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REPORT BY THE BOARD OF GOVERNORS

I. In accordance with Financial Regulation 11.03(b) [1], the Board of Governors hereby
transmits to the Members of the Agency the report of the External Auditor on the Agency's accounts for
2001.

2. The Board has examined the report by the External Auditor and the introduction by the
Director General to the accounts, and also the accounts themselves, and submits the following draft
resolution for the consideration of the General Conference.

The General Conference,

Having regard to Financial Regulation 11.03(b),

Takes note of the report of the External Auditor on the Agency's accounts for the year 2001 and of the
report of the Board of Governors thereon [*].

[*] GC(46)/6
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INTRODUCTION TO THE AGENCY’S ACCOUNTS FOR 2001 AND
FINANCIAL HIGHLIGHTS

1. [ present herewith the Agency’s accounts for the year ended 31 December 2001. Part [ contains
the External Auditor’s report to the Board of Governors on the audit of the accounts. Parts I1 and 11
contain the Agency’s accounts, comprising Statements [ to IV and Schedules S1 to S12, respectively.
Part [V, entitled “Notes to the financial statements”, describes the purpose and financing of the Funds
and the authority under which they are administered, and the significant accounting policies applied by
the Secretariat in preparing the statements and schedules. The notes offer additional information on
significant items and events which could have a bearing on the financial position of the Agency, or on
funds in its possession or under its control. The Annex (Part V) presents information which under the
current United Nations system accounting standards no longer has the status of a financial statement,
schedule or note, but is considered useful for Member States.

Significant changes

2. There are no significant changes in presentation and format this year. However Schedule 5 Part
I — Shares of Member States in the 2000 Cash Surplus — is not attached. This is simply because
there is no cash surplus for 2000. Please refer to paragraph 8 below. Moreover, there is an additional
document, Annex A3c, classifying voluntary contributions received, both in cash and in kind, per
Agency major programme.

3. The Agency is continuing to develop enhancements to the recently installed accounting system.
I am pleased to inform you that the Agency has successfully incorporated the necessary changes
arising from the introduction of the euro on 1 January 2002.

4, The General Fund has two new accounts under the Extrabudgetary Programme Fund (Fund
group III).

Russian Federation — to support the Agency’s international project on Innovative Nuclear
Reactors and Fuel Cycles (INPRO).

United Nations Office for Project Services — for the implementation of the United Nations
Development Programme RER/98/G32, the Caspian Environment Programme.

The General Fund has three new accounts under the Technical Co-operation Extrabudgetary
Programme Fund (Fund Group 1V).

Norway — to support technical co-operation project RAF/5/051, Sterile Insect Technique for
Area-Wide Tsetse and Trypanosomiasis Management.

Switzerland — to support the training course on Depleted Uranium in the Environment.

USAID — to support the Agency and technical co-operation programme, Control of the

Mediterranean Fruit Fly.

Financial Highlights
General

5. As of the end of 2001, the Agency’s total cash holdings in all Fund groups amounted to $132.2
million (2000: $107.9 million).



Fund Group 1. Regular Budget Fund and Working Capital Fund

6. Appropriations originally approved in the amount of $230.0 million at the rate of 12.70 Austrian
schillings to the US dollar were recalculated at $197.2 million using the average rate of exchange of
15.3642 Austrian schillings, in accordance with Resolution GC (43)/RES/S.

7. The cash flow for 2001 was much better than in recent years. Cash for the Regular Budget
Fund, including the Working Capital Fund (WCF), increased from $26.7 million in 2000 to $38.9
million in 2001. A major part of this increase is due to the continuing improvement in the rate of
collection from Member States.

8. There was, however, a small cash deficit for 2000 amounting to $0.5 million as compared with a
surplus of $3.3 million for 1999. This was due, for the most part, to the large losses on exchange
incurred in 2000. Moreover, notwithstanding the improvement in the rate of collection from Member
States, it should be noted that assessed contributions outstanding for 2000 and prior years amount to
$16.4 million. 1f a small part of that amount had been received there would not have been a cash
deficit. This deficit has been covered temporarily by the Working Capital Fund. In view of the excess
of income over expenditure for 2001, $1.3 million, it is anticipated that the 2000 cash deficit will be
absorbed by the expected cash surplus for 2001.

9. The 2001 excess of income over expenditure of $1.3 million (2000: a shortfall of $4.1 million)
consists of the following:

Millions of US dollars

2001 2000
Unused balance of appropriations (Statement [V) 0.4 2.8
Surplus (deficit) of actual resources over adjusted estimates (Annex Al) 0.8 (6.9)
Contributions assessed on new Member States (Schedule S1) 0.1 -
Excess (shortfall) of income over expenditure (Statement 1) 1.3 (4.1)

The excess of income over expenditure arises through an increase in interest income of $0.1 million
(2001: $3.6 million; 2000: $3.5 million) and a decrease in exchange losses of $7.0 million (2001: $0.3
million; 2000: $7.3 million).

Fund Group II. General Fund - Technical Co-operation Fund

10.  The Fund’s resources increased slightly, with total pledges amounting to $59.2 million (2000:
$58.0 million) against a target of $73.0 million (2000: $73.0 million). Cash held was marginally lower
than last year, with $44.2 million (2000: $44.5 million). Approximately 12% of this cash is held in
difficult to use currencies. The Agency is continuing its efforts to reduce these holdings.

Other Fund groups

11.  The financial situation of Fund groups IIl, IV, V and VI is satisfactory. Their resources are
based on extrabudgetary contributions from Member States or Member State institutions received
before the respective activities are undertaken, or funding agreements with United Nations or other
international organizations and agreements with contributors.

(signed) MOHAMED ELBARADEI
Director General



STATEMENT OF THE DIRECTOR GENERAL’S RESPONSIBILITIES
AND
CONFIRMATION OF THE ACCOUNTS WITH THE FINANCIAL
REGULATIONS
OF THE INTERNATIONAL ATOMIC ENERGY AGENCY
AS AT 31 DECEMBER 2001

The Director General’s responsibilities

The Director General is required by the Financial Regulations to maintain such
accounting records as are necessary with due regard to the United Nations System
Accounting Standards and to prepare annual accounts showing the income and expenditure of
all the International Atomic Energy Agency’s Funds during the financial year and their
respective financial positions at the end of the year and the status of Regular Budget
appropriations of the Agency. He is also required to give such other financial information as
the Board may require or as he may deem necessary or useful.

To lay the foundations for the financial statements, the Director General is responsible
for establishing detailed Financial Rules and procedures to ensure effective financial
administration, the exercise of economy, and the effective custody of the Agency’s assets.
The Director General is also required to maintain an internal financial control which shall
provide an effective examination of financial transactions to ensure: the regularity of the
receipt, custody and disposal of all funds and other financial resources of the Agency; and the
conformity of expenditures with the appropriations approved by the General Conference, the
decisions of the Board on the use of funds for the Technical Co-operation Programme or
other authority governing expenditures from extrabudgetary resources; and the economic use
of the resources of the Agency.

Confirmation of the Accounts with the Financial Regulations
We hereby confirm that the following appended accounts, comprising Statements 1 to
1V, Schedules S1 to S12 and supporting Notes, were properly prepared in accordance with

Article XI of the Financial Regulations, with due regard to the United Nations System
Accounting Standards.

(signed) MOHAMED ELBARADEI (signed) ABRAHAM E. ESPINO
Director General Director, Division of Budget and Finance

Vienna, Austria, 22 March 2002






PART 1

LETTER FROM THE EXTERNAL AUDITOR TO THE CHAIRMAN
OF THE BOARD OF GOVERNORS

The Chairman of the Board of Governors

International Atomic Energy Agency

A-1400 VIENNA

Austria 27 March 2002

Sir,

[ have the honour to transmit the financial statements of the International Atomic Energy Agency for the
year ended 31 December 2001 which were submitted to me by the Director General in accordance with
Financial Regulation 11.03(a). | have audited these statements and have expressed my opinion thereon.

Further, in accordance with Financial Regulation 12.08, I have the honour to present my report on the
Accounts of the Agency for the year ended 31 December 2001.

(signed) JOHN BOURN
Comptroller and Auditor General, United Kingdom
External Auditor






AUDIT OPINION

To the General Conference of the International Atomic Energy Agency

[ have audited the accompanying financial statements, comprising Statements 1 to [V, Schedules S1 to S12
and the supporting Notes of the International Atomic Energy Agency for the financial period ended 31
December 2001. These financial statements are the responsibility of the Director General. My
responsibility is to express an opinion on these financial statements based on my audit.

[ conducted my audit in accordance with the Common Auditing Standards of the Panel of External
Auditors of the United Nations, Specialized Agencies and the International Atomic Energy Agency.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, and as
considered by the auditor to be necessary in the circumstances, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by the Director General, as well as evaluating the overall financial
statement presentation. [ believe that my audit provides a reasonable basis for the audit opinion.

In my opinion, these financial statements present fairly, in all material respects, the financial position as at
31 December 2001 and the results of operations and cash flows for the period then ended in accordance
with the International Atomic Energy Agency's stated accounting policies set out in Note 2 of the financial
statements, which were applied on a basis consistent with that of the preceding financial period.

Further, in my opinion, the transactions of the International Atomic Energy Agency, which [ have tested
as part of my audit, have in all significant respects been in accordance with the Financial Regulations and
legislative authority.

[n accordance with Article XII of the Financial Regulations, | have also issued a long-form report on my
audit of the International Atomic Energy Agency's financial statements.

(signed) Sir John Bourn
Comptroller and Auditor General
United Kingdom
London, 27 March 2002 External Auditor






REPORT OF THE EXTERNAL AUDITOR ON THE
AUDIT OF THE ACCOUNTS OF THE
INTERNATIONAL ATOMIC ENERGY

AGENCY FOR THE YEAR ENDED
31 DECEMBER 2001

Comprising:

o  Executive Summary (paragraphs 1 —23)
o Scope and approach of the audit (paragraphs 24 — 31)
o  Detailed findings for 2001 (paragraphs 32 — 89)

o  Follow-up to recommendations for 2000 (paragraphs 90-111)

EXECUTIVE SUMMARY

Overall results of the audit

1. [ have audited the accounts of the International Atomic Energy Agency for the financial
period 1 January to 31 December 2001 in accordance with the Financial Regulations and in
conformity with the Common Auditing Standards of the Panel of External Auditors of the United
Nations, the Specialized Agencies and the International Atomic Energy Agency.

2. [ have carried out separate audits of the following Funds for which the Agency has
management responsibility:

Vienna International Centre Commissary;

Seibersdorf Cafeteria;

Staft Welfare Fund;

Housing Projects Fund;

Vienna International Centre Child Care Centre - Expansion Project.

3. The financial statements for these Funds, together with my audit opinions on them, have been
submitted to the Director General.

4. My examination revealed no weaknesses or errors which I considered material to the
accuracy, completeness, and validity of the financial statements as a whole and T have placed an
unqualified audit opinion on the Agency’s financial statements for 2001.



5. My report includes observations and recommendations intended to contribute to the
improvement of the Agency’s financial management and control, arising under paragraph 5 of the
Additional Terms of Reference Governing External Audit appended to the Financial Regulations and
relating to the efficiency of financial procedures, the accounting system, internal financial controls
and, in general, the financial consequences of administrative practices.

Main audit findings and recommendations

Corporate Governance and Internal Control

6. Sound corporate governance is necessary to support an organisation’s programme
management and the achievement of objectives; to safeguard and control funds and other assets; and
to ensure the best use of assessed and voluntary contributions. Management is responsible for the
maintenance of a sound system of internal control and risk management, which is an essential element
in effective governance arrangements.

7. The standard of corporate governance and financial management becomes even more
important at times of change, as currently experienced by the Agency. It is therefore especially
appropriate at this time to offer an independent overview of internal control for the organisation as a
whole, in the context of corporate governance and change management. My staff have therefore taken
stock of a number of key areas which underpin internal control, and financial risk and change
management:

Internal Audit;

the management of procurement;

the control of information technology developments;
matrix management; and

staff succession planning.

