing discrepancies in the recognition of expenses related to
cash transfers to implementing partners, due to misalignment between the actual
implementation date and the accounting period in which the expenses were recorded.
The current practice is to use the approval date of the funding authorization and
certificate of expenditure form as the posting date, rather than the date on which the
activities were performed. This may not be fully aligned with IPSAS 1: Presentation
of financial statements, and could warrant further consideration under IPSAS 14:
Events after the reporting date, particularly where activities are implemented in one
fiscal year but the related supporting documentation — such as funding authorization
and certificate of expenditure forms — is finalized and validated in the following year.
As a result of the current practice, a timing difference led to an overstatement of
$27.6 million in the cash assistance line in the 2024 financial statements, reflecting
2023 activities recorded in early 2024 and 2024 activities deferred to 2025. This
mismatch may affect the allocation of expenses across periods and, if material, could
reduce the usefulness of financial information for monitoring and decision-making.

Limitations in overseeing the last mile of supply delivery

The Board identified significant limitations in the ability of UNICEF to oversee
the last mile of supply delivery, highlighting gaps in the monitoring of supplies after
handover to implementing partners. While UNICEF has visibility up to the handover
stage, there are no standardized processes for tracking supplies beyond this point,
leading to reliance on ad hoc and manual methods by country offices. The absence of
systematic tracking increases risks of operational inefficiencies, aid diversion, data
inaccuracies and reputational harm, while hindering accountability and transparency
in supply distribution. Challenges such as unclear stakeholder roles, and limited
infrastructure and funding, further restrict the ability of UNICEF to ensure effective
oversight of last-mile deliveries, potentially leaving wvulnerable populations
underserved.

Shortcomings in the use of open selection as the default partner selection approach

The Board found that the UNICEF Programme Group, the Office of Emergency
Programmes and the Brazil country office did not consistently apply open selection
as the default approach for selecting civil society organization partners, as required
by internal guidelines. All 30 partnership opportunities launched by the Programme
Group and all 10 active programme documents under the Office of Emergency
Programmes between January and September 2024 used direct selection. In Brazil,
direct selection was used for 82 per cent of partnerships (23 out of 28) during the
same period, whereas open selection was used for 60 per cent of partnerships in 2023.
Although emergencies and specialized expertise were cited as reasons, most cases
lacked documented justifications. This practice reduces transparency, limits
competition and may increase dependency on a narrow pool of partners, potentially
affecting programme cost-effectiveness and innovation.
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Main recommendations

On the basis of the audit findings, the Board recommends that UNICEF:

Expense recognition of programme supply transfers to implementing partners prior
to final distribution to end beneficiaries

(a) Verify the feasibility of aligning the timing of expense recognition for
transfers of programme supplies with the point at which redistribution to final
beneficiaries is confirmed by the implementing partner, considering the
forthcoming implementation of IPSAS 48: Transfer expenses;

(b) Enhance the link between the existing monitoring mechanisms and
financial reporting, with a view to progressively incorporating information on
relevant losses, delays or deviations occurring between implementing partners
and final beneficiaries into financial disclosures;

Misalignment of timing of cash assistance expenses

(c) Take measures to reflect, in its financial statements, the expenses
approved by UNICEF corresponding to services delivered during the reporting
period by implementing partners under the harmonized approach for cash
transfers modality;

Limitations in overseeing the last mile of supply delivery

(d) Develop actions that integrate the last mile system with existing
platforms for prioritized offices and products;

(e) Adopt a common guideline that formally defines steps, roles,
competencies and responsibilities related to the last mile supply monitoring
activities;

(f) Develop an action plan to extend the last mile supply monitoring
project to prioritized countries, regional offices, partners and other product
categories;

(g) Develop a comprehensive training programme for stakeholders,
focused on building competencies in last mile processes;
Shortcomings on the use of open selection as the default partner selection approach

(h) Take measures to reinforce open selection as the default approach,
such as conducting training sessions or workshops to promote open selection of
civil society organization partners.

Follow-up of previous recommendations

The Board noted that there were 31 outstanding recommendations up to the year
ended 31 December 2023, of which 26 (84 per cent) had been fully implemented,
4 (13 per cent) were under implementation and 1 (3 per cent) was overtaken by events.

12/150
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Key facts

17,793 Staff members
$8.61 billion Revenue

$8.51 billion  Expenses

$0.13 billion  Surplus for the year
$17.43 billion  Assets

$4.42 billion  Liabilities

$13.01 billion Net assets

Mandate, scope and methodology

1. The primary mission of UNICEF is to protect children’s rights, help meet their
basic needs and expand their opportunities so as to enable them to reach their full
potential.

2. The audit was conducted in accordance with General Assembly resolution 74 (I)
of 7 December 1946 and article VII of the Financial Regulations and Rules of the
United Nations and the annex thereto, as well as the International Standards on
Auditing and the International Standards of Supreme Audit Institutions. Those
standards require that the Board comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatements.

3.  The audit was conducted to enable the Board to form an opinion as to whether
the financial statements presented fairly the financial position of UNICEF as at
31 December 2024 and its financial performance and cash flows for the year then
ended, in accordance with the International Public Sector Accounting Standards
(IPSAS). This included an assessment as to whether the expenditure recorded in the
financial statements had been incurred for the purposes approved by the governing
bodies and whether revenue and expenses had been properly classified and recorded
in accordance with the Financial Regulations and Rules of the United Nations.

4.  The audit included a general review of financial systems and internal controls
and a test examination of the accounting records and other supporting evidence to the
extent that the Board considered necessary to form an opinion on the financial
statements.

5. The Board also reviewed UNICEF operations pursuant to financial regulation
7.5 of the Financial Regulations and Rules of the United Nations, according to which
the Board may make observations with respect to the efficiency of the financial
procedures, the accounting system, the internal financial controls and, in general, the
administration and management of UNICEF operations.

6.  The present report covers matters that, in the opinion of the Board, should be
brought to the attention of the General Assembly. The Board’s observations and
conclusions were discussed with UNICEF management, whose views have been
appropriately reflected in the report.
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B.

Findings and recommendations

Follow-up of previous recommendations

7. The Board noted that there were 31 outstanding recommendations up to the year
ended 31 December 2023 (compared with 33 in 2022), of which 84 per cent (73 per
cent in 2022) had been fully implemented, 13 per cent were under implementation
and 3 per cent had been overtaken by events (see table I1.1).

8.  The Board analysed the 31 audit recommendations issued in 2022 and 2023 and
classified them by thematic area. Nine recommendations (29 per cent) related to
financial management, six (19 per cent) to human resources management, five (16 per
cent) to strategy management, four (13 per cent) to information and communications
technology, three (10 per cent) to implementing partner management, three (10 per
cent) to property, plant and equipment management and one (3 per cent) to project
management.

Table II.1
Status of implementation of recommendations, by report

Recommendations
pending as at Under Not Overtaken by
Report and audit year 31 December 2023 Implemented  implementation — implemented events

Recommendations
pending as at
31 December 2024

A/78/5/Add.3,
chap. 11 (2022) 9 6 2 - 1

A/79/5/Add.3,
chap. II (2023) 22 20 2 - -

Total 31 26 4 - 1

Percentage 100 84 13 - 3

13

9.  The Board considers that implementing 26 recommendations in an audit period
reflects a solid commitment from UNICEF to improve its management. Details on the
status of implementation of the recommendations are provided in the annex to the
present report.

Financial overview
Financial performance

10. Total revenue in 2024 amounted to $8.61 billion, representing a decrease of
$320.52 million, or 3.6 per cent, compared with 2023 ($8.93 billion). The decline was
mainly attributable to lower earmarked voluntary contributions related to
humanitarian responses, including reductions of $294.87 million for Afghanistan and
$105.34 million for Ukraine. In addition, the one-time emergency allocation of
$245.18 million for earthquake relief efforts in the Syrian Arab Republic and Tiirkiye
recorded in 2023 did not recur in 2024. While there were increases in contributions
for other contexts such as the State of Palestine ($335.46 million) and the Sudan
($213.57 million), these were not sufficient to compensate for the overall decline.
Contributions from the private sector decreased by $221.41 million, mainly due to
lower funding from national committees and private sector fundraising.

11. Total expenses for 2024 were $8.51 billion (2023: $9.04 billion), representing a
decrease of $521.95 million, or 5.8 per cent. The reduction was primarily due to lower
transfers of programme supplies, which decreased by $361.06 million, notably in
Ukraine and Afghanistan. Cash assistance to implementing partners under the
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harmonized approach to cash transfers declined by $453.18 million, which was
partially offset by an increase of $189.49 million in direct cash-based transfers to
beneficiaries, notably in Yemen. Employee benefit expenses increased by
$132.70 million, reflecting expanded programmatic operations in complex settings
and a net increase of 153 staff members (from 17,640 to 17,793). Comparative
revenues and expenses are presented in the figure below.

Revenue and expenses, 2019-2024!
(Millions of United States dollars)

12 000
10 000

8000

6 000
4000
2000

2019 2020 2021 2022 2023 2024

(=]

Revenue  ®Expenses

Source: UNICEF financial statements for 2019 to 2024.

Ratio analysis

12. As at 31 December 2024, the ratio of total assets to total liabilities was 3.94
(2023: 3.79). The current ratio increased to 3.99 (2023: 3.73), primarily due to a
decrease in current liabilities, including funds held on behalf of third parties. These
changes reflect variations in the composition of the balance sheet as at year end.

13. The quick ratio rose from 3.15 in 2023 to 3.42 in 2024, and the cash ratio
increased from 1.93 to 2.13. These changes are associated with the composition of
current assets, including the continued presence of cash, short-term investments and
receivables, in contrast with a lower volume of current liabilities. Changes in the
structure of the UNICEF financial position, including the drawdown of third-party
funds and adjustments in procurement-related assets, contributed to the year-on-year
variation in these indicators. The financial ratios of UNICEF for the past two years
are presented in table I1.2.

14. In 2024, UNICEF recorded investment revenue of $346.8 million, compared
with $297.0 million in 2023, as presented in note 22 to the financial statements. This
revenue was derived primarily from internally managed investments, such as term
deposits, certificates of deposit, money market instruments and other fixed-income
securities, as well as externally managed investment portfolios.

! Revenues and expenses are presented excluding net gains and losses.
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Table 11.2
Financial ratios

Description of ratio 2024 2023

Total assets: total liabilities

Assets: liabilities 3.94 3.79
Current ratio”

Current assets: current liabilities 3.99 3.73
Quick ratio®?

(Cash + short-term investments + accounts receivable): current
liabilities 3.42 3.15

Cash ratio®’

(Cash + short-term investments): current liabilities 2.13 1.93

Source: UNICEF financial statements as at 31 December 2024.

¢ Current assets exclude after-service health insurance-related assets and current liabilities are
adjusted to exclude after-service health insurance-related payables.

b Adjusted to properly reflect the impact of assets related to procurement services, by adding
the amount of such assets held on behalf of Gavi, the Vaccine Alliance ($0.82 billion) in the
numerator to correct distortion in the ratio caused by the related liability in funds held on
behalf of third parties included in the denominator.

Transfer of programme supplies

Expense recognition of programme supply transfers to implementing partners prior
to final distribution to end beneficiaries

15. According to the Conceptual Framework for General Purpose Financial
Reporting by Public Sector Entities (paras. 5.12 and 5.12A), a resource should only
be derecognized when the entity no longer has control over it. Control is determined
by factors such as legal ownership, enforceable rights, the ability to direct its use and
the capacity to impose restrictions. In some public sector arrangements, this concept
is further developed through the notion of principal-agent relationships, where the
principal retains control of a resource even after it is transferred to an agent for
distribution.

16. The Board noted that programme supply transfers are recorded as expenses at
the point of transfer to implementing partners, even though the related supplies have
not yet reached the intended beneficiaries. This approach reflects the current
accounting practice but raises considerations regarding the alignment between the
timing of expense recognition and the realization of service potential associated with
those supplies.

17. The Board also observed that potential inventory losses that may arise after
supplies are transferred to implementing partners — such as diversions, deterioration
or operational disruptions — are not systematically captured in the financial records.
As a result, certain losses that could occur between the handover and the final
distribution to beneficiaries remain undetected, limiting the completeness of
information reflected in the financial statements.

18. TIPSAS 12 provides in paragraph 44 that inventories should be recognized as an
expense when they are distributed, sold, exchanged or otherwise consumed in the
delivery of services. Since the redistribution to beneficiaries has not yet occurred at
the time of transfer to the implementing partner, the expense recognition requires
further consideration under the applicable accounting standard.
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19. In addition, paragraph 5.12A of the Conceptual Framework further clarifies that
in principal-agent arrangements, the principal retains control until delivery to the end
user, even when physical custody of the asset rests with the agent (the implementing
partner). In the context of UNICEF and its implementing partners, this concept is
relevant in assessing whether UNICEF retains control over supplies until their final
distribution to beneficiaries.

20. The Board observed that UNICEF retains programmatic control over supplies
after their transfer to implementing partners. The programme cooperation agreement
signed between UNICEF and civil society organizations states that ownership of
supplies passes to the partner upon transfer, but also includes provisions stating that
the supplies and equipment provided remain subject to UNICEF instructions
regarding their use, reallocation or return. Specifically, the agreement allows
UNICEF, at its sole discretion, to redirect supplies to activities under another
programme document or by another implementing partner if necessary.

21. The civil society organization is required to comply promptly with such
decisions and, when applicable, to transfer ownership of the supplies to a successor
partner upon written instruction by UNICEF, as set forth in article 8.14 of the
programme cooperation agreement template:

UNICEF may decide that supplies and equipment already transferred to
the Partner should be deployed by the Partner for implementation of another
Programme Document, or reassigned. The Partner will promptly comply with
UNICEF’s decision and in the Ilatter case, the Partner agrees that,
notwithstanding the provisions of paragraph 8.13 above, it must upon written
instructions by UNICEF transfer ownership of the supplies and equipment
according to UNICEF’s instructions.

22. This provision may indicate that UNICEF maintains the ability to direct the use
of these resources even after physical transfer, which meets the definition of control
in the Conceptual Framework. Furthermore, the programme cooperation agreement
grants UNICEF responsibility for monitoring, evaluation and assurance, indicating
that the substance of control may remain with UNICEF until the supplies are fully
distributed to beneficiaries.

23. In addition, article 11.1 (b) of the programme cooperation agreement provides
that “upon completion of the Partner’s activities under such Programme Document,
the Partner will return to UNICEF all unused supplies and equipment provided by
UNICEF as inputs for programme implementation but not used”.

24. This provision could also indicate that the implementing partner does not retain
ultimate discretion over the use or disposal of programme inputs and must return them
if unutilized.

25. Moreover, article 13.6 of the general terms and conditions for programme
cooperation agreements further stipulates that, in the event of termination, the partner
will “transfer either to UNICEF or in accordance with UNICEF’s instructions the
unexpended balance of the Cash Transfer held by the Partner and the unused supplies
and equipment provided by UNICEF”.

26. This indicates that UNICEF retains contractual rights over programme inputs in
cases of premature closure or default.

27. The Board considers that the current accounting practice of recognizing such
supplies as expenses at the point of transfer to implementing partners may contribute
to earlier recognition of expenses and a potential understatement of inventory losses.
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28. The current accounting practice of UNICEF assumes that the transfer to the
implementing partner marks the point at which the organization relinquishes control.
However, the programme cooperation agreements include provisions that allow for
oversight by UNICEF, along with the return and reprogramming of supplies. This
suggests that expense recognition might be more appropriate at the point of
distribution to beneficiaries, rather than at the time of transfer. In accordance with the
Conceptual Framework, the assessment of control ultimately depends on the
substance of the arrangement, including the experience of UNICEF and its
implementing partners.

29. UNICEF has established a range of operational controls to oversee the
distribution and use of programme supplies after their transfer to implementing
partners. These include micro assessments to evaluate partners’ inventory
management capacity, structured field monitoring using standardized questionnaires
to assess the availability, condition, timeliness and effective use of supplies, and
periodic reporting obligations such as quarterly updates and final intervention reports,
including the requirement to list unused items. Visualization and follow-up of
monitoring data are further supported through the eTools dashboard.

30. While these mechanisms enhance programmatic oversight and contribute to
accountability, they do not currently trigger corresponding accounting adjustments or
disclosures. Consequently, a discrepancy remains between operational monitoring
and financial reporting, particularly in terms of recognizing the actual point of service
delivery and any potential losses occurring after the initial transfer to the
implementing partner.

31. Although the Board acknowledges the operational challenges involved in
tracking individual distributions across complex programme environments and
remote regions, it is important to emphasize that the delegation of delivery to an
implementing partner is a logistical solution, not the point of programme completion.

32. Furthermore, any losses or deviations that occur during the redistribution
phase — such as theft, damage or operational failure — are standard business risks
associated with the mandate of UNICEF and need to be recognized in the financial
statements. Recognition of such losses can support a more faithful representation of
UNICEF operational performance and enhance accountability to stakeholders.

33. In addition, the absence of accounting recognition at the point of final
distribution prevents UNICEF from using financial data as a tool to monitor the
performance of implementing partners, or to identify and quantify potential losses,
delays or inefficiencies in programme delivery.

34. IPSAS 48, which will come into effect in 2026, provides specific guidance on
the recognition of transactions involving transfers to third parties, emphasizing the
existence of enforceable arrangements and the satisfaction of performance
obligations. This represents the first IPSAS standard specifically addressing transfer
expenses, which were previously interpreted under broader accrual principles. In the
context of programme supplies, its application requires reassessment as to whether
the transfer to implementing partners constitutes the appropriate event to trigger
expense recognition, particularly when the ultimate delivery to beneficiaries is
contractually required and operationally monitored.

35. UNICETF stated that its current accounting policy of recognizing an expense at
the point of transfer to implementing partners is aligned with IPSAS 12, based on the
view that control passes at the time of handover. UNICEF also stated that it will
separately assess whether enforceable rights exist under its programme cooperation
agreements, programme documents, basic cooperation agreements and work plans,
and, if so, whether these rights can be recognized upon implementation of IPSAS 48.

25-11129



A/80/5/Add.3

25-11129

36. The Board recommends that UNICEF verify the feasibility of aligning the
timing of expense recognition for transfers of programme supplies with the point
at which redistribution to final beneficiaries is confirmed by the implementing
partner, considering the forthcoming implementation of IPSAS 48.

37. The Board recommends that UNICEF enhance the link between the existing
monitoring mechanisms and financial reporting, with a view to progressively
incorporating information on relevant losses, delays or deviations occurring
between implementing partners and final beneficiaries into financial disclosures.

38. UNICEF accepted the recommendations.

Cash assistance
Misalignment of timing of cash assistance expenses

39. [Itis established in IPSAS 1 that financial statements shall be prepared using the
accrual basis of accounting. Under this principle, transactions and other events are
recognized when they occur, and not only when cash or its equivalent is received or
paid. The timeliness of the information is also considered in the standard, which
provides that, in achieving a balance between relevance and reliability, the overriding
consideration is how best to satisfy the decision-making needs of users. In addition,
it is stated in IPSAS 14 that an entity shall adjust the amounts recognized in its
financial statements to reflect adjusting events after the reporting date. These are the
events, both favourable and unfavourable, that occur between the reporting date and
the date when the financial statements are authorized for issue and that provide
evidence of conditions that existed at the reporting date.

40. The Board analysed 32 per cent of the cash transfer expenses related to
implementing partners recorded in the first quarter of 2024. The analysis showed that
some expenses related to programmatic activities executed in 2023 were registered in
2024, involving general ledger accounts relating to transfers of cash to implementing
partners. When the difference between the expenses executed in 2023 that were
registered in the first quarter of 2024 and the expenses executed in 2024 that were
registered in the first quarter of 2025 is calculated, the net result is an overstatement
of expenses of $27.6 million in transfers of cash to implementing partners in 2024
and an understatement of advances of cash assistance in the same amount.

41. One cause of the misstatement is the fact that implementing partners have three
months to present to UNICEF the funding authorization and certificate of expenditure
form, which formally confirms the use of the resources. This time gap brings
operational challenges to recognizing expenses in the year in which they occurred,
especially expenses executed in the last quarter.

42. In addition, UNICEF considers the funding authorization and certificate of
expenditure forms received by 31 December of each year as reliable evidence for
financial reporting. The forms submitted after this date, but before the date on which
the financial statements are authorized for issue (e.g. in January or February), even
when they relate to activities from the previous year, are not considered for inclusion
in the previous year’s financial statements.

43. Finally, it is relevant to mention the interpretation used by UNICEF of the
liquidation concept included in supplement 3 (cash transfers (harmonized approach
for cash transfers)) of policy 5 (cash disbursements) of the UNICEF financial and
administrative policy. The policy states that for direct cash transfers, expenses will be
recognized when advances of cash are liquidated based on reporting. For
reimbursements and direct payments, expenses will be recognized when transfers are
made. At the moment of the registration of the expense, UNICEF uses as the posting

19/150



A/80/5/Add.3

20/150

date (the date on which the expenses will be recorded for accounting purposes) the
date on which the funding authorization and certificate of expenditure form was
approved by UNICEF. It is acknowledged that the system used to manage transactions
under the harmonized approach for cash transfers, eZHACT 2.0, cannot effect the
backdating of accounting entries to closed periods. However, it would be more
appropriate for the purpose of expense recognition to use the date of the actual
execution of the expenses, registered in the eZHACT 2.0 system as “Activities end-
date”, which would be the period in which the expenses actually occurred.

44, The Board recommends that UNICEF take measures to reflect, in its
financial statements, the expenses approved by UNICEF corresponding to
services delivered during the reporting period by implementing partners under
the harmonized approach for cash transfers modality.

45. UNICEF accepted the recommendation.

Inaccurate expense classification of specific transactions in cash-based assistance
directly to beneficiaries

46. The UNICEF procedure on cash assistance transfers to beneficiaries’
programmes requires that direct cash transfers to beneficiaries and salary top-ups for
teachers and health workers be recorded separately from programmatic allowances
such as daily subsistence allowances, training and workshop fees.

47. Furthermore, it requires that fees from financial service providers be accounted
for separately to ensure transparency and accuracy in financial reporting. The
UNICEF chart of accounts designates general ledger account 7700410 exclusively for
direct cash transfers to beneficiaries, requiring banking fees, training costs and
transportation costs to be recorded under different accounts.

48. The Board conducted an analysis of accounting entries recorded in general
ledger account 7700410 in the October 2024 posting period in the VISION system.
The analysis identified 473 debits totalling $39.6 million, of which 77 transactions
(16 per cent) included descriptions that were unrelated to transfers of cash to
beneficiaries or salary top-ups. These transactions were described in VISION as
operational expenses, such as meetings, refreshments, training and banking fees, and
totalled $303,440.35 (0.8 per cent of the total debits). This resulted in an
overstatement of general ledger account 7700410 by $0.3 million and an
understatement of other expenses in the same amount.

49. In addition, when testing general ledger account 7000190, related to other
programme services activities, the Board identified the register of expenses related to
transfers of cash directly to beneficiaries that should have been recorded in general
ledger account 7700410, in a total amount of $4.5 million. There was therefore an
overstatement of general ledger account 7000190 of $4.5 million and an
understatement of the same amount in general ledger account 7700410.

50. Considering both effects, there was an overstatement of general ledger account
7000190 of $4.5 million, and an understatement of general ledger accounts 7700410
and other expenses in the amounts of $4.2 million and $0.3 million, respectively. The
overall impacts of these misclassifications are an overstatement of $4.5 million of the
programme-related expert services line in the statement of financial performance and
an understatement of the lines cash assistance and other expenses of $4.2 million and
$0.3 million respectively.

51. The Board considers that the main cause of the discrepancies in the register of
expenses related to transfers of cash directly to beneficiaries is the lack of adherence
to established criteria for recording those programmatic expenses. This issue is
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compounded by the absence of robust continuous monitoring and validation controls,
leaving reliance on manual year-end adjustments, which are inadequate to ensure
accurate classifications throughout the year.

52. The Board noted that the accounting instructions for cash transfers to
beneficiaries, which are intended to accompany the UNICEF procedure on cash
assistance transfers to beneficiaries’ programmes, have been in draft status since 2019
and had not been published at the time of the audit, due to internal revisions of the
2024 draft version. This document could help improve the accuracy of accounting
records for direct cash transfer transactions, ensuring greater consistency and
compliance across UNICEF offices.

53. It is worth noting that UNICEEF is currently implementing a project, eZCASH,
which is intended to harmonize the modalities for making payments to beneficiaries
and to help ensure that the related general ledger postings comply with UNICEF
policies and procedures.

54. The Board recommends that UNICEF develop and implement real-time
system controls or manual periodic revisions of entries in general ledger account
7700410 to ensure that only expenses related to transfers of cash to beneficiaries
or salary top-ups under those programmes are recorded in this general ledger
account.

55. The Board recommends that UNICEF conclude the final version of the
accounting instructions for cash transfers to beneficiaries, which accompany the
UNICEF procedure on cash assistance transfers to beneficiaries’ programmes.

56. UNICEF accepted the recommendations.

Grants management
Inventory remaining from expired grants

57. According to supplement 5 (Management of budget allotments) of the UNICEF
budget policy, the implementation of grant-funded activities must be completed on or
before the operational closure date. While annex 4, paragraph 5, allows for exceptions
whereby goods and services may be delivered after operational closure, such cases
are intended to be exceptional.

58. In addition, paragraph 14 of the procedure on grants management of other
resources contributions states that programme implementation shall be completed by
the grant expiry date, with any required extensions formally requested in advance. It
is further emphasized in annex 6 that goods and services should generally be delivered
before operational closure, reinforcing the importance of timely execution.

59. The Board found the presence of undistributed inventory linked to expired
grants amounting to approximately $52 million, or 16 per cent of the total inventory
held at country offices as at 31 December 2024. When excluding pre-positioned
supplies, in other words, items procured in anticipation of emergencies that did not
materialize within the grant validity period, the amount decreases to approximately
$35 million, or 11 per cent of the total inventory held at country offices at the
reference date.

60. The main effect of holding inventory associated with expired grants is the
increased risk of non-compliance with grant validity requirements, as defined in the
UNICEF budget policy and grants management procedures. In the absence of a
proactive mechanism to ensure that goods are delivered before the operational closure
date, inventory may accumulate and remain unused in a manner not aligned with
donor agreements.
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61. This issue is largely a result of logistical and operational constraints, such as
transportation delays, border and customs processes, limited international freight
availability and unforeseen delivery disruptions, which prevented the use of
programme supplies before the operational closure of grants.

62. These constraints contributed to inventory remaining in UNICEF control
beyond the expiration of associated grants. In addition, the lack of timely adjustments
to operational plans or submission of formal extension requests, as required under the
UNICEF grants management procedure, further increases the risk of non-compliance
with internal financial policies and donor-imposed requirements.

63. The Board recommends that UNICEF implement a mechanism to identify
and notify country offices of goods remaining in inventory within a reasonable
period before a grant’s operational closure, enabling them to take timely actions
such as accelerating distribution or requesting a grant extension.

64. UNICEF accepted the recommendation.

Property, plant and equipment
Inaccuracies in residual value

65. Inaccordance with IPSAS 17: Property, plant, and equipment, the residual value
of assets shall be reviewed annually and adjusted as necessary to reflect current
market conditions.

66. In its analysis of 577 credit account entries in general ledger account 1600150 —
transportation equipment, aimed at assessing the characteristics of disposals recorded
in 2022, 2023 and 2024 in the VISION system, the Board found that 245 disposals
(45.58 per cent) were related to sales operations and 177 disposals (30.68 per cent)
were donations.

67. Further analysis of the sales operations revealed that 232 items sold generated
a gain, with many of these sales involving assets disposed of after their estimated
useful lives had expired, while the remaining 13 items, which still had a net book
value at the time of sale, included 6 sold at a loss (recorded in account 8110110 —
gain/loss on sale of property, plant and equipment) and 7 sold at amortized cost, with
no gain or loss recognized.

68. The acquisition cost for the 245 sold items in the transportation equipment asset
class, as informed by UNICEEF, totalled approximately $8.7 million, and the estimated
gain was $3.5 million.

69. In addition, the notes to the financial statements for 2022 and 2023 highlighted
that, across all classes of fixed assets, items were sold, on average, at 21.86 per cent
of their acquisition cost in 2023 and at 18.53 per cent of their acquisition cost in 2022,
with an average gain of 399 per cent over carrying value in 2023 and 336 per cent in
2022. UNICEF considered these as insignificant gains in monetary terms that do not
warrant an adjustment to residual values on a prospective basis in line with the
UNICEF materiality framework.

70. While UNICEF assigned a residual value of zero to all fixed assets, the evidence
from the sale of transportation equipment between 2022 and 2024 revealed that, on
average, the gain amounted to 40.33 per cent of the acquisition cost for the 232 items
sold with a gain.

71. According to its IPSAS position on property, plant and equipment, the
organization adopts a zero residual value for property, plant and equipment because
historical evidence shows that it materially reflects average residual values.
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72. The main effect of this policy is the undervaluation of residual values, which
leads to financial statements that do not accurately reflect the true economic value of
transportation equipment and other assets, should the misstatement be material. This
diminishes the utility of financial information for decision-making purposes,
potentially resulting in financial misstatements. Moreover, the gains observed from
the sale of transportation equipment, often exceeding 40 per cent of acquisition costs,
highlight the inadequacy of the current residual value policy.

73. The Board considers that the main cause of the discrepancies is the UNICEF
policy of assigning a residual value of zero to all asset classes. This approach, rooted
in historical practices and aligned with the United Nations system recommended
accounting practices, emphasizes materiality considerations, while paragraph 67 of
IPSAS 17 requires annual reviews of residual values to ensure they reflect actual
disposal outcomes.

74. In this regard, UNICEF acknowledged that high resale prices for second-hand
vehicles since the coronavirus disease (COVID-19) pandemic, particularly in 13
countries, have influenced the results for this asset class. UNICEF also noted that,
since 2022, owned vehicles are gradually being replaced by vehicles leased through
the UN Fleet. The documentation provided by UNICEF shows that the UN Fleet
facilitates, but does not mandate, the use of leasing services over direct vehicle
purchase. Nonetheless, the use of leasing services is encouraged as it aligns with the
implementation of the United Nations reform programme, which promotes cost-
effective support services across United Nations agencies. As at 31 December 2024,
UN Fleet financial lease assets amounted to $3.32 million.

75. In addition, the absence of documented evidence demonstrating comprehensive
evaluations of residual values and their materiality further contributes to the
misalignment between policy assumptions and operational realities, should the
misstatement be material.

76. The Board recommends that UNICEF review the residual values of all asset
classes to ensure compliance with IPSAS 17, paragraph 67, prioritizing
transportation equipment, and provide documentation evidencing this review,
including relevant entries in the materiality log, in accordance with the UNICEF
framework for reporting materiality.

77. UNICEF accepted the recommendation.

Underestimated useful lives of fixed assets

78. Under IPSAS 17, useful life is defined as the period over which an asset is
expected to be available for use by an entity (para. 13), and this estimate shall be
reviewed at least annually. If changes are identified, they shall be accounted for as a
change in an accounting estimate in accordance with IPSAS 3: Accounting policies,
changes in accounting estimates and errors.

79. The Board identified that 3,341 assets — representing 50.53 per cent of the 6,612
assets recorded as being in good condition — were fully depreciated as at 31 December
2024. Despite having a zero carrying value, many of these assets remain in active use
and in good operational condition. Non-statistical inspections supported this finding:
in one country office, 60 per cent of the 30 assets reviewed were still in use; and at
one headquarters location, 82.14 per cent of 28 inspected assets were operational and
serving their intended functions.

80. These findings indicate that the useful life estimates for these asset classes may
have been underestimated and do not adequately reflect the actual service duration of
the assets, contrary to IPSAS 17, paragraphs 13 and 67.
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81. UNICEF informed the Board that it annually uses a United Nations-wide
template to monitor deviations between expected and actual useful lives, including
disposals occurring before the end of an asset’s estimated useful life. In line with this
process, UNICEF conducted its annual internal study, finalized in April 2025, to
evaluate the potential financial impact of revising useful life estimates. The study
concluded that, if revised useful lives had been applied to existing property and
equipment from the outset, the net book value at the end of 2024 would have been
higher, reflecting lower accumulated depreciation over time.

82. The main effect of the identified issue is a potential overstatement of
accumulated depreciation and the understatement of non-current assets in the
statement of financial position as at 31 December 2024. While IPSAS 3 requires
prospective application of changes in accounting estimates, the estimated annual
impact on depreciation, ranging between approximately $2.9 million and $3.9 million,
was calculated based on the difference between depreciation charges using current
useful life assumptions and revised estimates derived from asset usage patterns
observed in the UNICEF annual internal study conducted for the 2024 financial year.

83. Although the estimated financial impact of not revising useful lives may not be
material in a single financial period, timely updates in response to significant changes
in the expected service duration of assets are important to ensure that the accuracy of
financial reporting is maintained over time. Gradual deviations resulting from
outdated estimates can accumulate and affect the precision of depreciation
calculations and asset balances in the medium and long term.

84. The Board considers that the discrepancies stem from useful life estimates that
do not reflect the actual service duration of assets, particularly given the diversity of
asset classes and operational conditions. While the review of these estimates is an
ongoing process, the Board highlights the importance of timely updates to ensure
compliance with IPSAS 17 and to enhance the reliability of financial reporting.

85. The Board recommends that UNICEF implement a review of the useful life
assumptions currently applied to major classes of fixed assets and apply the
revised estimates in accordance with the relevant IPSAS applicable.

86. UNICEF accepted the recommendation.

Value added tax receivables
Value added tax receivables accumulation

87. The accounting treatment of value added tax (VAT) receivables shall reflect their
recoverability in a timely and objective manner, in line with the principles of prudence
and faithful representation. Paragraph 72 of IPSAS 41: Financial instruments,
requires that entities derecognize financial assets when there is no reasonable
expectation of recovery. This principle — grounded in the need to ensure that assets
are not carried at amounts exceeding their realizable value — applies to all receivables
subject to uncertainty or prolonged non-collection. The Board notes the position of
UNICEEF that neither statutory receivables nor payables are within the scope of
IPSAS 41 as they are not contractual and so do not meet the definition of a financial
instrument (Basis for Conclusions, para. BC3B).

88. In accordance with IPSAS 3, entities are required to apply accounting policies
that result in information that is relevant and reliable, and that faithfully represents
the economic substance of transactions. Where a specific standard does not prescribe
detailed treatment, judgment shall be exercised based on standards with similar
characteristics and the Conceptual Framework for General Purpose Financial
Reporting by Public Sector Entities. The guidance in IPSAS 41 on derecognition
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offers a relevant benchmark for this purpose, supporting the application of write-off
practices in line with public sector reporting expectations.

89. As there is no IPSAS framework specifically addressing the accounting for
statutory receivables such as VAT, the write-off concept established in IPSAS 41
provides a widely recognized basis for assessing their recoverability. This concept —
requiring derecognition when recovery is no longer reasonably expected — is broadly
applicable and essential to avoid the overstatement of assets. Its use in this context is
aligned with IPSAS 3, which explicitly allows entities to apply established accounting
principles from other standards when no specific framework exists.

90. Together, these standards highlight the need for timely analysis and appropriate
valuation of VAT receivables, particularly those with extended ageing, to support both
fair presentation and adherence with international accounting principles.

91. The analysis of balances recorded under VAT receivables indicated that a portion
of these amounts may no longer be fully recoverable or appropriately classified for
financial reporting purposes. This raises considerations regarding the adequacy of the
current valuation and presentation of these assets, particularly in light of their ageing
profile and the likelihood of realization.

92. On 31 December 2024, the Board conducted an analysis of the VAT receivable
balances reported in general ledger account 1520210, assessing their ageing and
classification using data extracted from VISION. The aim of the assessment was to
evaluate alignment with IPSAS 41, which governs the derecognition of financial
assets when there is no reasonable expectation of recovery, and with IPSAS 1, which
requires that current assets be realizable within 12 months from the reporting date.

93. The analysis showed that 68 per cent of the VAT receivables were aged over one
year, and 41 per cent related to transactions from prior years that remained
outstanding. These balances continued to be presented as current assets in the
financial statements.

94. Under IPSAS 41, entities shall recognize write-offs when recovery is no longer
probable. Aged receivables — particularly those outstanding for over two years — are
less likely to be collected. Their continued recognition at full value results in the
overstatement of assets and the understatement of write-offs under general ledger
account 8330190 — write-off: other receivables.

95. The Board considers that the main factor contributing to limitations in the
presentation of VAT receivables is the limited operationalization of the derecognition
process for balances that are unlikely to be collected. Although a substantial portion
of the VAT receivables meet the criteria for derecognition under IPSAS 41, and
notwithstanding the fact that 64 per cent of VAT receivables were impaired as at
31 December 2024, these balances remain recorded at full value as current assets in
general ledger account 1520210. Specifically, over 40 per cent of the total VAT
receivable balance — approximately $71 million — is aged above two years, and nearly
60 per cent — approximately $100 million — is classified as impaired.

96. However, as shown below, the total amount derecognized through general ledger
account 8330190 — write-off: other receivables, represents only $80,000, which is less
than 0.1 per cent of the impaired balance. This minimal derecognition is indicative of
the absence of defined criteria and procedures for consistently executing timely write-
offs, which leads to the continued accumulation of aged receivables and raises
concerns regarding alignment with the principles set out in IPSAS 41.

97. It is important to acknowledge that the accumulation of aged VAT receivables
occurs within a complex operational context. In many countries where UNICEF
operates, VAT reimbursement is subject to structural delays, legal limitations or the
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absence of formal exemption mechanisms. These external constraints significantly
affect the organization’s ability to recover taxes in a timely manner, regardless of
internal follow-up efforts and escalations to the United Nations country team and the
Government.