On Internal Audit

8. My staff reviewed the quality of the service provided by Internal Audit against a benchmark
of professional standards and best practice. In addition to the review of Internal Audit’s organisation,
planning and procedures, this examination included a review of audit reports; and interviews with
internal audit staff and staff of audited departments in the Agency. My staff also reviewed the
Agency’s Internal Audit Manual, which has been established to provide staff with guidelines and
standards to apply in audit assignments.

9. My staff obtained feedback from a questionnaire sent to eight Heads of Sections who received
final audit reports during the first quarter of 2001. 1 believe there is scope for Internal Audit to obtain
enhanced quality of service information and learn wider lessons from the audit process, through
systematic and more structured feedback on the approach, coverage, effectiveness and value of their
audit. Accordingly, as a quality assurance measure and a means of further enhancing the value of the
audit process, 1 recommend that Internal Audit consider establishing more systematic and structured
procedures for obtaining regular feedback from auditees, to learn lessons and to ensure that best value
continues to be obtained from the work.

10. Internal Audit currently maintain a database of all recommendations made. They undertake
follow-up reviews in selected priority areas or where they consider implementation may be delayed or
inadequate but do not systematically follow-up the implementation of each recommendation. Fully
comprehensive and systematic follow-up procedures would ensure that all audit recommendations are
given attention and would assist in the evaluation of the effectiveness and impact of internal audit
work throughout the Agency. Accordingly, | recommend that Internal Audit systematically review
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the implementation of all their recommendations; and record information on the rate of response and
details of non-implementation in their annual report to the Director General.

I1. Internal Audit are making increased use of commercial software to estimate the savings that
would arise from the implementation of their recommendations. [ commend this initiative and
recommend that Internal Audit continue to quantify cost savings arising from their recommendations
wherever possible, and include this information in their reports to management. In following-up their
recommendations, Internal Audit could also verify the level of savings actually achieved.

12. Systems of internal control and risk management can be enhanced through the use of audit
committees, which have come to represent best practice in both private and public sector
organisations. Audit committees have become an established element of good corporate governance
and a means whereby best value can be obtained from both internal and external audit. In the light of
developing standards and practice in corporate governance, | invite the Agency to consider whether
there might be merit in the establishment of an audit committee. My staff would be happy to advise or
discuss further how this might be achieved, taking into account best practice in similar non-
commercial public sector bodies.

On the Management of Procurement

13. The procurement of equipment, supplies and material is one of the Agency’s largest budget
items. In 2001, some US$ 62.4 million was spent on these items, representing 21 per cent of the
Agency’s total expenditure, or 63 per cent of expenditure excluding staff, consultancy and travel
costs. Beyond the need to ensure good value for money, procurement is also an area where strong
financial and managerial controls are particularly important to safeguard the Agency’s assets. My
staff reviewed the risks and overall level of financial control within the Agency’s procurement
arrangements.

14. Year-end bulging of expenditure is a feature of the Agency’s procurement and the risks
associated with this have been noted by the Programme and Co-ordination Committee. More rigorous
planning could mitigate these risks by facilitating a more even spread of expenditure throughout the
year. Accordingly I invite the Agency to consider the establishment of an annual procurement plan to
support improved management of purchasing activities.

15. In reviewing the procedures under which requisitions were raised and orders placed, my staff
identified a number of areas in which there are opportunities for the Agency to further enhance
existing procurement procedures. These areas include improved procurement planning; greater
harmonisation of computerised systems; further improvements in the handling of low value
requisitions or orders; greater use of paperless, electronic-based requisitioning and ordering; and
automatic tracking of deliveries. Accordingly, | recommend that the Agency review current
procurement systems and procedures in the light of these findings, to consider whether beneficial
improvements might be made.

16. Value for money is an important consideration in the best use and sound financial
management of the Agency’s limited funds. Contracts for supplies, equipment and other requirements
should preferably be awarded on the basis of the widest possible competitive tendering. In 2001,
approximately US$4 million was spent on some 50 contracts that had been financed with extra-
budgetary funds given by Member States under the proviso that contracts were awarded within the
donor country. Although the Agency’s Financial Rules allow the use of sole suppliers where there are
legitimate legal constraints governing the terms under which funds are provided, the Agency cannot
be assured of best value for money where limitations are placed on the usual competitive tendering
procedures. 1 therefore recommend that maximum transparency is maintained in these cases. In
particular, there should be full compliance with the Agency’s Financial Rules that a detailed statement
should be submitted in exceptional cases of sole source procurement, confirming that the Agency has
made an informed judgement that the price to be paid is nonetheless fair and reasonable.
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17. Two separate sections are involved in the procurement function for the Agency, and this
arrangement has previously been commented on in a number of consultancy reports. Benefits and
efficiencies may be available from the application of common processes and procedures within a
single procurement operation and [ therefore invite the Agency to consider whether the present
arrangement should be reconsidered to take advantage of best practices and modernised computer
technology in procurement.

On the Control of Information Technology (IT) Developments

18. The development and implementation of new computer and information technology (IT)
systems involves important investment and control issues, which demand a corresponding degree of
senior management oversight. [T developments can frequently involve key infrastructure changes,
often to business critical systems, with associated direct and indirect costs. Sound planning, effective
implementation and evaluation are key to the successful delivery of objectives. In particular, the
planning of new IT systems should provide for post implementation review, through which delivery
achievements can be assessed and lessons learnt for the development of future systems.

19. In my 1999 report I recommended that a post implementation review be conducted on the
AFIMS system. Although AFIMS has now been introduced, a post implementation review has yet to
be undertaken. The Agency is currently developing a number of other I'T systems, including BUDFIN
and FINTRAC, although my staff noted that no Agency-wide procedures have yet been established to
undertake post implementation reviews on these or other systems. I therefore recommend that the
Agency establish systematic post implementation evaluation procedures in relation to all I'T projects.

On Matrix Management

20. The Agency has initiated pilot schemes for matrix management in technical co-operation
activity, to address management issues and the achievement of objectives in a less hierarchical way
than has traditionally been the case. Matrix management may offer a more decentralised approach to
responsibility and accountability, and I welcome the Agency’s initiative, which may offer benefits
from a flatter and more adaptable organisational structure.

On Staff Succession Planning

21. The nature of the Agency's role embraces a staff rotation policy which has the benefit of
ensuring a regular supply of new and fresh talent to the organisation. The level of staff rotation
involved in this inevitably carries certain risks and demands for management. Rotation policies
unavoidably challenge continuity, in that established skills and institutional memory may be lost to
the organisation and work adversely affected by staff changes.

22. The Agency has no formal policy or guidance on staff succession planning. | recommend
that the Agency consider whether the present arrangements could be improved through closer links
between Personnel Department and the operational divisions; and the formulation of an Agency-wide
staff succession strategy, to include guidance to managers on the implementation of the rotation

policy.

Conclusion

23. The Agency has a range of processes in place, including internal audit, to support effective
internal control and sound financial management. There is scope to further enhance the overall quality
of governance and financial management through consideration of a number of changes and
improvements in the way in which Internal Audit operates; in the management of procurement; in the
control of I'T systems developments; and in succession planning.

12



SCOPE AND APPROACH OF THE AUDIT

Scope of the audit

24. [ have audited the accounts of the International Atomic Energy Agency for the financial
period 1 January to 31 December 2001 in accordance with Article XII of the Financial Regulations
and the Additional Terms of Reference Governing the External Audit annexed thereto. My audit has
been conducted in conformity with the Common Auditing Standards of the Panel of External Auditors
of the United Nations, the Specialised Agencies and the International Atomic Energy Agency. These
standards require me to plan and carry out the audit so as to obtain reasonable assurance that the
financial statements are free from material misstatement. The Agency’s management were
responsible for preparing these financial statements, and | am responsible for expressing an opinion
on them based on evidence obtained in my audit.

25. I have carried out separate audits of the following Funds for which the Agency has
management responsibility:

Vienna International Centre Commissary;

Seibersdorf Cafeteria;

Staff Welfare Fund;

Housing Projects Fund;

Vienna International Centre Child Care Centre - Expansion Project.

26. The financial statements for these Funds, together with my audit opinions on them, have been
submitted to the Director General.

27. In addition to my audit of the Agency’s accounts and financial transactions, 1 carry out
reviews under paragraph 5 of the Additional Terms of Reference Governing External Audit whereby 1
may make such observations as | deem necessary about the efficiency of the financial procedures, the
accounting system, the internal financial controls and, in general, the financial consequences of
administrative practices.

Audit objective

28. The main purpose of the audit was to enable me to form an opinion as to whether expenditure
recorded in 2001 had been incurred for the purposes approved by the General Conference; whether
income and expenditure were properly classified and recorded in accordance with the Agency’s
Financial Regulations; and whether the financial statements presented fairly the financial position at
31 December 2001.

Audit approach

29. My examination was based on a test audit, in which all areas of the financial statements were
subject to substantive testing of the transactions recorded. Finally an examination was carried out to
ensure that the financial statements accurately reflected the Agency’s accounting records and were
fairly presented.

30. My audit examination included a general review and such tests of the accounting records and
other supporting evidence as [ considered necessary in the circumstances. These audit procedures are
designed primarily for the purpose of forming an opinion on the Agency’s financial statements.
Consequently, my work did not involve a detailed review of all aspects of the Agency’s budgetary and
financial information systems and the results should not be regarded as a comprehensive statement on
all weaknesses that exist or all improvements that might be made.
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Audit conclusion

31. Notwithstanding the observations in this report, my examination revealed no weaknesses or
errors which | considered material to the accuracy, completeness, and validity of the financial
statements as a whole. In accordance with normal practice, my staff record additional findings in
management letters to the Agency’s senior management. None of these matters affects my audit
opinion on the Agency’s financial statements and schedules, and | have placed an unqualified opinion
on the Agency’s financial statements for 2001.

DETAILED FINDINGS FOR 2001

Corporate Governance and Internal Control

INTRODUCTION

32. In recent years, | have carried out a number of reviews of management issues in relation to
the Agency’s core operational programme activities, such as technical co-operation projects; the
strengthened safeguards system and nuclear safety. Sound corporate governance is essential to support
the achievement of programme objectives; and | have taken the opportunity for 2001, at a time of
considerable change and challenge to the organisation, to review a number of key control areas which
support the Agency’s governance and financial management.

33. An organisation’s system of internal control is fundamental to the identification and
management of risks that are significant to the fulfilment of programme objectives; to safeguard and
control funds and other assets; and to ensure the best use of assessed and voluntary contributions.
Furthermore, sound internal control facilitates the effectiveness and efficiency of operations; helps
ensure the reliability of internal and external reporting; and assists compliance with relevant
regulations and rules.

34. [t is the responsibility of the Director General to establish a sound system of internal control
and to seek regular assurance that will enable him to satisfy himself that the system is functioning
effectively. This is recognised in the Statement of the Director General’s Responsibilities presented
with the financial statements. He is assisted in this task by the work of the Programme Co-ordinating
Committee (PCC) and other key financial management and control functions, including Internal
Audit.

35. The standard of corporate governance and financial management becomes even more
important at times of great change. At the present time, the Agency has been undergoing a number of
significant infrastructure developments, including the introduction of results based budgeting; a
transition to biennial budgeting procedures; improvements in the utilisation of information
technology, such as the introduction of the FINTRAC system; and developments in management
processes, such as matrix management.

36. It is appropriate at this time to offer an independent overview of internal control for the
organisation as a whole, in the context of corporate governance and change management. My staff
have therefore reviewed a number of key areas which underpin internal control and financial risk
management:

e Internal Audit;
e the management of procurement;
e control of information technology (IT) developments;
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* matrix management; and
e staff succession planning.

INTERNAL AUDIT

37. Effective internal audit is an integral element of sound corporate governance. In May 2001,
the Director General approved the establishment of the Office of Internal Oversight Services to
incorporate four major management control functions across the Agency under one Director. The
new office comprises Programme Evaluation, Management Services, Investigation and Internal Audit.
The Internal Audit part of the Office of Internal Oversight Services retains responsibility for
providing independent and objective assurance that a cost effective system of internal control is in
place; and for making recommendations for the improvement of internal controls, operations, risk
management and accountability.