98. Furthermore, the current treatment of VAT receivables reflects, in part, a broader
United Nations-wide approach to accounting for taxes and statutory receivables,
which has historically not emphasized frequent write-offs or derecognition actions.
This is founded in article II, sections 7 and 8, of the Convention on the Privileges and
Immunities of the United Nations, adopted by the General Assembly in 1946 (“the
General Convention”), as the write-off and derecognition of tax receivables may be
viewed as a precedent that the United Nations system is willing to waive its rights
under the General Convention.

99. While these institutional and jurisdictional limitations help explain the
persistence of long-outstanding balances, they do not remove the impact that such
balances have on the financial statements. The continued recognition of significantly
aged and impaired receivables as current assets affects the transparency and reliability
of reported financial positions, particularly with respect to short-term liquidity and
asset realizability. Addressing this issue remains relevant for improving the overall
quality of financial reporting.

100. An analysis of the ageing of VAT receivable balances demonstrates the
concentration of older receivables:

Table 11.3

Cumulative ageing of VAT receivables — general ledger account 1520210
(United States dollars)

Year Amount Accumulated value — Accumulated percentage
2017 3282426 3970 446

2018 3627 892 7 598 338 4
2019 4 188 929 11 787 268

2020 9475 994 21263 263 12
2021 22 383 525 43 646 788 25
2022 28 095 415 71 742 203 41
2023 45 616 897 117 359 101 68
2024 55652 818 173 011919 100

Source: SAP (VISION) system.

101. Table I1.3 confirms that a significant share of VAT receivables is aged and
therefore likely to meet IPSAS 41 conditions for derecognition. The continued
accumulation of these balances without corresponding write-offs reflects a process
gap in identifying, assessing and derecognizing impaired receivables, which affects
the reliability of the financial statements.

102. The main effect is that in the statement of financial position, the continued
presentation of aged and impaired VAT receivables as current assets results in
overstated asset balances, which do not reflect the realizable value of the assets.

103. In the notes to the financial statements, disclosures related to receivables,
impairment and credit risk may not provide sufficient visibility on the ageing
structure, recoverability assumptions and derecognition practices applied to VAT
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receivables. As a result, these notes do not inform users about the actual financial
risks associated with these balances.

104. UNICEF noted that it is currently implementing its advanced financial closure
project, which will bring periodic accounting closing activities into the system. This
will provide greater visibility and explanation of open and unreconciled items and
introduce a more efficient means of clearing them.

105. The Board recommends that UNICEF enhance the monitoring process for
impaired VAT receivables by adopting clear, consistently applied criteria, such
as ageing thresholds, collection history, recovery risks and follow-up
effectiveness, to assess long-outstanding balances, in alignment with the practices
of other United Nations agencies.

106. UNICEF accepted the recommendation.

Master data management

Absence of programme cooperation agreement amendments for civil society
organizations’ bank account changes in VISION

107. In accordance with the UNICEF regulatory framework, including the procedure
on programme implementation (PROCEDURE/DAPM/2022/003), the programme
implementation handbook, the procedure on master data management of
implementing partners (DFAM/PROCEDURE/2019/001) and the procedure on
financial vendor master data management (PROCEDURE/DFAM/2021/004),
accurate master data management in respect of implementing partners is critical to
ensure the integrity and accountability of programme and financial operations.

108. Offices are required to maintain up-to-date records, including legal name,
authorized officers and bank details, and, for civil society organizations under a
programme cooperation agreement, to formalize critical changes through
amendments and update the eTools system within 30 days.

109. The Board found instances where the bank account information recorded in
VISION for civil society organizations did not match the banking details formally
documented in the signed programme cooperation agreement uploaded in eTools.
Specifically, changes to the bank account details of civil society organizations were
implemented directly in VISION without the required amendment to the programme
cooperation agreement, as set out in UNICEF procedures, and were instead supported
by alternative documents, such as blank cheques.

110. Out of a total of 34 changes in bank accounts that required callbacks by UNICEF
in 2024, 15 cases were randomly selected. Of those, 14 lacked the mandatory
amendment to the programme cooperation agreement as supporting documentation,
reflecting a consistent deviation from the established process.

111. The issues identified give rise to significant operational and reputational risks
to UNICEF, including misalignment between the bank account information recorded
in VISION and the details formally approved in the programme cooperation
agreement uploaded in eTools. This inconsistency undermines the reliability of
vendor master data and weakens the internal control framework over transfers of cash
to civil society organizations, which represented $1.4 billion in 2024.

112. Without a mandatory requirement to upload the signed amendment to the
programme cooperation agreement, the UNICEF Global Shared Services Centre must
rely on manual controls such as callback verifications and alternative documents
(e.g. blank cheques or emails), increasing the risk of fraud or errors and potentially
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affecting the existence and occurrence assertions related to advances and expenditures
in the financial statements.

113. The causes include the absence of the requirement to document civil society
organization bank account changes through a signed programme cooperation
agreement amendment in key regulatory documents, such as the policy on
management of financial master data, the procedure on financial vendor master data
management and the procedure on master data management of implementing partners,
despite this obligation being outlined in the programme implementation handbook.

114. The Board recommends that UNICEF reinforce the obligation for a signed
amendment to the programme cooperation agreement in cases of changes in the
bank account of civil society organizations, in line with the programme
implementation handbook.

115. UNICEF accepted the recommendation.

Cash management
Delays and gaps in cash management weaken preventive oversight

116. The UNICEF procedure on bank and cash account reconciliations
(PROCEDURE/DFAM/2017/006) establishes the framework for ensuring the
accuracy, completeness and reliability of UNICEF cash-related financial information.

117. Non-adherence to this procedure, particularly regarding the timely recording of
transactions and alignment with prescribed reconciliation time frames, may
compromise the effectiveness of internal controls.

118. Proper cash management practices are critical to maintaining the validity of cash
balances, supporting accurate financial reporting and ensuring transparency in the
management of cash resources across UNICEF offices worldwide.

119. The Board reviewed the bank reconciliation process based on evidence from the
December 2024 bank reconciliation report, in which data from all country offices are
consolidated through the Global Shared Service Centre, responsible for centrally
managing the bank reconciliation function. Several deviations from the requirements
set out in the UNICEF procedure on bank and cash account reconciliations (DFAM
Procedure/2017/006) were identified.

120. The procedure requires that reconciling items be resolved on a timely basis, with
items aged more than three months requiring full justification and clearance
(paras. 20.6 and 59.2). However, the analysis identified at least 10 instances across
different country offices where reconciling items remained unresolved beyond
acceptable time frames, for which year-end adjustment had been completed.

121. In some situations, items were kept open as a cautious measure when the
appropriate matching or treatment was not immediately evident. Although the
existing framework ultimately captured and corrected some of these items, the
continued reliance on post facto adjustments, rather than timely investigation, limits
the preventive function of the control and increases the risk of delayed financial
reporting corrections.

122. Although some of these delays were associated with the specific operational
context — such as the difficult operational or security environment experienced in
many locations, regional reconciliation processes and limited year-end time frames —
similar issues observed in other offices involved data entry lapses, duplicate payments
and improper clearing of transactions. While the reconciliation process ultimately
enabled the identification and year-end adjustment of many of these issues, best
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practice would require that such deviations be prevented at the source, not merely
corrected retroactively.

123. With respect to authorization levels, paragraph 4 of the UNICEF procedure on
bank and cash account reconciliations mandates that reconciliations be reviewed and
approved by a senior officer, such as a finance manager or chief of operations. At
least one instance was identified in which reconciliations were approved by staff
below the required level, without formal delegation of authority, thereby weakening
the intended internal control framework. Although the situation was reportedly related
to the unavailability of appropriately ranked personnel, no interim arrangement had
been formally established at the time. The absence of a structured response in such
cases results in ad hoc decision-making and reflects a lack of consistent reinforcement
of the established procedure.

124. In addition, paragraph 20.3 of the procedure requires that unexplained
transactions be properly documented and assigned target dates for resolution. In at
least six country offices, documentation or justifications related to cash management
transactions were either missing or incomplete, compromising the transparency and
traceability of the reconciliation process. Although a few of these cases were
eventually identified and corrected, several remained unresolved or undocumented at
the time of financial closure, indicating a reliance on ad hoc remediation and a lack
of adherence to the established documentation standards.

125. The review also identified a separate issue involving the use of a direct debit
arrangement for a non-utility expense without prior authorization from headquarters
treasury. Although not directly related to the reconciliation process itself, this practice
is inconsistent with annex 7, section 7.1, of the UNICEF procedure on bank and cash
account reconciliations, according to which the use of direct debits is limited to low-
risk utility charges and requires advance approval from treasury. While the transaction
was ultimately processed and the arrangement later rejected by headquarters, the case
reflects a departure from the established disbursement protocols. This observation
underscores the need for greater reinforcement of the procedure.

126. The Board considers that the root cause of the deviations identified in the cash
management process is the insufficiently proactive reinforcement of the requirements
outlined in the procedure on bank and cash account reconciliations during the daily
execution of cash management activities.

127. The identified deviations from cash management procedures increase the risk of
misstated cash balances, undetected misappropriation and delayed identification of
idle or unreported funds. These weaknesses can affect the completeness of financial
reporting, compromise the ability of UNICEF to ensure sufficient liquidity to meet
payment obligations and reduce its capacity to demonstrate effective financial
stewardship.

128. The Board recommends that UNICEF assess the adequacy of existing
arrangements for enforcing the operational requirements of the procedure on
bank and cash account reconciliations across offices and, where necessary,
implement appropriate measures to strengthen oversight and monitoring.

129. UNICEF accepted the recommendation.

Construction expenses
Misclassification of construction expenses in the financial statements

130. The Conceptual Framework for General Purpose Financial Reporting by Public
Sector Entities highlights understandability as a key qualitative characteristic of
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financial information, defining it as the quality of information that enables users to
comprehend its meaning.

131. The UNICEF chart of accounts provides detailed guidance on the correct use of
general ledger accounts to ensure consistency and transparency in financial reporting.
Specifically, general ledger account 7000190 — other programme services activities,
is intended for the recording of professional and consulting services related to
technical support, programme policy development and preparation of training
materials for external audiences, excluding construction-related activities.

132. Similarly, general ledger account 7090910 — other professional and expert
services, is intended for the capture of professional services not classified under other
categories. In contrast, construction activities related to programme delivery should
be recorded under general ledger account 7610110 — construction/engineering/
architectural services, in accordance with the chart of accounts and the UNICEF
guidance note on recording construction costs.

133. The Board identified misclassifications of expenses related to construction
activities for implementing partners in the general ledger accounts 7000190 — other
programme services activities, and 7090910 — other professional and expert services.
These accounts are designated for programme-related consulting and professional
services and do not cover transactions related to infrastructure works.

134. These misclassifications resulted in an overstatement of general ledger account
7000190 of $38 million, an overstatement of general ledger account 7090910 of
$8 million and an understatement of general ledger account 7610110 of $46 million.

135. The main effect of this issue is that the misclassification affects key lines in the
statement of financial performance for 2024. The programme-related expert services
line (involving general ledger accounts 7000190 and 7090910) is overstated by
$46 million, and the transfer of programme supplies (general ledger account 7600110)
is understated by $46 million.

136. Furthermore, owing to this misclassification, UNICEF programmatic activities
and resource allocations are not fully or accurately reflected. The current
classification of the aforementioned expenses could be improved to enhance the
accuracy and consistency of UNICEF financial reporting. Specifically, the
misclassification between the programme-related expert services and transfer of
programme supplies lines affects the presentation of programme expenses. While the
impact is limited to programme-related accounts and does not affect the classification
between operating and non-operating expenses, measures to address this

misclassification would contribute to a more faithful representation of programme costs.

137. The Board considers that the primary cause of the misclassification of expenses
is the lack of consistent application of the guidance provided in the UNICEF chart of
accounts and the guidance note on recording construction costs. Furthermore, the
absence of automated controls and structured review mechanisms in VISION to
validate the proper registration of such expenses increases the risk of persistent
misclassifications across country offices, compromising the reliability and
comparability of financial reporting.

138. The Board recommends that UNICEF take measures to achieve the correct
classification of construction expenses.

139. UNICEF accepted the recommendation.
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Employee benefits

Inadequate classification of current and non-current portions of employee
benefit liabilities

140. In accordance with IPSAS 1, paragraph 80, liabilities should be classified as
current when they are expected to be settled within 12 months after the reporting date,
among other criteria. Accurate classification ensures a clear distinction between
current and non-current liabilities, contributing to a faithful representation of an
entity’s financial obligations.

141. The Board found that, although the actuarial report identified that a total of
$37 million, consisting of $22.7 million for after-service health insurance and
$14.3 million for repatriation benefits, was expected to be settled within 12 months
after the reporting date, UNICEF classified all amounts associated with these
employee benefits as a non-current liability.

142. Specifically, the repatriation grant liability totalled $148.9 million, of which
$14.3 million (representing 9.6 per cent) was expected to be settled within the next
12 months. Similarly, the after-service health insurance liability totalled $1.19 billion,
of which $22.7 million (representing 1.9 per cent) was expected to be settled within
the same period. Together, these amounts resulted in a total of $37 million that should
have been classified as current liabilities in accordance with applicable accounting
standards.

143. While UNICEF reflected the segregation of the current and non-current portions
of employee benefit liabilities in the explanatory notes to the financial statements,
this distinction was not reflected in the statement of financial position itself.

144. The main effect of this situation is a potential inaccuracy in the UNICEF
financial position, as short-term obligations expected to be settled within 12 months
are not adequately presented.

145. This reduces the usefulness and reliability of the financial statements for users
assessing the organization’s liquidity and short-term financial commitments and may
impact compliance with the requirements of IPSAS 1 on the appropriate classification
of liabilities.

146. The main cause of the absence of a distinction between the current and
non-current portions of employee benefit liabilities in the financial statements is a
limitation in the financial reporting configuration due to the UNICEF historical
position on the non-materiality of the current portion of these liabilities. However,
under the UNICEF framework for reporting materiality, amounts representing 1.5 per
cent or more of current liabilities are presumed to be material and amounts between
0.5 per cent and 1.5 per cent require professional judgment based on both quantitative
and qualitative factors.

147. With current liabilities amounting to approximately $2.95 billion, the amount of
$37.5 million that is misclassified represents about 1.3 per cent of the total, in other
words within the range that necessitates such professional judgment. Given the
current context of funding constraints and financial pressures, a more accurate
classification of liabilities would enhance the quality and transparency of information
presented in the financial statements, particularly with regard to liquidity and short-
term obligations.

148. The Board recommends that UNICEF ensure the segregation of the current
and non-current portions of employee benefit liabilities, as measured actuarially,
in accordance with the requirements of IPSAS 1.

149. UNICEF accepted the recommendation.
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Supply management
Limitations in overseeing the last mile of supply delivery

150. In accordance with the UNICEF procedure on supply organization, the Supply
Division is responsible for developing the procurement and logistics capacity of the
UNICEF supply community (para. 13.10) and establishing policies for supply chain
activities (para. 13.11). To address visibility gaps in supply tracking beyond the
handover to partners, UNICEF developed the last mile supply monitoring initiative
as part of its digital supply chain strategy. This initiative requires comprehensive
training, and the Supply Division implemented a pilot programme in Somalia, focused
on building competencies in last mile processes.

151. The Board reviewed the business case report entitled “Copenhagen Supply
Division Last Mile Supply Monitoring” (CPH-SD-LMSM), which is based on a proof
of concept project conducted in eight countries between March 2021 and September
2023 by the Supply Division, the Division of Data, Analytics, Planning and
Monitoring and the Information and Communication Technology Division.

152. The report highlighted significant gaps in UNICEF supply chain monitoring,
particularly after supplies have been handed over to implementing partners. UNICEF
indicated that while it had visibility over programme supplies up to the point of
handover, there were no standardized monitoring processes across country offices
beyond this stage. In addition, the information provided by the implementing partners
was non-systematic and recorded manually.

153. The Board deems that although supplies are regularly handed over to partners
as part of programme implementation, the lack of a standardized process beyond this
stage creates operational challenges. While the handover process is formalized in
VISION, there is no consistent approach to tracking the movement of supplies to their
final destinations. As a result, some country offices have developed ad hoc procedures
and manual tools to compensate for the lack of systematic tracking, leading to
disparities in supply visibility and inefficiencies in programme implementation.

154. In 2024, the Supply Division piloted last mile supply monitoring in Somalia,
where it provided training, equipment and tools to monitor the distribution of ready-
to-use therapeutic food. As part of the initiative, VISION data was integrated into a
web-based application, allowing implementing partners to confirm receipt and record
stock movements.

155. The system displayed real-time data through a dashboard, enabling UNICEF
and its partners to track stock movements, monitor conditions and ensure the timely
delivery of supplies. It is important to observe, however, that the input of data by the
implementing partners is not controlled by UNICEF.

156. Despite this progress, the Board considers that the last mile initiative remains
limited in scope. At the time of the audit, no other country offices had been equipped
with last mile supply monitoring tools, and no structured training had been rolled out
beyond Somalia. In addition, supply monitoring remained restricted to ready-to-use
therapeutic food, with no mechanisms in place to track other critical programme
supplies. While the Supply Division aims to scale up last mile supply monitoring, the
Board noted that there was no clear action plan defining priority countries or supply
categories for expansion.

157. This lack of standardized monitoring increases the risk of operational
inefficiencies, aid diversion — as detected in Somalia — and data inaccuracies, limiting
the ability of UNICEF to ensure accountability and transparency in distribution of
supplies, and also increasing reputational risk. Without systematic tracking beyond
the handover to implementing partners, there is reduced visibility over the final
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delivery of essential supplies, increasing the likelihood of delays, losses or
misallocation of resources. As a result, UNICEF may face challenges in verifying
whether critical programme supplies effectively reach end users, potentially leaving
vulnerable populations underserved.

158. The inconsistency in the tracking methods used by country offices stems from
the absence of specific regulations to standardize supply monitoring processes,
leading to disparities in tracking practices and unclear roles for stakeholders. In
addition, limited infrastructure, technology, capacity and funding hinder the
implementation of integrated supply monitoring systems, further restricting the
ability of UNICEF to ensure comprehensive oversight of last mile deliveries.

159. The Board recommends that the Supply Division develop actions that
integrate the last mile system with existing platforms for prioritized offices and
products.

160. The Board recommends that the Supply Division adopt a common guideline
that formally defines steps, roles, competencies and responsibilities related to the
last mile supply monitoring activities.

161. The Board recommends that the Supply Division develop an action plan to
extend the last mile supply monitoring project to prioritized countries, regional
offices, partners and other product categories.

162. The Board recommends that the Supply Division develop a comprehensive
training programme for stakeholders, focused on building competencies in last
mile processes.

163. UNICEF accepted the recommendations.

Absence of guidelines in supply forecasting process

164. Under the UNICEF procedure on supply strategy and planning (items 15 and
16), the Supply Division is mandated to lead the preparation of long-term global
forecasts, incorporating input from regional offices and country offices to ensure
alignment with programmatic supply needs. In addition, under the UNICEF procedure
on supply organization (paras. 13 and 13.1), the Supply Division is assigned the
responsibility of overseeing UNICEF global supply operations at the international,
regional and country levels, ensuring that supply chain activities are effective and
efficient. The Board considers that these regulations emphasize the need for a
coordinated and standardized approach to supply forecasting to enhance operational
efficiency and resource allocation.

165. The Board noted that some country offices involved in procurement activities
related to nutrition, HIV, malaria and pneumonia had not submitted their 2024
forecasts to the Supply Division.

166. The Board also noted that the only regulation on forecasting is the UNICEF
procedure on supply strategy and planning and the related guidance document.
However, these instruments do not define roles, competencies or objectives clearly.

167. While the Supply Division and some country offices have taken steps to
implement tools and procedures to address the absence of a standardized supply
forecasting framework, including a defined timeline outlining forecasting steps, a
digital forecast submission tool that provides a structured approach, agreed-upon
forecast validation mechanisms and established communication with country offices
and regional offices, these efforts lack uniform application across the organization.

168. The primary cause of this issue is the lack of a formalized and standardized
forecasting regulation that clearly defines roles, competencies and objectives across
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all levels of the UNICEF supply chain to ensure a structured framework for country
offices, regional offices and the Supply Division.

169. The lack of a standardized supply forecasting framework increases the risk of
stock-outs, shortages of critical items and excess inventory, jeopardizing the timely
delivery of essential supplies, as well as causing inefficiencies and potential waste.

170. The Board recommends that the Supply Division establish a formal
forecasting guideline that clearly defines the steps, roles and responsibilities of
all stakeholders, including the Supply Division, regional offices and country
offices.

171. UNICEF accepted the recommendation.

Fragmentation in supply chain processes and digitalization gaps

172. The UNICEF strategic plan emphasizes digital transformation as essential for
operational efficiency, equity and sustainability, highlighting digital tools as key to
achieving Sustainable Development Goals 9 (Build resilient infrastructure, promote
inclusive and sustainable industrialization and foster innovation) and 17 (Strengthen
the means of implementation and revitalize the Global Partnership for Sustainable
Development).

173. The Supply Division’s strategies prioritize real-time data activation, process
optimization and supply chain resilience, while the guidance on national supply chain
strengthening advocates for evidence-based and data-driven management. At a
broader level, the United Nations 2.0 policy brief promotes predictive analytics, data-
sharing and secure digital solutions to enhance connectivity, service delivery and
decision-making. Furthermore, the UNICEF guidance on supply of goods and
services emphasizes the replacement of paper-based systems with electronic
documentation, ensuring procurement integration within the broader supply chain
framework to strengthen interoperability and efficiency.

174. The Board noted that forecasting was initiated at the country level, where
programme managers and healthcare stakeholders consolidated data from local
facilities, budgets and programmatic goals before submitting forecasts to the Supply
Division for aggregation and analysis. While UNICEF was transitioning from manual
Excel-based forecasting to a fully digitalized system, the process remained
incomplete.

175. In 2024, rolling forecasts had been implemented for nutrition products and there
were plans to extend this approach to other categories, including medicines; however,
the digital forecasting system in place was not used to generate procurement
requisitions, which limited its effectiveness.

176. The Board understands that initial discussions on requisitions for goods and
services provided by the Supply Division may be managed via email and stored in
SharePoint, with no systems in place to track how demand is initiated or how goods
and services requirements are formulated before procurement begins. While the
requisition data recorded in VISION are compliant with procurement rules, the
absence of systematic tracking earlier in the requisition process affects transparency
and accountability of procurement planning.

177. In addition, the Board finds it difficult to assess how the Supply Division’s
Contracts Review Committee, an internal advisory body responsible for reviewing
and recommending procurement actions, operates without full integration into
VISION. Although many Contracts Review Committee processes have been
digitalized through the electronic Contracts Review Committee (eCRC) system,
introduced in 2017, that system is still not linked to VISION, requiring duplicative
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efforts to input data into both systems and manual cross-referencing of vendor codes
and procurement records. These inefficiencies increase workload, risk of errors and
administrative complexity.

178. During interviews, Supply Division chiefs and managers confirmed the lack of
integration and the reliance on manual processes, stressing the need for a fully
integrated digital system to enhance efficiency, reduce the administrative burden and
improve data accuracy. In summary, UNICEF supply chain processes remain
fragmented, with data frequently moving outside structured systems, which

undermines process consistency and the effectiveness of digital transformation efforts.

179. These digitalization gaps and lack of system interoperability give rise to a risk
of reduction in operational efficiency, stakeholder coordination and scalability of
digital initiatives. The lack of integrated systems impedes real-time data-sharing,
collaboration and evidence-based management, which are essential for informed
decision-making and responsive operations. As a result, these issues may lead to
delays in process execution, increased operational complexity, and missed
opportunities to optimize resources and improve supply chain outcomes.

180. The cause of these fragmented supply chain processes and digitalization gaps is
the use of disparate systems at different stages of the supply chain, many of which
were developed independently without incorporating interoperability. In addition, the
reliance on manual workflows, such as spreadsheets and email-based requisitions,
reflects entrenched practices that have not yet migrated to advanced digital tools.

181. The Board recommends that the Supply Division develop a comprehensive
plan to fully digitalize manual workflows, processes and activities currently
conducted outside formal systems, with a particular focus on forecasting,
requisition processes, requirement definition and Contracts Review Committee
activities related to goods and services procurement and on ensuring
interoperability in discharging these functions.

182. UNICEF accepted the recommendation.

Warehouse and inventory management
Unutilized programme inventory

183. According to the UNICEF procedure on supply organization
(PROCEDURE/SD/2022/001), country offices shall manage actions to ensure the
availability of supplies and services by coordinating activities to achieve common
objectives, while ensuring value for money through the efficient and effective use of
resources.

184. The Board inspected the Damco warehouse, the main warehouse in the Karachi
(Sindh) region of Pakistan, and found a high level of unused programme inventory,
including essential medicines and supplies, held for more than 12 months. The
inventory stored for 12 to 18 months amounted to $385,105, while inventory stored
for more than 18 months amounted to $417,893. The sum of these values represented
around 12 per cent of the total stock.

185. The main effect of this situation is the potential delay in programme
implementation, accompanied by a high volume of stock linked to expired grants and
possible losses resulting from the imminent expiration of supplies.

186. The potential cause of this issue, as reported by the Pakistan country office, is a
complex combination of factors. Key contributors include the limited logistical
capacity of partners to receive and distribute supplies, political obstacles that
disrupted coordination efforts and short implementation periods associated with
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certain grants. In addition, procurement decisions based on historical data from the
previous year failed to take into account existing inventory levels that should have
been delivered before new purchases were initiated. The country office also noted
that emergency supplies are kept in warehouses for over 12 months due to funding
constraints, lengthy procurement lead times and the need to ensure rapid response
capacity (within 72 hours) during emergencies.

187. The Board recommends that the Pakistan country office establish a
distribution plan to optimize stock management, prioritizing the redistribution
of long-stored and near-expiry items and aligning procurement with actual
programme needs to minimize losses and reduce storage costs, while retaining
flexibility for items the office considers necessary to keep in stock for a longer
period.

188. UNICEF accepted the recommendation.

Shortcomings in warehouse inventory control and improper storage conditions for
ready-to-use therapeutic food

189. In accordance with the UNICEF procedure on warehouse and inventory
management (PROCEDURE/SD/2022/009), all UNICEF -controlled warehouses shall
ensure accurate inventory control mechanisms, protect supplies from deterioration
and loss, and comply with prescribed storage conditions for sensitive products such
as ready-to-use therapeutic food. It is recommended in the procedure (para. 38) that
stable temperatures between 15°C and 25°C be maintained for nutrition supplies to
prevent deterioration.

190. In the product specification sheet for ready-to-use therapeutic food, it is stated
that the shelf life of the product is 24 months when stored below 30°C and that, unless
specifically authorized in writing by UNICEF, products should be of fresh production,
having at least 80 per cent of their shelf life.

191. The Board observed during its inspection of the Damco-managed warehouse in
Karachi, Pakistan, that inventory control processes rely on manual methods, including
paper-based checklists and fragile adhesive labels. Stock control sheets were found
handwritten on clipboards, and several labels affixed to products were observed to be
falling off, with at least one detached label found on the floor.

192. While an electronic warehouse management system was initially required in the
terms of reference for the contract, it was not explicitly included in the final contract.
However, the initial proposal annexed to contract LTA-S 42412524 provided for such
a system at an additional cost.

193. In addition, the Board observed that ready-to-use therapeutic food was stored
outside temperature-controlled environments. A review of the manual temperature
control report from 1 to 13 February 2025 revealed that out of 28 recorded
measurements, warehouse temperatures exceeded 25°C on six occasions, peaking at
27.2°C on 12 February at 2.30 p.m., while three days’ data were missing.

194. The potential effects of reliance on manual tracking methods and outdated or
untimely inventory updates are shortages, overstocking and diminished accountability,
increasing the risk of inventory discrepancies and outdated and untimely stock
records.

195. The effect of poor climate control for ready-to-use therapeutic food is a high
risk of spoilage, reducing the nutritional quality of supplies and hampering the ability
of the Pakistan country office to ensure the timely and effective delivery of life-saving
interventions. Although the manufacturer permits storage below 30°C, the sensitivity
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to heat of ready-to-use therapeutic food, as a nutrition supply, necessitates stricter
control.

196. The potential causes of this issue include the absence of a warehouse
management system, a misunderstanding regarding the need to treat ready-to-use
therapeutic food as a temperature-controlled product and insufficient monitoring of
contractual obligations.

197. The Board recommends that the Pakistan country office reassess the cost
benefit of requiring the implementation of a warehouse management system, as
initially proposed under contract LTA-S 42412524.

198. The Board recommends that the Pakistan country office require the
contracted party under contract LTA-S 42412524 to store the ready-to-use
therapeutic food in a temperature-controlled environment, with a desired range
as established in the UNICEF procedure on warehouse and inventory
management or as mentioned in the ready-to-use therapeutic food product
specification sheet.

199. The Board recommends that the Pakistan country office control ready-to-
use therapeutic food stocks to ensure that the products in stock are of fresh
production, having at least 80 per cent of their shelf life.

200. UNICEF accepted the recommendations.

Procurement and contract management
Inadequate contract performance monitoring

201. In the UNICEF procedure on contract management (PROCEDURE/SD/
2022/011), it is stated that contracts shall be actively monitored throughout their
lifecycle to ensure performance, delivery and compliance with contractual obligations.
It also provides that contract managers shall develop and implement corrective
actions to address deviations or issues that arise during contract execution. In addition,
in the Procurement Practitioner’s Handbook it is emphasized that contract monitoring
should focus on compliance with contractual requirements, timely deliverables,
structured oversight mechanisms and risk-based performance evaluations.

202. The Board identified the absence of a structured contract performance
monitoring framework in the Pakistan country office. A review undertaken on a
sample comprising the 10 most substantial contracts of 2024 showed that performance
assessments were conducted only at the conclusion of the contract period. Although
the Supply Division provides a suite of guidance materials and standard templates —
including contractual text, long-term agreements, solicitation documents and
memorandums of understanding — designed to support the establishment and
management of contracts at the country level, there were no standardized internal
monitoring guidelines, periodic evaluations or clearly defined performance indicators
aligned with contractual deliverables and key requirements to ensure continuous
oversight.

203. The effect of an absence of systematic oversight is that discrepancies regarding
the terms of the contract may not be detected until such time as the contract is
terminated. This may affect the ability of the country office to implement corrective
measures in a timely manner.

204. The Board considers that the deficiencies were caused by the absence of a
structured contract performance monitoring guideline. Such a guideline would ensure
that performance indicators are defined based on contractual deliverables and key
requirements.
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205. The Board recommends that the Pakistan country office develop a guideline
that outlines the conduct of periodic performance reviews of high-value
contractual deliverables, key requirements and service expectations.

206. The Board recommends that the Pakistan country office develop a digital
environment where performance reviews are housed for transparency, timely
monitoring, and internal controls for informed decision-making and proactive
contract management.

207. UNICEF accepted the recommendations.

Lack of standardized sustainability criteria for local procurement

208. It is specified in the UNICEF procedure on sustainable procurement
(PROCEDURE/SD/2023/001) that the UNICEF team should gather information and
assess market readiness for sustainable procurement (sects. 12.1 — Planning, and
12.3 — Sourcing).

209. The Board identified a lack of standardization in the application of sustainability
criteria and insufficient structured market research to assess supplier capabilities and
sustainability commitments during the review of a sample comprising eight contracts
issued in 2024 by the Pakistan country office, amounting to approximately
$16 million.

210. The effect of this issue is that the Pakistan country office has missed an
opportunity to improve its environmental and social impact in a positive way due to
inconsistently applied criteria, challenges in ensuring fair and transparent supplier
evaluations and a failure to fully apply sustainability principles, potentially affecting
UNICEF leadership in sustainable procurement. Moreover, there were missed
opportunities to drive sustainable practices within the supplier market.

211. The potential causes of this situation include the absence of specific guidance
and procedures enforcing and clarifying standardized sustainability criteria in
procurement processes as and when possible, limited training courses for procurement
staff on sustainability integration and the lack of monitoring mechanisms to assess
the effectiveness of sustainability clauses.

212. The Board recommends that the Pakistan country office develop a
procurement sustainability guideline, covering, inter alia, clear standardization
criteria and their inclusion in procurement contracts, a structured strategy for
consultation with suppliers and useful tools such as a checklist for procurement
staff to prepare terms of reference.

213. The Board recommends that the Pakistan country office improve and
enhance training programmes about sustainable procurement.

214. UNICEF accepted the recommendations.

Implementing partners selection
Shortcomings in the use of open selection as the default partner selection approach

215. The Board has identified a risk regarding the UNICEF practice of predominantly
using direct selection as the standard modality for choosing civil society organization
implementing partners. Based on data extracted from the United Nations Partner
Portal, between 1 January and 31 December 2024 UNICEF posted 2,303 partnership
opportunities for civil society organizations. Of these opportunities, the majority —
64 per cent or 1,477 — were direct selections, while 36 per cent (826) were open
selections. Although the percentage of direct selection does not indicate irregularities,

25-11129



A/80/5/Add.3

25-11129

the Board considers it to be an indication that, in some situations, open selection is
not being prioritized.

216. The UNICEF programme implementation handbook (module 2, sect. 5, paras. 2
and 3) establishes open selection as the default partner selection approach,
emphasizing its role in ensuring transparency, identifying new local partners to
enhance localization and facilitating a comparative analysis of different alternatives
to achieve programme objectives effectively. In the handbook it is stated that direct
selection may be more appropriate in some situations, but that, in those cases, offices
should explain the rationale for not using open selection.

217. During its audit of the Programme Group, the Office of Emergency Programmes
and the Brazil country office, the Board found that open selection was not consistently
applied as the standard modality for selecting civil society organization partners.

218. The Board reviewed 100 per cent of the partnership opportunities launched by
the Programme Group between 1 January and 30 September 2024 and noted that all
30 opportunities were conducted through direct selection. Similarly, all 10 active
programme documents under the Office of Emergency Programmes followed the
same approach, with no open selection processes identified during the period covered.

219. In the Brazil country office, the Board found that 23 out of 28 partnership
opportunities (82 per cent) during the same period were awarded through direct
selection, representing a 67 per cent decline in open selections compared with 2023,
when 9 out of 15 partnership opportunities (60 per cent) were established through
open selection.

220. The Board requested documentation supporting direct selection justifications.
While general justifications were provided, no supporting documents were presented.
For example, in the “Nutrition technical support and knowledge management” project,
the justification was based on past performance, but no evidence was provided to
support the claim that the partner selected was the most suitable one. This lack of
documentation was consistent across all direct selections reviewed by the audit team.

221. The Brazil country office attributed the decline in open selection to the fact that
it was the first year of implementation of the country programme document, with
many programme documents continued from 2023, thereby requiring direct selections
to maintain programme continuity. In addition, emergency response needs played a
role in this shift, as eight emergency programme documents, representing 35 per cent
of all direct selections in 2024, required rapid partner engagement, notably in
response to the Rio Grande do Sul floods, the Venezuelan migration outflow in
Roraima and the nutritional crisis involving the Yanomami.

222. Furthermore, the Brazil country office noted that programmes targeting
vulnerable populations, such as Indigenous Peoples, Quilombolas and riverside
communities, often required direct selection to engage civil society organizations
with specialized expertise and a strong local presence. However, even after excluding
the eight emergency-driven selections, the Board found that 75 per cent of the
remaining opportunities (15 out of 20) still relied on direct selection, reinforcing the
predominant use of this approach.

223. The Board considers that the main causes of the shortcomings in the use of open
selection are insufficient enforcement of open selection as the default approach,
pressure for rapid response, the absence of clearly defined criteria or circumstances
under which direct selection is permissible and a lack of documented evidence for
bypassing open selection. The effect of using direct selection as the standard modality
is a perceived lack of transparency and fairness in the selection process, which may
undermine trust and confidence among stakeholders and potential partners. In
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addition, repeated reliance on direct selection could lead to partnerships with the same
organizations, creating dependency on a limited pool of civil society organizations
and reducing opportunities for new collaborations.

224. By not prioritizing open selection, the Programme Group, the Office of
Emergency Programmes and the Brazil country office risk missing fresh perspectives
and innovative approaches, and limiting diversity in programme delivery.
Furthermore, open selection enables a comparative analysis of strategies and costs,
ensuring cost-effectiveness and optimal resource allocation. Without it, the
Programme Group, the Office of Emergency Programmes and the Brazil country
office may face higher programme costs and reduced efficiency in selecting the most
suitable partners.

225. In addition, UNICEF should ensure that justifications for direct selection are
well documented. For instance, if an emergency justifies direct selection, evidence of
the emergency should be documented. Similarly, if a partner’s unique expertise is the
reason, an explanatory note demonstrating the absence of other qualified civil society
organizations should be provided.

226. The Board recommends that the Programme Group, the Office of
Emergency Programmes and the Brazil country office take measures to reinforce
open selection as the default approach, such as conducting training sessions or
workshops to promote open selection of civil society organization partners.

227. UNICEF accepted the recommendation.

Lack of registration of partnership opportunities in the United Nations
Partner Portal

228. It is mandated in the UNICEF programme implementation handbook that all
civil society partner selections, whether open or direct, must be documented in the
United Nations Partner Portal. Open selection involves posting a call for expressions
of interest, while direct selection requires that the process be registered and partners
formally contacted through the platform.

229. The Board noted that, between 1 January and 30 September 2024, the Office of
Emergency Programmes had 10 active programme documents, and in 100 per cent of
the cases, partners were directly selected. However, none of these direct selections
was registered on the United Nations Partner Portal, which reduced visibility and
accountability in the selection process.

230. The Office of Emergency Programmes justified the lack of registration by
stating that its selection processes could not be categorized as either direct or open,
because they come from ongoing partnerships with global-level organizations that
have been carried on for several years. Furthermore, it clarified that numerous
decisions regarding partner selection are made collaboratively with partners and
donors that are integral to the steering groups overseeing specific activities.

231. The Board finds these explanations insufficient to justify the absence of
registration in the United Nations Partner Portal, as all partner selections, including
direct ones, must be documented in accordance with the UNICEF programme
implementation handbook to ensure transparency, traceability and compliance. The
lack of registration reduces transparency, accountability and fairness, while hindering
knowledge-sharing and collaboration across United Nations agencies. It also weakens
monitoring and reporting, limits the accuracy of partnership data and affects decision-
making and evaluations. This issue stems from unclear guidance on registration
requirements and insufficient enforcement of programme implementation guidelines,
leaving direct selections undocumented and diminishing organizational oversight.
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232. The Board recommends that the Office of Emergency Programmes register
all selections of civil society organization partners in the United Nations Partner
Portal, whether a direct or open selection modality has been used.

233. UNICEF accepted the recommendation.

Lack of effectiveness of open selections to foster competition among civil society
organization partners

234. The Board analysed all five calls for expressions of interest posted by the Brazil
country office on the United Nations Partner Portal between 1 January and
30 September 2024, specifically for projects CEF/BRA/2024/004, 008, 015, 021 and
023, and found that in 100 per cent of cases, no competition occurred. In two of the
five opportunities, only one partner applied, while in two others, the calls were
cancelled due to a lack of interested applicants. The final case, which was still open
at the time of the audit, had received no proposals by the last day of the audit visit.

235. The lack of competition in open selection processes limits the ability of
UNICEF to engage a diverse range of civil society partners, thereby reducing the
variety of perspectives, expertise and innovative approaches in programme
implementation. Low participation or cancelled calls for expressions of interest
weaken the comparative analysis of potential partners, undermining transparency,
fairness and the identification of the most suitable organizations. The overreliance on
a small group of partners risks affecting cost-effectiveness, programme sustainability
and localization efforts.

236. Based on interviews with operational staff and managers, the lack of
competition in the open selection process in Brazil is primarily due to two factors:
limited awareness of the United Nations Partner Portal among potential civil society
organization partners and the absence of Portuguese as a language option, which
creates a barrier for local organizations less proficient in available languages such as
English.

237. The Board recommends that the Brazil country office take measures to
increase the registration of local civil society organizations on the United Nations
Partner Portal and improve their engagement in the open selection processes.

238. The Board recommends that UNICEF enhance the United Nations Partner
Portal resource library to facilitate easier registration and application processes
for local organizations that encounter difficulties with the official language used.

239. The Board recommends that the Brazil country office take measures to
ensure wider civil society organization engagement and participation in
partnership opportunities, such as by utilizing diverse communication channels
to promote the United Nations Partner Portal.

240. UNICEF accepted the recommendations.

Deficiencies in establishing adequate deadlines for open selections

241. The Partner Portal guidance and the UNICEF guidelines for civil society
partnerships recommend setting a clarification request deadline at least one week after
the call for expressions of interest and an application deadline at least one week after
the clarification period ends. These guidelines ensure adequate time for partners to
seek clarifications, understand requirements and prepare thorough proposals,
fostering fairness, transparency and competitiveness in the selection process.

242. The Board identified non-compliance with recommended deadlines for
clarification requests and application submissions in civil society partnership
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processes in both the Brazil and Ethiopia country offices. These issues raised concerns
about the effectiveness and fairness of the selection processes.

243. The Brazil country office was found to have consistently shortened the deadlines
set in the five calls for expressions of interest that it issued between January and
September 2024. In one case, only two days were allowed for clarification requests,
and in all cases application deadlines were set less than a week after the end of the
clarification period. As a result, each call for expressions of interest received only one
application.

244. The Ethiopia country office faced similar challenges, with recommended
deadlines not followed in 64 per cent of the 106 calls for expressions of interest
launched in 2024. Non-compliant calls for expressions of interest received an average
of two to four applications, with one process being cancelled because there were no
applicants. In contrast, compliant calls for expressions of interest attracted an average
of eight applications, which emphasizes the importance of adhering to deadlines to
improve partner engagement and ensure a more competitive selection process.

245. Staff interviews revealed that members of both country offices were unaware of
the recommended deadlines, a key factor behind the issue. In addition, the absence of
a review and validation mechanism for postings of calls for expressions of interest
before their publication prevented the early identification and correction of
non-compliant deadlines, further exacerbating the problem.

246. This issue raises concerns regarding competition and engagement in open
selection processes. Reduced time frames for clarifications and application
submissions in UNICEF selection processes may discourage participation, affecting
diversity and competitiveness. Insufficient time for clarifications may lead to weaker
proposals that fail to meet expectations, while short deadlines limit participation from
diverse civil society organizations, restricting innovation. Conversely, adherence to
recommended deadlines fosters transparency and fairness, ensuring equal
opportunities for all organizations. This practice also reinforces trust in UNICEF
partner selection processes, promoting a more inclusive and effective partnership
framework.

247. The Board recommends that the Brazil and Ethiopia country offices
promote awareness among programme document focal points and Goal Area
chiefs regarding the recommended deadlines for launching open selections and
the respective clarification period, ensuring alignment with UNICEF partner
selection guidelines.

248. The Board recommends that the Brazil and Ethiopia country offices
establish a mechanism to review calls for expressions of interest postings, to
ensure compliance with the recommended timelines.

249. UNICEF accepted the recommendations.

Inability to meet completion deadlines for finalizing programme documents with civil
society organization partners

250. In accordance with the programme implementation handbook (module 2,
sect. 7), the finalization of programme interventions with partners should not exceed
45 working days in regular contexts or 15 working days in humanitarian contexts,
measured from the date when the partner submits complete documentation to the date
of signature by both parties. UNICEF offices are expected to work actively to shorten
the time needed to launch partnerships and transfer resources, especially in
humanitarian response situations.
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251. The Board identified that 48 (54 per cent) of 89 programme documents and
simplified programme documents (hereinafter both referred to as programme
documents) issued by the Ethiopia country office from 1 January to 31 December
2024, excluding those that were cancelled, did not meet the completion deadlines
specified in the UNICEF programme implementation handbook.

252. The Board considers that the situation is the result of several factors. These
include actions and decisions taken by various stakeholders within the approval
process, as well as errors or shortcomings in the documentation submitted by partners,
which require revisions.

253. Delays in programme implementation may compromise programme
effectiveness, because timely implementation could be crucial for achieving intended
outcomes, particularly in humanitarian contexts.

254. Therefore, the Board emphasizes the importance of adhering to established
guidelines to ensure timely implementation of programmes.

255. The Board recommends that the Ethiopia country office conduct a review
of the current processes involved in finalizing programme documents to identify
bottlenecks and inefficiencies, in order to improve the timeliness of their
completion.

256. The Board recommends that the Ethiopia country office implement
training for civil society organization partners to ensure they clearly understand
the necessary steps and documentation to facilitate smoother and faster
completion of programme documents.

257. UNICEF accepted the recommendations.

Transmissions of information by management

Write-off of losses of cash, receivables and property

258. UNICEF reported to the Board that losses in assets of $27.99 million (2023:
$6.02 million) had been written off during 2024, including inventory of
$27.31 million (2023: $3.79 million), property and equipment of $0.15 million (2023:
$0.13 million) and other receivables of $0.53 million (2023: $0.10 million).

Ex gratia payments

259. UNICEF reported for the year ended 31 December 2024 that the Executive
Director had authorized events that qualified for ex gratia payments totalling
$0.49 million. The payments included $0.47 million to support locally recruited staff
in UNICEF Sudan for the loss of or damage to personal effects, $11,306.79 for legal
expenses related to a staff member involved in a car accident while on official duty,
and $5,246.46 for other cases, including support for locally recruited personnel
affected by the 2023 earthquakes in Tiirkiye.

Cases of fraud and presumptive fraud

260. In accordance with the Financial Regulations and Rules of the United Nations,
the report of the Board of Auditors should refer to cases of fraud or presumptive fraud
(annex, para. 6 (c) (i)). According to the International Standards on Auditing
(ISA 240), the Board plans its audits of the financial statements so that it has a
reasonable expectation of identifying material misstatements and irregularities,
including those resulting from fraud. The audit, however, should not be relied upon
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to identify all misstatements or irregularities. The primary responsibility for
preventing and detecting fraud rests with management.

261. UNICEEF reported 73 cases (2023: 120 cases) of fraud or presumptive fraud
closed during 2024 by the Office of Internal Audit and Investigations and 206 cases
of fraud or presumptive fraud relating to cash-based transfer project cases closed
during 2024 (2023: 459 cases), which were investigated by an independent
organization engaged by UNICEF.

262. For the year ended 31 December 2024, the total loss, gross of recoveries, for
cases closed by the Office of Internal Audit and Investigations and cases investigated
by an independent organization was $0.46 million. Furthermore, the independent
organization for project-specific cases in the cash-based transfers project identified
$16,171 in fraudulent loss transactions, of which $15,733 (97 per cent) was recovered.
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Annex
Status of implementation of recommendations up to the year ended 31 December 2023
Status after verification
Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management'’s response Board’s assessment Implemented implementation implemented by events
1 2022 A/78/5/Add.3, The Board recommends that =~ UNICEF reported that it is now  Following a direct review of eTools X
chap. II, UNICEF improve the practice mandatory to upload supporting  during a meeting with the Division of
para. 28 of uploading the supporting documentation in the action point Data, Analytics, Planning and
documentation of actions module when closing high Monitoring, the Board confirmed the
taken in eTools or any other  priority action points. requirement and considered the
platforms as appropriate. recommendation implemented.
2 2022 A/78/5/Add.3, The Board recommends that UNICEF finalized and UNICEF reported that it had revised X
chap. II, UNICEF take measures to disseminated the updated spot the spot check user guide and
para. 45 reduce the gaps between the check user guide and the online  launched targeted training on the
time the expenditures are training course on its execution, Agora platform to strengthen related
reported by the aligned with changes to the internal controls. It also presented
implementing partners and  programme implementation data showing an increase in the annual
the spot checks are procedure and the harmonized completion rate of mandatory spot
performed by the approach to cash transfers checks, from 87 per cent in 2022 to 90
organization to ensure the framework. The guidance was per cent in 2024. However, the data
effectiveness of this developed with support from reflect only overall coverage and do
assurance activity. regional offices and shared not include indicators to assess
globally, with the aim of whether the time gap between
strengthening the capacity of expenditure reporting and spot check
those involved in planning, execution has decreased. Without
conducting and monitoring spot  objective evidence of the time elapsed
checks. UNICEF requested the between expenditure and verification,
closure of the recommendation.  the core objective of the
recommendation — that of reducing
the temporal gap — is considered not
yet fully achieved. The
recommendation therefore remains
under implementation.
3 2022 A/78/5/Add.3, The Board recommends that UNICEF reported significant The Board reviewed the concept note X
chap. 11, UNICEEF clearly describe in  progress in revising its enterprise submitted by UNICEF, which outlines
para. 98 its policy on enterprise risk  risk management policy to clarify necessary changes to the new policy

management the roles and
responsibilities of the
Executive Board, the Legal
Office, the Evaluation
Office and the Ethics Office.

the roles and responsibilities of
key stakeholders, including the
Executive Board, the Legal
Office, the Evaluation Office and
the Ethics Office. A formal
concept note, approved under the

in order to address the risks identified
in the audit. While the document
provides a solid foundation and
demonstrates that the issue is being
addressed, the Board considers that,
given the relevance of the matter, the
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Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
new regulatory framework recommendation can only be deemed
secretariat process, outlines the  fully implemented once the new
necessary policy changes to policy is formally approved. This
address the audit recommendation is therefore
recommendation. UNICEF considered under implementation.
requested the closure of the
recommendation.
4 2022 A/78/5/Add.3, The Board recommends that UNICEEF clarified that the The Board reviewed the concept note X

chap. II,
para. 106

UNICEF submit risk reports
to the Global Management
Team in accordance with the
applicable enterprise risk
management policy.

5 2022 A/78/5/Add.3, The Board recommends that
chap. 11, UNICEF conclude the
para. 115 endorsement process of its
risk appetite statement and
proceed to inform all
relevant users.

previous enterprise risk
management policy requiring risk
report submissions to the Global
Management Team is now
outdated. In line with recent
recommendations from the Joint
Inspection Unit and the Board of
Auditors, reports are currently
submitted to the Executive Board
and the Senior Management Risk
Committee. As evidence of this
shift, UNICEF submitted the
revised enterprise risk
management policy concept note,
the Executive Board’s
endorsement of the new reporting
structure and the 2025 risk
report. These demonstrate that a
new governance model has
already been implemented in
practice.

UNICEF reported the
development of an initial risk
appetite statement, which was
reviewed and endorsed by the
Senior Management Risk
Committee. To promote
awareness, the statement was
shared with senior leadership
during the 2025 global leadership
meeting. As evidence, UNICEF
submitted the related
communication materials,

for the revised enterprise risk
management policy and procedure,
the Executive Board decision
establishing new reporting lines and
the 2025 risk report. These documents
confirm that the requirement for risk
reporting to the Global Management
Team has been replaced by updated
governance arrangements involving
the Executive Board and the Senior
Management Risk Committee. As the
recommendation is no longer
applicable under the new framework,
the Board considers this
recommendation overtaken by events.

The Board reviewed the X
documentation submitted by UNICEF

confirming the approval of the initial

risk appetite statement and its

communication to relevant users

during the 2025 global leadership

meeting, demonstrating that the

process has been completed.

Therefore, this recommendation is

considered implemented.
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Audit
report
year  Report reference

Board’s recommendation

Management’s response

Board'’s assessment

Status after verification

Under Not
Implemented implementation implemented

Overtaken
by events

7

8

2022 A/78/5/Add.3,
chap. II,
para. 160

2022 A/78/5/Add.3,
chap. II,
para. 161

2022 A/78/5/Add.3,
chap. II,
para. 171

The Board recommends that
UNICEEF revise the existing
post management procedure
to adequately reflect the
reality of the challenges
faced by its offices in
allocating funds and ensure
their timely assignment.

The Board recommends that
UNICEF implement systems
to monitor the funding
situation of staff members.

The Board recommends that
UNICEF review the Global
Shared Service Centre
charge-back methodology
on a yearly basis to ensure
that the rates charged to

including the stock-taking report
in which the statement was
referenced on page 30.

UNICEF reported that it had
implemented the staff costs
funding solution and related
payroll monitoring dashboard as
at 1 January 2025. This initiative
addresses the issues raised
regarding timely payroll cost
allocation by offices. The solution
includes features such as regular
recalculation of standard costs,
standardized allocation methods
and enhanced monitoring tools.
UNICEF provided screenshots as
evidence of full implementation
and requested the closure of the
recommendation.

UNICEF reported significant
progress in updating the post
management procedure to
address challenges related to
fund allocation and timely
assignment. As part of this effort,
a comprehensive staff costs
funding solution was launched on
1 January 2025. The solution
includes key functionalities such
as enhanced monitoring
dashboards and regular
recalculation of standard costs,
supporting offices in aligning
expenses with actual payroll
funding status.

UNICEF reported that it had
finalized and implemented a
revised methodology for Global
Shared Service Centre charge-back
rates, incorporating temporary
appointment positions, projected

The Board reviewed the
documentation submitted by UNICEF,
including screenshots of the staff
costs funding solution and the payroll
monitoring dashboard. These tools
demonstrate that the revised post
management approach has been
implemented and that offices are now
equipped to allocate payroll costs in a
timely and standardized manner, in
line with actual expenses. The
measures adopted adequately respond
to the challenges identified in the
recommendation. Therefore, this
recommendation is considered
implemented.

The Board reviewed the
documentation provided by UNICEF,
including the Comptroller’s
announcements and the payroll
monitoring dashboard, and confirmed
the implementation of the staff costs
funding solution as at 1 January 2025.
The system’s enhancements —
frequent recalculations, standardized
cost allocations and improved
monitoring tools — effectively address
the recommendation by supporting the
timely and accurate assignment of
payroll-related funds. Therefore, the
Board considers this recommendation
implemented.

The Board reviewed the additional
evidence provided by UNICEF,
including the formal global
communication on the implementation
of the revised Global Shared Service
Centre charge-back methodology. The
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Audit
report
No. year

Report reference  Board’s recommendation

Management’s response

Board'’s assessment

Status after verification

Under Not
Implemented implementation implemented

Overtaken
by events

each office are as fair as
possible.

9 2022 A/78/5/Add.3, The Board recommends that
chap. 1II, UNICEEF strengthen its
para. 196 internal controls over

inactive funds by
developing a transparent
approach that includes the
terms of communication
with its procurement
services partners, the
timelines and the
documentation that supports
the considerations for the
future use of inactive funds.

10 2023 A/79/5/Add.3,
chap. II,
para. 25

The Board recommends that
UNICEEF address in a swift
manner the long-standing
grants with amounts
available with negative
balances that have been
identified by reviewing the
underlying transactions and
making the necessary
adjustments.

volumes for improved accuracy and

a biannual recalculation

mechanism. These changes were

formally communicated to all

offices by a global broadcast, with
implementation effective as from

April 2025. Supporting

documentation includes the official

circular outlining the 2025 cost
attribution rates and timeline.

UNICEF submitted the standard

operating procedure for
management of inactive
procurement services partner
balances held on deposit as

evidence of implementation. The
purpose of this standard operating

procedure is to document the

agreed steps to prevent the risk of
inactive balances from occurring
and to establish the necessary steps
for addressing inactive balances

once they begin aging.

UNICEF explained that it has
made significant progress in

reviewing and clearing the long-
standing negative balances, with a
total amount of US$ 8.1 million
addressed through the analysis of

underlying transactions and
appropriate adjustments. As
evidence, UNICEF submitted a

detailed analysis of the reviewed

and cleared balances.

updated approach includes temporary
appointments, projected volumes and
biannual recalculations, as previously
recommended. These changes were
clearly communicated to all regional
and country offices and took effect as
from the April 2025 payroll. Therefore,
the Board considers this
recommendation implemented.

The Board reviewed the standard
operating procedure for management of
inactive procurement services partner
balances held on deposit, which
UNICEF submitted as evidence of
implementation. This document
outlines the required steps to prevent
the occurrence of inactive balances and
provides a structured approach for
addressing any ageing balances.
Therefore, the Board considers this
recommendation implemented.

The Board reviewed the
documentation provided by UNICEF,
which shows a significant reduction in
the balance of long-standing grants
with negative amounts. The analysis
indicates that the issue has been
largely resolved. Audit testing during
the 2024 financial audit confirmed
that the remaining balances are not
material and do not warrant continued
monitoring under this
recommendation. Future audits will
still include procedures to identify
any recurrence. Therefore, the Board
considers this recommendation
implemented.
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Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
11 2023 A/79/5/Add.3, The Board recommends that UNICEF reported that it has Acknowledging UNICEEF efforts to X
chap. 11, UNICEF implement a increased the frequency of strengthen the monitoring of negative
para. 26 monitoring process at reviews of negative and positive  budget amounts associated with

12 2023 A/79/5/Add.3,
chap. 11,
para. 36

13 2023 A/79/5/Add.3,
chap. II,
para. 37

headquarters to ensure that
negative budget amounts
associated with financially
closed grants are
systematically reviewed and
promptly cleared to verify
that they have not
experienced significant
post-closing variations.

The Board recommends that
UNICEF update its budget
policy and related guidelines
to reflect eligibility for the

7 per cent set-aside
allocation, the maximum
percentage of distribution
allowed between offices and
possible duly justified
exceptions.

The Board recommends that
UNICEF allocate the 7 per
cent set-aside grants
resources in accordance
with the applicable policy to
prevent unauthorized
categories of expenses from
being allocated to the set-
aside.

balances associated with closed
grants from annually to quarterly,
enabling more systematic and
timely detection of post-closing
variations. A guidelines
document to formalize the review
process was also provided.

UNICEF explained that it has
revised the budget procedure and
related guidelines for the
allocation and management of

7 per cent set-aside funds to
improve clarity and control with
regard to the maximum
percentage of distribution
allowed between offices and
possible justified exceptions.
UNICEEF attached the procedure
and the approved concept note
for the Board’s review. UNICEF
requested the closure of the
recommendation.

UNICEEF explained that it has
revised the budget procedure and
related guidelines for the
allocation and management of

7 per cent set-aside funds to
improve clarity and control with
regard to the maximum
percentage of distribution
allowed between offices and
possible justified exceptions.

financially closed grants, the Board
verified that the frequency of reviews
has been increased from annually to
quarterly. In addition, UNICEF
provided a guidelines document
outlining the process for conducting
these reviews. These measures ensure
that post-closing variations are
systematically identified and
addressed in a timely manner.
Therefore, this recommendation is
considered implemented.

The Board reviewed the concept note
for the material revision of the legacy
document on the procedure for the 7
per cent set-aside, as well as the draft
UNICEF procedure for the submission
of 7 per cent set-aside proposals. While
these documents provide a structured
and detailed framework that addresses
the audit concerns, the Board considers
that, due to the importance of the
subject, the recommendation can only
be considered fully implemented once
the draft procedure is formally
approved. This recommendation is
therefore considered under
implementation.

The Board reviewed the concept note
for the material revision of the legacy
document on the procedure for the 7
per cent set-aside, as well as the draft
UNICEF procedure for the submission
of 7 per cent set-aside proposals.
While these documents provide a
clear and comprehensive framework
that responds to the audit findings, the
Board considers that, due to the

€'PPV/S/08/V


https://docs.un.org/en/A/79/5/Add.3
https://docs.un.org/en/A/79/5/Add.3
https://docs.un.org/en/A/79/5/Add.3

0S1/08

6CII1-ST

Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
UNICEF requested the closure of importance of the subject, the
the recommendation. recommendation can only be
considered fully implemented once
the draft procedure is formally
approved and its application
effectively verified. This
recommendation is therefore
considered under implementation.
14 2023 A/79/5/Add.3, The Board recommends that UNICEF explained that it has The Board reviewed the global X
chap. I, UNICEF strengthen the implemented a global tracking broadcast submitted by UNICEF,
para. 47 global monitoring system to system to strengthen the confirming the implementation of a
track the recognition of monitoring of voluntary global monitoring system to track the
voluntary contributions, in  contributions and ensure their registration and recognition of
order to ensure their timely  timely registration and voluntary contributions. The system
registration. recognition. As supporting addresses the need for timeliness and
evidence, UNICEF submitted a  strengthens oversight over
global broadcast announcing the contribution management. Therefore,
implementation of the system. this recommendation is considered
implemented.
15 2023 A/79/5/Add.3, The Board recommends that UNICEF reported that it has Acknowledging UNICEF efforts to X
chap. II, UNICEF establish clarified the criteria for update procedures and guidelines for
para. 56 comprehensive guidelines determining administrative junior professional officers to clarify
within the Junior charge rates for junior administrative charge criteria, the
Professional Officer professional officers, setting Board verified that the changes on the
procedure, setting out them at 14 per cent for full- careers page and the internal Junior
criteria for determining the  service agreements and 12 per Professional Officer page have been
appropriate percentage for  cent for partial-service made. This recommendation is
administrative charges. agreements. This information therefore considered implemented.
was first published on the
UNICEF external careers page
and later updated on the internal
Junior Professional Officer web
page. In addition, UNICEF
included donor-specific
administrative charge
percentages, along with the
rationale for each rate.
16 2023 A/79/5/Add.3, The Board recommends that UNICEF has confirmed that the = Through a meeting with the Division X

UNICEF remove from the
eTools system the “All other
roles” category, which is a

chap. II,
para. 74

“All other roles” category has
been removed from the eTools
system and that users will no

of Data, Analytics, Planning and
Monitoring, the Board confirmed by
direct observation of eTools that the
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Report reference

Board’s recommendation

Management’s response

Board'’s assessment

Status after verification

Under

Not

Implemented implementation implemented

Overtaken
by events

Audit

report
No. year
17 2023
18 2023
19 2023

A/79/5/Add.3,
chap. 1II,
para. 75

A/79/5/Add.3,
chap. II,
para. 76

A/79/5/Add.3,
chap. II,
para. 83

legacy from past years and
should no longer be
assigned to users.

The Board recommends that
UNICEEF ensure proper
segregation of duties for
high-priority action points
resulting from spot checks
and special audits within the
eTools platform.

The Board recommends that
UNICEF leverage its digital
tools for the planning and
scheduling of the minimum
assurance requirements set
out in the UNICEF
policies/guidelines and
facilitate a balanced
caseload throughout the
year.

The Board recommends that
UNICEF evaluate positions
vacant for over 24 months
on a yearly basis,
identifying those that are not
necessary and abolishing

longer be assigned to the “All
other roles” group.

UNICEF reported that it has
implemented a new control to
ensure segregation of duties for
high-priority action items in the
eTools platform.

UNICEF explained that minimum
assurance requirements are
determined on the basis of the
harmonized approach to cash
transfers, considering both the
amount of cash
transferred/reported and the risk
rating of the implementing
partner. The required number of
programmatic visits and spot
checks in eTools is dynamically
adjusted throughout the year and
calculated automatically, without
manual input. Compliance with
these minimums is monitored
through the eTools and Insight
dashboards using key
performance indicators, such as
the percentage of programmatic
visits and spot checks conducted
above the minimum thresholds.

UNICEF conducted a review of
long-vacant positions to assess
ongoing staffing needs. The most
recent report, updated in October
2024, analysed 71 positions
vacant for over 24 months: 16

category “All other roles” has been
removed. Therefore, this
recommendation is considered
implemented.

Through a meeting with the Division
of Data, Analytics, Planning and
Monitoring, the Board confirmed by
direct observation of eTools that the
platform no longer allows the same
person to create and close a high-
priority action point in the action
point module. Therefore, this
recommendation is considered
implemented.

Through a meeting with the Division
of Data, Analytics, Planning and
Monitoring, the Board confirmed by
direct observation of eTools that the
platform has an active assurance
monitoring dashboard and that a new
feature that monitors programmatic
visits more accurately than before has
been implemented. Therefore, this
recommendation is considered
implemented.

The Board reviewed the UNICEF
October 2024 report on long-vacant
positions and the additional
clarifications subsequently provided.
Based on the information provided,
UNICEF conducted a comprehensive
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Audit
report
No. year

Report reference  Board’s recommendation

Management’s response

Status after verification

Under Not
Implemented implementation implemented

Overtaken

Board'’s assessment by events

them if applicable, and
adjusting to the current
entity staffing needs to
ensure effective and
efficient position
management of UNICEF
resources.

20 2023 A/79/5/Add.3, The Board recommends that
chap. II, the UNICEF Global Shared
para. 92 Service Centre ensure, as

part of its regular
monitoring, that overtime
payment requests are
reviewed to prevent
payment of inappropriate or
late claims.

have been filled, 16 are under
recruitment, 3 are in the final
stage of recruitment, 10 were
abolished, 2 are being repurposed
and 27 were initially listed as
under review. Following a
request for clarification, UNICEF
provided additional information
confirming that the review
process for these 27 positions has
been completed. The subsequent
actions — such as relocation,
repurposing or recruitment — are
now pending, subject to funding
availability and alignment with
the organization’s strategic
workforce planning and Future
Focus Initiative. In addition,
UNICEF introduced
supplementary monitoring
controls, including a standing
note in the December annual
budget communication
instructing offices to regularly
review long-vacant positions.

UNICEF reported that, to
strengthen existing controls and
reduce the risk of errors in
processing overtime payments,
the Global Shared Service Centre
implemented automated controls
in the VISION human resources
system. These include: (a)
restricting both employees and
supervisors from managing
overtime entries beyond 12
months; (b) limiting entries to a
24-month period, which can only
be managed by authorized staff,
in line with retroactive payment
and recovery rules; and (c)
allowing overtime entries only

review of positions vacant for over 24
months, assessed their continued
relevance and took appropriate actions
such as recruitment, abolition or
repurposing, in alignment with
funding availability and
organizational workforce priorities.
The Board also took note of the
supplementary monitoring measures
instituted, including annual budget
guidance instructing offices to
regularly reassess such positions.
Based on the information received,
the Board concludes that UNICEF has
fulfilled the intent of the
recommendation. Therefore, this
recommendation is considered
implemented.

The Board reviewed the evidence X
provided by UNICEF demonstrating
the implementation of automated
controls in the VISION human
resources system to ensure regular
monitoring of overtime claims and
prevent inappropriate or delayed
submissions. The controls include: (a)
a restriction preventing employees
and supervisors from managing
overtime entries beyond 12 months;
(b) a 24-month limit on overtime
entries, manageable only by
authorized personnel; and

(c) applicability of overtime entries
solely to general service category
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Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
for employees in the general staff. Therefore, the Board considers
service category. this recommendation implemented.
21 2023 A/79/5/Add.3, The Board recommends that UNICEF explained that the The Board reviewed the X
chap. II, the UNICEF Global Shared Global Shared Service Centre, in documentation provided by UNICEF,
para. 105 Service Centre, with the collaboration with the Division of including the control checklist and
collaboration of the Human Resources, has developed business requirement justifications.
UNICEF Division of Human and approved a control checklist These documents demonstrate that
Resources, incorporate the  that identifies where staff can UNICEF has taken steps to define,
different categories of locate and access the different document and communicate the
personnel records, including categories of personnel records, categories of personnel records and
essential and non-essential  including essential and that these are being incorporated into
documents, into the non-essential documents. In the personnel file procedure. The
personnel file procedure and addition, the team developed measures adopted address the
communicate it globally. business requirement substance of the recommendation.
justifications to support the global Therefore, this recommendation is
communication and formal considered implemented.
incorporation of these categories
into the personnel file procedure.
The relevant documentation has
been submitted for the Board’s
review.
22 2023 A/79/5/Add.3, The Board recommends that UNICEF explained that the The Board reviewed the control report X
chap. 1II, the UNICEF Global Shared Global Shared Service Centre, in submitted by UNICEF, which
para. 106 Service Centre, with the collaboration with the provides a clear mapping of the

collaboration of the
UNICEF Information and
Communication Technology
Division, establish a control
report with staff responsible
for monitoring the proper
flow of documents across all
record categories.

Information and Communication
Technology Division, has
developed and approved a
control report/checklist that
identifies where staff can locate
and access various categories of
personnel records, including both
essential and non-essential
documents. These records are
stored in the Talent Management
System and Service Gateway,
and are accessible to Global
Shared Service Centre teams
responsible for human resources
services and monitoring of the
proper flow of documents. The
control report was attached for

systems and locations where
personnel records are stored and
accessed. The document confirms that
procedures are in place for Global
Shared Service Centre staff to monitor
the flow of documents across all
record categories. The collaborative
effort between the Global Shared
Service Centre and the Information
and Communication Technology
Division effectively addresses the
control gaps identified in the audit.
Therefore, this recommendation is
considered implemented.
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Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
the Board’s review. UNICEF
requested the closure of this
recommendation.
23 2023 A/79/5/Add.3, The Board recommends that UNICEF explained that it has The Board reviewed the documentation X
chap. II, UNICEF review the reviewed the 2024 census data provided by UNICEF, which confirms
para. 115 information related to concerning repatriation weeks that a review of repatriation weeks
repatriation weeks granted  granted to staff members, granted to staff in 2024 was conducted.
to staff members in the ensuring alignment with the The evidence demonstrates that the
active census data, to ensure requirement that such benefits are necessary controls have been applied to
that repatriation weeks are only granted to staff who have ensure compliance with the eligibility
granted to those who have completed the minimum five requirement. Therefore, this
completed the minimum five years of qualifying service. As recommendation is considered
years of qualifying service  evidence, UNICEF submitted the implemented.
with UNICEEF. results of the review.
24 2023 A/79/5/Add.3, The Board recommends that UNICEF explained that a global ~The Board reviewed the global X
chap. II, UNICEF revise and update  broadcast, issued through an communication issued by UNICEF,
para. 129 its procedure on property, internal memorandum dated which clearly defines the term

equipment and leases by
providing a precise
definition of the term
“custodian”, along with the
role. The procedure shall
specify the asset classes for
which custodianship is
mandatory and the reasons
for which it is not, including
indications regarding who is
responsible for their security
in such cases.

9 May 2025 and signed by the
Comptroller, was sent to all
global asset focal points. The
memorandum provides a clear
and operational definition of the
term “custodian,” detailing the
role and responsibilities, the
asset classes for which
custodianship is mandatory, the
rationale for exemptions and the
identification of the parties
responsible for safeguarding non-
mandatory assets. It also outlines
new mandatory data entry
requirements in both the mAsset
and VISION systems to ensure
proper registration of
custodianship, in line with the
updated guidance. UNICEF
further clarified that these
measures are already being
applied in practice and have been
integrated into the organization’s
current asset management

“custodian,” outlines the associated
roles and responsibilities, specifies
the asset classes for which
custodianship is mandatory and
provides justifications for exceptions,
including identification of those
responsible for asset security in such
cases. According to UNICEF
information, these clarifications have
already been disseminated and
integrated into current asset
management practices across the
organization. The forthcoming formal
update to the procedure, also as
informed by UNICEF, is intended to
reinforce this guidance and provide
further clarity, but the actions taken
already meet the core intent of the
recommendation and are fully
operational. Therefore, this
recommendation is considered
implemented.
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Report reference

Board’s recommendation

Management’s response

Board'’s assessment

Status after verification

Under Not
Implemented implementation implemented

Overtaken
by events

Audit

report
No. year
25 2023
26 2023
27 2023

A/79/5/Add.3,
chap. II,
para. 130

A/79/5/Add.3,
chap. II,
para. 131

A/79/5/Add.3,
chap. II,
para. 140

The Board recommends that
UNICEF update the mAsset
application to make the
custodian field compulsory
when it applies to the asset
class defined in the updated
procedure, in order to
achieve consistency with the
procedure.

The Board recommends that
UNICEEF keep its records up
to date with regard to the
room and custodian, as
required by the procedure.

The Board recommends that
UNICEF review the
responsibilities assigned to
the Office of Internal Audit
and Investigations and the
Evaluation Office for
monitoring compliance with

processes, ensuring consistency
and control while the procedure
is officially updated.

UNICEF explained that it has
enhanced the mAsset
functionality within the VISION
system to ensure that the
custodian field is now mandatory
for the relevant asset classes, as
defined in the updated procedure.
This update ensures consistency
between the system and
procedural requirements. As
supporting evidence, UNICEF
submitted a screenshot from the
VISION interface demonstrating
the control.

UNICEF explained that it has
enhanced the functionality of the
mAsset module in VISION by
making the custodian field
mandatory when creating or
modifying an asset master
record. This system update
ensures that users can no longer
save records with blank or
invalid personnel numbers,
thereby enforcing consistent and
accurate assignment of
custodians. A screenshot from
the VISION interface was
submitted to the Board as
supporting evidence of this
implementation.

UNICEF explained that, although
the revision of the emergency
procedures is still in progress, it
has issued a formal memorandum
to all relevant emergency
stakeholders addressing the
concern raised by the Board. In the

The Board reviewed the screenshot
submitted by UNICEF showing that
the custodian field in mAsset is now a
compulsory field for applicable asset
classes. This system enhancement
ensures compliance with the updated
procedure and improves consistency
in asset record-keeping. Therefore,
this recommendation is considered
implemented.

The Board reviewed the screenshot
provided by UNICEF demonstrating
the system validation implemented in
VISION, which prevents users from
saving asset records without a valid
custodian (personnel number). This
enhancement directly addresses the
recommendation to strengthen internal
controls over asset custodian data and
ensure the consistent maintenance of
asset records. Therefore, this
recommendation is considered
implemented.

The Board reviewed the internal
memorandum issued by UNICEF,
which provides clear and formal
clarification regarding the roles of the
Office of Internal Audit and
Investigations and the Evaluation
Office in monitoring compliance with
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Audit
report

No. year Report reference

Board’s recommendation

Management’s response

Board'’s assessment

Status after verification

Under Not
Implemented implementation implemented

Overtaken
by events

28 2023 A/79/5/Add.3,
chap. II,
para. 150

29 2023 A/79/5/Add.3,
chap. II,
para. 159

emergency procedures and
update the emergency
procedures accordingly.

The Board recommends that
the UNICEF Sri Lanka
country office ensure
compliance with the terms
of reference of the
Emergency Management
Team, particularly by
documenting the frequency
and content of meetings and
the follow-up actions as
well as decisions related to
activation or deactivation.

The Board recommends that
the UNICEF Global Shared
Service Centre, in
collaboration with the
UNICEF Division of
Financial and
Administrative
Management, implement
more stringent criteria in its
policy for the assignment of
local focal point and local
focal point releaser, by, at

memorandum it is clarified that the
Office of Internal Audit and
Investigations is not mandated to
monitor emergency procedures as
part of its regular risk assessment
scope, though it may include such
reviews at its discretion. UNICEF
also submitted the concept note for
the revision of the emergency
procedures.

UNICEEF argued that it had
ensured compliance with the
terms of reference of the
Emergency Management Team at
the Sri Lanka country office by
documenting the frequency and
content of Emergency
Management Team meetings. It
emphasized that follow-up actions
and decisions related to activation
or deactivation had been recorded,
as evidenced in the meeting
minutes provided. In addition, it
highlighted that the Emergency
Management Team would
continue to monitor situations as
needed, adapting the frequency of
meetings to align with emergency
response demands.

The UNICEF Global Shared
Service Centre reported several
measures to address issues related
to local focal point roles, aimed at
strengthening management of
master data and finance focal
points. These included: (a)
defining minimum criteria for
local focal points and releasers in
coordination with the Division of
Financial and Administrative
Management, followed by global

emergency procedures. This guidance
has been disseminated organization-
wide and effectively addresses the
ambiguity originally identified. While
the full revision of the procedures is
still forthcoming, the clarification
provided ensures operational clarity
and mitigates the associated risk.
Therefore, this recommendation is
considered implemented.