38. My staff reviewed the quality of the internal audit service within the Office of Internal
Oversight Services, against a benchmark of established professional standards and best practice in
relation to:

the governing regulations;
audit strategy and planning;
performance reporting;
staffing and independence;
quality assurance;

report preparation; and
follow-up procedures.

39. In carrying out this review, my staff had regard to established professional standards for
internal audit practice, such as those of the Institute of Internal Auditors; and the requirements of the
International Federation of Accountants’ International Standards on Auditing, [SA 610: Considering
the Work of Internal Auditing.

40. They reviewed internal audit planning and ten audit reports from 2000-2001; interviewed
internal audit staff; and sought the opinion of audited departments in the Agency. They also reviewed
the Agency’s Internal Audit Manual, which had been established in 1999 to provide staff with
guidelines and standards to apply in audit assignments.

41. As a result of this review, in addition to confirming the adequacy of the Agency’s
arrangements for internal audit, my staff identified a number of areas where there may be scope for
further improvement.

Quality of service

42. To obtain the views of management on the quality of internal audit outputs and procedures,
my staff sent a questionnaire to eight Heads of Sections who received final audit reports during the
first quarter of 2001. They found that audited departments generally understood and appreciated the
role of Internal Audit, and acknowledged the validity of their report recommendations. However,
some departments commented to us on whether even greater added value could have been provided
by the internal audit process. Their comments were broader than the usual feedback that is given by
auditees at audit closure meetings and in discussion and agreement of draft reports.

43. While the Head of Internal Audit has periodic discussions and contact with line management
generally, we believe there is scope for Internal Audit to obtain useful additional feedback and learn
wider lessons from the audit process through more formalised, structured and systematic feedback
from auditees: for example through the use of questionnaires or alternative procedures. This would
provide an opportunity for Internal Audit to identify issues or concerns arising out of the audit process
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itself; enable management to better assess the effectiveness and value of internal audit work; and offer
an opportunity for Internal Audit to provide further support to line management.

44. Accordingly, as a quality assurance measure and a means of enhancing of the audit process, [
recommend that Internal Audit consider establishing a more formal, systematic and structured
process for obtaining regular feedback, to learn lessons and to ensure that best value continues to be
obtained from their work.

Follow-up procedures

45. Follow-up procedures are essential to the systematic monitoring of internal audit
recommendations themselves and to any assessment of the effectiveness and impact of Internal Audit
throughout the Agency.

46. Internal Audit maintain a database of all recommendations made but currently do not
systematically follow-up the implementation of each recommendation. They undertake follow-up
reviews in selected priority areas; and follow up recommendations where they consider
implementation may be delayed or inadequate in relation to identified risks to the Agency.

47. The work of Internal Audit is a key element in the overall system of internal control at the
Agency. It is therefore important that Internal Audit’s procedures are sufficiently comprehensive and
systematic to evaluate the organisation’s implementation of audit recommendations generally; and
bring to the attention of the Director General any areas where appropriate action has not been taken by
line management. Furthermore, the programme outcomes for Internal Audit and Investigation under
the Agency’s plan for the 2002-2003 biennium include the implementation of recommendations
leading to efficient and economic use of resources, and non-recurrence of infringements and irregular
activities.

48. Accordingly, [ recommend that Internal Audit systematically review the implementation of
all their recommendations, and record information on the rate of response and details of non-
implementation in their annual report to the Director General.

Performance measurement

49. The biennial budget of the Office of Internal Oversight Services for 2002-2003 includes
indicators for the measurement of Internal Audit performance. One of these indicators is the reduction
or elimination of restrictive administrative and financial controls on management processes or
systems, in order to achieve cost savings and improved efficiency.

50. In response to this indicator, Internal Audit are making increased use of commercial software
to estimate the cost of departmental activities. This is used by Internal Audit as a tool to estimate the
savings that would arise from the implementation of their recommendations.

51. I commend this initiative, which will help the Agency to confirm the value provided by the
internal audit activity; and provide improved means to evaluate past and future impacts. Although not
all audit activities can give rise to financial savings, | recommend that Internal Audit continue to
quantify cost savings arising from their recommendations wherever possible and include these in their
reports to management. In following-up their recommendations, Internal Audit could also verify the
level of actual savings subsequently achieved.

Intranet use

52. Internal Audit has an overview of the organisation as a whole that puts it in a unique position
to support as well as evaluate the Agency’s management and procedures. | welcome the efforts made
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by the Head of the Office of Internal Oversight Services to raise the profile and contribution of
[nternal Audit, in particular through:

e twice yearly reporting to Agency staff on the role of audit;

e participation in the Management Curriculum training intended for all managers at the
Agency; and

e presentations to senior management.

53. These efforts will be complemented by the current development by Internal Audit of its own
web space on the Agency’s intranet site. This will ensure a more widespread understanding of the role
of Internal Audit within the Agency and provide a means to disseminate advice on good practice. |
welcome this initiative.

Audit Committee

54. Corporate governance and systems of internal control and risk management can be enhanced
through the use of an audit committee, which represents best practice in both private and public sector
organisations. Audit committees have become an established element of good corporate governance
and a means whereby best value is obtained from both internal and external audit activities.

55. Management is responsible for reviewing all controls, including financial, operational and
compliance controls and risk management. A sound system of internal control depends on a thorough
and regular evaluation of the nature and extent of the risks to which an organisation is exposed. An
audit committee, which is an advisory body without executive powers, can play an important and
informed role in achieving this and providing advice and support to the Director General and senior
management. It can:

e promote the understanding of internal audit’s role and status within the organisation;
¢ enhance the independence and perceived value of internal audit;

e provide advice and assessment of business risk issues;

e provide an informed forum for senior management to discuss internal control, including
issues raised by internal and external audits;

e assist the Head of Internal Audit in assessing priorities; and

e aid in the co-ordination of internal audit, external audit and any other consultancy and
inspection reviews.

56. In the light of developing standards and practice in corporate governance, [ invite the Agency
to consider whether there might be merit in the establishment of an audit committee. My staff would
be happy to advise or discuss further how this might be achieved, taking into account best practice in
similar non-commercial public sector bodies.

THE MANAGEMENT OF PROCUREMENT

57. The Agency’s main procurement operations are split into two sections. One section covers
field procurement, for the Technical Co-operation and the Co-ordinated Research Programmes, and
the other handles general procurement, including Safeguards. Each section is in a different division.

58. The procurement of equipment, supplies and material is one of the Agency’s largest budget
items. In 2001, some US$ 62.4 million was spent on these items, representing 21 per cent of the
Agency’s total expenditure or 63 per cent of expenditure excluding staff, consultancy and travel costs.
The effective management of procurement is central to successful achievement of the Agency’s
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programmes. [t is important to obtain necessary goods and services at the right price and at the right
time. Failure to do so can put the achievement of key objectives and outputs at risk, and can result in
additional and avoidable costs to the Agency.

59. In addition to the need to secure good value for money, procurement is an area where strong
financial and managerial controls are important to the safeguarding of the Agency’s assets.

60. My staff undertook a review of the risks and overall level of financial control provided by the
present procurement arrangements. They were assisted in this task by an external consultant with
considerable procurement experience in both the public and private sectors. The findings from this
review concern the planning of procurement; the efficiency of current procedures and practice; and
the extent to which the Agency’s procedures ensure best value for money from procurement.

Procurement planning

61. In 1995, my predecessor, the Auditor General of Canada, reported that approximately 45 per
cent of the total value of the Agency’s procurement occurred during the final three months of the year.
This expenditure primarily related to the regular budget, where unspent sums cannot be retained and
rolled forward to the following financial year.

62. Year-end bulging of expenditure continues to be a feature of the Agency’s procurement. The
proportion of regular budget expenditure on procurement in the last three months of 1999 and 2000
was 41 per cent and 43 per cent, respectively.

63. [In March 2001, the Programme and Co-ordination Committee (PCC) noted the risks
associated with such a pattern of expenditure, which causes a rush of work for procurement staff ;
inherent danger of poorly prepared final contracts and purchase orders; and the possibility of the loss
of funds due to insufficient time to finalise contracts and orders.

64. In October 2001, the Procurement and Supply Section reported back to the PCC on the likely
situation for the 2001 year end, by stating that the trend looked much the same as previous years. The
PCC encouraged staff to take account of the procurement lead times documented in the newly
published Purchasing Guide, so as to avoid year-end bulging. Total procurement expenditure of the
field and general procurement sections in the last three months of 2001 was 42 per cent of the year’s
total.

65. Well-designed planning and management of procurement can offer the opportunity of
smoothing purchasing activity during the year and avoiding end of year bulges. Procurement plans
exist at various levels and detail within the Agency but my staff were unable to identify a
consolidated, Agency-wide, annual procurement plan, matched against available funds.

66. A comprehensive and effective annual procurement plan, showing monthly expenditure
against planned expenditure, both in total and analysed by programme, would provide an important
management tool for the Director General and the PCC. [n addition to facilitating a more even spread
of expenditure throughout the year, it could aid the management of in-year changes as priorities alter
and plans and budgets need to be adjusted. More rigorous planning would assist senior management
in providing direction and monitoring progress from an Agency-wide perspective.

67. Accordingly, 1 invite the Agency to consider the establishment of an annual procurement
plan.

Efficiency of procurement procedures

68. My staff reviewed the procedures under which requisitions were raised and orders placed. We
are aware that the Agency is always considering more efficient mechanisms to process procurement.
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Our review identified a number of areas in which the Agency may have opportunities to further
enhance the existing procurement procedures:

e Greater harmonisation of information technology (IT). Although operating under the same
basic rules and procedures, the Agency’s two procurement sections use different computerised
systems. Further, the sections/units requesting procurement use separate [T systems to monitor
their purchases. Currently these systems are not linked together; and not all are fully integrated
with the Agency’s main financial systems.

e My staff noted a significant volume of low value purchases, in which the item cost for 68 per
cent of all items procured in 2001 was less than $2,000. The majority of these purchases follow
the full requisition/order procedure laid down for all purchasing. For low value purchases, the
procurement process can cost more than the item purchased. There should be scope to explore the
use of other methods of purchasing these low value items, such as petty cash payments, greater
use of blanket purchase order agreements, or procurement cards.

o The use of paperless, electronic-based requisitioning and ordering can substantially speed up
the processing time for procurement. Further efficiencies would be available from the use of
electronic authorisation or approval signatures; and where documentation could be handled
electronically, in-house by the Agency’s intranet and with suppliers over the Internet.

e The field procurement section might consider the possibility of asking major suppliers to
provide automatic Internet tracking of deliveries, thus saving on procurement clerks’ time
currently spent on such tracking.

69. Systems and procedural improvements can raise the efficiency and quality of the procurement
service and offer economies. They may also offer benefits by allowing senior managers to better
track successful delivery and the achievement of procurement objectives; and to monitor the risks
involved.

70. I recommend that the Agency review current procurement systems and procedures in the
light of these findings, to consider whether beneficial improvements might be made.

Restrictions imposed on extra-budgetary funds

71. Value for money is an important consideration in sound financial management and the best
use of the Agency’s limited funds. For this reason, contracts for supplies, equipment and other
requirements should preferably be awarded on the basis of the widest possible competitive tendering.
This is reflected in the Agency’s Financial Rules (Rule 110.37), which provide for competitive
purchasing except in exceptional circumstances. The Financial Rules also specify the circumstances
where there may be exceptions to competitive tendering (Rule 110.38).

72. In my 1997 report, 1 noted cases where restrictions on competitive purchasing had been
imposed on the Agency because procurement had been financed with extra-budgetary funds given by
Member States under the proviso that contracts were awarded within the donor country. In some
cases, the donor country also specified the particular supplier to be used. In 1997, the value of this
type of tied funding procurement amounted to US$3.9 million. In 2001, approximately US$4 million
was still being spent on some 50 contracts of this nature.

73. Although the Financial Rules allow the use of sole suppliers where there are legitimate legal
constraints, the Agency is unable to be fully confident that best value for money has been obtained
from procurement carried out in this way. | welcome the action that the Agency has taken to obtain
internal legal opinion on whether this rule does apply to such funding. Nevertheless, | recommend
that maximum transparency is maintained in these cases, in particular under Financial Rule 110.39
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that a detailed statement should be submitted in sole source procurements, confirming that the Agency
has made an informed judgement that the price to be paid is fair and reasonable.