Through a review of the supporting
documentation provided by the Sri
Lanka country office, including
meeting minutes from 21 and 30 May
2024, the Board confirmed that the
Emergency Management Team has
documented the frequency and
content of its meetings as well as
follow-up actions and decisions
related to activation or deactivation.
Based on these observations, this
recommendation is considered
implemented.

The Board analysed the
documentation provided by UNICEF,
including staff emails and broadcasts,
to address the issues of strengthening
management of both master data and
local finance points, including the
implementation of stringent criteria
for the allocation and release of local
focal points, as indicated in
management’s response. Therefore,
this recommendation is considered
implemented.
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Status after verification

Audit
report Under Not  Overtaken
No. year Report reference  Board’s recommendation Management’s response Board'’s assessment Implemented implementation implemented by events
minimum, specifying the broadcasts; (b) conducting a
optimal positions required global cleansing exercise to
for these roles, and ensure deactivate inactive information
that the staff currently technology roles and remove
assigned to those roles meet duplicates or ineligible holders;
the established criteria. (c) specifying mandatory training
compliance and annual
certification as prerequisites for
role assignment; and (d)
establishing minimum grade and
function requirements. In
addition, efforts are under way to
rationalize the number of such
roles per country office typology.
30 2023 A/79/5/Add.3, The Board recommends that UNICEF stated that the The Board analysed the following X
chap. II, UNICEEF standardize the Information and Communication documents: (a) VISION change
para. 170 documentation and that the  Technology Division had management flow chart; (b) enterprise
change process be developed standard templates and business system development and
consistently followed for documentation for consistent operations (DevOps) guidelines issued
change management in application. by the Information and
VISION. Communication Technology Division;
(c) Service Gateway workflow. The
Board acknowledges the progress
made by UNICEF and considers this
recommendation implemented.
31 2023 A/79/5/Add.3, The Board recommends that UNICEF stated that the Evidence was provided through the X
chap. 11, UNICEF document the Information and Communication following documents analysed by the
para. 171 VISION client opening Technology Division had Board: (a) VISION change
process formally, in order to developed standard templates and management flow chart; (b) enterprise
clearly define the reasons documentation for consistent business system DevOps guidelines
and the specific actions to application. issued by the Information and
be taken during the opening Communication Technology Division;
process. (c) Service Gateway workflow. The
Board recognizes UNICEEF efforts and
considers this recommendation
implemented.
Total number of recommendations 31 26 4 0 1
Percentage of total number of recommendations 100 84 13 0 3

€'PPV/S/08/V


https://docs.un.org/en/A/79/5/Add.3
https://docs.un.org/en/A/79/5/Add.3

A/80/5/Add.3

Chapter 111

58/150

Certification of the financial statements

Letter dated 28 March 2025 from the Comptroller of the
United Nations Children’s Fund addressed to the Chair of the
Board of Auditors

Pursuant to financial regulation 113.5, I certify that, to the best of my
knowledge, information and belief, all material transactions have been properly
charged in the accounting records and are properly reflected in these financial
statements.

I acknowledge that:

The management is responsible for the integrity and objectivity of the financial
information included in these financial statements;

The financial statements have been prepared in accordance with the
International Public-Sector Accounting Standards and include certain amounts that
are based on management’s best estimates and judgments;

Accounting procedures and related systems of internal control provide
reasonable assurance that assets are safeguarded, that the books and records properly
reflect all transactions and that, overall, policies and procedures are implemented with
an appropriate segregation of duties.

UNICEF internal auditors continually review the accounting and control
systems. The management provided the United Nations Board of Auditors and
UNICEF internal auditors with full and free access to all accounting and financial
records.

The recommendations of the United Nations Board of Auditors and UNICEF
internal auditors are reviewed by the management. Control procedures have been
revised or are in the process of being revised, as appropriate, in response to those
recommendations.

(Signed) Diane Kepler
Comptroller
UNICEF
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Statement of internal controls, 2024

Scope of responsibility

1.  The Executive Director of the United Nations Children’s Fund (UNICEF), in
accordance with regulation 2.3 of the UNICEF Financial Regulations and Rules, has
overall responsibility for financial and operations management of the organization,
consistent with the applicable resolutions and decisions of the governing bodies. The
Comptroller of UNICEF has delegated authority under rule 102.3 of the UNICEF
Financial Regulations and Rules in administering the rules on behalf of the Executive
Director, and rule 113.3 in maintaining a sound system of internal control that
supports the achievement of UNICEF objectives and ensures effective and efficient
use of resources and the safeguarding of its assets. The heads of offices are
responsible for ensuring that the office’s internal controls effectively mitigate risk
exposures, that controls are adequately documented and that activities are sufficiently
supported by evidence. This statement applies to all levels of UNICEF operations
worldwide, including headquarters, regional offices and country offices. It
encompasses all programmes, projects and activities undertaken by the organization.

Purpose of the system of internal control

2. Internal control is a process, effected by the UNICEF governing bodies, the
Executive Director, the Comptroller, heads of offices and other personnel, designed
to provide reasonable assurance regarding the achievement of objectives with respect
to operations, reporting, compliance and the exercise of economy. As such, it sets out
to provide reasonable assurance over the following:

(a) Reliability of controls over financial reporting — transactions are
authorized and recorded correctly in compliance with the UNICEF Financial
Regulations and Rules and the International Public Sector Accounting Standards
(IPSAS), and material errors are either prevented or detected promptly;

(b) Effectiveness and efficiency of processes, the safeguarding of assets and
the exercise of economy in the spending of financial resources;

(c) Compliance with the UNICEF regulatory framework and any other
applicable regulations and rules.

3. The UNICEF statement of internal control is a public accountability document
that describes the effectiveness of internal controls and considers any relevant events
up to the date of certification of the 2024 financial statements of UNICEF.

UNICEF operating environment

4.  UNICEF operates in over 190 countries and territories (including in complex
emergencies) to save children’s lives, defend their rights and help them to realize their
full potential, from early childhood through adolescence. Adequate internal controls
help to accomplish these goals and optimize the resources entrusted to the organization.

5. In 2024, UNICEF continued to respond to a growing number of humanitarian
crises, including in the Middle East, the Sahel region and Eastern Europe. The world
has faced an increase in humanitarian crises affecting millions of children worldwide
due to conflicts, climate-related disasters and economic instability. These ongoing
conflicts, particularly in the Middle East, East Africa and some parts of Eastern
Europe, continue to displace hundreds of thousands of families, disrupt essential
services and leave children vulnerable to malnutrition, disease, violence and human
rights violations. These conflicts have significantly escalated humanitarian needs. At
the same time, the prolonged crises in Yemen, the Syrian Arab Republic and
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Afghanistan persist, exacerbating food insecurity and limiting access to healthcare
and education. In addition, the worsening situation in the Sahel region, driven by
conflict and climate change, has displaced and impoverished millions.

6. Climate-related disasters, including droughts, floods and extreme weather
events, are compounding these crises. In countries such as Ethiopia, Somalia and
Pakistan, severe droughts have led to food and water shortages, resulting in a
significant increase in child malnutrition rates. Meanwhile, flooding in South Asia
and hurricanes in the Caribbean have destroyed homes, schools and infrastructure,
leaving children in urgent need of shelter and protection. Economic instability and
inflation in many regions are further straining already fragile systems, reducing
access to healthcare and education, and increasing poverty levels.

7. UNICEF continues to provide life-saving aid, including nutrition support, clean
water, healthcare and education, while advocating for more robust international
support to address these increasingly severe humanitarian challenges.

8. With UNICEF facing compounding challenges aggravated by climate change
and tasked with helping displaced communities amid war, natural disasters and
political unrest, it is clear that a robust system of internal control is crucial to support
the delivery of results to the most vulnerable.

Internal control framework and risk management

9.  The UNICEF accountability framework underpins the central tenets of internal
control and incorporates the three lines model promulgated by the Institute of Internal
Auditors. It provides a framework in which UNICEF establishes a robust,
organization-wide risk management and internal control framework, enabling the
organization to adopt a systematic and holistic approach to identifying, assessing and
managing risk at all levels.

10. The UNICEF internal control framework is aligned and benchmarked against
the Committee of Sponsoring Organizations of the Treadway Commission’s internal
control integrated framework and its five components and 17 principles. The scope
of the UNICEF internal control framework includes control environment, risk
assessment, control activities, information and communication, and monitoring
activities. These components of internal control are inherent in the various areas of
UNICEF programmes and operations and are addressed through the different
regulations, rules, policies, procedures and guidelines.

11. UNICEF has established a culture that emphasizes integrity, ethical values and
the importance of internal control. Leaders, starting at the highest levels, demonstrate
a commitment to these principles through their actions and communications. There is
a clearly defined organizational structure, with assigned responsibilities and
delegation of authority, that is conducive to effective internal control.

12.  The approach of UNICEF to comprehensive and adaptive risk management is
based on its commitment to maintaining an appropriate tone from the highest level,
which aims to establish a governance structure that demonstrates the importance of
responsible risk management for the fulfilment of the UNICEF mandate and
accountability to the governing bodies.

13. UNICEF regularly assesses external and internal risks that could affect its
financial reporting, compliance and operational objectives. This assessment includes
consideration of changes in operational environments, regulatory landscapes and
other external factors. The risk assessment process is dynamic, with ongoing
monitoring and updating to ensure responsiveness to new risks.
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14. UNICEF conducts periodic reviews to ascertain whether each component of the
internal control system is present and functioning. This includes regular audits and
reviews of operational and financial processes.

15. UNICEF has management committees that continue to play an essential role in
supporting the Executive Director by providing advice, guidance and oversight. The
primary function of management committees is to assist the Executive Director in making
strategic decisions. They provide the Executive Director with feedback and insights that
help to shape the organization’s direction, priorities and initiatives. The committee
members bring diverse perspectives, experiences and expertise, which can enrich the
discussion and lead to more informed decision-making. Such committees include the
statutory management committees, such as the Property Survey Board, the Financial
Advisory Committee, the Programme Budget Review, the Information and
Communication Technology Investment Committee and the Crisis Management Team,
and recruitment monitoring bodies. These committees ensure transparency and
consistency and provide decision-making support to enhance the effectiveness of internal
controls and procedures. UNICEF also has a Senior Management Risk Committee that
oversees the effectiveness of the enterprise risk management framework.

16. Each UNICEF office has an established mechanism and a contract review
committee to ensure that contracts are executed in accordance with the organization’s
policies, procedures and rules, and that individuals with procurement and contracts
management authority comply with these policies.

Review of the effectiveness of the system of internal control

17. The review of the effectiveness of the UNICEF system of internal control is
based on the following factors:

(a) UNICEF heads of offices reviewed the effectiveness of internal controls and
provided assurance on the efficacy of the internal controls in the areas under their
responsibility by conducting an internal control self-assessment utilizing a self-
assessment questionnaire and key performance indicators. They also submitted an annual
“letter of attestation” confirming the adequacy of internal controls in place. The results of
the self-assessment exercise were carefully reviewed, control measures adapted as
required and action plans developed to address areas for improvement, where applicable;

(b) The Office of Internal Audit and Investigations issued the 2024 assurance
opinion, which concluded that the framework of governance, risk management and
controls was adequate and effective to achieve the organization’s objectives. No
material deficiencies were discovered based on the work carried out. The Office is an
independent function and has affirmed that it was free from management interference
in determining the scope of its internal audits and investigations, performing its work
and communicating its results. The Office’s audit reports are publicly disclosed,
pursuant to UNICEF Executive Board decision 2012/13;

(c¢) Recommendations by the Board of Auditors and the Joint Inspection Unit
that offer objective information on compliance and the effectiveness of selected areas
of importance to the internal control framework;

(d) UNICEF applications of the harmonized approach to cash transfers, an
inter-agency framework used by United Nations agencies to transfer cash to
implementing partners and ensure the effective use of financial resources for
programme activities. The framework has mechanisms and controls in place to
manage the risks associated with delivering results for children and ensure that funds
are used for their intended purpose;
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(e) Additional oversight activities carried out by the Independent Audit
Advisory Committee and the Advisory Committee on Administrative and Budgetary
Questions support the identification of areas for potential improvement and advise on
how to address weaknesses in risk management and internal controls;

(f) The UNICEF financial reporting framework establishes policies and
procedures that: (i) pertain to the maintenance of records that are reasonably detailed
and accurately and fairly reflect transactions and dispositions of its assets; (ii) provide
reasonable assurance that transactions are recorded, as necessary, to permit the
preparation of financial statements in accordance with IPSAS standards; and
(ii1) provide reasonable assurance regarding the prevention or timely detection of
unauthorized activities that could have a material effect on the financial statements.

Significant internal control issues

18. Following the 2024 assessment, UNICEF determined that, in general, there are
no significant deficiencies in its internal control that require disclosure. However, it
identified specific areas that necessitate continued attention and monitoring owing to
their significance to UNICEF operations. These relate generally to:

(a) Systematic oversight. Management acknowledged the need to further
support offices in ensuring that oversight controls are being implemented in an
effective, efficient and coordinated manner as intended. In this regard, UNICEF is
rolling out an updated global peer review tool to help offices to enhance the existing
control mechanisms, systems control improvements and a dashboard to facilitate
financial oversight, in addition to taking proactive steps aimed at strengthening the
operations function at the regional and country levels;

(b) Fraud management. UNICEF employs a combination of preventive,
detective and response measures to combat fraud. This includes the use of data mining
tools for transaction-level monitoring to enhance oversight and transparency. UNICEF
has strengthened its fraud management governance by updating its anti-fraud and
corruption policy, including the drafting of a new procedure on the imposition of
sanctions and remedial measures for implementing partners. In addition to training
programmes for staff and affiliate personnel and implementing partners, guidance
documents are being developed for country offices to assist them in conducting fraud
risk assessments, thereby enabling better management of fraud risks;

(c) Implementing partnerships. UNICEF is strengthening assurance
activities as part of its broader risk management and due diligence framework under
the harmonized approach to cash transfers and direct cash transfers to beneficiaries.
Such activities are crucial for ensuring that financial and operational risks are
effectively identified and mitigated, thereby helping to safeguard resources intended
for children and communities in need. UNICEF has streamlined the assessment
process by incorporating digital tools and automation, ensuring timely and evidence-
based decision-making. It also supported offices in strengthening their quality
assurance processes to ensure consistency and the alignment of results with joint work
plans, including the reflection of the country programme results framework in work
plans and programme documents. These efforts contribute to greater accountability,
transparency and efficiency in partnerships, ultimately strengthening programme
delivery and maximizing the impact of UNICEF support;

(d) Cybersecurity. Cybersecurity remains a vital area of importance, as the
potential consequences of an inadequate cybersecurity architecture extend far beyond the
mere disruption of information and communications technology infrastructure and
systems. UNICEF has implemented strategies and actions to reduce vulnerabilities and
continues to take a proactive cybersecurity posture to prevent such attacks from occurring.
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UNICEF adheres to the United Nations Digital and Technology Network’s minimum
baseline for cybersecurity, which includes annual vulnerability and independent testing,
supplemented by ad hoc penetration tests and continuous global deployment of
vulnerability management tools. The organization has embarked on a global
cyberresiliency initiative aimed at addressing the related cyber-risks directly with offices;

(e) Procurement and contract management. UNICEF recognizes the need
to strengthen procurement planning, market research and supply monitoring to align
with established policies and procedures. This includes ongoing discussions with
United Nations entities on achieving greater alignment and efficiencies across agency
procurement and supply services. To address potential gaps, especially for countries
in emergency situations and those with less developed markets or unreliable supplies,
UNICEF is working with offices to take targeted actions to strengthen these
processes. These include training and reinforced oversight mechanisms to ensure
consistent and effective practices across all offices;

(f) Innovative financing. Innovative financing has provided UNICEF with
opportunities to expand its reach. Nevertheless, UNICEF is aware of the financial,
legal and reputational risks and is further strengthening the governance of innovative
financing activities to ensure the risks are adequately managed;

(g) Business continuity. UNICEF recognizes the necessity of maintaining
up-to-date business continuity plans to ensure the continuation of critical operations
and deliver life-saving assistance during crises. Updating the plans regularly,
including conducting annual training and simulation exercises, is essential to enhance
preparedness, minimize disruptions and strengthen the organization’s ability to
respond effectively to emergencies. These efforts help to identify gaps, refine
response strategies and ensure that staff are well-equipped to implement contingency
measures under various scenarios. By integrating lessons learned from real-world
events and leveraging technological advancements, UNICEF ensures that its business
continuity framework remains robust, adaptive and aligned with global best practices.

Statement

19. Internal controls, no matter how well designed, have inherent limitations, including
the possibility of circumvention and collusion, and therefore can provide only reasonable
but not absolute assurance. The effectiveness of internal controls may vary over time due
to changes in conditions beyond the control of operating units within UNICEF.

20. UNICEF remains committed to continually improving its internal control
system to promptly address control issues, including recommendations from internal
and external audit reports and the Audit Advisory Committee.

21. On the basis of the above, we conclude that, to the best of our knowledge and
information, UNICEF has an effective system of internal control and that there were
no material weaknesses that would affect the reliability of the organization’s financial
statements during the year ended 31 December 2024 and up to the date of final
certification of the 2024 financial statements, nor are there significant weaknesses
arising that would need to be raised in the present statement for the period covered.

(Signed) Diane Kepler
Comptroller
UNICEF

(Signed) Catherine Russell
Executive Director
UNICEF
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Chapter IV
Financial overview'

! In the light of the liquidity situation affecting the regular budget of the United Nations and the
related management measures implemented by the Secretary-General, chapter IV is made
available online at https://digitallibrary.un.org/record/4090373.
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Financial statements for the year ended 31 December 2024

United Nations Children’s Fund

I. Statement of financial position as at 31 December

(Thousands of United States dollars)

Note 2024 2023
Current assets
Cash and cash equivalents 6 778 975 1112 057
Contributions receivable 7 3610182 3567 088
Advances of cash assistance 8 801 558 902 923
Inventories 9 625913 650 019
Investments 10 5200871 4794 676
Procurement services-related assets 11 829 540 704 842
Other assets 12 289 360 272 484
Total current assets 12 136 399 12 004 089
Non-current assets
Contributions receivable 7 1 398 576 1246 319
Investments 10 3647 819 3 890 046
Property and equipment 13 242 195 236 995
Other assets 12 4309 4249
Total non-current assets 5292 899 5377 609
Total assets 17 429 298 17 381 698
Current liabilities
Accounts payable and accrued liabilities 14 375 400 378 878
Funds held on behalf of third parties 15 1795 496 2117 909
Other liabilities 16 500 966 424 429
Employee benefits liabilities 17 214 201 190 669
Provisions 18 67 551 49 576
Total current liabilities 2953 614 3161 461
Non-current liabilities
Other liabilities 16 102 479 121 469
Employee benefits liabilities 17 1361 633 1 305 706
Total non-current liabilities 1464 112 1427 175
Total liabilities 4417 726 4 588 636
Net assets
Unearmarked resources 19 1944 222 1778 186
Earmarked resources 19 10 936 392 10 875 170
Trust funds 19 130 958 139 706
Net assets 13 011 572 12 793 062

The accompanying notes are an integral part of the financial statements.
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United Nations Children’s Fund

I1. Statement of financial performance for the year ended 31 December

(Thousands of United States dollars)

Note 2024 2023

Revenue
Voluntary contributions 20 8 129 247 8 494 397
Other revenue 21 135 588 140 698
Investment revenue 22 346 773 297 028
Total revenue 8 611 608 8932123

Expenses
Cash assistance 23 3 065 435 3354104
Transfer of programme supplies 23 1446 800 1 807 858
Employee benefits 24 2 072 740 1 940 036
Programme-related expert services 25 577 862 573 264
Occupancy and related costs 26 532 738 542 898
Investment funds for development of private sector fundraising 145 926 141 956
Depreciation and amortization 22 467 21 700
Other expenses 27 650 747 654 846
Total expenses 8 514 715 9 036 662
Gains, net 28 31083 155 794
Net surplus 127 976 51 255

The accompanying notes are an integral part of the financial statements.
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United Nations Children’s Fund

II1. Statement of changes in net assets for the year ended 31 December
(Thousands of United States dollars)

Note 2024 2023

Net assets as at 1 January 19 12 793 062 12 361 427
Actuarial gains recognized directly in net assets 19 21 849 249 613
Changes in fair value of financial assets 19 68 685 130 767
Net surplus for the period 19 127 976 51255
Net assets as at 31 December 19 13 011 572 12 793 062

The accompanying notes are an integral part of the financial statements.
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United Nations Children’s Fund

IV. Statement of cash flows for the year ended 31 December
(Thousands of United States dollars)

Note 2024 2023
Operating activities
Net surplus 19 127 976 51255
Adjustments to reconcile surplus to net cash flows
Depreciation and amortization 22 467 21 700
Net gain on sale or disposal of property and equipment 28.A (3 247) (1 755)
Unrealized loss on foreign exchange 36 188 17 248
Net gain on financial instruments at fair value through surplus or deficit ~ 28.A (59 501) (71 813)
Investment revenue presented as investing activities 22 (346 773) (297 028)
Changes in assets
Decrease in inventories 9 24 106 34 253
(Increase)/decrease in contributions receivable 7 (195 351) 44 627
Increase in other assets 12 (16 958) (43 822)
Decrease in advances of cash assistance 8 101 365 144 951
(Increase)/decrease in procurement services-related assets 11 (124 698) 1251199
Changes in liabilities
Decrease in accounts payable and accrued liabilities 14 (3 478) (649 647)
Decrease in funds held on behalf of third parties 15 (322 413) (1229 692)
Increase in employee benefits liabilities® 17 101 307 104 481
Increase in provisions 18 17 975 1478
Increase/(decrease) in other liabilities 16 64 996 (832)
Net cash used in operating activities (576 039) (623 397)
Investing activities
Purchases of investments® (13 601 033) (14 132 077)
Maturities and sale of investments 13 560 213 14 597 547
Interest revenue 22 341 703 292 195
Dividend revenue 22 5070 4 833
Purchases of property and equipment 13 (31314) (25 513)
Proceeds on sale of property and equipment 13 6916 2 669
Net cash from investing activities 281 555 739 654
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United Nations Children’s Fund

IV. Statement of cash flows for the year ended 31 December (continued)
(Thousands of United States dollars)

Note 2024 2023
Financing activities
Payment of finance lease liabilities 16 (7 450) (6 728)
Net cash used in financing activities (7 450) (6 728)
Effect of exchange rate changes on cash and cash equivalents (31 148) (6274)
Net (decrease)/increase in cash and cash equivalents (333 082) 103 255
Cash and cash equivalents
Beginning of year 6 1112 057 1 008 802
End of year 6 778 975 1112 057

¢ The cash flows from operating and investing activities for 2023 have been reclassified for improved and

clearer presentation (note 3, Basis of preparation).

b Changes in employee benefits liability included an actuarial gain of $21.85 million (2023: $249.61 million)

recorded through net assets.

¢ Changes in investments included a revaluation of fair value of financial assets recorded through net assets of

$68.68 million (2023: $130.91 million).

The accompanying notes are an integral part of the financial statements.
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United Nations Children’s Fund

V. Statement of comparison of budget to actual amounts for the year ended 31 December

(Thousands of United States dollars)

Difference
Actual on between final
Original Final comparable budget and
Note budget budget basis actual
Regular resources
Country programmes 5 790 000 836 413 826 161 10 252
Global and regional programmes 5 59 000 86 949 72 285 14 664
Emergency programme fund 95 000 45 158 41949 3209
Total regular resources 944 000 968 520 940 395 28 125
Other resources — regular
Country programmes 4278 558 3659708 3492 560 167 148
Global and regional programmes 363 000 403 757 369 160 34 597
Total other resources — regular 4641558 4063 465 3861720 201 745
Total country programmes 5068 558 4496 121 4318 721 177 400
Total global and regional programmes 422 000 490 706 441 445 49 261
Other resources — emergency 5 1910 000 2480359 2 375 438 104 921
Total programmatic 7495 558 7512 344 7177 553 334 791
Institutional budget
Development effectiveness 196 683 227703 203 319 24 384
Management 434 978 412 802 406 979 5823
Special purpose: capital investments 28 750 70 288 32722 37 566
United Nations development coordination 10 066 10 652 10 105 547
Independent oversight and assurance activities 23 939 34 363 29201 5162
Total institutional budget 694 416 755 808 682 326 73 482
Private fundraising and partnerships 235100 251 384 239 377 12 007
Grand total 8425074 8519536 8 099 256 420 280
The accompanying notes are an integral part of the financial statements.
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United Nations Children’s Fund
Notes to the 2024 financial statements

Note 1
Reporting entity

1.  The United Nations Children’s Fund (UNICEF) was established by the General
Assembly in its resolution 57 (I), which mandated UNICEF to advocate for the
protection of children’s rights, to help meet their basic needs and to expand their
opportunities to reach their full potential. The governing body of UNICEF is the
Executive Board, which provides intergovernmental support and oversight to the
organization in accordance with the overall policy guidance of the General Assembly
and the Economic and Social Council.

2. The financial statements include only the operations of UNICEF. UNICEF has
no subsidiaries or interests in associates or jointly controlled entities.

3. UNICEF is headquartered in New York and works in over 190 locations that
include countries, territories and headquarter offices in Belgium, Denmark, Finland,
Hungary, Italy, Japan, Kenya, the Republic of Korea, Spain, Sweden, Switzerland,
and Tiirkiye, as well as regional offices in Jordan, Kenya, Nepal, Panama, Senegal,
Switzerland and Thailand.

Note 2
Statement of approval of the Executive Director

1. The financial statements were certified by the Comptroller on 27 March 2025
as required by the UNICEF Financial Regulations and Rules and transmitted for issue
by the Executive Director on 31 May 2025.

Note 3
Basis of preparation

Basis of measurement

1. The financial statements have been prepared on a full-accrual basis of
accounting under the International Public Sector Accounting Standards (IPSAS). The
accounting policies have been applied consistently throughout the reporting period.
UNICEF applies the historical cost principle, except for the following material items,
in its statement of financial position:

(a) Assets acquired through non-exchange transactions that are initially
measured at fair value;

(b) Financial instruments measured at fair value through surplus or deficit and
financial assets measured at fair value through net assets/reserves;

(c) Defined benefit plan liabilities that are appraised using an actuarial
valuation method.

2. The financial statements are expressed in thousands of United States dollars
unless otherwise indicated.

Foreign currency translation

Functional and presentation currency

3.  Items included in the financial statements are measured using the currency of
the primary economic environment in which an entity operates (“the functional
currency”). The functional and presentation currency of UNICEF is the United States
dollar.
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Transactions and balances

4.  Foreign currency transactions are translated into United States dollars at the
prevailing United Nations operational rate of exchange at the time of the transaction.
The United Nations rates approximate market rates. Monetary assets and liabilities
denominated in foreign currencies are revalued at the exchange rate in effect at the
reporting date. Non-monetary items in foreign currencies that are measured at
historical cost are translated using the exchange rate at the date of the transaction.
Foreign currency differences arising upon revaluation are recognized in the statement
of financial performance and included under gains and losses.

C. Changes in the presentation of the financial information

5.  The presentation of cash flows from operating and investing activities has been
streamlined to enhance clarity. Non-cash transactions, which were previously
presented as separate line items within the statement of cash flows, are now disclosed
in a footnote to provide a more concise and focused presentation of cash movements.

6. Note 19, Net assets, has been revised to ensure consistency with the segment
disclosures. The updated presentation now separately details the roll-forward of net
assets for regular resources, other resources and trust funds, improving transparency
and alignment across financial statement disclosures. The presentation of net assets
in the statement of financial position has been aligned with new net assets disclosures.

D. New and revised standards issued but not yet effective

7.  In May 2023, the IPSAS Board adopted IPSAS 47: Revenue, which is a new
single standard to account for revenue transactions in the public sector, and IPSAS 48:
Transfer expenses, which provides guidance on a major area of expenditure for
Governments and other public sector entities. Both IPSAS 47 and IPSAS 48 are
effective from 1 January 2026 unless adopted earlier. UNICEF is well advanced in
assessing the impact of the application of these standards and intends to adopt them
in the year ending 31 December 2026.

8.  The IPSAS Board issued IPSAS 43: Leases, in January 2022, which became
effective on 1 January 2025. The standard replaces IPSAS 13: Leases, and introduces
the right-of-use model for lessees, improves lease accounting transparency and is
aligned with International Financial Reporting Standard 16. UNICEF has conducted
an initial assessment of the impact of IPSAS 43 on its financial statements and will
apply the exemption for short-term and low-value leases. However, IPSAS 43 is
expected to have a material impact due to the organization’s premises and vehicle
leases, which will require recognition of right-of-use assets and lease liabilities. The
assessment of transition adjustments and financial statement presentation is ongoing
and will be completed within the required timeline.

9. The IPSAS Board issued IPSAS 44, Non-current assets held for sale and
discontinued operations, with an effective date of 1 January 2025. IPSAS 44
introduces additional public sector disclosure requirements, particularly regarding the
fair value of assets held for sale when the carrying amount is materially lower than
their fair value. UNICEF does not have a material amount of non-current assets
classified as held for sale. Therefore, IPSAS 44 is not expected to have a significant
impact on UNICEF financial statements. A final assessment has been conducted,
confirming that no changes to accounting policies or disclosures are required.

10. In May 2023, the IPSAS Board issued IPSAS 46: Measurement, with an
effective date of 1 January 2025. The standard consolidates measurement guidance
into a single framework, introducing a current value measurement basis for assets
held for their operational capacity and providing additional guidance on fair value
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measurement in the public sector. UNICEF is currently assessing the impact of
IPSAS 46 on its financial statements. While significant changes to measurement
policies are not anticipated, the organization is reviewing its valuation approaches to
ensure compliance with the new requirements. The formal assessment will be
completed before the mandatory adoption date.

11. InMay 2023, the IPSAS Board issued IPSAS 45: Property, plant and equipment,
replacing IPSAS 17: Property, plant and equipment, with an effective date of
1 January 2025. The new standard provides additional public sector-specific guidance
on heritage assets, infrastructure assets and revised measurement approaches for
property, plant and equipment. UNICEF is currently assessing the impact of IPSAS 45
on its financial statements. As UNICEF does not retain control over infrastructure or
construction assets upon completion, these aspects of the standard are not expected
to be relevant. The organization is reviewing its property, plant and equipment
measurement and disclosure practices to ensure compliance with the updated
requirements under IPSAS 45. The formal assessment will be finalized before the
mandatory adoption date.

Use of significant estimates and critical judgments

12. The preparation of financial statements in accordance with IPSAS requires
UNICEF management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities,
revenue and expenses. Since uncertainty is inherent in the use of estimates and
assumptions, actual results may differ significantly from management estimates.

13. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimates
are revised and in any future period affected. The key assumptions concerning the
future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below:

(a) Note 30, Financial risk management: the measurement of impairment
losses as per expected credit losses under IPSAS 41 for UNICEF financial assets
requires the estimation of a default probability, where practicable and the amount and
timing of future cash flows that are expected to be recovered and the assessment of a
significant increase in credit risk. As contributions receivable are contractual amounts
agreed to be paid by donors such as Governments, intergovernmental organizations
and other United Nations agencies, expected credit losses on contributions receivable
were estimated to be immaterial. Other receivables are principally with United
Nations agencies and the expected credit loss was also estimated to be immaterial.
Procurement services-related assets are primarily cash balances held by UNICEF with
non-material credit risk. For the purposes of determining expected credit losses on
assets measured at fair value through net assets, UNICEF assesses the related credit
risk and expected credit losses of such instruments based on a default probability
model at the issuer level. It was concluded that expected credit losses on internally
managed assets are immaterial. UNICEF applies the low credit risk exception in
applying impairment requirements to investments;

(b) Note 17, Employee benefits liabilities: UNICEF participates in a defined
benefit pension plan and other benefit plans. IPSAS requires that management
measure the defined benefit obligations and annual costs under such plans, using
assumptions that are long-term in nature and reflect the organization’s best judgment
and estimates. UNICEF reviews key assumptions on an annual basis with its
independent actuaries using relevant experience, in conjunction with market-related
data. The key assumptions include demographic and financial assumptions;
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(c) Note 18, Provisions: for specific donors where past experience
demonstrates the contribution was reduced at the grant expiration date, UNICEF
calculates a provision for write-down of the receivable outstanding as at the end of
the reporting period;

(d) Note 33, Contingencies: legal proceedings covering a wide range of
matters are or may be pending or threatened in various jurisdictions against UNICEF
and are reviewed for potential disclosure as contingent liabilities. Provisions are
recorded for pending matters when it is determined that an unfavourable outcome is
probable, and the amount of loss can be reasonably estimated. Owing to the inherently
uncertain nature of the matters, the ultimate outcome or actual cost of settlement may
materially vary from estimates.

14. Information on critical judgments in applying accounting policies that have the
most significant effect on the amounts recognized in the financial statements are
described below:

(a) The classification and measurement of financial assets under IPSAS 41
depends on the characteristics of the contractual cash flows and the management
model of UNICEF for a particular financial asset. UNICEF determines the
management model at a level that reflects how financial assets are managed together
to achieve a particular management objective. For further details on the management
model assessment policy, see note 4, Significant accounting policies;

(b) UNICEF analysed the arrangements in which it is engaged on behalf of a
third party, including procurement, administrative or custodial arrangements, to
determine whether they are agency arrangements. UNICEF is acting as an agent when
it: (i) is not primarily responsible for the procurement process; (ii) is not exposed to
significant inventory risk; (iii) has no significant discretion in establishing prices; and
(iv) has no significant exposure to a partner’s credit risk. In such arrangements,
UNICEF does not recognize the procured inventory in the statement of financial
position and only recognizes the procurement-related fees in other revenue generated
for its role as the agent.

Note 4
Significant accounting policies

Financial instruments: financial assets
Recognition and initial measurement

1.  UNICEF initially recognizes receivables and debt securities when they are
originated. All other financial assets and financial liabilities are initially recognized
when UNICEF becomes a party to the contractual provisions of the instrument.

2. Afinancial asset or financial liability is initially measured at fair value plus, for
an item not at fair value through surplus or deficit (for which the transaction costs are
expensed), transaction costs directly attributable to its acquisition or issue. At initial
recognition, UNICEF measures receivables and payables at the original invoice
amount if the effect of discounting is immaterial.

Financial assets: classification and measurement

3. On initial recognition, a financial asset is classified as measured at amortized
cost, fair value through net assets or fair value through surplus or deficit. Financial
assets are not reclassified after their initial recognition unless warranted by a change
in their management model, in which case all affected financial assets are reclassified
on the first day of the first reporting period following the change in the management
model.
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4.  UNICEF assesses the objective of the management model in which its financial
assets are held at a portfolio level, as it best reflects the way in which operations are
managed and information is provided to management.

5. Depending on the objective of the management model, the contractual terms of
the financial assets are reviewed to determine whether they give rights to cash flows
that are solely payments of principal and interest, that is, cash flows that are consistent
with a basic lending arrangement. In making this assessment, UNICEF considers the
contractual terms of the instrument and whether the terms affect the timing or amount
of contractual cash flows such that it is determined that the cash flows are not solely
payments of principal and interest.

6. A financial asset is measured at amortized cost if it meets both of the following
conditions and is not designated as measured at fair value through surplus or deficit:

* It is held within a management model whose objective is to hold assets to collect
contractual cash flows

* Its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding

7. A financial asset is measured at fair value through net assets if it meets both of
the following conditions and is not designated as measured at fair value through
surplus or deficit:

o It is held within a management model whose objective is achieved by both
collecting contractual cash flows and selling financial assets

* Its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding

8. Financial assets not classified as measured at amortized cost or fair value
through net assets are measured at fair value through surplus or deficit.

9. Financial assets with maturities in excess of 12 months at the reporting date or
otherwise expected to be realized subsequent to 12 months are categorized as
non-current assets in the financial statements.

Financial assets at amortized cost

10. Financial assets at amortized cost are subsequently measured using the effective
interest rate method. The amortized cost of the asset is reduced by any impairment
losses. Interest revenue, foreign exchange gains and losses, impairment and any gain
or loss on derecognition are recognized in surplus or deficit.

11. Cash and cash equivalents includes cash and short-term, highly liquid
investments that are readily convertible to known amounts of cash and are subject to
an insignificant risk of changes in value.

12.  Contributions receivable represent amounts due based on dates indicated in
signed contribution agreements, including multi-year contributions, recognized in full
at the time the agreement is signed, except for agreements that have performance
conditions beyond the control of UNICEF. Other than cost recovery on contributions
in-kind arrangements, in-kind voluntary contributions receivable are not classified as
financial instruments but are reported alongside cash voluntary contributions
receivable in note 7, Contributions receivable, for clarity.

13. Procurement services-related assets primarily comprise funds in escrow
accounts for which UNICEF has sole drawing rights and acts as an agent of third
parties. Other receivables included under other current assets are primarily
receivables from other United Nations organizations.

75/150



United Nations Children’s Fund
A/80/5/Add.3 Notes to the 2024 financial statements (continued)

Financial assets at fair value through net assets

14. These assets are subsequently reported at fair value with any resulting fair value
gains or losses recognized directly in net assets through the statement of changes in
net assets. Interest revenue, foreign exchange gains and losses and impairment are
recognized in the statement of financial performance.

15. UNICEF internally manages investments other than after-service health
insurance funds. Internally managed investments are considered on a collective basis
and the management model is both to collect cash flows and sell financial assets with
the primary objectives of preserving capital (risk management) while ensuring
sufficient liquidity and generating a competitive market rate of return.

16. On derecognition, the cumulative gain or loss previously recognized in net
assets is reclassified in surplus or deficit. Fair values are based on quoted market
prices.