Single Entity for Agency Procurement

74. The Agency has commissioned, over the years, a number of consultancy reports on the
procurement function. One of the issues considered by consultants has been whether there should be a
single procurement section, under a single Head of Procurement, within the Agency. This could
capitalise on synergies, common processes and procedures, including the sharing of a single
procurement computer system. Benefits may be available through efficiencies and economies in
operating a single procurement function. | therefore invite the Agency to consider revisiting this issue
in light of current best practices and to take advantage of modernised computer technology.

CONTROL OF INFORMATION TECHNOLOGY DEVELOPMENTS

75. The development and implementation of new computer and information technology (IT)
systems involve important investment and control issues which require a corresponding degree of
senior management oversight. [T developments can frequently involve key infrastructure changes,
often to business critical systems, with associated direct and indirect costs in controls, business
continuity and efficiency.

76. While IT developments can represent significant process improvements, they are expensive
activities that rely for success on sound managerial and budgetary control to deliver systems that are
in line with project plans and the organisation’s requirements.

77. Sound planning, effective implementation and evaluation are key to successful achievement
in project management and the delivery of objectives. In particular, planning for the introduction of
new computerised systems should provide for post implementation review. Post implementation
review of systems developments can make a significant contribution to the successful introduction of
new IT, most of which represents important financial commitments by the organisation, by ensuring
that progress can be properly assessed and lessons learnt for the development of future systems.

78. In my 1999 report I recommended that a post implementation review be conducted on the
AFIMS system. Although AFIMS has now been introduced, such an evaluation has yet to be
undertaken.

79. The Agency is currently developing a number of other IT systems, including BUDFIN and
FINTRAC, although my staff noted that no Agency-wide procedures have yet been established to
undertake post implementation reviews on these or other systems.

80. I therefore recommend that the Agency establish systematic post implementation evaluation
procedures in relation to all IT projects, to address in particular the consideration of:

whether change has achieved the planned results;

whether users are content with the product;

whether unforeseen problems have occurred;

whether work was implemented to the planned schedule and within budget; and
whether lessons can be learnt for the next time.

MATRIX MANAGEMENT

81. Of particular importance to the achievement of good corporate governance is the existence of
a sound and appropriate management structure. The Agency’s existing management organisation has
been largely vertical, hierarchical, task orientated and specialised, operating within the structure of
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divisions. This vertical structure may not always best suit the circumstances where responsibility for
achieving specific goals cuts across divisions.

82. To address the inherent limitations in this management structure, the Agency has initiated
pilot schemes for matrix management in technical co-operation activity, through re-defining the
relationship and respective responsibilities of Technical Co-operation Officers and Technical Officers.
More recently, a review of the Agency’s activities to protect against nuclear terrorism has been
organised by a committee that cuts across divisional hierarchies.

83. In general, matrix management represents a pooling of management resources to meet a
particular objective, irrespective of the usual individual reporting lines. Matrix management may offer
a more decentralised approach to responsibility and accountability, which can lead to a flatter and
more adaptable organisational structure and may be better placed to respond to change.

84. | welcome the Agency’s initiative in exploring improvements in management structures and
practices.

STAFF SUCCESSION PLANNING

85. The nature of the Agency's role and staffing arrangements embrace a staff rotation policy
which has the benefit of ensuring a regular supply of new and fresh talent to the organisation. The
level of staff rotation inevitably carries certain risks and demands for management. Rotation policies
unavoidably challenge continuity, in that established skills and institutional memory may be lost to
the organisation, and work may be adversely affected by staff changes.

86. In my 1997 report I noted that, where projects have a long lead time, key members of staff
may have to leave when their contracts expire but before their work is completed, which may leave
gaps in coverage. Accordingly, I recommended that the Agency should ensure that appropriate
attention continues to be paid to succession planning.

87. The Agency has a policy on tenure of appointment and contract extensions to provide, inter
alia, for necessary continuity in essential functions; but has no wider guidance or formal succession
strategy. In particular, there may be scope for improvements through closer links between the
operational divisions and resources the Personnel Department. | understand that the introduction of
results-based budgeting will result in the allocation of all staff by programme, sub-programme and
project levels. This will greatly facilitate the linkage of human resource information between divisions
and the Personnel Department.

88. Accordingly, I recommend that the Agency consider whether the present arrangements could
be further improved through the consolidation of data held by Personnel Department and the
operational divisions; and the formulation of an Agency-wide staff succession strategy, to include
guidance to managers on the implementation of the rotation policy.

CONCLUSION

89. The Agency has a range of processes in place which support effective systems of internal
control and sound financial management. At the same time, there is scope to further enhance the
overall quality of governance and financial management through consideration of a number of
changes and improvements in the way in which Internal Audit operates; in the management of
procurement; in the control of [T systems developments; and in succession planning.
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Other Financial Matters

CASES OF FRAUD OR PRESUMPTIVE FRAUD

90. No cases of fraud or presumptive fraud have been notified to me by the Agency during the
year.

LOSSES, WRITE-OFFS AND EX-GRATIA PAYMENTS

91. In accordance with Financial Regulation 10.05, the Agency informed me of non-inventory
write-offs totalling $53,124 in 2001. These related to unrecoverable suspense account items. The
Agency has also reported the losses of eight inventory items with a total current value of $28,542.
With the exception of one item, costing $3,104, the Agency has obtained replacements from its
insurers at no extra cost. The Agency made no ex-gratia payments in 2001.

FOLLOW-UP TO AUDIT RECOMMENDATIONS MADE IN
2000

92. My 2000 report included recommendations relating to nuclear safety and information
technology security.

Nuclear Safety

93. [n their review of the work of the Department for Nuclear Safety, my staff examined the use
of performance indicators; the 1999 Programme Performance Assessment System review; and the
interrelationship with the activities of the Nuclear Energy Agency of the Organisation for Economic
Co-operation and Development.

On the Review of Performance Indicators

94. The 2002-03 biennium is the first period for which the Agency will fully implement results
based programming and budgeting. My report considered how effectively the Department of Nuclear
Safety had introduced performance indicators to its programming and budgeting process to date. The
issue of performance indicators has wider relevance than Nuclear Safety alone and the Agency has
responded, where appropriate, on a generic, organisation-wide basis.

95. I recommended that the Agency improve database records on safety review missions, to
record recommendations made during missions and whether the recommendations have been
implemented. The Agency has informed me that this action has already been taken for those services
which are presently included in a database; while for other services, progress on recommendations is
monitored using printed reports. Eventually, all services will be included in databases, including the
follow-up of recommendations.

96. [ recommended that the Agency modify its country nuclear safety profiles to identify
‘milestones’ and their achievement. The Agency has stated that this approach will be taken in the
framework of the integrated safety assessments of the relevant Member States, which are currently
under development.
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97. I recommended that the Agency consider developing more indicators based on the National
Reports; and put procedures in place to review the reports systematically and extract available
information about performance. In response, the Agency has put in place a procedure for the review
of National Reports, in order to be able to extract information on the performance of the Agency and
how it affected Member States through its safety standards and services.

98. I recommended that the Agency consider whether it should retain demand indicators and, if
so, refine such indicators to show the level or direction of change which is desirable. The Agency has
now considered this issue and has decided against retaining demand indicators for future programme
cycles.

99. | recommended that the Agency consider whether it wishes to retain output indicators; and, if
so, establish assessment criteria for each indicator and collect data systematically to monitor
performance. The Agency has informed me that it wishes to retain the possibility of using output
indicators but only if they also point to trends or changes.

100. | recommended that the Agency reconsider the number of indicators it is introducing and
focus on fewer indicators for which it can manageably generate performance data. 1 am pleased to
note that the Agency has since reconsidered the number of indicators it had identified in programmes
for 2002-2003 and has reduced them drastically. The Agency has reduced the number of indicators by
some 27 per cent, from 364 indicators in the draft Programme and Budget document issued in
December 2000 to 266 in the final document issued in August 2001. For the Nuclear Safety
Programme the reduction was even more significant, by 45 per cent, from 105 to 58 performance
indicators.

101. I recommended that the Agency clarify its approach between the use of demand and output
indicators, or indicators of outcomes. The Agency has since clarified that performance will be
measured against expected outcomes.

102. 1 recommended that suitable systems be adopted to collect, analyse and report on data to
Member States. The Agency has informed me that a suitable system for this is being developed.

103. 1 recommended that the Agency take account of the practicalities of collecting and analysing
data to evaluate performance in setting indicators, since there is little point in having an indicator
which cannot effectively be assessed. The Agency has agreed with this recommendation and notified
programme managers accordingly.

104. 1 recommended that the Agency develop more detailed guidance for staff on data collection
issues; and provide training on all aspects of performance measurement for key management staff in
line departments to assist them in setting meaningful indicators. The Agency has responded that
systematic training has started through the Management Certificate Curriculum and that specific
training on data collection will start as soon as the system is developed.

On the Programme Performance Assessment System

105.  Since the Agency-wide introduction of the Programme Performance Assessment System
(PPAS) in 1994, the Department of Nuclear Safety had been reviewed by the System three times: in
1995, 1997 and 1999. My staff concentrated their examination on the results of the latest, 1999,
review.

106. A number of limitations were identified in the construction and use of the questionnaire
issued by Nuclear Safety prior to the PPAS peer review taking place. These included the design of the
questionnaire and the time allowed for responses. | recommended that, for future questionnaires to be
more successful, attention should be paid to avoiding the limitations that had been noted. The Agency
has confirmed that the limitations identified will be addressed and avoided in future review exercises.
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107. I recommended that the Agency carefully consider the remit of PPAS peer groups to ensure
that they are not over tasked; that preparatory papers be forwarded to them as early as possible; and
that the Agency utilise experts who would be available to return for an additional report-
drafting/review visit. Although this finding arose from the review of the 1999 Nuclear Safety PPAS,
the Agency has informed me that terms of reference for all PPAS evaluation groups are now being
drafted taking this recommendation into account.

108. | recommended that Evaluation Reports should only include recommendations where new
actions are required. The Agency has agreed that the peer review panel should not include
recommendations where new actions are not required.

109. | recommended that the Agency follow a standard, organisation-wide, approach in the
application of PPAS. The Agency has agreed with this and informed me that a standard Agency-wide
approach to evaluation has been established through a programme evaluation policy approved by the
Director General, with procedures being developed to that effect.

IT Security

110.  The Agency had undertaken a review of its information technology (IT) systems security with
the help of outside consultants in January/February 2000. As a result of the review, the Agency
drafted an action plan to improve [T security. In order to fully optimise I'T security, [ recommended
that the Agency include in its action plan comprehensive Agency-wide security requirements,
identifying infrastructure vulnerabilities, and also develop a security risk management strategy. The
recently formed Management Division of Information Technology has initiated the development of an
Agency-wide I'T Security Policy

ACKNOWLEDGEMENT

111. 1 wish to record my appreciation of the co-operation and assistance extended by the Director
General and the staff of [AEA during my 2001 audit.

(signed) Sir John Bourn
(Comptroller and Auditor General, United Kingdom)
External Auditor
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PART II

STATEMENTS

Sir,

Pursuant to financial regulation 11.03(a), 1 have the honour to submit the accounts of the
[nternational Atomic Energy Agency for the year ended 31 December 2001, which I hereby approve.
The financial statements have been prepared and signed by the Director, Division of Budget and

Finance.

Accept, Sir, the assurances of my highest consideration.

(signed) MOHAMED ELBARADEI
Director General
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STATEMENT 1l

STATEMENT OF CASH FLOW
for the period ending 31 December 2001
(expressed in United States dollars)

2001 2000
CASH FLLOWS FROM OPERATING ACTIVITIES:
Net excess (shortfall) of income over expenditure (Statement ) (355 881) (4 102 209)
(Increasc) decreasce in contributions reccivable 9160 103 5268292
(Increase) decrcasc in other accounts reccivable & Clearing account - Travel 4 681 130 (5018 986)
Increasc (decrcasce) in contributions reccived in advance (2 626 640) 1514947
Increase (decerease) in unliquidated obligations 4 422 409 1330979
Increase (decrease) in accounts payable 647 944 310 840
Increase (decrease) in other liabilities 1397 154 -
Less: Interest income (5710 505) (5 801 640)

Currency exchange adjustments 732 363 8 591 526
NET CASH FROM OPERATING ACTIVITIES 12 348 077 2093 749
CASH FLOW I'ROM INVESTING AND FINANCING ACTIVITILS:

Plus: Interest income 5710 505 5 801 640

Currency exchange adjustments

(732363)

(8 591 526)

NET CASH FROM INVESTING AND FINANCING ACTIVITILES 4978 142 (2 789 886)
CASH FLLOW FROM OTHER SOURCES:

Savings on or canccellation of prior periods' obligations 8172 232 4 755949

Increase (decrcasce) in provision for uncollected contribution (TCF) (22 398) (391 261)
Transfers to reserves 2 247 000 694 000

Transfers from reserves - (1900 173)
Net increase (decrease) in Working Capital Fund 1 080 ( 720)

Credits to Member States

(3 451 909)

(6 995 376)

NET CASH FROM OTHER SOURCES 6 946 005 (3837581
NET INCREASE (DECREASE) IN CASH AND TERM DEPOSITS 24272224 (4533 718)
CASII AND TERM DLPOSITS, BLGINNING OF PERIOD 107 945 806 112 479 524

TOTAL CASH AND TERM DLEPOSITS, END OF PERIOD (Schedule S12)

132218 030

107 945 806

consisting of:

Fund Group I - Regular Budget Fund and Working Capital Fund
Fund Group I1 - Technical Co-operation I'und

Fund Group Il - Extrabudgetary Programme FF'und

Fund Group IV - Technical Co-operation Lixtrabudgetary I'und
Fund Group V - United Nations Development Programme (UNDP)
Fund Group VI - Trust Funds and Reserve I‘'unds

38908 190
44207 017
34937324
10376 310
1455292
2333 897

26 691 085
44 523 349
24 138 357
8262 694
553 565
3776756

132218 030

107 945 806

(signed) ABRAHAM E. ESPINO
Dircctor, Division of Budget and Finance
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SCHEDULE S2

STATUS OF THE WORKING CAPITAL FUND
AS AT 31 DECEMBER 2001

2001 2000

Balance as at 1 January 18 135 020 18 465 246
Receipts/(Refunds)

From Member States 138 305 (330 226)
Withdrawals

Advance to the Regular Budget Fund (496 489) -
Balance as at 31 December 17776 836 18 135 020
Established Level 18 000 000 18 000 000
Add: Net increase due to new Member States assessments 7 560 1 800
Less:  Application of Working Capital Fund advance to outstanding

assessments of a former Member State (4 680) -
Total  (Statement I1/Schedule S3) 18 002 880 18 001 800
Add: Advance contributions from Member States (Schedule S3) 284 645 142 020
Less:  Advance due from the Regular Budget Fund (496 489) -

Due from Member States (Schedule S3) ( 14 200) ( 8 800)
Balance as at 31 December 17776 836 18 135 020
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SCHEDULE S3

STATUS OF ADVANCES TO THE WORKING CAPITAL FUND

AS AT 31 DECEMBER 2001

Member State Assessed Paid Outstanding Credits a/
Afghanistan 540 540 - -
Albania 540 540 - -
Algeria 15 300 15 300 - -
Angola 1 800 1 800 - -
Argentina 196 020 196 020 - 1440
Armenia 1 080 1080 - -
Australia 263 520 263 520 - 16 020
Austria 167 400 167 400 - -
Bangladesh 1 800 1 800 - -
Belarus 10 080 10 080 - -
Belgium 196 200 196 200 - -
Benin 360 360 - -
Bolivia 1260 1260 - 180
Bosnia and llerzegovina 900 900 - -
Brazil 261 360 261 360 - 38 396
Bulgaria 1 980 1 980 - 180
Burkina Faso 360 360 - -
Cambodia 180 180 - -
Camcroon 2340 2 340 - -
Canada 485 460 485 460 - -
Chile 24 120 24120 - 2 897
China 176 760 176 760 - 23 544
Colombia 19 440 19 440 - 2 847
Costa Rica 2 880 1 800 1 080 -
Cote d'lvoire 1620 1620 - -
Croatia 5400 5400 - 1260
Cuba 4320 4320 - -
Cyprus 5940 5940 - 345
Czech Republic 19 080 19 080 - 4329
Democratic Republic of the Congo 1260 800 460 -
Denmark 122 940 122 940 - 5760
Dominican Republic 2 700 1 600 1 100 -
Ecuador 3 600 3600 - -
Leypt 11520 11520 - 1765
El Salvador 2 160 1 000 1 160 -
Estonia 2 160 2 160 - -
Lithiopia 1 080 1 080 - -
Finland 96 480 96 480 - -
I'rance 1163 160 1163 160 - -
Gabon 2 700 1 600 1100 -
Georgia 1260 - 1260 -
Germany 1751760 1751 760 - -
Ghana 1260 1260 - -
Greece 62 280 62 280 - 13 927
Guatemala 3240 3240 - 500
[aiti 360 200 160 -
Holy Sce 180 180 - -
llungary 21240 21240 - -
[celand 5760 5760 - -
India 53100 53100 - 5580
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SCHEDULE S3 (continued)

Member State Assessed Paid Outstanding Credits a/
Indonesia 33480 33480 - -
[ran, Islamic Republic of 28 620 28 620 - 7759
Iraq 5760 5760 - -
Ircland 39780 39 780 - 2923
Israel 62 280 62 280 - 4322
Italy 966 240 966 240 - -
Jamaica 1 080 1 080 - -
Japan 3656 340 3656 340 - -
Jordan 1 080 1 080 - 200
Kazakhstan 8 460 8 460 - -
Kenya 1260 1260 - -
Korea, Republic of 178 740 178 740 - 24 143
Kuwait 22 680 22 680 - 2 033
Latvia 3 060 3 060 - -
I.cbanon 2 880 2 880 - -
I.iberia 360 200 160 -
Libyan Arab Jamahiriya 21 960 21 960 - -
I.icchtenstein 1 080 1 080 - -
Lithuania 2700 2700 - 180
.uxembourg 12 060 12 060 - 864
Madagascar 540 540 - -
Malaysia 32 580 32 580 - 4262
Mali 360 200 160 -
Malta 2520 2520 - -
Marshall Islands 180 180 - -
Mauritius 1620 1620 - 180
Mexico 176 760 176 760 - 10 080
Monaco 720 720 - -
Mongolia 360 360 - -
Morocco 7200 7200 - 540
Myanmar 1440 1440 - 180
Namibia 1260 1260 - -
Netherlands 289 980 289 980 - 8 640
New Zealand 39240 39240 - 2160
Nicaragua 180 180 - -
Niger 360 360 - -
Nigeria 5760 5760 - 1765
Norway 108 360 108 360 - 2700
Pakistan 10 440 10 440 - -
Panama 2340 2 340 - 400
Paraguay 2520 2520 - -
Peru 17 640 17 640 - 2165
Philippines 14 400 14 400 - -
Poland 34740 34740 - 6627
Portugal 76 500 76 500 - 2 880
Qatar 5940 5940 - -
Republic of Moldova 1 800 1 800 - -
Romania 9900 9900 - 180
Russian Federation 191 340 191 340 - 13 680
Saudi Arabia 99 900 99 900 - -
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SCHEDULE S3 (continued)

Member State Assessed Paid Outstanding Credits a/
Senegal 1 080 1080 - -
Sicrra lL.cone 180 180 - -
Singapore 31 860 31 860 - 1 669
Slovakia 6120 6120 - 1260
Slovenia 10 800 10 800 - 793
South Africa 64 980 64 980 - 5040
Spain 460 440 460 440 - -
Sri Lanka 2160 2160 - 333
Sudan 1260 1260 - -
Sweden 191 700 191 700 - -
Switzerland 216 000 216 000 - 1 620
Syrian Arab Republic 11340 11340 - 1565
Thailand 30240 30240 - 3 996
The former Yugoslav Republic of Macedonia 720 720 - -
Tunisia 5040 5040 - 180
Turkey 78 120 78 120 - -
Uganda 720 720 - -
Ukraine 33 840 33 840 - -
United Arab Limirates 31680 31680 - 2318
United Kingdom of Great Britain and Northern Ireland 905 040 905 040 - 46 440
United Republic of Tanzania 540 540 - 100
United States of America 4 500 000 4 500 000 - -
Uruguay 8 460 8 460 - 1232
U~zbcekistan 4500 4500 - -
Venezuela 28 440 28 440 - -
Viet Nam 1260 1260 - 266
Yemen 1 800 1 800 - -
Zambia 360 360 - -
Zimbabwe 1620 1620 - -
Sub-total 17995320 b/ 17988 680 6 640 284 645
New Members:

Azerbaijan - ¢/ 1 980 - 1 980 -

Central African Republic  d/ 180 - 180

Tajikistan ¢/ 720 - 720

Yugoslavia, Federal Republic of {7 4 680 - 4 680 -
Sub-total 7 560 - 7 560 -
TOTAL 18 002 880 17 988 680 14200 284 645

a/ These amounts reflect cash surplus credits against the advances to the 2002 Working Capital Fund.

b/ This amount excludes the share of the former Yugoslavia amounting to $4 680.
¢/ Azerbaijan became a Member of the Ageney on 30 May 2001.
d/ Central Alrican Republic became a Member of the Agency on 5 January 2001,
¢/ Tajikistan became a Member of the Agency on 10 September 2001.
/' 'The I'ederal Republic of Yugoslavia became a Member of the Agency on 31 October 2001.
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SCHEDULE 5S4

REGULAR BUDGET FUND

STATUS OF CASH SURPLUSES
AS AT 31 DECEMBER 2001

2001 2000
Current year
Receipts 190 167 168 181 469 603

Disbursements (Statement V)

Excess (shortfall) of receipts over disbursements

Unliquidated obligations (Statement V)

(174 851 702)

(176 483 567)

15315 466

(21952 414)

4 986 036

(19 941 294)

Provisional deficit (6 636 948) (14 955 238)
Contributions receivable (Schedule S1) 7 384 027 10 438 078
Miscellaneous income receivable 520 555 419 188
Excess (shortfall) of income over expenditure - (Statement I) 1267 634 (4 097 992)
Disposition of prior year's provisional surplus (deficit)
Prior year provisional deficit (14 955 258) (17 944 865)
Receipt of:

Contributions all prior years (Schedule S1) 12 721 638 18 101 482

Miscellancous income 419 188 716 569
Savings on liquidation of prior years' obligations 1317943 2456 881
Prior year cash surplus/(deficit) (1496 489) 3330 067
Other surpluses: (Schedule S53)

Cash surpluses withheld pending receipt of contributions 571971 693 813
Total surplus (Statement 1I) 1343 116 (74 112)
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SCHEDULE S5

REGULAR BUDGET FUND

STATUS OF CASH SURPLUSES WITHHELD PENDING
RECEIPT OF CONTRIBUTIONS AS AT 31 DECEMBER 2001

Budget years 31 December 2000 Surrendered 31 December 2001
1959-1968 2 070 - 2 070
1979-1988 65 146 3750 61396
1989 13 143 - 13 143
1990 43 160 - 43 160
1992 32955 - 32955
1993 23 892 - 23 892
1994 83173 - 83 173
1995 7479 3149 4330
1996 176 298 60418 115 880
1997 87 540 10 561 76 979
1998 158 957 74 535 84 422
1999 3330 067 3299496 a/ 30 571
TOTAL (Schedule S4) 4023 880 3 451 909 571971

a/ This amount includes $1 847 000 which is being retained as a special appropriation for the
acquisition of safeguards equipment in 2002.
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SCHEDULE S6