Financial assets at fair value through surplus or deficit

17. Financial assets at fair value through surplus or deficit are so designated on
initial recognition or are assets that are not classified as measured at amortized cost
or fair value through net assets. These assets are subsequently measured at fair value.
Net gains and losses, including any interest or dividend income, are recognized in
surplus or deficit.

18. UNICEF engages external investment managers to manage the after-service
health insurance portfolio set aside in the after-service health insurance reserve. These
externally managed investments are considered on a collective basis and the
management model’s objective is to achieve returns that are consistent with
adequately funding the after-service health insurance liability, subject to the risk
tolerance stated in the investment management agreement and investment manager
guidelines. Accordingly, these externally managed investments are measured at fair
value through surplus or deficit.

19. UNICEF holds foreign exchange forward contracts (free-standing derivatives)
which are valued with reference to the prevailing United Nations operational rate of
exchange. UNICEF uses derivatives only to manage foreign exchange risk. UNICEF
further expanded its strategy to hedge against currency volatility through investment
in foreign exchange options. UNICEF has not designated derivative financial
instruments as hedge instruments and does not apply hedge accounting to its
derivative instruments.

20. If forward exchange contracts or spot contracts are not closed out, derivatives
with a positive fair value are reported as derivative instruments within current
investments while derivatives with a negative fair value are reported as derivative
instruments within other current liabilities.

21. UNICEF may hold structured deposits that are hybrid financial instruments that
have an embedded option along with a fixed-term deposit. UNICEF designates such
hybrid financial instruments at fair value through surplus or deficit in their entirety.
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Financial assets: summary
Financial asset class Sub-class Classification and measurement
Cash and cash Cash at bank and on hand Financial asset measured at
equivalents ) ) o o amortized cost

Term deposits with original maturities

of three months or less

Cash at bank in money market demand

accounts
Receivables Contributions receivable Financial asset measured at

) ) amortized cost

Other receivables (included under other

assets)

Procurement services-related assets
Internally managed Term deposits Financial asset measured at fair
investments ) ) value through net assets

Certificates of deposit

Traded bonds
Internally managed Foreign currency options and spot Financial asset measured at fair
investments contracts value through surplus or deficit
Externally managed  Certificates of deposit Financial asset measured at fair
investments value through surplus or deficit

Traded bonds

Equities

25-11129

Forward exchange contracts

Derecognition of financial assets

22. UNICEF derecognizes a financial asset when the contractual rights to the cash
flows from the financial asset expire, or it transfers the rights to receive the
contractual cash flows in a transaction in which substantially all of the risks and
rewards of ownership of the financial asset are transferred or in which UNICEF
neither transfers nor retains substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

Impairment of non-derivative financial assets

23. IPSAS 41 provides a single forward-looking model for estimation of expected
credit losses on financial assets measured at amortized cost or at fair value through
net assets. In accordance with the general approach for expected credit losses under
IPSAS 41, UNICEF considers loss allowances on its financial assets, except where
not material, at an amount equal to:

(a) 12-month expected credit losses: if the credit risk is determined to be low
at initial recognition, or for the financial instruments whose credit risk has not
increased significantly since initial recognition;

(b) Lifetime expected credit losses: if the credit risk on the financial
instrument has increased significantly since initial recognition;
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24. Internally managed investments measured at fair value through surplus or deficit
are assessed as being low credit risk, that is, investment grade at the reporting date.
For subsequent measurement of low credit risk financial assets, UNICEF assumes
that credit risk has not increased significantly since initial recognition.

25. If material, loss allowances for contributions receivable and receivables under
exchange and non-exchange transactions are measured by UNICEF at an amount
equal to lifetime expected credit losses, in accordance with the simplified approach.

26. Expected credit losses are a probability-weighted estimate of credit losses.
Where material, credit losses are measured as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the
contract and the cash flows that UNICEF expects to receive) discounted at the
effective interest rate of the financial asset.

27. When determining whether the credit risk of a financial asset has increased
significantly since initial recognition and when estimating expected credit losses,
UNICEF considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the organization’s informed credit assessment and
including forward-looking information where available. UNICEF assumes that the
credit risk on its financial asset has increased significantly if there is a significant
deterioration in the credit rating of the instrument.

Write-offs and write-downs

28. A write-off of a financial asset is a recognition of a permanent loss. The gross
carrying amount of a financial asset may be written off when UNICEF has no
reasonable expectations of recovering a financial asset in its entirety or a portion
thereof.

29. Write-downs are changes in estimates of contractual cashflows that do not
represent credit losses, including changes to the agreement by the donor, those
allowable under the agreement and those that result in a reduction of the contribution
receivable.

Financial instruments: financial liabilities

30. Financial liabilities are initially recognized at fair value, less transaction costs,
and, apart from those measured at fair value through surplus or deficit, are
subsequently measured at amortized cost.

31. Financial liabilities classified as measured at amortized cost are measured using
the effective interest rate method. Interest expense is recognized in surplus or deficit.
Accounts payable and accruals arising from the purchase of goods and services are
recognized when supplies are delivered or services consumed. Liabilities are stated
at the invoice amounts, less the payment discounts if eligible at the reporting date.
Where invoices are not available at the reporting date, the liability is estimated and
recorded.

32. Financial liabilities due within 12 months of the reporting date or where
UNICEF does not have an unconditional right to defer settlement for at least
12 months are classified as current liabilities. Otherwise, they are classified as
non-current liabilities.

33. Forward exchange contracts in a loss position are designated as classified at fair
value through surplus or deficit and are initially recorded at fair value, with any
subsequent realized and unrealized gains or losses recognized in the statement of
financial performance. Transaction costs are expensed as they are incurred. At year
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end, the balance of forward exchange contracts in loss is closed out. If they are not
closed out, derivatives with a negative fair value are reported as derivative
instruments within other current liabilities in the statement of financial position.

34. UNICEF derecognizes a financial liability when its contractual obligations are
discharged or cancelled or expire. UNICEF also derecognizes a financial liability
when its terms are modified and the cash flows of the modified liability are
substantially different, in which case a new financial liability based on the modified
terms is recognized at fair value. Upon derecognition of a financial liability, the
difference between the carrying amount extinguished and the consideration paid
(including any non-cash assets transferred or liabilities assumed) is recognized in
surplus or deficit.

Offsetting of financial instruments

35. Financial assets and financial liabilities are offset, and the net amount presented
in the statement of financial position when, and only when, UNICEF has a legally
enforceable right to set off the amounts and it intends either to settle them on a net
basis or to realize the asset and settle the liability simultaneously.

Advances of cash assistance

36. Advances of cash assistance represent transfers of cash assistance where
implementing partners have not yet met performance obligations as specified by
UNICEF. UNICEF monitors the utilization of cash assistance by implementing
partners and liquidates advances and recognizes expenses only when those funds have
been used by implementing partners as specified by UNICEF. UNICEF reviews
reports on expenditures submitted by implementing partners, at least quarterly, to
ascertain the completeness and appropriateness of expenditures and certification, and
consistency with workplan as required by the harmonized approach to cash transfers
framework.

37. Reporting by implementing partners of the utilization of cash assistance is due
within six months. The failure by an implementing partner to report on the utilization
of cash assistance within nine months is subject to impairment where there is doubt
on recoverability. Unused funds or breaches of performance obligations are
reclassified from advances of cash assistance to other receivables (receivables from
implementing partners) and are also subject to impairment.

Other current assets

38. UNICEF provides interest-free advances to staff for up to 12 months for
specified purposes, in accordance with the Staff Regulations and Rules of the United
Nations. The advances have an initial maturity of less than 12 months, and the
carrying amount approximates fair value.

39. Prepayments are issued where agreements with UNICEF and the supplier or
service provider requires payment up front. Prepayments and similar deposits are
recorded as an asset until goods and/or services associated with the prepayments are
delivered, at which point the expense is recognized and the prepayment is reduced by
a corresponding amount.

40. Value added and other tax receivables are statutory receivables reflecting
reimbursements of indirect taxes from Governments. Receivables from implementing
partners represent the organization’s claims to the unused cash assistance funds
remaining with the implementation partners after completion or termination of a
project.
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Inventory

41. Inventory held for programme distribution, such as programme supplies, is
stated at the lower of cost or current replacement cost. Cost is determined using a
weighted average cost formula.

42. The cost of inventory includes costs incurred in acquiring the inventory and
costs incurred in bringing it to its existing location and condition (e.g. freight costs).
For inventory acquired through a non-exchange transaction (e.g. contributions in
kind), the fair value as at the date of acquisition is deemed to be its cost.

43. UNICEF regularly reviews inventory quantities on hand, inventory valuation
and the estimated use of its inventory. If the review indicates estimated or actual
losses arising from excess or obsolete inventory or a decline in the value of the
inventory, the inventory is reduced to a new cost basis, where material, through a
write-down in the statement of financial performance. Reductions are determined by
assessing replacement costs.

Cryptocurrencies

44. Cryptocurrencies are classified as inventory and valued at the lower of cost and
net realizable value using the weighted average cost formula. Management reviews
cryptocurrencies on hand, the valuation and the estimated use. If the review indicates
estimated or actual losses arising from excess balances or obsolescence or a decline
in the value of the cryptocurrencies, these are reduced to a new cost basis. Reductions
are determined by assessing net realizable value.

Property and equipment

45. Property and equipment are stated at cost, less accumulated depreciation and
accumulated impairment losses. This includes costs that are directly attributable to
the acquisition of assets and the initial estimate of dismantling and site restoration
costs. Where an asset is received as contribution in kind, the fair value as at the date
of acquisition is deemed to be its cost.

46. Individual items of movable property and equipment other than buildings are
capitalized when their expected original acquisition price is equal to or greater than
the threshold of $5,000. Improvements to buildings are capitalized when the total
spent on the improvement or construction is equal to or greater than the threshold of
$100,000.

47. Property and equipment include right-to-use arrangements that meet the criteria
for recognition. An equivalent liability is established if the arrangement has
conditions attached to it. The liability is released to revenue at the same time as the
value of the asset is consumed through depreciation or impairment.

48. Subsequent costs are included in an asset’s carrying amount or recognized as a
separate asset only when it is probable that future economic benefits associated with
the item will flow to UNICEF and the cost of the item can be measured reliably.
Repairs and maintenance, which do not qualify for capitalization, are charged to
surplus or deficit in the period during which they are incurred.

49. Land is not depreciated. Depreciation on other items of property and equipment
is calculated using the straight-line method over the estimated useful lives. When
parts of an item of property and equipment have different useful lives and are
significant, they are accounted for as separate items (major components) of property
and equipment.

50. Estimated useful lives are as follows:
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Property and equipment class Useful life

Permanent buildings 50 years

Temporary and portable buildings 10-25 years

Leasehold building and land improvements Shorter of the lease term or

useful life of the asset

Infrastructure, information technology and 10 years
communications equipment

Office information technology and computer equipment 3 years

Transportation equipment 8 years
Furniture and fixtures 10 years
Other equipment 5 years

51. The gain or loss arising from the disposal of an item of property or equipment
is the difference between the sale proceeds and the carrying amount of the asset and
is recognized in other revenue or expenses within surplus or deficit.

52. UNICEF capitalizes costs to upgrade, expand or improve an existing own or
leasehold property, or construct a new physical property that is intended to be used
by UNICEF. Construction in progress is stated at cost and not depreciated until the
works have been completed, eligible costs have been fully accumulated and the new
asset is ready for use.

Impairment of non-financial assets

53. Property and equipment and intangible assets are reviewed for impairment
indicators at each reporting date. Certain events or changes in circumstances may
indicate that the recoverability of the carrying amount of such assets should be
assessed, including any significant decrease in market value. An impairment loss is
recognized in other expenses within the statement of financial performance when the
carrying amount of an asset exceeds its recoverable service amount. The recoverable
service amount of an asset is the higher of the asset’s fair value, less costs to sell, and
its value in use. In assessing value in use, UNICEF uses a variety of methodologies,
depending on the availability of data and the nature of impairment, including a
depreciated replacement cost approach, a restoration cost approach and a service units
approach.

54. Impairment losses recognized in prior periods are assessed at each reporting
date for any indication that the impairment value has decreased or no longer exists.
An impairment deficit from previous years is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have existed,
net of depreciation or amortization, if no impairment deficit had been recognized (see
note 13, Property and equipment).

Funds held on behalf of third parties

55. Funds held on behalf of third parties represent liabilities in respect of assets held
by or for UNICEF under agency agreements. UNICEF manages three types of fund
activities: procurement services, hosted funds and non-hosted funds.

56. Procurement services are activities undertaken by UNICEF on behalf of eligible
partners for the purchase of supplies, equipment and services.
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57. Hosted trust funds are arrangements with specific purposes where UNICEF
provides comprehensive financial services and facilitates the establishment and
operation of the secretariat by providing administrative services, such as human
resources and legal, travel, finance and procurement services.

58. Non-hosted trust funds are arrangements where a partner or third party, usually
arelated party, requests UNICEF to financially administer a set of funds. These funds
can be pooled from various donors and/or United Nations entities or be supplied by
the requesting partner or several partners.

59. A liability is reported for any other assets held by or for UNICEF on behalf of
third parties. The liability is reduced once cash is disbursed to a supplier or otherwise,
in accordance with the terms of the arrangement.

60. A liability is not reported for goods held on behalf of a third party under
supported deliveries arrangements where UNICEF provides logistical services (see
note 15, Funds held on behalf of third parties).

Employee benefits

61. UNICEF recognizes the following categories of employee benefits:
(a) Short-term employee benefits;
(b) Post-employment benefits;
(c) Other long-term employee benefits;

(d) Termination benefits.

Short-term employee benefits

62. Short-term employee benefits are those that are due to be settled wholly within
12 months after the end of the period in which the staff member renders the services.
These benefits include wages and salaries, compensated absences (such as paid sick
leave and annual leave) and other benefits, including medical care and housing
subsidies. An expense is recognized when a staff member provides services in
exchange for employee benefits. A liability is reported for any entitlement that has
not been settled as at the reporting date and represents the amount expected to be paid
to settle the liability. Owing to the short-term nature of such entitlements, the liability
is not discounted for the time value of money.

Post-employment benefits

63. Post-employment benefits are those payable after completion of or separation
from employment, excluding termination payments.

Post-employment benefits — defined contribution plan

64. UNICEF is a participating organization in the United Nations Joint Staff
Pension Fund, which was established by the General Assembly to provide retirement,
death, disability and related benefits to employees. The Pension Fund is a funded,
multi-employer defined benefit plan. As specified in article 3(b) of the Regulations
of the Pension Fund, membership in the Fund shall be open to the specialized agencies
and to any other international, intergovernmental organization which participates in
the common system of salaries, allowances and other conditions of service of the
United Nations and the specialized agencies.

65. The Pension Fund exposes participating organizations to actuarial risks
associated with the current and former employees of other organizations participating
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in the Fund, with the result that there is no consistent and reliable basis for allocating
the obligation, plan assets and costs to individual organizations participating in the
Fund. UNICEF, in line with the other participating organizations in the Fund, is not
in a position to identify its proportionate share of the defined benefit obligation, the
plan assets and the costs associated with the plan with sufficient reliability for
accounting purposes. Therefore, UNICEF has treated this plan as if it were a defined
contribution plan in line with the requirements of IPSAS 39, Employee benefits. The
organization’s contributions to the plan during the financial period are recognized as
expenses in the statement of financial performance.

Post-employment benefits — defined benefit plans

66. The defined benefit plans of UNICEF include after-service health insurance and
certain end-of-service entitlements. After-service health insurance is part of the
scheme of social security for staff established by the Secretary-General in accordance
with staff regulation 6.2. The organization’s obligation in respect of defined benefit
plans is calculated separately for each plan by estimating the amount of future benefit
that employees have earned in return for their service in the current and prior periods.

67. The plan exposes UNICEF to actuarial risks associated with changes in key
actuarial assumptions, including discount rate, medical trend rate, life expectancy and
length of service. Those risks also include uncertainty in mortality tables without
reliable death registration data. There is also a risk that the liability may not be
sufficient to meet the obligations. For this, the funding reserve and external funding
mechanisms have been put in place.

68. The obligation is discounted to determine its present value and stated at the end
of the reporting period, less the fair value of plan assets, together with adjustments
for unrecognized past-service costs. The calculation is performed annually by a
qualified independent actuary using the projected-unit credit method. The benefits
expense for these plans principally represents the increase in the actuarial present
value of the obligation for pension benefits based on employee service during the year
and the interest on this obligation in respect of employee service in previous years,
net of the expected return on plan assets.

69. The discount rate is the yield at the reporting date on high-quality credit-rated
corporate bonds that have maturity dates approximating the terms of the payment
obligations.

70. Actuarial gains and losses arising from experience adjustments and changes in
actuarial assumptions are recognized directly in net assets during the period in which
they arise (see note 19, Net assets). All other changes in the liability for such
obligations are recognized in surplus or deficit in the period during which they arise.

Other long-term employee benefits

71. Other long-term employee benefits obligations are those that do not fall due
wholly within 12 months after the end of the period in which employees provide the
related service. These benefits comprise home leave and compensation for death and
injury attributable to the performance of duties. These obligations are valued
periodically using a qualified actuary.

Termination benefits

72. Termination benefits are recognized as an expense only when UNICEF is
demonstrably committed, without realistic possibility of withdrawal, to a formal
detailed plan to either terminate the employment of a staff member before the normal
retirement date or to provide termination benefits as a result of an offer made in order
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to reduce redundancy. Termination benefits, if settled wholly within 12 months, are
reported at the amount expected to be paid; otherwise, they are reported at present
value of the estimated future cash outflows.

Leases

73. UNICEF leases certain property and equipment. Leases of property and
equipment where UNICEF substantially assumes all the risks and rewards of
ownership are classified as finance leases. Initial recognition of a finance lease results
in an asset and liability being recognized at the lower of the fair value of the leased
property and the present value of the minimum lease payments.

74. Subsequent to initial recognition, leased assets are depreciated over the shorter
of the lease term and their useful lives in accordance with the accounting policies for
property and equipment.

75. Each finance lease payment is allocated between the finance lease liability and
finance charges. The interest portion of the finance lease obligations is recognized as
an expense under finance costs in the statement of financial performance over the
term of the lease in order to produce a constant periodic rate of interest on the
remaining balance of the liability for each period. The corresponding rental
obligations, net of finance charges, are included in other liabilities (see note 16, Other
liabilities).

76. Leases in which a significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments under operating
leases (net of incentives received from the lessor, if any) are recognized on a straight-
line basis under other expenses in the statement of financial performance over the
period of the lease (see note 26, Occupancy and related costs).

Provisions

77. A provision is recognized if, as a result of a past event, UNICEF has a present
legal or constructive obligation that can be estimated reliably and if it is probable that
an outflow of economic benefits will be required to settle the obligation. Provisions
are measured at the present value of the expenditures expected to be required to settle
the obligation using a rate that reflects current market assessments of the time value
of money and the risks specific to the obligation. Where the provision is expected to
be settled beyond the next 12 months, the increase in the provision due to the passage
of time is recognized as interest expense. When an outflow is dependent upon a future
event that is not certain to occur, or cannot be reliably estimated, a disclosure
regarding the contingent liability is made in the notes to the financial statements.

78. A provision for the return of unused funds to donors is reported for unused
balances where the donor agreement requires unused funds to be returned and where
it is probable that funds will be returned as opposed to being reprogrammed. A
provision for returns of unused funds is reported only if there are funds to be returned
after the receivable has been fully written down. The effects of changes resulting from
revisions to the timing or the amount of the original estimate of the provision are
reflected on a prospective basis. The expense arising from reporting a provision (or
reducing any receivable) for unused funds is presented in the statement of financial
performance as a reduction of revenue from voluntary contributions.

79. Other provisions include an estimate of a provision for the write-down of
contributions receivable. The write-down provision is computed where the donor has
not disbursed all the cash to UNICEF and it is expected that, on the basis of past
experience, donors may reduce the initial agreement value in the future (see note 18,
Provisions).
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Revenue recognition
Voluntary contributions

80. Voluntary contributions are non-exchange transactions, which means that
resources (e.g. cash, items of property and equipment, inventory or enforceable rights
to such) are received by UNICEF with no or nominal consideration provided directly
in return to the donor. The resources are to be applied towards advancing the mission
of UNICEF.

81. Voluntary contributions are received from Governments, intergovernmental
agencies, National Committees for UNICEF, other United Nations organizations,
non-governmental organizations (NGOs) and individuals.

82. Voluntary contributions may be subject to terms in a binding agreement imposed
upon the use of the resource (termed earmarked resources or other resources) or may
be free of specific terms, allowing UNICEF to direct such resources according to its
mandate (termed unearmarked resources or regular resources).

83. With regard to contributions, UNICEF recognizes revenue in full, including for
unconditional multi-year voluntary contributions at the time the agreement is signed.
Subject to the review processes in place to identify voluntary contributions with
conditionality, these earmarked contributions that have stipulations and restrictions
rather than conditions as prescribed by IPSAS 23 are recognized at the time of signing
of the contribution agreement.

84. Contributions received in advance of a specified period consist of cash
contributions that were received before the formal conclusion of the contribution
agreement and are to be used by UNICEF in future periods specified by donors.

85. Revenue from voluntary contributions is shown net of:

(a) Returns of unused funds to donors, transfer of unused funds to regular
resources, transfer of unused funds to other resources and write-downs of receivables
that are no longer enforceable by UNICEF following the expiry or termination of
contribution agreements;

(b) Provisions for the return of unused funds to donors and provisions for
write-down;

(c) Realized and unrealized gains and losses on foreign exchange as UNICEF
does not assume the risk of foreign exchange on contribution revenue, consistent with
its Financial Regulations and Rules (see note 20, Revenue from voluntary
contributions).

Contributions in kind

86. UNICEEF receives contributions of right-to-use office space and other facilities
from Member States. These right-to-use contributions are measured at the fair value
of the operating lease payments that would have been paid by UNICEF in a
commercial lease arrangement. The in-kind revenue is recorded in the statement of
financial performance as part of voluntary contributions; the corresponding expense
is recorded based on nature as part of rent or other premises-related expenses (see
note 26, Occupancy and related costs).

87. Contributions in-kind received or receivable of goods, such as programme
supplies for distribution to partners, transportation and warehousing of programme
supplies, cryptocurrencies received from National Committees or equipment for use
by UNICETF, are initially measured at their fair value at the date of receipt. Fair values
of non-monetary assets are determined by reference to observable market values or
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by independent appraisal. UNICEF recognizes goods in kind as assets when the goods
are received or, in instances when an agreement is signed, at the time of signing. The
expenses in cryptocurrencies are recognized by nature of expenses as incurred.

88. UNICEF does not recognize contributions of services in kind as revenue, with
the exception of contributions of transportation of supplies. Many of these services
cannot be measured reliably, and many are considered specialized professional skills
or crafts that would otherwise be purchased by the organization.

Revenue from exchange transactions

89. Exchange transactions are transactions in which UNICEF sells goods or
provides services. Revenue comprises the fair value of considerations received or
receivable for the sale of goods and services. Revenue is shown net of returns and
discounts.

90. Revenue is recognized when it can be reliably measured, when the inflow of
future economic benefits is probable and when specific criteria have been met for
each of the types of activities described below:

(a) Revenue from the transfer of pre-positioned supplies at cost to fulfil a
procurement services contract with a third party is recorded when goods are delivered
to the freight forwarder;

(b) Revenue from commissions and fees for procurement, administrative,
custodial and other services rendered to Governments, United Nations organizations
and other partners is recognized when the right to receive payment is established;

(c) Investment revenue is recognized on a time-proportion basis, using the
effective interest rate method with regard to the respective financial asset;

(d) Licensing revenue is recognized when it is probable that the economic
benefits or service potential associated with the transaction will flow to UNICEF, and
the amount of revenue can be measured reliably (see note 20, Revenue from voluntary
contributions, and note 21, Other revenue).

Recognition of expenses

91. Expenses are recognized in the statement of financial performance in the period
to which they relate.

Cash assistance and transfer of programme supplies

92. In fulfilling its mandate, UNICEF transfers cash and programme supplies to
Governments, NGOs and other third parties (“implementing partners”). In the case of
transferred supplies, an expense is recorded when the control of goods is transferred
to an implementing partner. Transfers of cash assistance are initially reported as an
advance on the statement of financial position where there are performance
obligations imposed on the implementing partner and are expensed when UNICEF is
satisfied that those performance obligations are met. An accrual against advances is
recorded at year-end for expenses incurred by implementing partners reported to but
not processed by UNICEF (see note 8, Advances of cash assistance, and note 23, Cash
assistance and transfer of programme supplies).

Commitments

93. Commitments are future expenses and liabilities to be incurred on contracts
outstanding at the reporting date for which UNICEF has little, if any, discretion to
avoid in the ordinary course of operations, including:
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(a) Capital commitments: represents the aggregate amount of capital
expenditures contracted for but not recognized as paid or provided for at the period-
end;

(b) Contracts for the supply of goods or services that UNICEF is expecting to
be delivered in the ordinary course of operations;

(c) Cash transfers to implementing partners;

(d) Other non-cancellable commitments.

Contingencies
Contingent assets

94. A contingent asset is a possible asset that is not wholly within the control of the
organization. Contingent assets are reviewed to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain
that an asset is no longer contingent and the asset’s value can be measured reliably,
the asset is recognized during the period in which the change occurs (see note 33,
Contingencies).

Contingent liabilities

95. A contingent liability is disclosed unless the possibility that it will be realized
is remote. If it becomes probable that a contingent liability will be realized, a
provision is recorded during the period in which the change of probability occurs (see
note 33, Contingencies).

Segment reporting

96. Operating segments are reported in a manner consistent with internal reporting
on strategic decision-making on resource allocation and assessment of financial
performance provided to the Executive Director of UNICEF. For UNICEEF, the
relevant segments are labelled institutional; regular resources — programme; regular
resources — non-programme; other resources — regular; other resources — emergency;
and trust funds.

97. The operating segments represent fund types and enable the Executive Director
to ensure that UNICEF accounts for financial resources in compliance with its
Financial Regulations and Rules (see note 36, Segment information).

Joint operations

98. UNICEF is a 50 per cent partner in Giga, a global activity established to connect
every school to the Internet and every young person to information, opportunity and
choice. Giga is not a separate legal entity but a joint activity co-led by UNICEF and
the International Telecommunication Union through a memorandum of
understanding. Giga currently has no physical place of operation and is classified as
a joint operation since it is not set up through a separate vehicle in line with IPSAS 37:
Joint arrangements.

99. UNICEF recognizes in its financial statements its own assets and liabilities
resulting from the arrangement in line with the terms in the memorandum of
understanding. UNICEF also recognises revenue from its fundraising activities and
expenses generated from Giga activities.

100. UNICEF retains sole and full programmatic, financial and reporting
responsibility for all contributions received directly by UNICEF for UNICEF
programmatic activities in support of Giga projects.
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Budget

101. UNICEF budgets, which are approved by the Executive Board, permit
expenditures to be incurred. UNICEF has classified its budgets as: (a) country
programme budgets; (b) emergency appeal budgets; (c) global and regional
programme budget; (d) Emergency Programme Fund; (e) institutional budget; and
(f) private fundraising and partnerships budget.

102. Programme budgets include activities such as programme formulation,
implementation, monitoring and evaluation, and programme and technical policy
advisory services, which are funded from country/regional/global programmes or
other programming arrangements as direct costs. Examples include supplies and
equipment, subcontracts, cash assistance, programme and technical advisers,
monitoring and evaluation advisers, related direct support staff and operational costs.

103. The private fundraising and partnerships budget consists of the annual level of
estimated financial resources required for the best achievement of its objectives. The
budget is provided from regular and other resources.

104. The institutional budget is also broken down by cost classification, which
comprises the following categories, as disclosed in statement V:

(a) Development effectiveness. This comprises the costs of activities of a
policy-advisory, technical and implementation nature that are needed for the
achievement of the objectives of programmes and projects in the focus areas of the
organization. These inputs are essential to the delivery of development results, and
are not included in specific programme components or projects in country, regional
or global programme documents;

(b) Management. This comprises activities and associated costs whose
primary function is the promotion of the identity, direction and well-being of an
organization. These include executive direction, representation, external relations and
partnerships, corporate communications, legal, corporate evaluation, information
technology, finance, administration, security and human resources;

(c) Special purpose. This covers activities and associated costs of a cross-
cutting nature that (i) are mandated by the General Assembly (i.e. not within the direct
management control of the organizations); (ii) involve material capital investments;
or (iii) do not represent a cost related to the management activities of the organization;

(d) United Nations development coordination. This comprises activities and
associated costs supporting the coordination of development activities of the United
Nations system;

(e) Independent oversight and assurance. This comprises activities whose
primary function is the oversight and audit carried out at the headquarters, regional
and country office levels.

105. An original budget as defined by IPSAS is “the initial approved budget for the
budget period”. Multi-year budgets need to be broken into annual allocations in order
to identify the original budget for each year.

106. The Executive Board approved the use of the Emergency Programme Fund to
pre-finance urgent humanitarian actions when contributions have not yet been made
by donors but are expected to be raised through emergency appeals. The Emergency
Programme Fund approval from the Executive Board gives UNICEF the authority to
allot up to $95 million (2023: $75 million) for emergencies.

107. For UNICEF, within the context of statement V, the original annual budget is
the amount originally approved or, if multi-year budget, allocated to the financial
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year. The other resources — emergency original budget is based on the planned
financial estimates of expected resources available for the following year.

108. The final budget is defined as:
(a) The original budget as defined above;

(b) All subsequent changes to the budget approved by the Executive Board or
in accordance with a delegated authority from the Board.

109. The other resources — emergency final budget represents the budgets issued on
the basis of donor emergency contributions, and any residual budgets that have been
carried forward from prior years.

110. While the organization’s financial statements are prepared under the IPSAS full-
accrual basis, UNICEF budgets are prepared and managed on a modified cash basis.
The most significant differences are as follows:

(a) Revenue: the actual budget does not include revenue. The difference
pertaining to revenue is shown under “presentation differences” in the reconciliation
between budget actuals and net cash flows;

(b) Expenses: budget actuals are recorded on a modified cash basis in contrast
with expenses in the financial statements that are prepared under the IPSAS full-
accrual basis. The difference is presented under “basis differences” under the category
“operating” in the reconciliation between budget actuals and net cash flows;

(c) Assets: advances of cash assistance, inventory and property and equipment
appear as actuals in the budget. However, these items appear on the statement of
financial position of the financial statements and not under expenses. The difference
that arises between actuals and expenses as a result of this is presented under “basis
differences” under the category “operating” in the reconciliation between budget
actuals and net cash flows;

(d) Funds held on behalf of third parties: the budget does not include funds
held on behalf of third parties, and this is presented under “entity differences” in the
reconciliation between budget actuals and net cash flows;

(e) Investing and financing activities: purchases, maturities and sales of
investments, interest received, purchases of property and equipment and intangibles,
proceeds from the sale of property and equipment and payment of finance lease
liabilities are not included in the budget. These are presented under “basis
differences” under the categories “investing” and “financing” in the reconciliation
between budget actuals and net cash flows.

Note 5
Comparison to budget

1. Actual amounts on a comparable basis from statement V presented in the table
below are reconciled with the amounts presented in the statement of cash flows.
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(Thousands of United States dollars)

Exchange

Operating Investing Financing  rate changes 2024

2023

Total actual amount on comparable
basis as presented in the budget

and actual comparative statement (8 099 256) - - — (8099 256)
(491 873)

Basis differences (765 978) 281 555 (7 450)

Exchange rate changes on cash and

cash equivalents - - - (31 148) (31 148)
Entity differences (322 413) - - - (322 413)
Presentation differences 8 611 608 - - - 8 611 608

(8 400 675)
807 773

(6 274)
(1229 692)
8932123

Net cash flows from the

statement of cash flows (576 039) 281 555 (7 450) (31 148) (333 082)

103 255

Changes from original to final budget

2. Statement V documents the different budgets of UNICEF, comparing the
original and final budgets to the actual amounts incurred against them. Both budgets
and actuals are calculated on the same modified cash basis (cash and budgetary
commitments).

3.  Given that UNICEF is voluntarily funded, the budgets approved by the
Executive Board for programmes are subject to availability of funding. The original
budget comprises the amounts for both regular resources and other resources
originally allocated for the current year. The final budget represents the actual
contributions received against the Executive Board-approved ceiling and planned for
the calendar year.

4. In 2024, the total final programmatic budget of $7.51 billion has remained
almost same as the total original budget of $7.50 billion. There was an increase in the
final budget for other resources — emergency by $0.57 billion, which was offset by a
decrease in the final budget for other resources — regular. The original budget for
other resources — emergency represents a planned financial estimate as included in
the four-year strategic plan. The final budget is updated each year to reflect the
humanitarian emergency appeals issued during the year. During 2024, the final budget
for other resources — emergency was higher compared with the initial estimate, owing
mainly to humanitarian emergency appeals related to the crises in Ukraine, Yemen
and the State of Palestine.

5. The Executive Board approved an increase in the ceiling of the Emergency
Programme Fund to $95.00 million, up from $75.00 million, to pre-finance urgent
humanitarian actions when contributions have not yet been made by donors but are
expected to be raised through emergency appeals. The use of the Fund is subject to
availability of funding. The final budget of $45.16 million for the Fund represents
resource requirements for humanitarian actions for which contributions had not yet
been raised.

Comparison of budget to actual on comparable basis

6. UNICEF continued to deliver and achieved high utilization of budgeted
expenditures. Total programmatic budgets were implemented at a rate of 95 per cent
as in the prior year. Regular resources — actual comprised 97 per cent of the final
budget. Implementation of the other resources — regular and other resources —

25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued) A/80/5/Add.3

emergency was 95 per cent and 96 per cent, respectively. Spending under the
institutional budget was 90 per cent of the final budget.

7.  The other resources budgets are determined by donor contributions to country
programmes and humanitarian action. They are received throughout the year,
including in the last three months of the financial year. These contributions are added
to the final budget when agreements are entered into. These programmes are
implemented in the final quarter of the year and in future years; hence, variances
occur. The variance for this budget category with actual expenditures was also
affected by challenges in the local operating environment and capacity gaps. In
addition, political unrest and armed conflict in certain countries negatively affected
the progress of programme implementation.

8.  The variance in the institutional budget was the result of unutilized funds for
construction by UNICEEF field offices.
Note 6

Cash and cash equivalents

(Thousands of United States dollars)

2024 2023

Cash at bank and on hand — convertible 199 866 247 217
Cash at bank and on hand — non-convertible 227 079 177 800
Cash at bank in money market demand accounts 200 938 125 893
Term deposits (90 days or less) 151 092 561 147
Total cash and cash equivalents 778 975 1112 057

1.  Convertible cash at bank and on hand are those currencies that are allowed to

be freely exchanged to other currencies without licence or authorization.
Non-convertible cash at bank and on hand are those currencies that cannot be freely
exchanged into other currencies without permission from the central bank of the host
country.

2. Included within cash and cash equivalents is $21.21 million (2023:
$18.05 million) of cash managed by the external investment manager for the after-
service health insurance investment portfolio.

Note 7
Contributions receivable
A. Contributions receivable current and non-current

(Thousands of United States dollars)

Governments and Inter- Country office
intergovernmental organizational National  private sector
agencies  arrangements Committees Sfundraising 2024 2023
Current receivables
Regular resources 132 982 90 199 874 1521 334 467 404 648
Other resources 2 624 390 391577 217492 42256 3275715 3162440
Total current contributions
receivable 2757 372 391 667 417 366 43777 3610182 3567 088
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Governments and Inter- Country office
intergovernmental organizational National  private sector
agencies  arrangements Committees Sfundraising 2024 2023
Non-current receivables
Regular resources 12 596 - 2437 594 15627 130370
Other resources 1211 427 89 606 53 544 28372 1382949 1115949
Total non-current contributions
receivable 1224023 89 606 55981 28966 1398576 1246319
Total contributions receivable 3981 395 481 273 473 347 72743 5008 758 4 813 407
1.  Non-current receivables relate to contribution agreements with payment
schedule dates beyond one year from the year end date. The estimated maturity dates
are summarized in the table below.
B. Non-current contributions receivable maturities!
(Thousands of United States dollars)
1-2 years 2-3 years 3—4 years >4 years 2024
Non-current contributions receivable 753 018 419 098 165274 61 186 1398 576
Note 8
Advances of cash assistance
(Thousands of United States dollars)
2024 2023
Advances of cash assistance by region
East Asia and the Pacific 36974 48 069
Europe and Central Asia 74 514 91 146
East and Southern Africa 190 520 245 945
Latin America and the Caribbean 45 659 45 896
Middle East and North Africa 124 307 143 712
South Asia 153 467 170 216
Western and Central Africa 202 238 196 053
Transfers to United Nations agencies and other organizations at Headquarters 5396 5187
Accruals and other adjustments (31517) (43 301)
Total advances of cash assistance by region 801 558 902 923
1.  Advances of cash assistance relate to payments made to implementing partners
in advance of implementing activities under the harmonized approach to cash
transfers framework.
2. The accruals and other adjustments included in the above table represent an
accrual for where implementing partners have incurred valid expenses as at
! Maturities can be subject to change in accordance with the provisions of donor agreements.
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31 December each year and reports have been received but not processed by UNICEF
at the reporting date.

Note 9
Inventories

(Thousands of United States dollars)

2024 2023
Programme supplies held in UNICEF-controlled warehouses 399 819 422 509
Programme supplies in transit 198 611 181 306
Programme construction in progress 26 846 45521
Cryptocurrencies 637 683
Total inventories 625913 650 019
Cryptocurrency fund
1.  Cryptocurrencies are stated at the lower of cost or current replacement cost

using the weighted average cost formula (see note 4, Significant accounting policies).
The fair value of the cryptocurrencies held in inventory was $0.39 million higher
(2023: $0.04 million higher) compared with book value. The fair value of
cryptocurrencies held approximated the carrying amount at the date of approving
these financial statements. The cryptocurrencies held are largely ether, with a minimal
quantity of bitcoin.

Note 10
Investments

(Thousands of United States dollars)

2024 2023
Current investments
Term deposits (greater than 90 days) 1451919 1370 764
Traded bonds 2 877 525 2 408 546
Certificates of deposit 314 488 481 805
Equities 430 880 385168
Forward exchange and other derivative contracts in gain 126 059 148 393
Total current investments 5200 871 4794 676
Non-current investments
Traded bonds 3622 538 3854990
Certificates of deposit 25 281 35056
Total non-current investments 3647 819 3890 046
Total investments 8 848 690 8 684 722

1. UNICEF invests some of its funds held in reserves for after-service health
insurance liabilities with external fund managers. The $838.73 million (2023:
$768.12 million) of externally managed funds are all current investments and
comprise $283.75 million (2023: $271.88 million) in bonds, $430.88 million (2023:
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$385.17 million) in equities, and $124.10 million (2023: $111.07 million) in forward
exchange contracts in gain. Externally managed forward exchange contracts in loss
presented under other liabilities in note 16, Other liabilities, are $122.78 million
(2023: $115.35 million).

2. Internally managed derivatives in gain are $1.96 million (2023: $37.33 million)
and internally managed derivatives in loss presented in note 16 are $1.97 million
(2023: $37.22 million). The net position of all internal and external forward exchange
and other derivative contracts is a net gain of $1.31 million (2023: net loss of
$4.18 million).

Note 11
Procurement services-related assets

(Thousands of United States dollars)

2024 2023

Procurement services-related assets 829 540 704 842
Total procurement services-related assets 829 540 704 842

1. Procurement services-related assets include procurement services funds for

which UNICEF has sole drawing rights, based on the terms of the agreements. A
corresponding liability is included in note 15, Funds held on behalf of third parties,
and note 16, Other liabilities, until UNICEF has fulfilled its obligations as an agent
of the partner.

Note 12
Other assets

(Thousands of United States dollars)

2024 2023
Current other financial assets
Receivables from other United Nations agencies 38 188 39 644
Receivables from implementing partners 11 952 13 405
Impairment of receivables from implementing partners (10 309) (11 490)
Other receivables 763 3725
Subtotal 40 594 45284
Current other assets
Value-added and other tax receivables 157 004 128 873
Prepaid expenses and other assets 168 666 142 685
Education grant advances to staff members 26 253 24 523
Other advances to staff members 8 663 8 169
Impairment of other assets (111 820) (77 050)
Subtotal 248 766 227200
Total current 289 360 272 484
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2024 2023

Non-current other assets
Other non-current assets 4275 4210
Intangible assets 34 39
Total non-current 4309 4249
Total other assets 293 669 276 733

1.  Prepaid expenses and other assets of $168.67 million (2023: $142.69 million)
represent mainly prepayments and advances to vendors for procurement services-
related transactions.

2. Impairment of other assets represents mainly impairment of value added tax
receivables of $100.30 million (2023: $67.48 million).

95/150



0S1/96

6CII1-ST

Note 13
Property and equipment

(Thousands of United States dollars)

Infrastructure,
information
technology and

Office information
technology and

Leasehold Furniture, fixtures communications computer Transportation
Land and buildings improvements and equipment equipment equipment equipment Total
Cost
Balance as at 1 January 2024 232 465 43 760 23 964 19 331 10 006 126 215 455 741
Additions 11 280 2328 2 788 320 326 14 272 31314
Disposals (3 805) — (1367) (842) (493) (7772) (14 279)
Balance as at 31 December 2024 239 940 46 088 25 385 18 809 9 839 132 715 472 776
Accumulated depreciation and impairment
Balance as at 1 January 2024 58 201 26 727 19 854 16 401 9 597 87 966 218 746
Depreciation® 5057 4375 1 648 831 362 10 172 22 445
Change in impairment (173) (26) (16) 1 - 81) (295)
Disposals (212) — (1338) (802) (483) (7 480) (10 315)
Balance as at 31 December 2024 62 873 31076 20 148 16 431 9476 90 577 230 581
Carrying value as at 31 December 2024 177 067 15012 5237 2378 363 42 138 242 195

“ Depreciation of property and equipment has been presented in the statement of financial performance together with the amortiz ation of intangible assets of $22,000.
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(Thousands of United States dollars)

Infrastructure,
information
technology and

Office information
technology and

Leasehold Furniture, fixtures communications computer Transportation
Land and buildings improvements and equipment equipment equipment equipment Total
Cost
Balance as at 1 January 2023 225 111 40 071 23 386 20 053 10 303 119 334 438 258
Additions 7475 3689 1677 159 173 12 340 25513
Disposals (121) - (1 099) (881) (470) (5 459) (8 030)
Balance as at 31 December 2023 232 465 43 760 23 964 19 331 10 006 126 215 455 741
Accumulated depreciation and impairment
Balance as at 1 January 2023 52972 22523 19 393 16 304 9 748 83 325 204 265
Depreciation® 5088 4213 1 494 880 320 9602 21597
Change in impairment 191 9 6 71 (8) 223 474
Disposals (50) - (1 039) (854) (463) (5 184) (7 590)
Balance as at 31 December 2023 58 201 26 727 19 854 16 401 9 597 87 966 218 746
Carrying value as at 31 December 2023 174 264 17 033 4110 2 930 409 38249 236 995

“ Depreciation of property and equipment has been presented in the statement of financial performance together with the amortiz ation of intangible assets of $103,000.
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1.  UNICEF does not currently hold any donated property or items of equipment
that are subject to conditions.

2. UNICEF leases a building, the adjacent plaza and the land underlying both,
collectively referred to as the Three United Nations Plaza complex, from the United
Nations Development Corporation, a public benefit corporation of the State of New
York. The lease agreement, which commenced in 1984 (with amendments thereto in
1994 and 2009) and expires in 2026, is classified as a finance lease. UNICEF will
receive the title to the Three United Nations Plaza complex upon the expiration of the
lease agreement if it fulfils the conditions of continuous and uninterrupted occupancy
of the building and maintenance of its worldwide headquarters in New York City until
2026.

3. The Three United Nations Plaza complex is recorded on the statement of
financial position at its estimated fair value as at the date of the adoption of IPSAS.
The annual lease payments of $6.73 million (2023: $6.73 million), exclusive of
operating expense escalations, are allocated between the finance charges and the
repayment of the finance lease obligation to achieve a constant rate of interest on the
remaining balance of the obligation. While the building and plaza are depreciated
over their remaining useful lives, the underlying land is not depreciated. Finance
charges on the Three United Nations Plaza complex are recorded within finance costs,
while depreciation expense on the building and plaza are recorded within depreciation
and amortization expense in the statement of financial performance.

4.  The carrying value of property and equipment recognized under finance leases
is as follows:

(Thousands of United States dollars)

2024 2023

Land 80 000 80 000
Buildings 59 333 60 195
Transportation equipment 3315 -
Total 142 648 140 195

5.  UNICEF has approximately 700 operating lease agreements for land, office,
warehouse and residential space. The majority of lease agreements are under
commercial terms. In 2024, 174 agreements were for office and warehouse space
provided to UNICEF by host Governments on a free-of-charge basis, for which fair
value of annual rent was estimated and recognized as an expense of $28.35 million
(2023: $28.85 million) as well as in-kind contributions revenue (see note 20, Revenue
from voluntary contributions). Rent for all operating leases is reported under rental
and leasing expenses (see note 26, Occupancy and related costs).

6. In September 2022, UNICEF entered into the global service agreement for
vehicle leasing, allowing the organization to lease vehicles directly from UN FLEET,
an independent service established by the World Food Programme and the Office of
the United Nations High Commissioner for Refugees to support United Nations
agencies in optimizing their fleet management. The lease arrangement has been
actively used since January 2024 and the leased vehicles are treated as financial
leases. As at 31 December 2024, UN FLEET financial lease assets amounted to
$3.32 million (2023: nil). The related finance lease liability of $3.34 million is
included in note 16, Other liabilities.
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Note 14
Accounts payable and accrued liabilities

(Thousands of United States dollars)

2024 2023

Accounts payable 140 774 203 877
Accrued liabilities 234 626 175 001
Total accounts payable and accrued liabilities 375 400 378 878

1. Accrued liabilities, where supplier invoices were received after the year end,
include $59.22 million (2023: $85.67 million) related to procurement services on
behalf of Gavi, the Vaccine Alliance, and other partners (see note 15, Funds held on
behalf of third parties).

Note 15
Funds held on behalf of third parties

(Thousands of United States dollars)

Balance as at Net funds Funds Balance as at
1 January 2024 received  utilized/returned 31 December 2024
Procurement services
Governments 960 089 619 893 (841 138) 738 844
Inter-organizational arrangements 100 059 44 847 (96 302) 48 604
Non-governmental organizations 740 889 1447 424 (1543 504) 644 809
Total procurement services 1801 037 2112 164 (2 480 944) 1 432 257
Other arrangements
UNICEF-hosted funds 175 581 283943 (247 231) 212293
No-fault compensation trust fund 16 111 - (335) 15776
Others 138 318 301 780 (290 979) 149 119
Total other arrangements 330 010 585 723 (538 545) 377 188
Accruals (13 138) - (811) (13 949)
Total funds held on behalf of third parties 2117 909 2 697 887 (3020 300) 1795 496
Procurement services
1.  UNICEF procurement services is a strategic programmatic and development

platform that enables Governments and other partners to leverage the organization’s
procurement scale and expertise in order to meet essential supply needs, until national
public or private supply systems can fully perform that role, thereby working towards
every child having sustainable access to supplies and services that help them thrive.
UNICEF works with countries to support increased reliance on their own domestic
resources and strengthened national systems to deliver a better future for children.

2. UNICEF undertakes these procurement service activities for Governments,
NGOs, United Nations agencies and other international organizations and
foundations, acting as an agent on behalf of the partner entities. As a result, the
activities are not reflected as UNICEF revenue, except for handling fees earned (see
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note 21, Other revenue). Funds are received from or made available by procuring
partners in advance to cover UNICEF commitments to suppliers.

Other arrangements

3.  Hosted funds. UNICEF provides services to a number of small, related party,
funds whose activities are aligned with the UNICEF mandate. The services include
providing financial management and acting as a secretariat for the funds (see note 34,
Related parties, for more information on the individual funds).

4.  No-fault compensation trust fund. The no-fault compensation trust fund relates
to UNICEF procurement services for COVID-19 vaccines where the procurement is not
possible through other established procurement services programmes such as COVAX.
There have been no claims to date and only administrative charges have been incurred.
UNICEEF liability for any claims is limited to the funds available in the trust fund.

5. Others. Others comprise liabilities held by or for UNICEF under agency agreements,
such as joint programmes where UNICEF is an administrative agent, and custodian
arrangements, such as the Vaccine Independence Initiative revolving fund, a revolving trust
fund bridge financing facility, or the Middle-Income Countries Financing Facility.

Note 16
Other liabilities
A. Other liabilities

(Thousands of United States dollars)

2024 2023

Current other financial liabilities

Firm contracts and other financial liabilities 282 001 174 965

Forward exchange and other derivative contracts in loss 124 746 152 568

Finance lease liabilities 7005 5927
Total current other financial liabilities 413 752 333 460

Current other liabilities

Unearned revenue 67 323 58 441

Contributions received in advance 19 891 32 528
Total current other liabilities 87 214 90 969
Total current 500 966 424 429

Non-current other financial liabilities

Firm contracts and other financial liabilities 94 946 109 929

Finance lease liabilities 5947 9611
Total non-current other financial liabilities 100 893 119 540

Non-current other liabilities

Contributions received in advance 1586 1929
Total non-current other liabilities 1586 1929
Total non-current 102 479 121 469
Total other liabilities 603 445 545 898
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1.  The unearned revenue of $67.32 million (2023: $58.44 million) represents the
organization’s handling fees received in advance for the provision of procurement
services and trust fund activities.

2. Forward exchange and other derivative contracts in loss of $124.75 million
(2023: $152.57 million) comprised $122.78 million (2023: $115.35 million) in
externally managed after-service health insurance investments and $1.97 million
(2023: $37.22 million) in internally managed investments. Forward exchange and
other derivative contracts in gain are presented separately under note 10, Investments,
and at year end were $126.06 million (2023: $148.40 million).

3.  Firm contracts and other liabilities. Firm contracts represent liabilities related
to the agreements where UNICEF has committed to procuring minimum order
quantities for vaccines under firm long-term agreements. The other financial liability
is the $50.00 million (2023: $50.00 million) World Bank forward flow arrangement
that represents a five-year loan agreement with a maturity date of 4 March 2026. A
1.909 per cent effective interest rate is applicable and paid semi-annually. There are
no call provisions, conversion privileges, restrictions or assets pledged as security.

Reconciliation between the total undiscounted future minimum lease payments
with present value and future finance charges

(Thousands of United States dollars)

2024 2023
Undiscounted minimum lease payments
Not later than one year 7 450 6 728
Later than one year and not later than five years 6252 10 093
Total undiscounted minimum lease payments 13 702 16 821
Present value of minimum lease payments
Not later than one year 7 005 5927
Later than one year and not later than five years 5947 9611
Total present value of minimum lease payments 12 952 15 538
Future finance charges 750 1283
Note 17
Employee benefits liabilities
(Thousands of United States dollars)
2024 2023
Current employee benefits liabilities
Home leave 16 534 9721
Annual leave 179 612 172 803
Workers’ compensation 1018 933
Other end-of-service entitlements 3519 909
Other employee benefits 13518 6303
Total current employee benefits liabilities 214 201 190 669
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2024 2023

Non-current employee benefits liabilities

Home leave 4 886 6 405
Workers’ compensation 14 886 14 129
Other end-of-service entitlements®” 153 837 151 866
After-service health insurance® 1 188 024 1133306
Total non-current employee benefits liabilities 1361 633 1305706
Total employee benefits liabilities 1575 834 1496 375

% The current liability component, based on actuarial estimations, is $14.8 million for other
end-of-service entitlements and $22.7 million for after-service health insurance.
After-service health insurance in this table includes liability for the after-service health
insurance component of the Medical Insurance Plan. Refer to table A.1 below for the
breakdown between after-service health insurance applying to international Professional
staff and Headquarters-appointed General Service staff, and the Medical Insurance Plan
component of after-service health insurance applying to locally recruited General Service
staff and National Professional Officers.

A. Defined benefit plans

1.  UNICEF offers to its employees and former employees an after-service health
insurance plan that provides worldwide coverage for the health-related expenses of
eligible former staff members and their dependants. Related liability represents the
present value of the share of UNICEF medical insurance costs for retirees and post-
retirement benefits accrued to date by active staff. It comprises three main
arrangements: United States-based insurance plans, Switzerland-based insurance
plans and the Medical Insurance Plan.

2. The Medical Insurance Plan is a health and dental insurance scheme operated
by UNICEF for the benefit of its locally recruited active staff members (both in the
General Service and the National Professional Officer categories). The after-service
health insurance component of the Medical Insurance Plan is for former locally
recruited staff members (and their eligible family members) serving or residing at
designated duty stations away from headquarters locations as well as certain staff in
the UNICEF Global Shared Services Centre.

3.  The after-service health insurance Medical Insurance Plan is presented with the
after-service health insurance liability in the first table to this note. For further
transparency, the Medical Insurance Plan portion of the liability is presented
separately from the after-service health insurance liability in the tables below.

4.  Other end-of-service entitlements comprise repatriation expenses, which
include grant, travel and shipping costs.

5. The death benefit is a post-employment defined benefit plan. The obligation to
provide this entitlement is generated when eligible employees report for service. The
payment is made upon the death of an employee who leaves behind a surviving spouse
or a dependent child.

6. Defined benefit plans are appraised using an actuarial valuation method;
additional details on the valuation of the plans are provided below. The movement in
the present value of the defined benefit obligation for each of the defined benefit
plans, as provided in the table below, is included in the year-end employee benefit
liability.
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Table A.1
Movement in the value of the defined benefit obligation
(Thousands of United States dollars)
After-service Medical End-of-
health Insurance service Death Workers’

Defined benefit obligation insurance Plan  entitlements benefit compensation 2024 total 2023 total
Balance as at 1 January 831953 301 353 146 644 5222 15062 1300234 1453400
Current service cost 30 246 14 382 10 652 231 1556 57 067 56 941
Interest cost on benefit obligation 36 443 15075 6 827 245 681 59271 70 419
Actuarial (gains)/losses on benefit obligation (5912) (15769) 517 (204) (481) (21 849) (249613)
Benefits paid (net of participant contributions) (15 553) (4195) (15758) (540) 912)  (36958) (30913)

Balance as at 31 December 877 177 310 846 148 882 4 954 15906 1357765 1300234
Table A.2
Defined benefit obligation: active and retired staff
(Thousands of United States dollars)

After-service End-of-
health service Workers’

UNICEF contributions insurance® entitlements ~ Death benefit ~ compensation 2024 total 2023 total
Current retirees 519 105 - - - 519 105 506 071
Active employees — fully eligible 267 326 74 761 4954 15 906 362 947 344 388
Active employees — not yet eligible 401 592 74 121 - - 475713 449 775

Balance as at 31 December 1188 023 148 882 4954 15 906 1357 765 1300 234

@ After-service health insurance in this table includes liability for the Medical Insurance Plan.

Table A.3

Contributions from the United Nations Children’s Fund for each of the contributory defined benefit plans

(Thousands of United States dollars)

UNICEF contributions After-service health insurance Medical Insurance Plan  End-of-service and death benefit Total
2024 actual contributions 49 893 34433 48 792 133 118
2023 actual contributions 46 738 81 439 45 427 173 604
Table A.4

Contributions from plan participants for each of the contributory defined benefit plans

(Thousands of United States dollars)

Participant contributions After-service health insurance Medical Insurance Plan End-of-service and death benefit Total
2024 actual contributions n/a 8 831 n/a 8 831
2023 actual contributions n/a 10 579 n/a 10 579

7.  The value of the defined benefit obligation equals the defined benefit liability
that is recognized in the statement of financial position since any assets set aside by
UNICEF to fund those benefits do not qualify as plan assets under IPSAS 39,
Employee benefits, because such assets are not held in a trust that is legally separate
from the reporting entity, which exists solely to pay or fund employee benefits.
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UNICEF earmarks funds to reserves for each of the defined benefit plans below (see
table A.7 for details).

Table A.5
Defined benefit plan costs as recognized in the statement of financial performance
(Thousands of United States dollars)

After-service Medical
health Insurance End-of- Workers’
insurance Plan service  Death benefit compensation 2024 2023
Current service cost 30 246 14 382 10 652 231 1556 57 067 56 941
Interest cost on benefit obligation 36 443 15075 6 827 245 681 59 271 70 419
Total expenses 66 689 29 457 17 479 476 2237 116 338 127 360

Table A.6
Actuarial (gains)/losses recognized directly in net assets
(Thousands of United States dollars)

After-service Medical

Actuarial (gains)/losses on health Insurance End-of- Workers’
benefit obligation insurance Plan service  Death benefit compensation 2024 2023
Due to changes in financial
assumptions (5912) (15 769) (6 528) (204) 971) (29 384) (129 321)
Due to changes in demographic
assumptions - - - - - - (35 176)
Due to experience adjustments - - 7 045 - 490 7535 (85 116)

Total current period (5912) (15 769) 517 (204) (481) (21 849) (249 613)

8.  The Task Force on Accounting Standards authorized the use of mortality tables
in the same manner as the 2017 United Nations Joint Staff Pension Fund tables but
weighted by headcount rather than by annuity size. It was agreed that headcount-
weighted tables may be a suitable refinement in the estimate for use in after-service
health insurance, given that the benefits are more closely aligned with a per capita
formula. The Pension Fund mortality assumptions were formally reviewed in 2023.
In 2023, the improvement period for the longevity improvement scales was reset to
20 years, with the effect of mortality improvement up to 2043. For the 31 December
2024 valuation, following the guidance provided by the Task Force, the base rates
will remain the same and the projection scales will not change. The base mortality
tables are expected to be used until at least 2027, when the next full mortality study
is expected to be undertaken by the Pension Fund. For the valuation of after-service
health insurance and Medical Insurance Plan liabilities, the improvement period is
also extended to 2043.

9.  There have been no changes to assumptions for withdrawal rates or disability
rates. The probability of retiring remains at 100 per cent from 65 years old and above,
to reflect the United Nations mandatory age of separation of 65 years old, as in 2023.

10. Market-based inflation rates are provided for the eurozone and the United States
of America. For Switzerland, the inflation rates are based on published Consensus
Economics data (Consensus Forecasts). Separate inflation rates are used for the
eurozone, Switzerland and the United States.
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11. Separate ultimate medical trends are used for the eurozone, Switzerland and the
United States. These medical trend rates factor in long-term inflation, real per capita
gross domestic product (GDP) growth and the expected increase in costs in the
medical sector. These rates are ultimate after a long-term trend period of 5 to 15 years.

12. UNICEF funds its liabilities for the defined benefit plans, including after-
service health insurance, that it offers to its employees through the use of reserves.
Reserves, like other savings plans, are mechanisms for earmarking funds for future
expenses of a designated nature. The unfunded amount of the after-service health
insurance reserve and reserves for other defined benefit plans fluctuate based on
actuarial gains and losses, as the liability is highly sensitive to the key actuarial
assumptions, namely, discount rate, medical trend rate, life expectancy and length of
service.

13. The funding deficit for the aggregate of the defined benefit plans and other
liabilities is presented in table A.7 and in note 19, Net assets. The table includes
liabilities and earmarked funds for actuarially determined defined benefit plans
(e.g. after-service health insurance, end-of-service entitlements, the Medical
Insurance Plan and death benefits) and for other liabilities.

Table A.7
Funding of liabilities
(Thousands of United States dollars)

2024

2023

Actuarial liabilities recognized in the statement of financial position 1357 765
Other liabilities and provisions recognized in the statement of financial position 183 174

Funding (1325 498)

1 300 234
173 755
(1213 789)

Funding deficit (215 441)

(260 200)

14. Effective 2016, UNICEF moved some of the after-service health insurance
funds it had held to an external fund manager in conjunction with other United
Nations agencies (see note 10, Investments).

Actuarial valuation

15. The financial health of the defined benefit plans is measured by actuarial
valuations.

16. UNICEEF carries out a full actuarial valuation on a biennial basis, with the last
full valuation carried out as at 31 December 2023. That valuation was carried out on
a roll-forward basis; therefore, no updates were made to the census data. The next
formal full valuation is expected to take place as at 31 December 2025. Due to the
small population of staff under review, workers’ compensation census data are
submitted and actuarial valuation results are updated annually.

17. Another factor affecting the actuarial valuation is the contributions made by
plan participants. Those contributions, identified in table A.1 as “(net of participant
contributions)”, are deducted from the obligation to determine the residual obligation
borne by UNICEF. Retirees and active staff members participate in the same
healthcare plans. Their collective contributions are offset against the total cost of
providing healthcare in accordance with the cost-sharing ratios approved by the
General Assembly.
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Actuarial assumptions

18. The two key assumptions used by the actuary to determine defined benefit
liabilities are the discount rate and, for after-service health insurance, the healthcare
cost-trend rate. These assumptions must be based on the same underlying inflation
assumption.

19. Inflation rate. The inflation rate is an economic indicator that measures the rate
of increase of a price index. Under IPSAS 39: Employee benefits, assumptions such
as the discount rate and the healthcare cost trend should be based on the same
underlying inflation assumption. An inflation assumption rate of 2.50 per cent was
used for the 31 December 2024 valuation (2023: 2.30 per cent). This inflation
assumption rate is used as a proxy for the long-term inflation expectations over the
next 20 years, which is consistent with the expected duration of the obligations.

20. Discount rate. The discount rate should reflect the time value of money and the
estimated timing of future benefit payments. In accordance with IPSAS 39: Employee
benefits, the discount rate used to determine the defined benefit obligations should be
based on market rates for high-quality corporate bonds that match the currency and
estimated term of the obligations. The United Nations has used the yield curves issued
by Aon Hewitt for the United States (dollar), the eurozone (euro) and Switzerland
(Swiss franc) for determining the discount rate for the actuarially valued defined
benefit plans.

21. Based on the analysis for 2024, the single weighted discount rate is 5.30 per
cent as at 31 December 2024 (2023: 4.71 per cent), and a discount rate, rounding to
the nearest 25 basis points, would equal 5.25 per cent (2023: 4.75 per cent).

22. Per capita claim costs and healthcare cost trends. Per capita claims costs are
based on actual claims and the demographic experience of participants. Per capita
costs for each experience period are adjusted to an incurred basis and trended to the
date of update using medical inflation assumption. This adjustment helps to ensure
that the costs are current and reflect the actual incurred expense of medical claims.
The estimation of medical inflation assumptions is harmonized across United Nations
agencies and incorporates long-term inflation, real per capita GDP growth and an
expected cost increase within the medical sector.

23. Rate of compensation increase. The rate of compensation increase used for
defined benefit obligations represents a long-term assumption and includes
components for inflation, productivity increases and merit and promotion
adjustments.

24. Future mortality assumptions. Assumptions regarding future mortality are
based on actuarial advice in accordance with published statistics in the form of
mortality tables.

25. After-service health insurance participation and election assumption. It is
assumed that 95 per cent of future retirees who are expected to meet the eligibility
requirements for after-service health insurance benefits will participate in the plan in
retirement, and that 80 per cent of future male retirees and 50 per cent of future female
retirees will be married at the time of retirement and will elect to cover their spouse
under the same medical arrangement that they have elected. The medical claims cost
assumption was calculated based on actual claims and enrolment experience for
calendar years 2017, 2019, 2021 and 2023 provided by the various third-party
administrators.

26. The impact of inflation in the current economic environment leads to additional
uncertainty, notably around whether the current rate of inflation is transitory or if
there is a potential for a persistently high inflation period. The estimates relied upon
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for the cost-of-living adjustments and discount rates are influenced by inflation
expectations. The effects of inflation on the estimates have not been modelled, but
the sensitivity tests on cost-of-living adjustments and discount rates provide some
insight on potential impacts related to changes in inflation.

Table B.1
Principal actuarial assumptions

2024 (percentage) 2023 (percentage)

Discount rate

Rate at 1 January 4.71 4.91
Rate at 31 December 5.30 4.71
Rate of inflation 2.50 2.30
Expected rate of medical cost increase
Medical inside the United States®® 8.85 7.40
2032 and onward medical inside the United States® 3.85 3.65
United States dental® 6.80 7.80
2032 and onward United States dental® 3.85 3.65
United States non-medical 9.00 8.00
2032 and onward United States non-medical 3.85 3.65
Non-United States — Switzerland 6.00 8.00
2032 and onward non-United States — Switzerland 2.15 2.35
Non-United States — eurozone 6.90 7.70
2034 and onward non-United States — eurozone 3.75 3.95
Expected rate of salary increases (declining from age 20 to age 65) 9.17-4.07 9.17-4.07

¢ United States Medicare (United States non-Medicare is slightly higher).
b Rates for the following respective year.
¢ For 2024, rate extended to 2032 (2023: rate extended to 2031).

Table B.2
Current rates of death underlying the values of United Nations Children’s Fund liabilities
(Thousands of United States dollars)

2024 2023
Rate of death: pre-retirement At age 20 At age 65 At age 20 At age 65
Male 0.00062 0.00495 0.00062 0.00495
Female 0.00034 0.00263 0.00034 0.00263
Rate of death: post-retirement At age 20 At age 70 At age 20 At age 70
Male 0.00062 0.01113 0.00062 0.01113
Female 0.00035 0.00570 0.00035 0.00570
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Table B.3
Average rates of retirement for Professional staff with 30 or more years of service

2024 2023
Rate of retirement At age 55 At age 62 At age 55 At age 62
Male 0.05 0.65 0.05 0.65
Female 0.05 0.65 0.05 0.65

Table B.4

Potential impact of changes in key assumptions used in measuring defined benefit obligations
and benefit costs

(Thousands of United States dollars)

After-service End-of- Death Workers’
health insurance service  Medical Insurance Plan benefit compensation
Sensitivity of assumptions (impact on) Obligation Expense  Obligation  Obligation Expense  Obligation Obligation
Discount rate
Impact of: 0.5 per cent increase (79 854) - (5086) (28515) - (146) (782)
Impact of: 0.5 per cent decrease 92 138 - 5506 32752 - 154 953
Healthcare cost trend rates
Impact of: 0.5 per cent increase 98 830 10017 - 35402 4016 - -
Impact of: 0.5 per cent decrease (86 067) (8276) - (30913) (3517) - -

Sensitivity analysis

27. Table B.4 outlines the potential impact of changes in certain key assumptions
used in measuring defined benefit obligations and benefit costs. The sensitivity
analysis contained in the table is hypothetical and should be used with caution. If the
assumptions about the discount rate, the healthcare cost and cost-of-living adjustment
trends described above were to change, this would have an impact on the
measurement of the obligation and expense, as shown in the table. The healthcare cost
trend rate assumption was designed to reflect the current short-term expectations of
the after-service health insurance plan cost increases and economic environment. It
has been updated for the 31 December 2024 valuations, with Aon Hewitt long-term
assumptions for the different currencies provided by the United Nations.

28. The above sensitivity analyses are based on a change in one assumption while
holding all other assumptions constant. In practice, this is unlikely to occur as changes
in some of the assumptions may be correlated. When calculating the sensitivity of the
defined benefit obligation to significant assumptions, the same method has been
applied as when calculating the pension liability recognized in the statement of
financial position.

Plan duration and projected benefit payment

29. The average duration of after-service health insurance (including the Medical
Insurance Plan), end-of-service entitlements, death benefit and workers’
compensation is, respectively, 21 years, 7 years, 6 years and 16 years.
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Table B.5
Estimated benefit payments net of participant contributions for the next 10 years
(Thousands of United States dollars)

2025 2026 2027 2028 2029 2030-2033 Total

After-service health insurance” 22 680 25853 29 236 32 827 36 374 163 357 310 327

End-of-service entitlements 14 333 13 418 12 499 11 835 11 527 40 114 103 726
Death benefit 509 487 469 454 440 821 3180
Workers’ compensation 1020 1014 1 008 1 000 991 4761 9 794

Total 38542 40 772 43 212 46 116 49 332 209 053 427 027

¢ Includes liability for the Medical Insurance Plan.

C. Multi-employer pension plans
30. UNICEF recognizes the following categories of employee benefits:

(a) Short-term employee benefits due to be settled within 12 months after the
end of the accounting period in which employees render the related service;

(b) Post-employment benefits;
(c) Other long-term employee benefits;
(d) Termination benefits.

31. UNICEF is a member organization participating in the United Nations Joint
Staff Pension Fund, which was established by the General Assembly to provide
retirement, death, disability and related benefits to employees. The Fund is a funded,
multi-employer defined benefit plan. As specified in article 3 (b) of the Regulations
of the Pension Fund, membership in the Fund shall be open to the specialized agencies
and to any other international, intergovernmental organization which participates in
the common system of salaries, allowances and other conditions of service of the
United Nations and the specialized agencies.

32. The Fund exposes participating organizations to actuarial risks associated with
the current and former employees of other organizations participating in the Fund,
with the result that there is no consistent and reliable basis for allocating the
obligation, plan assets and costs to individual organizations participating in the Fund.
UNICEF and the Fund, in line with the other participating organizations in the Fund,
are not in a position to identify the proportionate share of UNICEF of the defined
benefit obligation, the plan assets and the costs associated with the plan with
sufficient reliability for accounting purposes. Hence, UNICEF has treated this plan
as if it were a defined contribution plan in line with the requirements of IPSAS 39:
Employee benefits. UNICEF contributions to the Fund during the financial period are
recognized as expenses in the statement of financial performance.

33. The Regulations of the Pension Fund state that the Pension Board shall have an
actuarial valuation made of the Fund at least once every three years by the Fund’s
consulting actuary. The practice of the Pension Board has usually been to carry out
an actuarial valuation every two years. The primary purpose of the valuation is to
determine whether the current and estimated future assets of the Fund will be
sufficient to meet its liabilities in perpetuity. The Fund’s published funding policy,
available on the Fund’s website, sets out the methods, processes and targets that are
used to monitor the funding position and associated risks. This also includes the
practice of utilizing an actuarial value of assets, which smooths short-term investment
gains and losses for the purpose of reporting long-term solvency.
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34. The financial obligation of UNICEF to the Fund consists of its mandated
contribution, at the rate established by the General Assembly (currently at 7.9 per cent
of pensionable remuneration for participants and 15.8 per cent for member
organizations), together with any share of any actuarial deficiency payments under
article 26 of the Regulations of the Pension Fund. Such deficiency payments are only
payable if and when the Assembly has invoked the provision of article 26, following
determination that there is a requirement for deficiency payments based on an
assessment of the actuarial sufficiency of the Fund as at the valuation date. Each
member organization shall contribute to this deficiency an amount proportionate to
the total contributions which each paid during the three years preceding the valuation
date. It has never been necessary to invoke article 26, and no deficiency payments
have ever been requested.

35. The latest actuarial valuation for the Fund was completed as at 31 December
2023. A roll forward of the participation data as at 31 December 2023 to 31 December
2024 will be used by the Fund for the purpose of reporting an actuarial present value
of accumulated plan benefits in its 2024 financial statements.

36. The actuarial valuation as at 31 December 2023 resulted in a funded ratio of
actuarial assets to actuarial liabilities of 111.0 per cent (117.0 per cent in the 2021
valuation), when future expected pension adjustments (cost-of-living indexation on
benefits) were taken into account. The reported funded ratio was 152.0 per cent
(158.2 per cent in the 2021 valuation) when the current system of pension adjustments
was not taken into account and would be the measure by which actuarial sufficiency
is established under article 26.

37. After assessing the actuarial sufficiency of the Fund, the consulting actuary
concluded that there was no requirement, as at 31 December 2023, for deficiency
payments under article 26 of the Regulations of the Fund as the actuarial value of
assets exceeded the actuarial value of all accrued liabilities under the plan. At the time
of reporting, the General Assembly has not invoked the provision of article 26.

38. Should article 26 be invoked owing to an actuarial deficiency, either during the
ongoing operation or due to the termination of the Fund, deficiency payments required
from each member organization would be based upon the proportion of that member
organization’s contributions to the total contributions paid to the Fund during the
three years preceding the valuation date. Total contributions paid to the Fund during
the preceding three years (2021, 2022 and 2023) amounted to $9,499.41 million, of
which 12.32 per cent was contributed by UNICEF.

39. During 2024, contributions paid to the Fund amounted to $427.49 million (2023:
$390.63 million). Expected contributions due in 2025 are approximately
$464.41 million.

40. Membership of the Fund may be terminated by decision of the General
Assembly, upon the affirmative recommendation of the Pension Board. A
proportionate share of the total assets of the Fund at the date of termination shall be
paid to the former member organization for the exclusive benefit of its staff who were
participants in the Fund at that date, pursuant to an arrangement mutually agreed
between the organization and the Fund. The amount is determined by the Pension
Board based on an actuarial valuation of the assets and liabilities of the Fund on the
date of termination; no part of the assets that are in excess of the liabilities are
included in the amount.

41. The Board of Auditors carries out an annual audit of the Fund and reports to the
Pension Board and to the General Assembly on the audit every year. The Fund
provides weekly information on its investments, which can be viewed on its website
(www.unjspf.org).
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Table C.1
Contributions to the United Nations Joint Staff Pension Fund
(Thousands of United States dollars)

2024 2023
UNICEF contributions 283 677 259 241
Participants’ contributions 143 808 131 389
Total contributions 427 485 390 630
Note 18
Provisions
(Thousands of United States dollars)
Returns of unused funds Write-downs Total
Balance as at 1 January 2024 34 838 14 738 49 576
Increase in provision 12 023 14 569 26 592
Utilization or release of provision (7 541) (1076) (8617)
Balance as at 31 December 2024 39 320 28 231 67 551

1.  Provisions for unused funds to be returned to donors are estimated for all
projects where the related grants have a return clause and in which the contribution
agreements require the return of unused funds.

2. Awrite-down provision is estimated for donors where past experience indicates
that the donor contribution has previously been reduced at the grant expiration date.
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Note 19
Net assets

(Thousands of United States dollars)

Undesignated resources

Designated resources

Unfunded
Programme- Other employee Investments Revolving Total
related regular unearmarked benefits revaluation funds and unearmarked Earmarked
resources regular resources entitlements reserve  other reserves resources resources Trust funds — Total net assets
Balance as at 31 December 2022 848 666 644 661 (368 201) (253 106) 135144 1007 164 11 221 389 132 874 12 361 427
Adjustment on adoption of IPSAS 41:
Financial instruments - (31 064) - 31 064 - - - - -
Surplus/(deficit) 276 319 222 788 (108 465) - - 390 642 (346 219) 6 832 51255
Actuarial gains - - 249 613 - - 249 613 - - 249 613
Changes in fair value of financial
assets at fair value through net assets - - - 130 767 - 130 767 - - 130 767
Utilization of reserve - 103 583 (64 548) - (39 035) - - - -
Resource allocations and transfers (419 310) 145 332 204 517 - 69 461 - - - -
Balance as at 31 December 2023 705 675 1085300 (87 084) (91 275) 165 570 1778186 10875170 139 706 12 793 062
Surplus/(deficit) 129 387 5455 (59 340) - - 75502 61 222 (8 748) 127 976
Actuarial gains - - 21 849 - - 21 849 - - 21 849
Changes in fair value of financial
assets at fair value through net assets - - - 68 685 - 68 685 - - 68 685
Utilization of reserve - 129 710 (77 768) - (51 942) - - - -
Resource allocations and transfers (102 276) (146 689) 170 076 - 78 889 - - - -
Balance as at 31 December 2024 732 786 1073776 (32 267) (22 590) 192 517 1944222 10936 392 130 958 13 011 572

€PPV/S/08/V

(ponunuoo) SHUIWIIE)S [BIIURUL HT()T Y} 0} SIJON

puny s .udIpIYD SUonEN pajun



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

A.