REGULAR BUDGET FUND

REGULAR BUDGET 2001

SUMMARY BY ITEM OF EXPENDITURE

Ixpenditures

2001 Unused
Item of expenditurc Adjusted Disbursements  Unliquidated Total (over-cxpended)
budget obligations cxpenditure balances
Salarics - cstablished posts - PP 44 403 900 45 508 350 - 45 508 350 (1 104 450)
Temporary assistance - P/MT 3208 800 3137354 - 3137354 71 446
Temporary assistance - P/ST 558 000 489 741 - 489 741 68 259
Salarics - cstablished posts - GS 24 570 800 23745110 - 23745110 825 690
Temporary assistance - GS/MT 1238 900 1760 963 - 1 760 963 (522 063)
Temporary assistance - GS/ST 612 100 850 754 2297 8§53 051 (240 951)
Common staff costs 32 331 400 33523552 - 33523552 (1192 152)
Overtime 214 300 225443 - 225443 (11143)
Sub-total: Staff costs 107 138 200 109 241 267 2297 109 243 564 (2 105 364)
Travel - staft 8530 300 5296 819 2768 111 8 064 930 465 370
Travel - non-staff 6411300 4791 706 437313 5229019 1182 281
Sub-total: Travel costs a/ 14 941 600 10 088 525 3205424 13 293 949 1 647 651
[nterpretation Services 725900 427 286 168 247 595533 130 367
Representation and hospitality 181 800 185213 2 140 187 353 (5553)
Training 605 200 319 823 127 608 447 431 157 769
Lquipment: Icased or rented 83 400 256 954 58 829 315783 (232 383)
Equipment: purchased/construction work 6 653 400 1476 137 5083 647 6559 784 93616
Supplics and materials  a/ 4 087 500 2993223 842 020 3835243 252257
General operating expenscs 13 590 400 10 168 150 3251434 13419584 170 816
Contracts 4015 000 1979 754 1827 321 3807075 207 925
Rescarch and technical contracts 4 832 000 1940 054 2 606 169 4546 223 285777
Miscellancous 3365000 2464 259 131 368 2595627 769 373
Sub-total: Other dircet costs 38 139 600 22210853 14 098 783 36 309 636 1 829 964
Dircet Implementation Costs 8415000 7 845 051 353 070 8198 121 216 879
Management and Opcration Costs 3672000 3182 545 430 901 3613 446 58 554
Sub-total: Laboratory Activities 12 087 000 11027 596 783 971 11 811 567 275433
Translation and Records Services 5097 400 5137 876 89 501 5227377 (129977)
Printing Services 2 664 300 2 468 354 201 185 2 669 539 (5239)
Publishing Services 2 355000 2222942 7 863 2230 805 124 195
Data Processing Application Services 789 800 602 414 268 160 870 574 (80 774)
Data Processing Central Services (unallocated) 3563 000 2918 282 2234443 5152725 (1589 725)
Library Services 1 946 000 1339197 511647 1 850 844 95 156
Contracts Administration Services 502 100 538 145 - 538 145 (36 045)
Other Services 3 836 000 3705 391 55 871 3761262 74 738

Sub-total: Shared costs

20753 600

18 932 601

3368 670

b/ 22 301 271

(1547 671)

TOTAL Agency Programmes 193 060 000 171 500 842 21459145 192 959 987 100 013
Reimbursable Work for Others 4174 000 3350 860 493 269 3 844 129 329 871
TOTAL Regular Budget (Statement I) 197 234 000 174 851 702 21952 414 196 804 116 429 884

a/  DBased on the Board of Governors' Document (GOV/1999/15), an amount ol $34 529 was (ransferred [rom Subprogramme N.2. "Planning,

Co-ordination and livaluation" to Subprogramme K.2. "Salety Conventions" in order to cover the cost of I:mergency Assistance provided (o

Greece, Panama and Poland.

b/ The amount of $3 368 670 represents unliquidated obligations relating to the Agency's Shared Support Costs. In previous years, such

unliquidated obligations were aggregated and disclosed in Reimbursable Work for Others.
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SCHEDULE 8§10

CURRENT ACCOUNTS AT BANKS
AS AT 31 DECEMBER 2001

Amount in UN

[Local currency local operational US dollar
currency cxchange rate cquivalent

Agency Funds
Albanian lcks 1226 132 136.8500 8 960
Australian dollars 8725 1.9300 4521
Austrian schillings 1170 658 15.4528 75757
Belgian francs (3301788) a/ 453017 (72 884)
Brazilian rcal 7 150 2.5500 2 804
Bulgarian leva 342 927 2.2000 155 876
Canadian dollars ( 170 888) b/ 1.5800 (108 157)
Chinese yuan renminbi 21797 232 8.2660 2 636 975
Cuban pesos 1084 383 1.0000 1 084 383
Czech korunas 324 818 37.4000 8 685
Democratic People's Republic of Korea won 1714 579 2.1500 797 479
Egyptian pounds 258 084 4.2600 60 583
LEuro 4432 807 1.1230 3947 290
Finnish markka 128 798 6.6771 19 290
I'rench francs 283 732 7.3664 38517
German marks 21578 2.1964 9 824
Hungarian forints 4275 544 282.0000 15161
Indian rupces 22 724 879 47.7000 476 413
Iranian rials 2419255137 7957.0000 304 041
Italian lirc 31615 806 2174.4300 14 540
Japancsc yen 8707 493 123.0000 70793
Netherlands guilders 112 504 2.4748 45 460
Pakistan rupccs 6 105 021 60.4200 101 043
Philippinc pesos 25752 51.6000 499
Polish zlotys 296 759 4.0000 74 190
Romanian I¢i 7 026 083 620 31415.0000 223 634
Russian Fedceration roubles 80 998 407 29.9300 2 706 261
Slovak korunas 3707 091 48.6700 76 168
Slovenian tolars 5123 817 250.0000 20 495
Spanish pesetas (11770 856) a/ 186.8510 (62 996)
Sri Lankan rupees 15912 169 90.9400 174 974
Swedish kronor ( 16 147) b/ 10.6500 (1516)
Swiss [rancs 99213 1.6500 60 129
Thai baht 1618 040 44.2000 36 607
United Kingdom pounds (1816) b/ 0.7000 (2594)
United States dollars 1145 856 1.0000 1145 856
TOTAL CURRENT ACCOUNTS AT BANKS 14 149 081

a/ Bank account is maintained in curo, but many disbursements are denominated in local currency resulting in apparent
overdraft. Accounts arc adjusted cach month after statements arc received.

b/ The negative book balances represent items in transit. The actual balances at the bank were positive at
31 December 2001, therefore no interest expense was incurred.

NOTE: [f calculated at UN operational exchange rates (UNROES) in cffect on 1 January 2002, the total US dollar value
amounts to $14 077 027, which represents a decrease of $72 054 in relation to the value at 31 December 2001
ratcs. The difference is duc to fluctuations of the US dollar valuc against the currencics actually held by the Agency.
This does not affect the Agency's holdings or purchasing power in those currencics.
The free use by the Agency of some currencies is legally or otherwisce restricted. At year-end, the US dollar

cquivalent of these currencies is $5 386 342 (2000: $4 776 352) based on the respective UNROES.




SCHEDULE S11

DEPOSIT ACCOUNTS AT BANKS

AS AT 31 DECEMBER 2001

Interest Maturity Amount in UN operational US dollar

Deposit rate p.a. date local currency cxchange rate cquivalent
Agency Funds

BNP Paribas, Paris 2.0000 % Call US$ 500 000 1.0000 500 000
San Paolo Bank, Vicnna 3.1500 % Call AS 10 000 000 15.4528 647 131
CIBC, Toronto 3.5300 % Call CAD 100 000 1.5800 63 291
SMBC, London 2.5300 % 02-01-02 US$ 1 000 000 1.0000 1 000 000
Anglo Irish Bank, Vienna 2.0700 % 02-01-02 US$ 1 000 000 1.0000 1 000 000
SMBC, London 2.2800 % 02-01-02 US$ 1 500 000 1.0000 1 500 000
BNP Paribas, Paris 22100 % 02-01-03 US$ 2 500 000 1.0000 2 500 000
Schoeller Bank, Vienna 4.3300 % 02-01-04 AS 10 000 000 15.4528 647 131
Fortis Bank, Brussels 3.7200 % 02-01-10 US$ 3 000 000 1.0000 3 000 000
Schoeller Bank, Vienna 3.2500 % 02-01-11 AS 20 000 000 15.4528 1294 264
Schoeller Bank, Vienna 3.2500 % 02-01-18 AS 15 000 000 15.4528 970 698
Schoeller Bank, Vienna 3.2500 % 02-01-25 AS 15 000 000 15.4528 970 698
SL Banken, London 2.2400 % 02-01-25 US$ 5000 000 1.0000 5000 000
ABN AMRO, Vienna 4.2000 % 02-01-29 AS 45 000 000 15.4528 2912 094
ABN AMRO, Vienna 4.2000 % 02-01-30 AS 60 000 000 15.4528 3 882 791
Raiffeisen Landesbank, Vienna 2.4000 % 02-01-31 US$ 3000 000 1.0000 3 000 000
Banco do Brasil, Vienna 2.5000 % 02-01-31 US$ 1 000 000 1.0000 1 000 000
ABN AMRO, Vienna 3.2200 % 02-02-01 AS 15 000 000 15.4528 970 698
ABN AMRO, Vienna 3.2100 % 02-02-08 AS 15 000 000 15.4528 970 698
SE Banken, [L.ondon 1.9000 % 02-02-08 US$ 2 000 000 1.0000 2 000 000
Schocller Bank, Vienna 3.2000 % 02-02-15 AS 15 000 000 15.4528 970 698
SMBC, London 2.3800 % 02-02-15 US$ 5000 000 1.0000 5000 000
Schocller Bank, Vienna 3.2000 % 02-02-22 AS 15 000 000 15.4528 970 698
ABN AMRO, Vienna 4.1800 % 02-02-26 AS 45 000 000 15.4528 2912 094
ABN AMRO, Vienna 4.1800 % 02-02-27 AS 60 000 000 15.4528 3882 791
Schocller Bank, Vienna 3.2000 % 02-02-28 AS 15 000 000 15.4528 970 698
Banco do Brasil, Vienna 1.9813 % 02-03-01 US$ 2 000 000 1.0000 2 000 000
ABN AMRO, Vienna 3.1700 % 02-03-04 AS 15 000 000 15.4528 970 698
Banco do Brasil, Vienna 2.2500 % 02-03-05 US$ 1 000 000 1.0000 1 000 000
ABN AMRO, Vienna 3.1600 % 02-03-11 AS 15 000 000 15.4528 970 698
ABN AMRO, Vienna 3.1500 % 02-03-18 AS 15 000 000 15.4528 970 698
Banco do Brasil. Vienna 4.3750 % 02-03-19 US$ 2 000 000 1.0000 2 000 000
BNP Paribas, Paris 3.7300 % 02-03-19 USS 13 000 000 1.0000 13 000 000
Anglo Irish Bank, Vienna 1.9200 % 02-03-21 US$ 3 000 000 1.0000 3 000 000
San Paolo Bank. Vienna 3.1700 % 02-03-25 AS 15 000 000 15.4528 970 698
San Paolo Bank. Vienna 4.2500 % 02-03-27 AS 40 000 000 15.4528 2 588 527
San Paolo Bank. Vienna 4.2500 % 02-03-28 AS 40 000 000 15.4528 2 588 527
ABN AMRO, Vienna 4.1600 % 02-03-28 AS 20 000 000 15.4528 1294 264
San Paolo Bank, Vienna 3.1600 % 02-04-02 AS 15 000 000 15.4528 970 698
San Paolo Bank. Vienna 3.1500 % 02-04-08 AS 15 000 000 15.4528 970 698
San Paolo Bank, Vienna 3.1400 % 02-04-15 AS 15 000 000 15.4528 970 698
San Paolo Bank, Vienna 3.1300 % 02-04-22 AS 15 000 000 15.4528 970 698
Ocsterreichische Volksbanken, Vienna 3.1600 % 02-04-26 AS 40 000 000 15.4528 2 588 528
San Paolo Bank, Vienna 3.1100 % 02-04-29 AS 75 000 000 15.4528 4 853 489
Anglo Irish Bank, Vienna 3.3100 % 02-05-02 AS 25 000 000 15.4528 1617 830
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SCHEDULE S11 (continued)