Undesignated resources

1.  Undesignated resources comprise the programme-related regular resources and
other unearmarked regular resources, after the funding deficit for the after-service
health insurance and employee benefits fund.

2. Programme-related regular resources represent net assets allocated for country
programme implementation. As at 31 December 2024, these resources amounted to
$732.79 million (2023: $705.68 million), including $350.09 million (2023:
$535.02 million) in contributions receivable. The remaining balance primarily
consists of resources designated for expensing inventory balances and outstanding
sector-wide approach modality advances.

3. Other unearmarked regular resources represent net assets available for the
institutional budget and global and regional interventions. These resources also
include cash and cash equivalents and investments, a portion of which may be
available for programmatic use under UNICEF resource allocation and distribution
models. As at 31 December 2024, the other unearmarked resources of
$1,073.78 million (2023: $1,085.30 million) also included resources required to cover
future property and equipment depreciation charges of $184.06 million (2023:
$179.76 million) and thus not available for programmatic activities. As at
31 December 2024, the open commitments in respect of programming activities
amounted to $326.90 million (2023: $285.10 million).

4.  Unfunded employee benefits entitlements reflect the funding deficit for after-
service health insurance net of other post-employment benefits and long-term
employee benefits as at the reporting date. The deficit represents the difference
between the post-employment benefits liability and after-service health insurance
reserves (see note 17, Employee benefits liabilities). The unfunded liability decreases
the other unearmarked regular resources that would otherwise be available.

Designated resources

5.  Designated resources are regular resources that have been internally earmarked
by management for specific purposes and are therefore not available for general
programming. These resources also include reserves established in accordance with
the UNICEF Financial Regulations and Rules or Executive Board decisions. In
addition, they encompass funds accumulated from the revaluation of financial assets.

6.  Revolving funds are funds that have been approved by the Executive Board to be
set aside from regular resources for specific purposes for the country offices to use
temporarily. The offices will replenish the revolving funds in accordance with procedures
specific to each fund. These funds remain part of the regular resources-related net assets
and can be used as part of regular resources if needed. The revolving funds include:

(a) Working capital fund. The purpose of the fund is to address the funding gaps
for UNICEF country cooperation programmes while fundraising pipelines mature and
to allow programmatic activities to commence without loss of implementation time. It
is funded from a portion of treasury earnings. Transfers to the fund of $48.18 million
included repayments of $4.62 million, while utilization of the fund amounted to
$10.56 million. The fund had a balance of $94.64 million (2023: $57.02 million);

(b) Capital assets fund. The fund has approved transfers from regular
resources to facilitate the renovation and future purchases of capital assets such as
office buildings and staff housing in the field. As at 31 December 2024, the fund had
a balance of $1.83 million (2023: $1.23 million);

(c) Dynamo fund. The fund was established as a revolving fund to provide
sustainable financial capacity for investment in private sector fundraising. The fund
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provides an additional and more predictable source of investment for fundraising
growth in country and regional markets. In 2024, $30.00 million (2023: $38.7 million)
was transferred to the fund to be used for country offices’ fundraising activities, as
approved by the Executive Board. The repayments to the fund amounted to
$6.43 million, while the utilization of the fund amounted to $41.25 million. As at
31 December 2024, the fund had a balance of $27.32 million (2023: $32.13 million).

7. Other reserves consist of two Board-approved procurement and insurance reserves,
as well as funds that relate to procurement services-related trust fund activities that are not
available for UNICEF use. The Executive Board approved the establishment of a reserve
for procurement services of $2 million to absorb possible future shortfalls. The reserve
was funded by the surplus of handling fees charged for each procurement request against
staff and related expenses charged against such fees by the Supply Division. An insurance
reserve of $0.11 million was established to absorb losses of UNICEF programme supplies
and equipment not covered by commercial insurance. UNICEF management decided from
2021 to set aside funds related to procurement services activities given that they are not
available for use in UNICEF general programmatic activities. As at December 2024, these
resources amounted to $66.62 million (2023: $73.08 million).

Earmarked resources

8.  Earmarked resources comprise the net assets of other resources — regular and other
resources — emergency (see also note 36, Segment information). As at 31 December
2024, the total earmarked resources amounted to $10.94 billion. This includes
$4.66 billion from voluntary contributions receivable, representing revenue from donor
agreements that have been signed but for which the funds have not yet been received for
programme implementation. As at 31 December 2024, the open commitments in respect
of programming activities amounted to $1.79 billion (2023: $1.07 billion).

Note 20
Revenue from voluntary contributions
Voluntary contributions

(Thousands of United States dollars)

2024 2023
Public sector contributions
Governments and intergovernmental agencies 5445 801 5411 815
Inter-organizational arrangements 982 561 1036 738
Total public sector contributions 6428 362 6 448 553
Private sector contributions
National Committees 1469 390 1621 099
Country office private sector fundraising 268 988 448 270
Total private sector contributions 1738 378 2 069 369
Total voluntary contributions 8166 740 8517 922
Refunds, provision for returns to donors of unused contributions and write-downs (37 493) (23 525)
Total voluntary contributions 8129 247 8 494 397
1. Revenue includes $3.73 billion (2023: $3.77 billion) of multi-year contributions
where programme implementation is expected over a period of more than two years.
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National Committees

2. Total contributions received by the National Committees during the year, excluding
proceeds from licensing cards and products, amounted to $1.88 billion (2023:
$2.09 billion). Of that amount, $508.72 million (2023: $518.62 million) was retained by
the National Committees to cover the costs of fundraising, advocacy and management
and administration activities or as reserves (see Note 34, Related parties, for additional
information on the relationship between UNICEF and the National Committees).

Country office private sector fundraising

3. Included within country office private sector fundraising are voluntary cash
contributions from individuals.

4.  UNICEF is investing in fundraising activities in emerging market countries to expand
the base for raising core funding for UNICEF. Proceeds from the $50 million forward flow
arrangement with the World Bank have been invested in fundraising activities. Since the
inception of that arrangement, the country offices have raised $539.50 million (2023:
$382.50 million) of cumulative unearmarked pledge revenue from private individuals.

In-kind contributions

5.  Total contributions also included the cash portion of in-kind contributions to
fund cost recovery, amounting to $35.83 million (2023: $6.63 million). Major types
of goods received include ready-to-use therapeutic food, vitamins, resilience supplies
and transportation of supplies. In-kind contributions also include right-to-use
property, such as office and warehouse space provided by host Governments free of
charge, valued at $28.35 million (2023: $28.85 million), with the corresponding
expense included within “rental and leasing” in note 26, Occupancy and related costs.

6. UNICEF also accepts contributions in cryptocurrencies for the purpose of
funding the programmatic implementation activities of the UNICEF innovation fund
team. There were no contributions in 2024 (2023: $0.57 million). Related expenses
are included in note 23, Cash assistance and transfer of programme supplies.

7. In-kind services are also provided free by other parties to UNICEF offices in
fulfilling the organization’s mandate. Services in-kind received by UNICEF during
2024 include free warehousing, technology, communication and volunteer services.

Classification of voluntary contributions

(Thousands of United States dollars)

2024 2023

Unearmarked voluntary contributions
Regular resources — programme 1104 123 1211493
Foreign exchange gains/(losses) (23 699) 18 156
Total regular resources — programme 1 080 424 1229 649
Regular resources — non-programme 141 379 123 621
Foreign exchange gains 5 32
Total regular resources — non-programme 141 384 123 653
Total regular resources 1221 808 1353 302
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2024 2023

Earmarked voluntary contributions

Other resources — regular 4 482 147 4 535956

Foreign exchange gains/(losses) (72 729) 39 246
Total other resources — regular 4409 418 4 575202

Other resources — emergency 2514 680 2562370

Foreign exchange gains/(losses) (16 659) 3523
Total other resources — emergency 2 498 021 2 565 893
Total other resources 6907 439 7 141 095
Total voluntary contributions 8129 247 8 494 397

Restrictions

8.  Restrictions in voluntary contribution agreements are stipulations that require

UNICEF to use the funding (or contribution in kind) in a specific manner or for a
specific purpose. UNICEF financial policies require UNICEF to classify revenue
taking into account any restrictions. Revenue from voluntary contributions is
classified as either:

(a) Unrestricted voluntary contributions, which are free from the restrictions
of donors (regular resources);

(b) Other resources (other resources — regular or other resources —
emergency), which are earmarked voluntary contributions to programmes and are
made for a specific purpose such as a specific emergency response, a specific
UNICEF Humanitarian Action for Children appeal or a specific programme in a
country or region.

9. Note 36, Segment information, provides more information on the regular
resources and other resources classifications and sets outs the amount of assets
recognized that are subject to restrictions by disaggregating assets and voluntary
contributions revenue between regular resources and other resources.

Note 21
Other revenue

(Thousands of United States dollars)

2024 2023

Procurement services handling fees 64 494 71 452
Warehouse goods transfers revenue (see note 27) 27016 24 480
Miscellaneous revenue 42 389 42 685
Licensing revenue 1 689 2 081
Total other revenue 135 588 140 698

1. UNICEF undertakes procurement services for Governments, NGOs, United
Nations agencies and other international organizations and foundations and
recognizes revenue relating to handling fees for these services.
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2. Warehouse goods transfers revenue relates to reimbursement of direct sales of
goods to third parties. The corresponding expense related to such arrangements is
included in note 27, Other expenses.

3. Through the licensing of the UNICEF brand, UNICEF generates additional
funds for cooperation programmes in developing countries. Proceeds from licensing
are accrued on the basis of revenue and expenditure reports received at year end.

Note 22
Investment revenue

(Thousands of United States dollars)

2024 2023

Investment revenue from internally managed investments 330998 284 336
Investment revenue from externally managed investments 15775 12 692
Total investment revenue 346 773 297 028

1.  UNICEF generates investment revenue from term deposits and money market
demand deposits, certificates of deposits, fixed-income securities, equities and bank
accounts.

2. Investment revenue excludes net fair value gains on financial instruments
recognized in the statement of financial performance and presented in note 28, Net
gains and losses, amounting to $59.50 million (2023: $71.81 million). In addition,
internally managed financial assets classified at fair value through net assets have net
gains of $68.68 million (2023: $130.77 million), as presented in note 19, Net assets.

Note 23
Cash assistance and transfer of programme supplies

(Thousands of United States dollars)

2024 2023
Cash assistance
Transfer of cash to implementing partners 2 438 708 2 891 892
Transfer of cash to beneficiaries directly by UNICEF 555584 366 093
Co-funding activities 67 395 77012
Jointly financed activities 14 325 31424
Subtotal 3076 012 3366 421
Movement in accrual (10 577) (12 317)
Total cash assistance 3 065 435 3354104
Programme supplies
Transfer of programme supplies 1 446 800 1 807 858
Total transfer of programme supplies 1446 800 1 807 858
Total cash assistance and transfer of programme supplies 4 512 235 5161962

1. Movement in accrual represents adjusted expenses at year end to account for
implementing partners that have incurred valid expenses where the reports have been
submitted by the reporting date but for which UNICEF has not yet processed the reports.
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2. The regional split of expenses relating to cash assistance and transfer of
programme supplies is reflected in note 36, Segment information.

Note 24
Employee benefits

(Thousands of United States dollars)

2024 2023
Salaries and wages 1261 864 1169 859
Contribution to the United Nations Joint Staff Pension Fund 283 677 259 241
After-service health insurance expenses 65 044 60 730
Other post-employment employee benefits 15 863 17 935
Other long-term employee benefits 48 206 29 475
Other personnel expenses 398 086 402 796
Total employee benefits 2072740 1940 036
Note 25
Programme-related expert services
(Thousands of United States dollars)
2024 2023
Programme-related expert services 577 862 573 264
Total programme-related expert services 577 862 573 264
1.  Programme-related expert services are activities such as performing research

studies, surveys, evaluations, assessments, technical support in specific programme
areas and other programmatic services, conducted by third-party providers in
implementation of UNICEF programmes.

Note 26
Occupancy and related costs

(Thousands of United States dollars)

2024 2023

Supplies and consumables 78 645 100 513
Rent and utilities 161 994 142 535
United Nations common services 12 622 32427
Repairs and maintenance 53 439 56 820
Information, communications and technology 83 454 74 260
Professional fees 129 234 126 008
Insurance 13 350 10 335
Total occupancy and related costs 532 738 542 898

118/150 25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

Note 27
Other expenses

Non-employee compensation

(Thousands of United States dollars)

2024 2023
Individual and corporate consultants 145 039 146 222
United Nations Volunteers and interns 44 720 27514
Total non-employee compensation 189 759 173 736
Warehouse and related overhead costs
(Thousands of United States dollars)
2024 2023
Procurement services cost of goods (note 21) 27016 24 538
Other warehouse and logistical services 53 590 71 802
Total warehouse and related overhead costs 80 606 96 340
General expenses
(Thousands of United States dollars)
2024 2023
Impairment and write-downs (net of reversals) 26 517 55111
Write-offs 27997 6022
Travel 181 401 178 959
Advertising, promotion and media services 51982 51019
Distribution expenses 26972 30 511
Miscellaneous expenses 63 703 61 034
Total general expenses 378 572 382 656
Finance costs
(Thousands of United States dollars)
2024 2023
Finance lease obligations 855 1159
Finance cost on forward flow arrangement 955 955
Total finance costs 1810 2114
Total other expenses 650 747 654 846
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Note 28
Net gains and losses

A. Net gains and losses

(Thousands of United States dollars)

2024 2023

Net foreign exchange (losses)/gains (31 665) 82 226
Net fair value gains on investments 59 501 71 813
Net gains on sale of property and equipment 3247 1755
Total net gains 31083 155 794

1. Included in net fair value gains on investments are fair value gains of
$7.81 million (2023: $68.41 million) for externally managed financial instruments.

B. Net foreign exchange gains and losses

(Thousands of United States dollars)

Unrealized Realized 2024 2023

Gains 4517 28 092 32 609 112 377
Losses (50 629) (13 645) (64 274) (30 151)
Total net (losses)/gains (46 112) 14 447 (31 665) 82 226

2. Voluntary contributions revenue in note 20, Revenue from voluntary
contributions, includes realized foreign exchange losses of $21.41 million (2023:
losses of $31.86 million) and unrealized losses of $91.67 million (2023: gains of
$92.81 million).

Note 29
Financial instruments

1. UNICEF has exposure to the following risks from its use of financial
instruments: credit risk, liquidity risk and market risk. The present note contains
information about the organization’s exposure to each of the above risks, its
objectives, policies and processes for measuring and managing risk and its
management of capital. Further quantitative disclosures are included throughout the
financial statements.

2. The following tables detail the value of financial assets and financial liabilities
by class of instrument and by category, as defined in the accounting policies.
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A. Financial assets as at 31 December
(Thousands of United States dollars)
Fair value Fair value Total Total
Amortized  through net through carrying
Financial assets cost assets surplus/deficit value 2024 2023
Cash and cash equivalents (note 6) 778 975 - - 778 975 778 975 1112 057
Investments (note 10)
Term deposits — 1451919 — 1451919 1451919 1370764
Traded bonds - 6216314 283749 6500063 6500063 6263536
Certificates of deposit - 339769 - 339 769 339 769 516 861
Equities - - 430 880 430 880 430 880 385 168
Forward exchange and other derivative
contracts in gain - - 126 059 126 059 126 059 148 393
Receivables and other financial assets
Contributions receivable (note 7) 5008 758 - — 5008758 5008758 4813407
Procurement services-related assets
(note 11) 829 540 - - 829 540 829 540 704 842
Other financial assets (note 12) 40 594 - - 40 594 40 594 45 284
Total financial assets 6 657 867 8 008 002 840 688 15506 557 15506 557 15360 312
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3.  The carrying value of financial assets and financial liabilities is considered to

be a reasonable approximation of fair value.

Financial liabilities as at 31 December

(Thousands of United States dollars)

Fair value Total Total
Amortized through carrying

Financial liabilities cost surplus/deficit value 2024 2023
Accounts payable and accrued liabilities (note 14) 375 400 - 375 400 375400 378 878
Funds held on behalf of third parties (note 15) 1 795 496 — 1795496 1795496 2117909
Finance lease liabilities (note 16) 12 952 - 12 952 12 952 15 538
Forward exchange and other derivative contracts in
loss, firm contracts and other liabilities (note 16) 376 947 124 746 501 693 501 693 437 462

Total financial liabilities 2 560 795 124746 2 685541 2 685541 2949 787

Fair value — valuation method

4.  The fair value hierarchy represents the categorization of market pricing to
indicate the relative ease with which the value of investments held by UNICEF can

be realized.

5.  The table below analyses financial instruments carried at fair value, by valuation

method. The different levels have been defined as follows:

(a) Level 1. Average quoted prices from two separate sources (unadjusted) in
active markets for identical assets or liabilities;
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(b) Level 2. Inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (as price) or indirectly (derived
from prices);

(c) Level 3. Inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

6.  The majority of the organization’s financial assets have quoted prices in active
markets and are classified as level 1. Derivative instruments that are “over-the-
counter” are classified as level 2 because their fair value is observable either directly
as a price or indirectly after being derived from prices. The instruments shown under
the level 2 fair value measurement category consist of forward contracts for foreign
currency hedges, foreign exchange spot contracts, derivative contracts, term deposits
and certain fixed-income instruments in the externally managed portfolio. As at the
reporting date, there were no financial assets in level 3.

C. Financial instruments by valuation method

(Thousands of United States dollars)

Level 1 Level 2 2024 2023

Assets
Fair value through surplus or deficit 500 867 339 821 840 688 805 442
Fair value through net assets 6 556 083 1451919 8 008 002 7 879 280
Liabilities
Fair value through surplus or deficit - (124 746) (124 746) (152 568)

Total 7 056 950 1666 994 8 723 944 8532 154
Note 30
Financial risk management
Exposure to credit risk
1. Credit risk is the risk of financial loss to UNICEF if a donor, customer or other

counterparty to a financial instrument fails to meet its contractual obligations.
Non-material credit risk arises from cash and cash equivalents, investments,
procurement services-related assets, contributions receivable and other receivables.

2. UNICEF considers the expected credit losses for financial instruments on an
asset class basis and, if material, recognizes expected credit losses. In its analysis,
UNICEF concluded that there are no significant credit risk exposures or significant
credit risk concentrations. Expected credit losses for cash and cash equivalents,
investments, procurement services-related assets, contributions receivable and other
financial assets as at 31 December 2024 are not material.

3.  UNICEEF defines default in accordance with IPSAS 41: Financial instruments,
and consistent with the definition’s use for internal credit risk management of the
relevant financial instruments. For cash and cash equivalents and investments, default
is defined in treasury terms as the risk of loss due to counterparties’ failure to repay
a deposit or settle forward foreign exchange contracts. For voluntary contributions
receivable, default is defined as a donor’s failure to pay a receivable. UNICEF
analysis of the credit risk of voluntary contributions receivable provides reasonable
and supportable information to demonstrate that a definition based solely on a past
due status, such as 90 days, is not appropriate. UNICEF therefore rebuts the IPSAS 41
presumption that default does not occur later than when a financial asset is 90 days
past due.
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4.  Cash and cash equivalents. Cash and cash equivalents have low credit risk.
The majority of balances are held with institutions with investment grade risk ratings
(equal to Moody’s Baa rating or above). As at year end, UNICEF held bank accounts
in 151 countries and territories with insignificant exposure to credit risk. UNICEF
has established a risk assessment process that is completed before bank accounts are
opened at any bank where UNICEF has not had a prior business relationship. If there
are no alternatives to dealing with a specified bank that has a higher risk, UNICEF
may impose internal guidelines, such as minimizing the balances on its bank accounts.
In addition, UNICEEF cash is centrally managed by UNICEF and the amount of cash
maintained in house banks overseas is limited.

5.  Investments. UNICEF mitigates credit risk by imposing certain restrictions,
including a minimum credit rating of the underlying financial instrument or
institution. The Treasury and Investment Management Policy includes conservative
minimum credit criteria for all issuers, with maturity and counterparty limits by credit
rating. The UNICEF Financial Advisory Committee, which renders advice to the
Comptroller on matters of investments of funds not needed for immediate
requirements, preapproves each new counterparty, including for forward exchange
and other derivative contracts, before any investments are made. To minimize
counterparty risk, UNICEF enters into transactions with counterparties that are of
investment grade as classified by the major rating agencies. Credit default swaps rates
are also used to monitor counterparty risk. Non-rated or lower-rated banks may also
be included on the counterparty relationship list with exceptional approval by the
Committee. UNICEF considers that its investments have low credit risk.

6.  UNICEF utilizes the credit ratings from three leading credit rating agencies,
Moody’s, S&P Global Ratings and Fitch, to categorize and monitor credit risk on its
financial instruments.

7.  The externally managed investments are governed by the after-service health
insurance investment guidelines, which ensure that funds are invested in instruments
and counterparties of investment grade.

8.  Procurement services-related assets. Procurement services-related assets have
non-significant credit risk as UNICEF holds these funds (see note 15, Funds held on
behalf of third parties) in escrow accounts for which UNICEF has sole drawing rights.

9.  Contributions receivable. UNICEF exposure to credit risk from receivables from
contributions and other receivables is influenced mainly by the type of donor.
Contributions receivables from Governments, intergovernmental organizations,
interorganizational arrangements and National Committees account for 98.6 per cent
(2023: 97.8 per cent) of total contributions receivable and have a very low default risk.

10. UNICEF does not hold any collateral for financial assets. The carrying value of
all financial instruments represents the organization’s maximum exposure to credit risk.
A. Financial assets: concentration of credit exposure by UNICEF credit rating

(Thousands of United States dollars)

UNICEF credit rating AAA AA A B Below B Non-rated 2024 2023

Cash and cash equivalents

Cash at bank and on hand 11 010 59465 180662 17758 9090 159970 437955 425017
Term deposits and other - — 341020 - - — 341020 687 040
Subtotal 11 010 59 465 521682 17758 9090 159970 778975 1112057

25-11129 123/150



United Nations Children’s Fund

A/80/5/Add.3 Notes to the 2024 financial statements (continued)
UNICEF credit rating AAA AA A B Below B Non-rated 2024 2023
Investments
Term deposits - 729 424 722 495 - - — 1451919 1370764
Traded bonds 1269801 2899471 2260730 57654 12408 — 6500064 6263536
Certificates of deposit - 258 727 81 042 - - — 339769 516861
Equities - - - - — 430880 430880 385168
Forward exchange and other contracts in gain - - - - — 126058 126058 148393
Subtotal 1269 801 3887622 3064267 57654 12408 556938 8 848 690 8 684 722
Contributions receivable, procurement services and other financial assets
Contributions receivable 3215895 249 383 16 636 47390 301593 1177861 5008 758 4813 407
Procurement services-related assets - — 787080 — 42460 — 829540 704 842
Other financial assets - - - - - 40594 40 594 45 284
Subtotal 3215895 249383 803716 47390 344053 1218455 5878892 5563533
Total 4496706 4196470 4389665 122802 365551 1935363 15506557 15360 312

1.

Non-rated cash and cash equivalents represent cash and cash equivalents held

in various country office operating accounts. UNICEF credit ratings are based on
credit ratings by Moody’s and S&P Global Ratings and are summarized as follows:

B. UNICEF credit rating summary

Moody s credit rating

UNICEF credit rating

Aaa Obligations rated Aaa are judged to be of the highest quality, AAA
with minimal credit risk.

Aal; Aa2; Aa3 Obligations rated Aa are judged to be of high quality and are AA
subject to very low credit risk.

A+; Al; A2; A3 Obligations rated A are considered upper-medium grade and A

are subject to low credit risk.

Baal; Baa2; Baa3

Obligations rated Baa are subject to moderate credit risk. B

They are considered medium-grade and as such may possess

certain speculative characteristics.

12. Expected credit losses for financial instruments measured at amortized cost and
fair value through net assets are not significant.

Exposure to liquidity risk
13.

Liquidity risk is the risk that UNICEF will encounter difficulty in meeting its

obligations associated with its accounts payable, other liabilities and promised

transfers of cash to programmes.

14. Management is certain that UNICEF can meet its obligations as system controls
ensure that purchase orders are not raised unless budget is available. Management
maintains liquidity by continually monitoring actual and forecasted cash flows from
operations and anticipated investing and financing activities and by holding cash and
liquid investments, some of which have secondary financial markets.
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15. In 2021, UNICEF entered into a five-year (to March 2026) forward flow
financing arrangement with the World Bank. Fundraising revenue is collected from
private sector fundraising for the interest and final loan repayment. These are
monitored and regular reporting is done in a timely manner to ensure compliance. The
agreement does not contain a breach of covenant clause and any unpaid amounts shall
be cancelled in full immediately following the maturity date.

16. Liquidity management takes into account the fact that, due to donor restrictions,
not all liquid assets are available for general use. Cash for programmatic activities
and to meet employee benefit obligations is invested in a range of financial assets,
including money market demand accounts, term deposits, certificates of deposits,
time deposits and fixed-income securities, which seek to ensure the security and
liquidity of investments while optimizing yield. In all cases, investments are
permitted only in high-credit-quality institutions and issues, with diversification of
investment supported by maintaining counterparty credit limits.

Contractual maturities of financial liabilities

(Thousands of United States dollars)

Less than 12 months 1-5 years 2024 2023
Accounts payable and accrued liabilities 375 400 - 375 400 378 878
Funds held on behalf of third parties 1795 496 — 1795496 2117909
Forward exchange and other derivative
contracts in loss 124 746 - 124 746 152 568
Firm contracts and other liabilities 282 001 44 946 326 947 234 894
Forward flow arrangement - 50 000 50 000 50 000
Finance lease liabilities 7 005 5947 12 952 15 538
Total 2 584 648 100 893 2 685541 2949 787

17. Tt is not expected that the cash flows included in the maturity analysis could
occur significantly earlier, or at significantly different amounts.

Exposure to market risk

18. Market risk is the risk that the value of a financial instrument will fluctuate as a
result of changes in market prices. Market risk comprises three types of risk: foreign
exchange risk; interest rate risk; and other price risk. UNICEF is exposed to potential
negative impacts on the value of financial instruments resulting from adverse
movements in interest and foreign exchange rates. Through its policies and
procedures, UNICEF ensures that market risks are identified, measured, managed and
regularly reported to management and the Financial Advisory Committee.

19. Treasury activities comprise the following four portfolios: (a) cash and cash
equivalents portfolio; (b) short-term investments portfolio; (c) long-term investments
portfolio; and (d) emerging markets portfolio.

20. Risk in the emerging markets portfolio is mitigated by way of a limit of
$30.00 million in functional emerging market currencies and by transacting only with
partners preapproved by the Financial Advisory Committee. In addition, UNICEF
transacts in emerging markets only investments for currencies where it has large
spending needs, thereby reducing foreign exchange risk.
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21. Currency risk (or foreign exchange risk) arises with financial instruments that
are denominated in a foreign currency. UNICEF is exposed to currency risk on
revenues, expenses, assets and liabilities that are denominated in a currency other
than the United States dollar. The currencies in which these transactions are primarily

(a) Voluntary contributions: euro, pound sterling, Japanese yen, Canadian
dollar, Swedish krona, Norwegian krone, Republic of Korea won, Danish krone,
Swiss franc, Australian dollar and many others;

(b) Expenses: all currencies used across all operating UNICEF countries,
including the euro, West African CFA franc, Afghan afghani, Ukrainian hryvnia,
Ethiopian birr, Pakistani rupee, Central African CFA franc, Bangladeshi taka, Turkish

(c) Assets and liabilities: euro, pound sterling, Swedish krona, Canadian
dollar, Australian dollar, Danish krone, Norwegian krone, Swiss franc, Republic of

22. UNICEF has not implemented hedge accounting, although it applies “natural
hedges” by holding foreign currencies in order to cover forecasted foreign currency
cash outflows in revenue-side currencies, in addition to entering into foreign
exchange forward contracts on revenue-side currencies. UNICEF uses derivative
financial instruments to mitigate currency risk and hedge some of its risk exposures
or minimize deviations from benchmark allocations as set out in the agreement with
the Investment Fund Managers. UNICEF has further expanded its strategy to hedge
against currency volatility through investment in foreign exchange options.

23. The following table summarizes UNICEF foreign currency positions in

A/80/5/Add.3
Currency risk
denominated are as follows:
lira and Indian rupee;
Korea won, Japanese yen and many others.
financial instruments.
D.

Financial instrument currency position in the statement of financial position

(Thousands of United States dollars)

United States Pound Swedish ~ Canadian
dollar Euro sterling krona dollar Other 2024 2023
Cash and cash equivalents 450943 33 085 4121 666 16421 273739 778 975 1112057
Term deposits 1451919 - - - - — 1451919 1370764
Traded bonds 6433 553 44 491 13 369 - 6432 2219 6500064 6263536
Certificates of deposit 339 769 - - - - - 339 769 516 861
Equities 332232 35308 28 574 1922 - 32 844 430 880 385168
Forward exchange contracts and other
derivatives in gain 126 058 - - - - - 126 058 148 393
Contributions receivable 3670735 719200 167496 115038 108506 227783 5008758 4813407
Procurement services-related assets 829 540 - - - - - 829 540 704 842
Other financial assets 34 434 407 - - - 5753 40 594 45284
Total financial assets 13669 183 832491 213560 117626 131359 542338 15506557 15360 312
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United States Pound Swedish  Canadian
dollar Euro sterling krona dollar Other 2024 2023
Accounts payable and accrued liabilities (217 483) (21 313) (638) (44) (111) (135811) (375400) (378 878)
Funds held on behalf of third parties (1 791 914) (2 859) (327) - (53) (343) (1 795496) (2 117 909)
Finance leases, firm contracts and
other liabilities (313 169) (67894) (4352) - — (4484) (389899) (300432)
Forward exchange contracts and other
derivatives in loss (105 097) (6 882) (2280) - (675)  (9812) (124746) (152 568)
Total financial liabilities (2427 663) (98948) (7597) (44) (839) (150 450) (2 685 541) (2949 787)
Net exposure 11 241520 733543 205963 117582 130520 391888 12821016 12410 525
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Sensitivity analysis: foreign currency

24. The following table, calculated by reference to carrying amounts of assets and
liabilities denominated in the above currencies at year end, shows the sensitivity of
net assets and surplus/deficit to the strengthening and weakening of these currencies.
This analysis is based on foreign currency exchange rate variances that UNICEF
considered to be reasonably possible as at the reporting date. The analysis assumes
that all other variables, in particular interest rates, remain constant and ignores any
impact of forecasted contributions and expenditures.

Financial instrument currency sensitivity analysis

(Thousands of United States dollars)

Surplus/(deficit)

Strengthening of United States dollar
by 10 per cent

Weakening of United States

As at 31 December 2024 dollar by 10 per cent

Euro (67 190) 67 190
Pound sterling (17 279) 17 279
Canadian dollar (12 398) 12 398
Swedish krona (11 747) 11 747

Total (108 614) 108 614
Derivatives

25. UNICEF uses forward exchange contracts to manage risks related to foreign
currencies. The organization’s reasons for holding these derivatives include reducing
and efficiently managing the economic impact of foreign currency exposures as
effectively as possible. Derivatives are entered into with bank and financial institution
counterparties that are rated as investment grade as classified by the major rating
agencies.

26. Gains arising from changes in the fair values of forward exchange contracts
amounted to $5.49 million (2023 gain: $2.75 million).
Interest rate risk

27. Interest rate risk is the risk that the value of a financial instrument will fluctuate
owing to changes in market interest rates. As at the reporting date, the organization’s
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financial assets subject to fixed interest rates included all term deposits and
investments. There were no financial assets subject to variable interest rates.

F. Fixed rate instruments

(Thousands of United States dollars)

2024 2023

Fixed rate instruments 8 873 723 9097 476
Other financial assets 6 600 992 5549 493
Total financial assets 15 474 715 14 646 969

28. Investments in traded bonds and certificates of deposit include those that have
a call-option feature agreed to with the issuer at the time of purchase. This call-option
feature gives the issuer the right to call on pre-agreed dates throughout the life of the
investment. Given that the investments are callable at par value (their stated or face
value), there is no risk of loss to the principal. Bonds held by external investment
managers as at 31 December 2024 that included a call-option feature had a par value
of $40.14 million (2023: $43.29 million). Bonds managed internally that included a
call-option feature had a par value of $1.83 billion (2023: $2.37 billion). Certificates
of deposit managed internally at the end of 2024 that included a call-option feature
had a par value of $10.00 million (2023: $10.00 million).

Sensitivity analysis. interest rates

29. The following table presents the sensitivity of net assets and surplus/deficit to a
change in interest rates in the range of minus 30 basis points and plus 100 basis points,
given outstanding positions as at 31 December 2024.

G. Sensitivity of net assets and surplus/deficit to changes in interest rates

(Thousands of United States dollars)

Surplus/deficit impact

Impact on Per cent of (externally managed

portfolio value portfolio value Net assets impact investments)

Portfolio value 6 839 832 - - -
Plus 100 basis points 6 741 065 (1.44) (98 767) (15 842)
Minus 30 basis points 6 869 028 0.43 29 169 5038

Other price risk

30. Other price risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those arising
from interest rate risk or currency risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer or by factors affecting all
similar financial instruments traded in the market.

31. Information on factors affecting the fair value measurement of UNICEF
investments can be found at the beginning of this note.
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Management of non-financial instruments-related risks: cryptocurrency fund

32. UNICEF established a fund that accepts donations and makes disbursements
exclusively denominated in cryptocurrencies, in order to finance early stage, open-
source technology benefiting children and young people. Cryptocurrencies and
blockchain technology can help organizations such as UNICEF to benefit from
additional funding sources and enhance the transparency of operations. UNICEF
manages the risks that come with the establishment of the cryptocurrency fund,
including volatility risks, reputational risks, cybersecurity risks (such as hacking, loss
of information and malicious activity) and regulatory risks.

Cryptocurrencies
Volatility risk

33. The cryptocurrency fund is likely to have volatile assets, whose value can
change significantly over short time periods. UNICEF manages the risk by
minimizing and containing the impact of volatility. UNICEF has implemented
systems and processes to actively shorten the time between the receipt and
disbursement of funds. This ensures that the assets are transferred within a limited
time period so as not to be affected by price volatility that comes with holding the
assets. UNICEF does not hold the fund assets for speculative purposes.

Reputational risk

34. Cryptocurrencies are not yet a common means of performing transactions. In
addition, the general public may associate cryptocurrency funds with illegal activities,
and certain jurisdictions have made the use of cryptocurrency funds illegal. UNICEF
has had long experience of fundraising in the private sector and from individual
donors and therefore has robust “know your customer” procedures, which will be
applied to the process of accepting cryptocurrency donations from reputable
organizations and individuals. UNICEF has actively sought to explain to its
stakeholders the cryptocurrency fund to create further understanding of its application
and potential to contribute to results for children across the world.

Regulatory risk

35. The introduction of the cryptocurrency fund brings regulatory compliance risk
related to full compliance with the UNICEF Financial Regulations and Rules and with
the other basis of reporting that has been adopted by the organization. To manage the
regulatory risk, UNICEF established the cryptocurrency fund following its
Regulations and Rules and sought technical accounting advice on the best basis of
reporting the fund. The due diligence work conducted for the establishment of the
fund ensured that the regulatory compliance requirements were met, and hence
reduced the regulatory risk surrounding the use of the fund. In addition, the basis of
receiving and disbursing funds was narrowly defined to ensure that the fund is used
for the specific purpose defined, in compliance with the regulatory framework of
UNICEEF.

Cybersecurity risks

36. UNICEF has to store and manage the cryptocurrencies. Cryptocurrencies cannot
be stored and maintained through a regular banking environment, and therefore are
subject to security risks related to information that is stored on technology platforms.
UNICEF has used its current strong accounting framework that regulates authorized
signatories to manage the cryptocurrency wallets. In addition to the multi-signatory
framework, UNICEF has established a multi-signature wallet and incorporates
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physical and access controls to the wallets and related private keys to manage the
security risks around the cryptocurrency fund.

Note 31
Capital management

1. UNICEF defines the capital it manages as the aggregate of its net assets, which
comprises accumulated surpluses and reserve balances. This definition of capital is
used by management and may not be comparable to measures presented by other
United Nations organizations. UNICEF does not have any long-term borrowings
outside of its finance lease liabilities and the forward flow arrangement with the
World Bank to either bridge its cash requirements or leverage its cash position.
Various reserves are established by management in order to provide funding of future
expenses (see note 19, Net assets).

2. The objectives of UNICEF in managing capital are to:
(a) Safeguard its ability to continue as a going concern;
(b) Fulfil its mission and objectives as established by its strategic plan;
(c) Ensure sufficient liquidity to meet its operating cash requirements;
(d) Preserve capital;
(e) Generate a competitive market rate of return on its investments.

3. It should be noted that risk and liquidity management are emphasized over
absolute rate of return for the investment portfolio.

4. A four-year medium-term strategic plan and integrated budget are proposed by
the Executive Director and submitted to and approved by the Executive Board. The
plan and the budget outline a recommended apportionment and utilization of existing
and anticipated resources of UNICEF over the plan period, determining affordability
while maintaining fund balance to ensure liquidity. The plan also includes a financial
plan. The financial plan provides detailed financial projections of:

(a) Estimated future financial resources for each year of the plan period;
(b) Estimated yearly levels of costs;
(c) Working capital levels required for the liquidity of UNICEF.

Other resources: regular and emergency

5. For other resources: regular and emergency, the objective is to ensure
programme implementation while remaining within the available fund balance.
Management to that end is carried out on an individual programme budget basis. The
cash component of these resources is commingled with other institutional resources
and managed as a portfolio (the opening and closing balances for net assets is
disclosed in note 19, Net assets).

6.  The ability of UNICEF to obtain additional capital is subject to:
(a) Its ability to raise financial resources and generate revenue;
(b) Market conditions;

(c) The provisions of its Financial Regulations and Rules, and investment
guidelines.
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Restriction

7.  UNICEF is subject to an Executive Board-imposed liquidity requirement. The
requirement does not constitute an external restriction. The UNICEF Financial
Regulations and Rules indicate that, in order to ensure liquidity, the Comptroller
should maintain cash balances at the levels approved by the Executive Board. In 1987,
the Executive Board established the minimum year-end cash balance of regular
resources as 10 per cent of projected regular resources income for the following year
(decision 1987/14). In 2020, the Executive Board revisited the financial estimates for
the coming years and encouraged UNICEF to maintain a level of liquidity in regular
resources over the next strategic plan at a minimum threshold of the equivalent of
expenditure for three months. There have been no changes in the way UNICEF
manages its capital in 2024.

Note 32
Commitments

1.  The following tables present the open purchase orders for which UNICEF had
not received the related services or goods as at 31 December 2024. In most cases,
UNICEF has the right to cancel these open purchase orders prior to the date of
delivery.

(Thousands of United States dollars)

2024 2023
Commitments for purchase of property and equipment
Buildings 356 134
Transportation equipment 3079 8281
Furniture, fixtures and equipment 728 1 605
Communications and information technology equipment 280 510
Total capital commitments 4 443 10 530
Operating commitments
Contracts for purchase of supplies and other goods 501 058 532 449
Contracts for purchase of services 919 099 931 458
Commitments to transfer cash to implementing partners 134 739 138 201
Commitments to transfer supplies to implementing partners 748 216 602 981
Total operating commitments 2303 112 2205089
Total commitments 2 307 555 2215619

2. UNICEF operating lease agreements include cancellation clauses with 30-day
notice periods. As a result, there is no disclosure of operating lease commitments in
the table above.

3. As described in note 13, Property and equipment, UNICEF has been gradually
transitioning to a new vehicle leasing arrangement with UN FLEET. Consequently,
commitments for the procurement of transportation equipment have decreased to
$3.08 million (2023: $8.28 million).
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Long-term agreements

4.  UNICEF also has various long-term agreements with suppliers. The table below
identifies the total remaining contract value on long-term agreements that remained
open as at 31 December 2024.

(Thousands of United States dollars)

2024 2023
Long-term agreements for goods 6 056 449 5050 186
Long-term agreements for services 499 695 387 479
Total long-term agreements 6 556 144 5437 665
Note 33
Contingencies

Contingent assets

1.  During the year, UNICEF concluded contribution agreements where the total
contribution value did not meet the definition of an asset. Those amounts are disclosed
in these notes as contingencies until the asset recognition criteria are met, or cash is
received from the donor. The total amount of these contingent assets was
$677.76 million as at 31 December 2024 (2023: $648.52 million).

Contingent liabilities

2. UNICEF has an irrevocable standby letter of credit of $3.00 million (2023:
$3.00 million) that is held as a security deposit by the landlord of a leased property
in New York. The letter of credit is not collateralized with any UNICEF investments.
UNICEF does not expect this letter of credit to be used by the third party.

3. UNICEF is subject to a variety of claims that arise in the ordinary course of its
operations. These claims are segregated in two main categories: third-party claims
and human resources claims.

4. UNICEF has insignificant outstanding legal claims against it as at 31 December
2024. No provision has been recognized in these financial statements because it is not
possible to assess the likelihood of success of those claims.

Note 34
Related parties

National Committees

1. National Committees, which constitute a unique category of UNICEF partners,
were established for the purposes of advancing children’s rights and well-being
globally through resource mobilization, advocacy and other activities. Working as
partners of UNICEF in their respective countries, National Committees are
independent NGOs registered under the laws of their respective countries as charities,
trusts, foundations or associations. National Committees are required by their statutes
to have governing boards that have control over the resources that they raise. The
relationship between the National Committees and UNICEF, as well as their use of
its name and logo, are regulated by the recognition and cooperation agreements signed
between UNICEF and each National Committee. As at 31 December 2024, National
Committees were established in 32 countries (2023: 33 countries). The Lithuanian
National Committee was liquidated and the legal entity deregistered in 2024.

132/150 25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

2. As stipulated in the cooperation agreements, National Committees provide
UNICEF with annual certified revenue and expenditure reports. These reports
indicate the total contributions received by the National Committee, the amount
withheld to cover the costs of National Committee activities or as reserves, and the
net due to UNICEF.

Voluntary contribution revenue and receivables from National Committees

(Thousands of United States dollars)

2024 2023
Revenue Receivables Revenue Receivables
Voluntary cash contributions 1417 726 473347 1609273 490 011
Voluntary in-kind contributions 51 664 - 11 826 5469
Total 1469 390 473 347 1621099 495 480

3.  Of the total voluntary cash contributions recorded as revenue in 2024,
$698.81 million was from regular resources (2023: $703.05 million), $221.90 million
was from other resources — emergency (2023: $375.11 million) and $497.02 million
was from other resources — regular (2023: $531.12 million). The voluntary in-kind
contributions of $51.66 million (2023: $11.83 million) are composed of
$10.25 million of other resources — emergency (2023: $5.09 million) and
$41.14 million of other resources — regular (2023: $6.73 million).

4. Investment funds for the development of private sector fundraising in the
statement of financial performance include expenses related to the National
Committees of $67.85 million (2023: $69.55 million).

5. According to the revenue and expenditure reports submitted by the National
Committees, total contributions received by the National Committees in 2024,
excluding proceeds from licensing activities, were $1.88 billion (2023: $2.09 billion).
Of that amount, $508.72 million (2023: $518.62 million) was retained by the National
Committees to cover the costs of their fundraising, advocacy and management and
administration activities, or as reserves. As a result, a total amount of $1.37 billion
(2023: $1.57 billion) in net cash contributions was either transferred or due to be
transferred to UNICEF from the National Committees.

6. In addition to the revenue and expenditure reports, the National Committees
prepare annual financial statements that are audited by independent certified auditors
and are publicly available on the websites of the National Committees.

7. In accordance with the terms of their respective cooperation agreements with
UNICEF, National Committees may establish reserves in order to comply with
national laws and statutes as well as for other purposes. In the event of the liquidation
of a National Committee, net assets, including reserves, would be transferred to
UNICEEF, subject to the provisions of the cooperation agreement, if legally permitted,
or otherwise in accordance with national law and the statute of the Committee. The
National Committees reported to UNICEF through their revenue and expenditure
reports that the retained reserves stood at $262.48 million as at 31 December 2024,
based on their local accounting standards (2023: $274.37 million).

Supported deliveries

8. During the reporting period, UNICEF handled supported deliveries on behalf of
third parties of $164.09 million (2023: $160.99 million). The deliveries were not
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reflected in the financial accounts of UNICEF, although they were handled through
the administrative structures of the organization.

C. Key management personnel
9.  The leadership structure of UNICEF is stratified into two main tiers:

(a) Executive: collectively, this tier of leadership consists of the first two
levels within the hierarchy, an Under-Secretary-General (Executive Director) and
four Assistant Secretaries-General (Deputy Executive Directors);

(b) Management: collectively, this tier of leadership consists of the third level
within the hierarchy, the “head of office” of the global headquarters divisions and the
regional offices;

(c) Close family members of key management personnel are presumed to be
their spouses, domestic partners, children, grandchildren, brothers, sisters, parents,
grandparents, or in-laws and relatives living in a common household as key
management personnel, unless personal circumstances (e.g. estrangement) prevent
the key management personnel from having influence over the close family member.

Remuneration paid to key management personnel

(Thousands of United States dollars)

Number Salary and post Other
of individuals adjustment entitlements 2024 2023
Key management personnel 30 8214 4488 12702 14729
Close family members 2 173 36 209 547
Total 32 8 387 4524 12911 15276

Note: Actuarially valuated employee benefits are presented in paragraph 10.

10. The remuneration paid to key management personnel includes salary, post
adjustment and other entitlements, such as assignment grants, the employer
contribution to health insurance and the pension fund, dependency allowances,
education grants, hardship, mobility and non-removal allowances, real estate agency
reimbursements and representation allowances.

11. Key management personnel are also eligible for post-employment employee
benefits such as after-service health insurance, end-of-service benefits and payment
of unused annual leave. Actuarially valuated long-term and post-employment benefits
obligations, related to after-service health insurance, the repatriation grant and the
death benefit, specific to key management personnel, comprised $8.94 million (2023:
$9.44 million).

12. Contributions by UNICEF for key management personnel to the United Nations
Joint Staff Pension Fund, a defined contribution plan, were $1.44 million (2023:
$1.34 million).

13. Loans are referred to as “salary advances” at UNICEF. Salary advances are
available to all UNICEF staff, including key management personnel, for specific
purposes. At 31 December 2024, salary advances were nil (2023: nil).

14. There were no loans or advances granted to key management personnel that
were not available to other categories of staff in accordance with the United Nations
Staff Regulations and Rules of the United Nations.

134/150 25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

D.

United Nations programmes, funds and specialized agencies

15. UNICEF and other United Nations organizations work for and towards the
enhancement of the efforts of the United Nations to achieve a better world for all.
UNICEF is engaged extensively in the inter-agency financial and operating
mechanisms of the United Nations, such as joint funding arrangements (multi-donor
trust funds and joint programmes) and common services arrangements. Within joint
funding mechanisms, United Nations organizations work together on activities to
achieve a set of objectives. Each participating organization assumes its share of
responsibilities related to planning, implementing, monitoring and evaluating
activities.

Other related parties
Global Partnership for Education

16. The Global Partnership for Education, previously the Education for All — Fast
Track Initiative, is a global programme partnership involving bilateral donors,
regional and international agencies, including UNICEF, development banks and civil
society organizations on the one hand, and low- and lower middle-income countries
on the other. Its overall aim is to strengthen international efforts to ensure equitable,
inclusive, and resilient education systems fit for the twenty-first century. UNICEF
plays a significant role within the Global Partnership for Education at both the global
and country levels and is currently the coordinating agency for the local education
group in 92 countries and regions and the grant agent in 40 countries. UNICEF serves
on the Board of the Global Partnership for Education and has influenced the
Partnership to support inclusion of countries in fragile contexts. Funds provided by
the Global Partnership for Education, which are recorded in voluntary contributions
in support of global and country-specific programmes, amount to $413.37 million
(2023: $240.63 million).

Global Fund to Fight AIDS, Tuberculosis and Malaria

17. The Global Fund to Fight AIDS, Tuberculosis and Malaria was established in
2002 as a public-private partnership with the goal of raising, managing and disbursing
additional resources to prevent and treat HIV and AIDS, tuberculosis and malaria. In
addition to the Global Fund’s disease-specific funding, the Global Fund provides
resources for the strengthening of health systems. Since the Global Fund’s inception
in 2002, UNICEF has been an active partner at the global and country levels. The
funds provided by the Global Fund, which are recorded in voluntary contributions in
support of global and country-specific programmes, amount to $120.66 million
(2023: $56.42 million).

Gavi, the Vaccine Alliance

18. Gavi, the Vaccine Alliance, was launched in 2000 as a public-private global
health partnership committed to increasing access to immunization in low-income
countries. UNICEF holds 1 permanent seat, out of 28, on its Board of Directors, and
can also appoint 1 alternate Board member. UNICEF plays an important role in the
provision of vaccines and immunization supplies for countries through the UNICEF
Supply Division and provides technical assistance to Governments in the preparation
of applications to the Gavi Alliance and the implementation of Alliance-supported
programmes. A handling fee for the management of these procurement services is
included within note 21, Other revenue.

19. In 2024, payment terms with the Gavi Alliance were updated to enhance
operational efficiency and management of balances in escrow. Under the new terms,
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payment of advances to UNICEF for procurement activities increased from 10
business days to 90 calendar days. In addition, the Gavi Alliance agreed to maintain
a minimum balance of $25.00 million with UNICEF in escrow to cover any payment
obligations that become due.

20. As also disclosed in note 11, Procurement services-related assets, UNICEF
holds funds of $0.79 billion (2023: $0.68 billion), which represent amounts deposited
into an irrevocable escrow account for which UNICEF has security of interest and
sole drawing rights based on the terms of the agreements. A corresponding liability is
recorded in note 15, Funds held on behalf of third parties, and in Note 16, Other
liabilities, until UNICEF has fulfilled its obligations as agent of the partner.

21. UNICEF also receives donations from the Gavi Alliance for its own
programmatic activities, which are recorded in voluntary contributions in support of
global and country-specific programmes and amount to $162.54 million (2023:
$270.03 million).

People That Deliver

22. People that Deliver is a global coalition established to strengthen the capacity
of the health supply chain, including management of the Strategic Training Executive
Programme (STEP 2.0) offered by Gavi, the Global Fund to Fight AIDS, Tuberculosis
and Malaria and the United States Agency for International Development (USAID) to
increase supply chain efficiency and improve health outcomes for many countries
struggling to access medicines and other health commodities. People that Deliver is
governed by its coalition members, who represent Governments, international donors,
multilateral agencies, NGOs, academic institutions, professional associations and
private companies. UNICEF is a coalition member of People that Deliver, with
representation by one appointed individual who contributes to governance and
strategic decision-making processes. In addition, UNICEF hosts the coalition’s
secretariat at the UNICEF Supply Division in Copenhagen.

FEducation Cannot Wait

23. Education Cannot Wait was established during the World Humanitarian Summit
in 2016 by international humanitarian and development aid actors, along with public
and private donors, to help reposition education as a priority on the humanitarian
agenda, usher in a more collaborative approach among actors on the ground and foster
additional funding to ensure that every crisis-affected child and young person is in
school and learning. UNICEF holds 1 seat, out of 28, in the Education Cannot Wait
high-level steering group. Funds provided by Education Cannot Wait, which are
recorded in voluntary contributions in support of global and country-specific
programmes, amount to $59.41 million (2023: $55.58 million).

Global Partnership to End Violence against Children

24. The Global Partnership to End Violence against Children was established in
2016 to provide financial support to programmes to achieve a world in which every
child grows up free from violence. UNICEF holds 1 seat, out of 22, on the Board of
Directors of the Global Partnership. Funds provided by the Global Partnership, which
are recorded in voluntary contributions in support of global and country-specific
programmes, amount to $4.54 million (2023: $4.55 million).

Sanitation and Water for All

25. Sanitation and Water for All is a multi-stakeholder partnership of Governments
and their partners, whose mission is to eliminate inequalities in realizing the human

136/150 25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

rights to water and sanitation. The partnership focuses on the hardest to reach and
most vulnerable individuals, communities, countries and regions. The Global
Leadership Council is the high-level group of appointed Sanitation and Water for All
leaders who advocate for and mobilize wider political commitment to the guiding
principles and aims of the Sanitation and Water for All partnership. UNICEF has
1 seat, out of 6, on the Global Leadership Council and 2 seats, out of 30, on the
Sanitation and Water for All steering committee.

Education Outcomes Fund

26. The Education Outcomes Fund was established to provide results-based
financing in education, with the aim of improving the effectiveness of spending and
transforming the lives of 10 million children and young people. UNICEF holds 1 seat,
out of 15, in the Education Outcomes Fund high-level steering group, which acts as a
steward for strategic decisions, and 1 seat, out of 7, on the Executive Committee,
which provides advice and oversight, and governs key decisions regarding operational
strategy and programmes.

Global Muslim Philanthropy Fund for Children

27. The Global Muslim Philanthropy Fund for Children is a joint initiative
established by UNICEF and the Islamic Development Bank Group. It is a unique
platform that caters to all forms of Islamic philanthropy, including zakat and sadaqah.
The Fund is specifically designed to harness the true potential of Islamic giving by
financing life-saving humanitarian aid and responding to the child-related Sustainable
Development Goals in the 57 member countries of the Organization of Islamic
Cooperation. The Islamic Development Bank Group, UNICEF, the Abdul Aziz Al
Ghurair Refugee Education Fund from the United Arab Emirates, and the King
Salman Humanitarian Aid and Relief Centre from Saudi Arabia have seats in the
Governing Council of the Fund.

Revenue realized from other related parties as at 31 December

(Thousands of United States dollars)

2024 2023

Global Partnership for Education 413 366 240 634
Global Fund to Fight AIDS, Tuberculosis and Malaria 120 660 56 419
Gavi, the Vaccine Alliance 162 536 270 026
Education Cannot Wait 59 414 55579
Global Partnership to End Violence against Children 4536 4548
Total 760 512 627 206

Note 35
Joint operations

1.  UNICEEF is a 50 per cent partner in Giga, a global activity established to connect
every school to the Internet and every young person to information, opportunity and
choice. Giga is not a separate legal entity but a joint activity co-led by UNICEF and
the International Telecommunication Union through a memorandum of
understanding.
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Note 36
Segment information

1. A segment is a distinguishable activity or group of activities for which it is
appropriate to report financial information separately. At UNICEF, segment
information is based on the principal activities and sources of financing of the
organization. For UNICEF, the relevant segments are labelled “Institutional”,
“Regular resources — programme”, “Regular resources — non-programme”, “Other
resources — regular”, “Other resources — emergency” and “Trust funds”.

2. The segment report contains additional information on revenue and expenses
incurred on an IPSAS accrual basis. UNICEF budgets are prepared and managed on
a modified cash basis and expenditures incurred against approved budgets are
presented in statement V on the same modified cash basis.

Institutional and regular resources segments
Revenue

3.  Revenue included in these segments is defined as regular resources in the
UNICEF Financial Regulations and Rules. Regular resources include unrestricted
contributions, licensing revenue, management type contributions, allocations to the
working capital fund and proceeds from other revenue-producing activities and
miscellaneous revenue.

4.  The regular resources — programme segment includes voluntary contributions
(non-exchange revenue) and the retention for private-sector fundraising.
Contributions towards management initiatives such as greening and accessibility,
UNICEF local costs, the repayment of the forward flow arrangements with the World
Bank and the cost of private-sector fundraising are presented under regular
resources — non-programme.

5. The institutional segment includes internal inter-segment cost recovery and
direct attribution, such as warehouse overhead and centrally managed costs. Also
included is investment revenue, licensing revenue, exchange revenue, such as interest,
and proceeds from sales.

Activities

6.  The institutional segment includes UNICEF headquarters and central support
functions. Headquarters and central functions provide business support in a number
of areas, including communications, finance and accounting, treasury services,
management of after-service health insurance, human resources, information
technology, legal services, travel, asset management and security, and donor-related
activities. The central functions also process transactions, manage data and provide
other services.

7. The major categories of expenses within the institutional segment include
salaries and other employee benefits, occupancy and related costs, depreciation of
assets and expenses related to the after-service health insurance, as well as investment
funds for the development of private sector fundraising activities.

8.  The institutional segment includes assets and liabilities that are linked to the
overall UNICEF mandate and are not easily allocated to other segments. The main
categories of assets included in this segment are cash, investments and centrally
managed land and buildings. Also included is the inventory maintained in the central
warehouses. The main liability is for after-service health insurance.

138/150 25-11129



United Nations Children’s Fund
Notes to the 2024 financial statements (continued)

A/80/5/Add.3

25-11129

9.  The regular resources — programme segment includes activities described in
programme documents. These activities are funded from the country programmes and
the advocacy, programme development and intercountry programme.

10. The majority of categories of expense within this segment include the utilization
of cash assistance transferred to implementing partners, programme supplies
delivered to implementing partners, programme-related expert services, employee
benefits and local country office rental costs.

11. Major categories of assets are regular resources contributions receivable,
inventories and advances of cash assistance, which are funded from the country
programmes and the advocacy, programme development and intercountry
programme.

12. The regular resources — non-programme segment includes country office
fundraising activities and UNICEF management costs, such as the Junior Professional
Officers working in headquarters divisions and funded from the headquarters’
initiatives, greening and accessibility activities and local costs of UNICEF offices
that are not programme-related.

13. The combined net assets of the institutional and regular resources segments,
represent the total regular resources fund balance. This is presented combined, as the
regular resources fund is managed as one pool from which allocations are made to
institutional and programmatic activities based on affordability. Unused funds from
the institutional segment are returned to regular resources.

Other resources — regular and other resources — emergency segments
Revenue

14. The other resources — regular segment includes funds contributed to UNICEF
by Governments, intergovernmental organizations, NGOs and the United Nations
system for specific purposes within the programmes approved by the UNICEF
Executive Board.

15. The other resources — emergency segment includes humanitarian emergency
contributions and contributions from development agencies received for specific
humanitarian programmatic activity.

Activities

16. These segments include activities described in programme documents. The
majority of categories of expense within these two segments include the utilization of
cash assistance transferred to implementing partners, programme supplies delivered
to implementing partners, programme-related expert services, and employee benefits.
In addition, these segments are charged a cost recovery fee, which is eliminated in
the “inter-segment” column in the report on the segment.

17. Major categories of assets are earmarked contributions receivable, advances of
cash assistance to implementing partners and inventories of programme supplies held
for distribution, which are funded from the country programmes and the advocacy,
programme development and intercountry programme.

18. The fund balance is recorded at the level of individual donor agreements within
the accounting records of UNICEF and represents unused funds to be used in a future
period for programme implementation activities. At the conclusion of the activities,
unspent balances are either returned to the donor or reprogrammed, as permitted under
the donor agreement.
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Trust fund segment

19. The trust fund segment includes activities defined by the Financial Regulations
and Rules as special accounts. The fund balance is maintained separately and is
accounted for as funds held on behalf of third parties. Procurement services represent
the primary component of activities within the trust fund segment. In addition to
special accounts, the trust fund segment includes UNICEF-hosted funds where
UNICEF is providing management services as an agent and assets of the funds are
held in trust.

20. For each trust fund, a determination is made as to whether UNICEF has control
over the activity as determined by the organization’s accounting policy. Where control
is established, the accounting policy for exchange revenue and recording of expense
is applied. Otherwise, they are accounted for as agency arrangements, and all cash
inflows and outflows are netted together in a liability account. The fee charged by
UNICEF to manage the activities is recorded as other revenue within the trust fund
segment.

21. This segment also contains other smaller grants managed in similar fashion to
trust funds, such as guesthouses managed for UNICEF staff members and contractors
in volatile locations where commercial alternatives are not available. Revenue from
these guest houses is used solely for maintenance and upkeep of the guesthouses.
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A. Segment information on assets and liabilities by fund type

(Thousands of United States dollars)

Regular resources

Other resources

Emergency
Institutional Non-programme Programme  Regular programme programme Trust funds 2024
Segment assets
Current segment assets
Cash and cash equivalents” 778 975 - - - - - 778 975
Inter-segment activity® (6 818 537) 104 536 - 4036 060 1111 157 1566 784 -
Contributions receivable - 1 809 332 656 2 142 837 1 132 880 - 3610182
Advances of cash assistance - - 96 395 452 079 253 084 - 801 558
Inventories - - 119 651 277 846 228 416 - 625913
Investments 5200 871 - - - - - 5200 871
Procurement services related-assets - - - - - 829 540 829 540
Other assets 11 728 3811 82 742 149 297 33999 7783 289 360
Total current segment assets (826 963) 110 156 631 444 7 058 119 2 759 536 2 404 107 12 136 399
Non-current segment assets
Contributions receivable - 1420 14 207 1322 861 60 088 - 1398 576
Investments 3647 819 - - - - - 3647 819
Property and equipment 182 073 1 984 33 488 10 353 13 759 538 242 195
Other assets 3941 - 326 7 10 25 4309
Total non-current segment assets 3 833 833 3404 48 021 1333221 73 857 563 5292 899
Total segment assets, 2024 3006 870 113 560 679 465 8 391 340 2 833 393 2 404 670 17 429 298
Total segment assets, 2023 2 808 840 96 770 874 128 7 994 880 3052935 2 554 145 17 381 698

“ For both risk management and efficiency reasons, all cash and investments are held and managed centrally and are therefore included within the institutional segment.
b The inter-segment activity represents the cash held centrally as explained under (a) at the end of the year relating to other segments reflected in the correct segments.
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A. Segment information on assets and liabilities by fund type (continued)

(Thousands of United States dollars)

Regular resources

Other resources

Emergency
Institutional Non-programme Programme Regular programme programme Trust funds 2024
Segment liabilities
Current segment liabilities
Accounts payable and accrued liabilities 73 109 2375 (12 249) 157 180 62 402 92 583 375 400
Funds held on behalf of third parties - - - - - 1 795 496 1 795 496
Other liabilities 159 233 342 705 - - 340 686 500 966
Employee benefits 214 201 - - - - - 214 201
Provisions - - - 50200 17 351 - 67 551
Total current segment liabilities 446 543 2717 (11 544) 207 380 79 753 2228 765 2953 614
Non-current segment liabilities
Other liabilities 54 054 1586 684 1208 - 44 947 102 479
Employee benefits 1361633 - - - - - 1361 633
Total non-current segment liabilities 1 415 687 1586 684 1208 - 44 947 1464 112
Total segment liabilities, 2024 1862 230 4303 (10 860) 208 588 79 753 2273712 4417 726
Total segment liabilities, 2023 1827 421 5678 19 307 98 201 74 429 2563 600 4 588 636
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A. Segment information on assets and liabilities by fund type (continued)

(Thousands of United States dollars)

Other resources

Total regular resources Regular programme Emergency programme Trust funds 2024

Net assets, 1 January 2024 1778 186 7 896 664 2978 506 139 706 12 793 062
Surplus/(deficit) for the year 75 502 286 088 (224 866) (8 748) 127 976
Actuarial gains recognized directly in the reserves 21 849 - - - 21 849
Changes in fair value of financial assets 68 685 - - - 68 685
Net assets, 31 December 2024 1944 222 8 182 752 2 753 640 130 958 13 011 572
Net assets, 31 December 2023 1778 186 7 896 664 2978 506 139 706 12 793 062
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B. Segment information on revenue and expenses by fund type

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Regular Emergency intersegment
Institutional Non-programme Programme programme programme Trust funds transactions 2024
Segment revenue
Voluntary contributions - 141 380 1080425 4409 420 2 498 022 - - 8129 247
Other revenue 9 804 - - 1071 6 367 118 346 - 135 588
Investment revenue 346 773 - - - - - - 346 773
Internal cost recovery 437708 - - - - - (437 708) -
Procurement services cost recovery 5313 - - - - - (5313) -
Internal direct attribution 154 562 - - - - - (154 562) -
Total segment revenue, 2024 954 160 141 380 1080425 4410491 2 504 389 118 346 (597 583) 8 611 608
Total segment revenue, 2023 956 712 123 653 1229649 4579785 2 570 753 122 704 (651 133) 8932 123
Segment expenses
Cash assistance - - 220553 1810913 1033 969 - - 3 065 435
Transfer of programme supplies - - 50 355 688 451 707 994 - - 1 446 800
Employee benefits 746 606 25577 378 585 531 845 333078 57 049 - 2072 740
Programme-related expert services - - 59093 375773 142 996 - - 577 862
Occupancy and related costs 138 639 33415 88218 139 190 111 563 21713 - 532 738
Investment funds for development of private
sector fundraising 71873 74 053 - - - - - 145 926
Depreciation and amortization 9691 350 7187 1 844 3237 158 - 22 467
Other expenses 64 677 19218 147 983 574 841 393 395 48 216 (597 583) 650 747
Total segment expenses, 2024 1031 486 152 613 951974 4122 857 2726 232 127 136 (597 583) 8514 715
Total segment expenses, 2023 982 423 137 955 955314 4115797 3 380 421 115 885 (651 133) 9036 662
Gains and (losses), net 2024 35323 (649) 936 (1 546) (3 023) 42 - 31083
Gains and (losses), net 2023 154 109 227 1984 466 (1 005) 13 - 155 794
Net surplus/(deficit), 2024 (42 003) (11 882) 129 387 286 088 (224 866) (8 748) - 127 976
Net surplus/(deficit), 2023 128 398 (14 075) 276 319 464 454 (810 673) 6 832 - 51 255
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C. Segment information on expenses by region

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Non- Emergency intersegment
Institutional programme Programme  Regular programme programme Trust funds transactions 2024
Cash assistance
East Asia and the Pacific - - 7 626 72 572 32193 - - 112 391
Europe and Central Asia - - 3360 86 524 263 968 - - 353 852
Eastern and Southern Africa - - 61 248 387716 179 892 - - 628 856
Headquarters - - 3394 15 885 7559 - - 26 838
Latin America and the Caribbean - - 14 487 41 201 77 185 - - 132 873
Middle East and North Africa - - 6120 518 353 281 639 - - 806 112
South Asia - - 38 605 392 022 82 816 - - 513 443
Western and Central Africa - - 85713 296 640 108 717 - - 491 070
Total cash assistance - - 220 553 1810913 1033 969 - - 3065435
Transfer of programme supplies
East Asia and the Pacific - - 5228 24 341 21 143 - - 50 712
Europe and Central Asia - - (135) 29 488 110 517 - - 139 870
Eastern and Southern Africa - - 19 673 142 707 150 822 - - 313202
Headquarters - - (25 583) 8 829 6 061 - - (10 693)
Latin America and the Caribbean - - 1937 8 447 31965 - - 42 349
Middle East and North Africa - - 7 675 157 355 198 287 - - 363 317
South Asia - - 12 285 130 216 66216 - - 208 717
Western and Central Africa - - 29 275 187 067 122 984 - - 339 326
Total transfer of programme supplies - - 50 355 688 450 707 995 - — 1446 800
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C. Segment information on expenses by region (continued)

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Regular Emergency intersegment
Institutional Non-programme Programme programme programme Trust funds transactions 2024
Employee benefits
East Asia and the Pacific 31 488 7310 27 304 57 387 13 315 56 - 136 860
Europe and Central Asia 37 100 1092 16 682 22 121 48 555 12 - 125 562
Eastern and Southern Africa 52 989 38 85 461 102 052 53 989 579 - 295108
Headquarters 458 032 615 34220 76 860 26 065 54 943 - 650 735
Latin America and the Caribbean 41 404 14 414 20 658 31812 24 870 94 - 133 252
Middle East and North Africa 44 408 22 25955 73 638 100 307 31 - 244 360
South Asia 27 818 2 086 55593 69 649 28 027 - - 183 173
Western and Central Africa 53 367 - 112 712 98 327 37950 1334 - 303 690
Total employee benefits 746 606 25577 378 585 531 846 333078 57 049 - 2072740
Programme-related expert services
East Asia and the Pacific - - 1718 15 664 5595 - - 22977
Europe and Central Asia - - 2 085 30 989 21 325 - - 54399
Eastern and Southern Africa - - 15 848 80 146 29229 - - 125 223
Headquarters - - 2201 24 181 3457 - - 29 839
Latin America and the Caribbean - - 2 838 14 848 8002 - - 25 688
Middle East and North Africa - - 3165 57 457 35404 - - 96 026
South Asia - - 17 557 97 694 28 035 - - 143 286
Western and Central Africa - - 13 681 54 794 11 949 - - 80 424
Total programme-related expert services - - 59 093 375773 142 996 - - 577 862
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C. Segment information on expenses by region (continued)

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Regular Emergency intersegment
Institutional Non-programme Programme programme programme Trust funds transactions 2024

Occupancy and related costs
East Asia and the Pacific 3156 2010 5171 9128 4181 294 - 23 940
Europe and Central Asia 4282 1 566 3334 11 929 21274 269 - 42 654
Eastern and Southern Africa 7 444 2771 21356 27 947 18 979 7108 - 85 605
Headquarters 98 919 13 518 1663 12 450 2 836 5952 - 135338
Latin America and the Caribbean 5648 5362 3 666 7399 8 496 921 - 31492
Middle East and North Africa 5227 1214 10 558 20 820 34 349 2 856 - 75 024
South Asia 4496 607 8 758 23 647 8 816 1 896 - 48 220
Western and Central Africa 9467 6367 33712 25870 12 632 2417 - 90 465

Total occupancy and related costs 138 639 33 415 88 218 139 190 111 563 21713 - 532 738
Investment funds for development of
private sector fundraising
East Asia and the Pacific - 29 057 - - - - - 29 057
Europe and Central Asia - 1798 - - - - - 1798
Eastern and Southern Africa - 343 - - - - - 343
Headquarters 71 873 30) - - - - - 71 843
Latin America and the Caribbean - 32 006 - - - - - 32 006
Middle East and North Africa - 1 - - — - - 1
South Asia - 10 867 - - - - - 10 867
Western and Central Africa - 11 - - — - - 11

Total investment funds for development

of private sector fundraising 71 873 74 053 - - - - - 145 926
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C. Segment information on expenses by region (continued)

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Regular Emergency inter-segment
Institutional ~ Non-programme Programme programme programme Trust funds transactions 2024

Depreciation and amortization
East Asia and the Pacific 821 6 418 383 24 5 - 1657
Europe and Central Asia 391 2 110 29 475 - - 1007
Eastern and Southern Africa 944 - 1 839 346 622 15 - 3766
Headquarters 3786 342 20 2 6 47 - 4203
Latin America and the Caribbean 731 - 176 68 237 - - 1212
Middle East and North Africa 873 - 592 352 1 044 29 - 2 890
South Asia 897 - 1678 370 485 25 - 3455
Western and Central Africa 1248 - 2354 294 344 37 - 4277

Total depreciation and

amortization 9 691 350 7187 1 844 3237 158 - 22 467
Other expenses
East Asia and the Pacific 1399 2002 7705 35688 12 317 7 - 59 118
Europe and Central Asia 3 668 1052 6 396 38 783 66 040 33 - 115972
Eastern and Southern Africa 3583 57 20 091 94 667 49 022 302 - 167 722
Headquarters 43 798 4271 58 567 132 564 84 843 47 287 (597 583) (226 253)
Latin America and the Caribbean 4023 10 598 8 872 33 527 30 606 130 - 87 756
Middle East and North Africa 2388 848 6732 80 832 88 816 170 - 179 786
South Asia 1 895 390 10 986 81716 31251 35 - 126 273
Western and Central Africa 3923 - 28 634 77 064 30 500 252 - 140 373

Total other expenses 64 677 19 218 147 983 574 841 393 395 48 216 (597 583) 650 747
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C. Segment information on expenses by region (continued)

(Thousands of United States dollars)

Regular resources

Other resources

Eliminations/

Regular Emergency inter-segment

Institutional ~ Non-programme Programme programme programme Trust funds transactions 2024

Segment expenses by region
East Asia and the Pacific 36 864 40 385 55170 215163 88 768 362 - 436 712
Europe and Central Asia 45 441 5510 31832 219 863 532 154 314 - 835114
Eastern and Southern Africa 64 960 3209 225516 835 581 482 555 8 004 - 1619 825
Headquarters 676 408 18716 74 482 270 770 130 827 108 229 (597 583) 681 849
Latin America and the Caribbean 51 806 62 380 52 634 137 302 181 361 1 145 - 486 628
Middle East and North Africa 52 896 2085 60 797 908 807 739 846 3086 - 1767517
South Asia 35106 13 950 145 462 795314 245 646 1956 - 1237 434
Western and Central Africa 68 005 6378 306 081 740 056 325076 4040 - 1 449 636
Total segment expenses by region 1031 486 152 613 951 974 4 122 856 2726233 127 136 (597 583) 8 514 715
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25-11129 (E)

Note 37
Events after reporting date

1. In January 2025, the Government of a Member State announced a temporary
suspension of foreign aid to re-evaluate its international funding priorities. Since this
event occurred after the reporting date, it is classified as a non-adjusting event under
IPSAS and no adjustments have been made to these financial statements. While
UNICETEF receives funding from sources in that State, it maintains financial flexibility
through diversified funding streams.

2. As at the reporting date, $1.1 billion in voluntary contributions receivable due
from that Government were recognized on the statement of financial position,
representing 22 per cent of the organization’s total contributions receivable (see
note 7, Contributions receivable). Of this amount, $279.09 million corresponds to
expenditures already incurred and programmes that have been implemented. Since
the reporting date, additional expenditure of $135.29 million has been incurred due
to the continued implementation of programmes before the suspension was
announced. The following table summarizes the exposure as at 31 May 2025.

(Thousands of United States dollars)

Underlying Underlying
expenditures  expenditures not
incurred yet incurred

Total

Contributions receivable as at 31 December 2024 279 085 822919
Additional underlying expenditure incurred after 31 December 2024 135290 (135 290)
Collected since 31 December 2024 (352 465) -

Contributions receivable recognized from new agreements/
amendments signed after 31 December 2024 - 87 950

Contributions receivable as at 31 May 2025 61910 775 579
Expenditure related to terminated or fully suspended programmes 33383 145 073

1102 004

(352 465)

87950
837 489
178 456

3.  To mitigate the immediate operational risk, UNICEF has temporarily placed on
hold certain projects that were directly affected by the suspension. In addition,
austerity measures were adopted in response to the ongoing situation. At the date of
authorization of these financial statements, the outstanding commitments related to
the grants funded by that Government and related agencies totalled $186.40 million.
The contingent assets are disclosed in note 33, Contingencies, and include
$245.71 million of contingent assets related to the Government concerned.

4.  UNICEF is actively engaging with representatives of the Government to seek
waivers and alternative funding solutions to ensure the continuity of its programmes.
Following the temporary suspension of certain programmes, UNICEF received
formal termination letters regarding the anticipated funding. As at the date of
authorization of the present financial statements, the outstanding contributions
receivable that relate to terminated or fully suspended programmes amount to
$178.46 million.

5. Management continues to closely monitor developments to mitigate any
potential impact on UNICEF operations.
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