Interest Maturity Amount in UN operational US dollar
Deposit rate p.a. date local currency cxchange rate cquivalent
Raiffeisen Landesbank, Vicnna 3.1400 % 02-05-28 AS 40 000 000 15.4528 2 588 528
Raiffeisen Landesbank, Vicnna 3.1400 % 02-05-29 AS 60 000 000 15.4528 3882 791
Anglo Irish Bank, Vienna 1.9800 % 02-06-21 Us$ 3 000 000 1.0000 3000 000
Raiffeisen Landesbank, Vicnna 3.1000 % 02-06-26 AS 40 000 000 15.4528 2 588 528
Raiffeisen Landesbank, Vicnna 3.1000 % 02-06-27 AS 45 000 000 15.4528 2912 094
Fortis Bank, Brusscls 2.4900 % 02-06-27 Us$ 5 000 000 1.0000 5 000 000
SE Banken, Iondon 2.2800 % 02-07-25 US$ 5 000 000 1.0000 5 000 000
TOTAL DEPOSIT ACCOUNTS 117 805 163

NOTL: If calculated at UN operational exchange rates in effect on 1 January 2002, the total US dollar value amounts to $117 138 205,
which represents a 1.14 per cent decrease in relation to the value at 31 December 2001 rates. The difference is due to fluctuatior
of'the US dollar value against the currencies actually held by the Agency. This does not affect the Agency's holdings or purchasi
power in those currencies.
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SCHEDULE 8§12

CASH IN HAND, CURRENT AND DEPOSIT ACCOUNTS AT BANKS

BY FUND GROUP AND FUNDS

AS AT 31 DECEMBER 2001

Current and

Fund Cash in hand Deposit Total
Group Accounts

I Regular Budget I‘'und and Working Capital 1'und 255574 38652616 38908 190
11 Technical Co-operation I'und 8212 44198 805 44207 017

111 Lxtrabudgetary Programme I'und -

IV Technical Co-operation Lixtrabudgetary Fund -
Member States and International Organizations -

V  Technical Co-operation Extrabudgetary Fund -

10376 310

10376 310

United Nations Development Programme (UNDP) - 1455292 1455292
VI Trust Funds and Reserve Funds:
Equipment Replacement Fund - 861772
Rescarch Institutes Trust Fund - 1199 810
International Thermonuclear Experimental Reactor Engineering
Design Activitics (ITER-EDA) Trust Fund - 272 315 2333897
TOTAL (Statement IT) 263 786 131 954 244 132 218 030
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PART IV

NOTES TO THE FINANCIAL STATEMENTS

1. Statement of the Agency's objectives

The International Atomic Energy Agency (JAEA) is an autonomous intergovernmental organization
founded in 1957 in accordance with a decision of the General Assembly of the United Nations. Its
statutory mandate is to seek to accelerate and enlarge the contribution of atomic energy to peace,
health and prosperity throughout the world and to ensure, so far as it is able, that assistance provided
by it or at its request or under its supervision or control is not used in such a way as to further any
military purpose.

2. Significant accounting policies
(a) Basis of presentation

The financial statements of the Agency are presented in United States dollars (US dollars) and reflect
the application of the [AEA's financial regulations and rules. The statements comply with the United
Nations system accounting standards in all material respects.

(b) Fund grouping

The Agency maintains separate accounts for each Fund which are combined into six groups for
reporting purposes. The Funds are established on the basis of resolutions passed by the General
Conference and are administered in accordance with the Financial Regulations adopted by the Board
of Governors, Financial Rules which are issued by the Director General, and procedures and practices
established by the Secretariat in conformity thereto.

The purpose of Fund group | (Regular Budget Fund and Working Capital Fund) is to meet the
obligations of the Agency arising from authorized appropriations. The Regular Budget Fund is based
on an annual Regular Budget approved by the General Conference and financed from assessed
contributions and miscellaneous income. The Working Capital Fund, which serves to finance
appropriations pending the receipt of contributions, and for purposes which are determined from time
to time by the Board of Governors with the approval of the General Conference, is financed from
advances from Member States.

The purpose of Fund group II (General Fund - Technical Co-operation Fund) is to meet the obligations
related to the approved technical co-operation programme. Fund group II is based on General-
Conference approved one-year allocations which are financed from voluntary contributions, assessed
programme costs and miscellaneous income. Unused funds may be carried forward for the completion
of the approved programme.

The purpose of Fund group Il (General Fund - Extrabudgetary Programme Fund) is to meet the
obligations related to extrabudgetary activities in support of the Regular Programme. Fund group I1I is
financed from special voluntary contributions from donor countries and international organizations.
They are available for the approved programmes until they are actually used, and in consultation with
the donor concerned.
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The purpose of Fund group IV (General Fund - Technical Co-operation Extrabudgetary Fund -
Member States and International Organizations) is to meet the obligations related to extrabudgetary
activities of approved technical co-operation projects. Fund group IV is financed from special
voluntary contributions which are available for the approved projects until they are actually used, and
in consultation with the donor concerned.

The purpose of Fund group V (General Fund - Technical Co-operation Extrabudgetary Fund - United
Nations Development Programme (UNDP)) is to meet the obligations related to UNDP projects. Fund
group V is financed from UNDP resources which are available for the approved projects until they are
actually used, and in consultation with UNDP.

The purpose of Fund group VI (Trust Funds and Reserve Funds) is to meet the obligations related to
activities financed from their respective resources.

(¢) Income recognition

Fund group I

Assessments from Member States and miscellaneous income (work for others) are recorded on an
accrual basis. With regard to other miscellancous income, for the purpose of calculating surpluses to
be returned to Member States, only that portion which is actually received in cash at the year-end is
included in the financial statements.

Fund group 11

Voluntary contributions from Member States are recorded on an accrual basis. Miscellaneous income
and income from assessed programme costs are recorded on a cash basis.

Fund groups I, IV, V and VI

Income in these Fund groups is recorded on a cash basis, except for 2001, where the Agency has a
receivable of $375 501 guaranteed by a Letter of Credit.

(d) Cash management

Cash is managed globally to enable the Agency to meet its financial obligations in the currency mix
required and in order to reduce the purchase of currencies outside the Agency. Amounts due between
Funds or Fund groups are settled at their US dollar equivalents applicable at the transaction date.
Interest income is initially recorded in the Regular Budget Fund (Fund group I). At the year-end, it is
apportioned between Fund groups I and [ on the basis of the amounts in interest-bearing currencies
held during the year.

(¢) Expenditure recognition

Expenditure comprises disbursements and unliquidated obligations incurred in respect of the current
budget year.

Obligations are engagements involving a liability against resources for which expenditure authority
has been given. Unliquidated obligations are obligations or that portion of obligations which are not
yet paid. Obligations are recorded in accordance with the Financial Regulations and Rules on the basis
of contracts, purchase orders, agreements or other forms of legal undertaking, or based upon a liability
recognized by the Agency.
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(f)  Split appropriation/assessment system

The split appropriation/assessment system was introduced in 1986 to reduce the Agency's exposure to
the effects of currency exchange rate fluctuations on Regular Budget expenditure. Each year, the
General Conference approves a budget for the Agency which is allocated in appropriation sections.
The Director General may incur expenditure within the limits stated in the appropriation sections and
for the purposes for which they were voted. He cannot make transfers between any of the sections
without the prior approval of the Board of Governors. The amount in each section comprises a US
dollar component and an Austrian schilling (ATS) component expressed as a US dollar equivalent on
the basis of the average ATS-to-US dollar United Nations Rate of Exchange experienced during the
budget year. Therefore, the authority granted by the General Conference, expressed in US dollars, can
only be determined at the end of the budget year.

Member States are assessed in accordance with the scale of assessment fixed by the General
Conference. Individual assessments are established with a component in US dollars and a component
in Austrian schillings. These components are in direct proportion to the respective shares of the
Regular Budget expenditure linked to the two currencies.

(g) Transactions in foreign currencies

Transactions in foreign currencies are recorded in the financial statements at the United Nations Rate
of Exchange in effect on the date of the transaction.

The treatment of exchange gains and losses is as follows:
Fund groups I and 11
- Realized gains and losses resulting from the purchase of other currencies and the
liquidation of accounts receivable and payable are credited or charged to miscellaneous

income.

- Unrealized net gains resulting from the revaluation of cash are recorded as a provision on
the balance sheet, whereas net losses are charged to miscellaneous income.

- Unrealized gains and losses relating to the revaluation of unliquidated obligations are
recorded as adjustments to the corresponding programme expenditure.

Fund groups LI, IV, V and VI
- For reporting purposes, all net gains and losses (realized and unrealized) in Fund groups
[11, IV, V and VI are included with the respective gains and losses of Fund group 1.
(h)  Cash surpluses/deficits and fund balances
For Fund group I, cash surpluses are allocated to Member States in accordance with the scale of
contributions for the year to which they relate. The allocation is applied to Member States who have
paid their respective contributions in full. Cash deficits are covered temporarily by advances from the

Working Capital Fund pending receipt of prior years' assessed contributions.

For Fund groups 11, 111, 1V, and VI, Fund balances represent the net assets or liabilities of the Funds.
These balances are carried forward to future periods.

For Fund group V, carry-over of balances is subject to approval by UNDP.
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(i) Capital assets

Capital assets are charged to expenditure in the year of acquisition. However, inventory records are
maintained for all non-expendable equipment, supplies and materials over $1 000 or of a sensitive
nature. The value of the inventory is disclosed in Note 18 below.

(j)  Uncollected assessments and contributions received in advance

A reserve for uncollected assessments in the amount of contributions outstanding for longer than a
year is shown as a deduction from available surpluses on the balance sheet. The related income is not
adjusted.

Contributions received in advance are considered a liability owed to the donor when initially received,
and are recorded as income in the following year.

(k) Contributions in kind

Contributions in kind — in the form of expert services, equipment, meetings and fellowships offered
by Member States and international organizations — are not recorded in the accounts of the Agency.
However, estimates of such contributions are disclosed in Note 17 below.

() Services without charge

The Agency provides certain administrative and audit services to the Austrian schilling-based Funds
without charge.

3. Pension fund participation

The Agency participates in and contributes to the United Nations Joint Staff Pension Fund (UNJSPF),
which is liable for pension payments to eligible Agency staff members. The total liability of the
Agency to the UNJSPF consists of its contributions, which are accounted for annually, and its share of
any actuarial deficit of the UNJSPF, which would be accounted for when levied.

4. Common Fund for Major Repairs and Replacements

On 1 January 1981 an agreement between the Republic of Austria, the United Nations and the IAEA
went into effect to establish a Common Fund for the purpose of financing the cost of major repairs and
replacements of buildings, facilities and technical installations which are the property of the Republic
of Austria and form part of the headquarters areas of the United Nations and the TAEA at the Vienna
International Centre. This agreement has applied to the United Nations Industrial Development
Organization (UNIDO) since 1986 when it became an independent organization.

As at 31 December 2001 the balance of the Fund, which is administered by UNIDO, was $1 736 449
(2000: $2 827 246).
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5. Other/Miscellaneous income by major categories

2001 2000
(@) Revenue producing activities
Publications of the Agency-INIS 78 071 86 022
Publications of the Agency-Other 339 809 313 532
Laboratory income 241 245 228 600
INIS/AGRIS Direct Access income - 586
Amounts recoverable from safeguards agreements 296 076 372 669
Other service income 2 800 2 484
Total (Statement I) 958 001 1 003 893
(b)  Jointly financed activities
Data processing services 812 923 893 897
Printing services 1041 217 1 093 645
Medical services 555 670 566 754
Library services 661 612 866 919
Radiation protection and Monitoring services 80 273 80 630
Translation services 42 638 83 178
Nuclear Fusion Journal 407 251 506 251
Laboratory services 242 545 -
Total (Statement I) 3 844 129 4091 274

6. Expenditure (Statement I)

Total expenditure of $71 080 210 for the Technical Co-operation Fund excludes obligations
amounting to $3 377 849 against future year project budgets (2000: $441 889).

7. Prior period adjustments

Prior period adjustments consist of the following:

2001 2000
(a) Regular Budget Fund:
Lixcess of assessment collection over previous years' outstandings
Total (Statement 1) 2283 559 3155356
(b) Technical Co-operation Fund:
Pledges and adjustments to pledges related to prior years' programmes
Total (Statement I) 100 420 886 759
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8. Reserves

Transfers to reserves

A total amount of § 2 247 000 (Statement [ and I1) was transferred to reserves as follows:

- $1 847 000 as a special appropriation for the acquisition of safeguards equipment in 2002 from

surrendered cash surplus for year 1999 (GC (45)/RES/5) and

- $ 400 000 allocated to the Reserve for Equipment Replacement Fund 2005 (ERF 2005) in 2001 as
approved by Board of Governors (GOV/2000/14). This represents the first transfer of the authorized

amount.

9. Credits to Member States

Cash surpluses returned to eligible Member States amounted to $3 451 909 (2000: $6 995 376). This
comprises cash surpluses from 1999 and prior years which were credited to the respective Member

States’ assessments (Statement I).

10. United Nations Development Programme (UNDP) (Statement I)

Funds Available v Expenditure Unused Balance
IAEA as:
Executing Agency 1420 017 (76 727) 1496 744
Associated Agency (15088) (1904) (13 184)
UNDP Technical Support Services 687 643 44
Total 2001 1405 616 (77 988) 1 483 604
Total 2000 805 500 436 599 368 901

11.  Trust Funds and Reserve Funds (Statement I)

Fund group VI contains two Trust Funds and one Reserve Fund as follows:

Funds Available v Expenditure Unused Balance
Trust Funds
International Thermonuclear Experimental Reactor-

Enginccring Design Activitics (ITER-EDA) 1308 133 1035818 272 315
Research Institute Trust Fund (RITF) 1446 131 302 568 1143 563
Reserve Funds
Lquipment Replacement I'und (ERI") 1900 173 1 899 807 366
Total 2001 4 654 437 3238193 1416 244
Total 2000 5496 025 1 803 109 3692916

Includes unuscd balanccs carricd forward from prior periods.

62



12. Assessed contributions receivable

Assessments outstanding by budget years amount to:

(@

Budget Year 2001 2000
1959-1993 3967 712 3 996 053
1994 767 264 767 264
1995 708 608 934 196
1996 1247 417 1 856 406
1997 1 877 584 1 991 636
1998 2 177 635 4174 529
1999 1 546 989 4 527 865
2000 4 061 029 10 438 078
(Schedule ST) 16 354 238 28 686 027
2001 (Schedule S1) 7 384 027
Total (Statement 11) 23 738 265 28 686 027
13.  Accounts receivable - Other
Regular Budget Fund
2001 2000
Member States 1626110 1910720
United Nations, specialized agencies and other
international organizations 604 514 742 419
Staff 2 387 542 2676 773
Suppliers and contractors 511 536 683 353
Other accounts 453 388 400 361
Working Capital advances 510 689 8 800
Total (Statement II) 6 093 779 6 422 426
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(b) Technical Co-operation Fund

2001 2000
Member States 96 525 112 909
United Nations, specialized agencies and other
international organizations 220 477 208 883
Staff 82 154 58 698
Suppliers and contractors 223 742 429 333
Funds with agents 3183 633 3 434 666

Total (Statement II) 3 806 531 4 244 489

(¢) Clearing Account - Travel

These amounts represent payments to the Agency’s Travel Management Firm. They are held in this
account, pending processing of the invoices and the distribution of the costs against individual
obligations. Therefore, the related obligations are reported as unliquidated at the year end. Under the
Agency’s accounting policy expenditure comprises unliquidated obligations and disbursements.
Therefore, this classification has no effect on the Statement of Income and Expenditure (Statement [).
For comparison purposes the previous year’s figure has been disclosed.

2001 2000
Regular Budget Fund:
Clearing Account - Travel
Total (Statement II) 3097 324 6 870 487
14. Unliquidated Obligations - Regular Budget Fund
Unliquidated obligations relate to the budget years as follows:
2001 2000
Current year 21 952 414 19 941 294
Prior years 1123 551 1 113 301

Total (Statement II) 23 075 965 21 054 595
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15.  Accounts payable - Other

(a) Regular Budget Fund

2001 2000
Member States 26 451 100 716
United Nations, specialized agencies and other
international organizations 829 829
Staff 456 767 395 306
Other accounts 1 706 365 1 086 226
Suppliers and contractors 12 352 13 881
Total (Statement I1) 2202 764 1 596 958
(b) Technical Co-operation Fund
2001 2000
United Nations, specialized agencies and other
international organizations 13 680 119 582
Staff 1987 ( 307)
Other accounts 46 522 ( 35 347)
Suppliers and contractors 20 175 18 379
Total (Statement II) 82 364 102 307

16. Provision for Revaluation of Cash (Statement IT)

The provision represents net unrealized gains from the revaluation of cash:

2001 2000
Regular Budget Fund 1397 154 -
Technical Co-operation Fund - -
Total (Statement IT) 1397 154 -

The strengthening of the Austrian schilling and some other currencies against the US dollar in 2001
led to a net unrealized gain for the Regular Budget Fund. The Technical Co-operation Fund continued
to incur unrealized exchange losses due to the weakening against the US dollar of some currencies
held in substantial amounts by the Fund.
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17. Contributions in kind

Contributions in kind made by Member States, their institutions and international organizations are as

follows:
Thousands of US Dollars

Member States International Organizations Totals

2001 2000 2001 2000 2001 2000
Fellowships 181 354 181 354
LLquipment and supplies 42 48 8 3 50 51
Mectings and other items 1176 957 - - 1176 957
Cost-free experts 9944 9673 15 13 9 959 9 686
Total 11 343 11032 23 16 11 366 11048

Because of their nature, the monetary value of these contributions are only estimates. More details can
be seen in Annex A3 (unaudited).

18. Non-expendable equipment

The Agency's inventory records show the following net values for equipment:

Thousands of US Dollars

2001 2000
Scientific and technical equipment 15253 18 006
Computer equipment 2919 2472
Office equipment 117 188
Transportation equipment 468 257
Furniture and fittings 37 37
Total 18 794 20 960

Equipment for inventory purposes are all items with an original purchase value of $1 000 or more, and
all sensitive items.

The amounts shown are the current values determined by reducing the original value over the
estimated useful life of the items, which is three years for electronic data processing equipment and
five years for all others.

The title to technical co-operation equipment is passed to the recipient upon delivery and is therefore
not included in the Agency's property records.
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19.  Separation benefits

Under the Provisional Staff Regulations and Staff Rules, staff members of the Agency are eligible to
receive certain benefits on separation from the service of the Agency. Expenditure is recorded in the
year in which the benefits are paid. Entitlements and the corresponding liabilities as at 31 December
2001 are estimated as follows:

Thousands of US dollars

2001 2000
Repatriation - grants 14 795 14 424
- travel and household removal 8 020 7 800
Accrued annual leave 14 653 12 863
End-of-service allowances 10 958 10 437
Total 48 426 45 524

20. Post retirement benefits

Under the Provisional Staff Regulations and Staff Rules, retirees of the Agency are eligible to obtain
medical insurance through the Agency. The Agency contributes towards the retiree’s total premium
and records the cost of this benefit in the year it is incurred. The Agency’s share of the total premium
was $789 000 (2000: $759 000). No actuarial valuation has been carried out to assess the liability for
future years; however, it is expected that the amounts payable will be consistent with prior years.
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PART V

ANNEXES
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ANNEX A1

REGULAR BUDGET FUND

ESTIMATED AND ACTUAL RESOURCES IFOR THE YEAR ENDED 31 DECEMBER 200

Excess (shortfall)

Actual resources of actual resources
Budget Adjusted over adjusted
estimates a/  Adjustments estimates Receipts Outstanding Total budget estimates
Assessed contributions from Member States 189 186 080 - 189 186 080 181 865 679 7 320 401 189 186 080 -
Contributions assessed on new Member States - 63626 b/ 63 626 - 63 626 63 626 -
189 186 080 63 626 189 249 706 181 865 679 7384 027 189 249 706 -
Foreign currency revaluation (147 080) - (147 080) - - - 147 080
Total assessments and revaluation 189 039 000 63 626 189 102 626 181 865 679 7384 027 189 249 706 147 080
Miscellaneous income
(a) Work for others (Appropriation 7)
Data processing services 694 000 - 694 000 686 466 126 457 812923 118923
Printing services 1 006 000 - 1 006 000 888 367 152 850 1041217 35217
Medical services 669 000 - 669 000 490 198 65472 555670 (113 330)
Library services 1 052 000 - 1 052 000 485 836 175 776 661612 (1390 388)
Radiation protection and monitoring services 80 000 - 80 000 80273 - 80273 273
Translation services 47 000 - 47 000 42 638 - 42 638 (4362)
Nuclear [usion journal 426 000 - 426 000 407 251 - 407 251 (18 749)
Laboratory scrvices 200 000 - 200 000 242 545 - 242 545 42 545
Sub-total 4174 000 - 4174 000 3323574 520 555 3844 129 (329 871)
(b) Attributable to specific programmes
Publications of the Agency - INIS 55 000 - 55000 78 071 - 78 071 23071
Publications of the Agency - Other 400 000 - 400 000 339 809 - 339 809 (60191)
[.aboratory income 130 000 - 130 000 241245 - 241245 111245
INIS - Dircet Access income 34000 - 34 000 - - - (134 000)
Amounts recoverable under safeguards agreements 430 000 - 430 000 296 076 - 296 076 (133 924)
Programme support income 19 000 - 19 000 24015 - 24015 5015
Other service income 2000 - 2 000 2 800 - 2 800 800
Sub-total 1070 000 . 1070 000 982016 B 982 016 (87 984)
(¢) Not attributable to specific programmes
Investment and interest income 2462 000 - 2462 000 3598 366 - 3598 366 1136 366
Gain (loss) on exchange of currencies - - - (308 699) - ( 308 699) (308 699)
Other 489 000 - 489 000 706 232 - 706 232 217232
Sub-total 2951 000 - 2951000 3995 899 - 3995899 1 044 899
Sub-total (b) and (¢) 4021 000 - 4021000 4977915 - 4977915 956 915
Sub-total (a), (b) and (¢) 8195 000 - 8 195 000 8301 489 520555 8 822 044 627 044
TOTAL ASSESSMENTS
AND MISCELLANEOUS INCOMTI 197 234 000 63 626 197 297 626 190 167 168 7904 582 198 071 750 774 124

af

b

GC(44)/RES/S
Schedule S1
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ANNEX A2
TECHNICAL CO-OPERATION FUND

ESTIMATED AND ACTUAL RESOURCES IN THE YEAR ENDED 31 DECEMBER 2001

Current year 2000 1999 1998 1997 Prior to 1997 Total
I.  Estimates
Targets 73 000 000 73 000 000 73 000 000 71 500 000 68 000 000 358 500 000
Estimated other income 1 000 000 1 000 000 1 000 000 1000 000 1 000 000 5000 000
Total allocations 74 000000 & 74 000 000 74 000 000 72 500 000 69 000 000 363 500 000
1. Actuals
1. Voluntary contributions
received for 2001 57981 151 - - - - 57981 151
2000 5303 360 52366 914 - - - 57670274
1999 111231 983 262 63073978 - - 64 168 471
1998 65215 421890 295411 52562 040 - 53 344 556
1997 - 743 762 74 365 1017959 46 802 687 48 638 773
for prior years 16 954 326322 19 050 (296 799) 1 443 439 1 508 966
Total 63477911 54 842 150 63 462 804 53283200 48246 126 283312 191
2. Assessed programme costs received 2125 644 2725402 2 174 949 2 971 960 1978 573 11976 528
3. Miscellancous income 1687991 1042 882 1061327 1011690 684 015 5487905
Total received 67291 546 58610434 66 699 080 57266 850 50908 714 300 776 624
4. Resources outstanding
Voluntary contributions pledged and unpaid 1206397 402 097 71825 22978 6 800 993 636 2703733
Assessed programme costs 945 550 720 280 685 484 571728 469 938 3650 648 7043628
Total outstanding 2151947 1122377 757 309 594 706 476 738 4644 284 9747 361
‘Total actual resources 69 443 493 59732811 67 456 389 57861 556 51385452 4644284 310523985
111. Difference between actuals and estimates (4 556 507) (14 267 189) (6543 611)  (14638444) (17614 548) 4644284 (52976 015)

a’  GC(44)/RLS/6
b/ Schedule S8
¢ Schedule S9
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