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1.

Financial report on the 2012 accounts

Introduction

ILC.102/FIN

1. Theconsolidated financial statements are prepared and submitted to the Governing
Body in accordance with articles 23 and 28 respectively of the ILO Financia
Regulations. The Report of the External Auditor on the audit of the statements, together
with his opinion thereon, is also submitted to the Governing Body in accordance with
article 28 of the Financial Regulations. The 2012 consolidated financial statements have
been prepared based upon the International Public Sector Accounting Standards (IPSAS).

2. Thefinancia statements consolidate all of the operations under the direct authority
of the Director-General including the regular budget, reserves, extra-budgetary funded
activities, Inter-American Centre for Knowledge Development in Vocational Training
(CINTERFOR), International Occupational Safety and Health Information Centre (CIS),
International Institute for Labour Studies (11LS) and the International Training Centre of
the ILO (ITC) along with the Administrative Tribunal of the ILO and the portion of the
Staff Health Insurance Fund (SHIF) activitiesrelated to ILO officials and retirees.

3. Thisisthe first year in which the financial statements have been fully compliant
with IPSAS. The ILO has been implementing IPSAS on a progressive basis since 20009.
The significant changes in accounting policies and in the financia statements
implemented in 2012 in order to be fully compliant with IPSAS concern segment
reporting and accounting for equipment and intangible assets.

4. Financia statements prepared under IPSAS provide increased information on
actual assets and liabilities enabling in improved internal control and enhanced
management of the Organization’s total resources. Additional information on revenue
and expense can better support decision-making and enhance strategic planning.

5. The financial statements prepared under IPSAS use full accrual-based accounting
which is a significant change from the modified cash basis of accounting applied under
the United Nations System Accounting Standards (UNSAS) previoudly in use. Accrual-
based accounting requires the recognition of transactions and events when they occur.
Under IPSAS, revenue from voluntary contributions to technical cooperation is
recognized when the ILO delivers the services specified in the agreement with the donor,
rather than when cash is received. Expenses are recognized when services or goods are
received or delivered rather than when cash is paid. The value of future employee
benefits, such as accumulated leave, repatriation grants and travel and after-service
health insurance (ASHI), is now recognized in the financial statements for the period
when these benefits are earned by ILO staff rather than, as previously under UNSAS,
when they were paid.

6. In accordance with the amendments to the Financial Regulations approved by the
International Labour Conference in 2009, the 2012 consolidated financial statements are
presented on an annual basis. Although the ILO has adopted an annual financia
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reporting period as stipulated in article 23 of the Financial Regulations, the financial
(budgetary) period remains a biennium (Financial Regulation, article 1). Therefore, for
the purposes of actual versus budget comparisons, in Statements V-A to V-D the annual
budget amounts for 2012 represent one half of the biennial programme and budget. The
implementation of IPSAS has no impact on the preparation of the budget, which is still
presented on a modified cash basis. As the basis of the budget and the financia
statements differ, a reconciliation between the budget and the IPSAS statement of
financial performanceis presented in note 22 to the financia statements.

Financial results for 2012

7.  Thefinancial situation of the ILO remained positive in 2012 based upon financial
results as follows:

2012 financial highlights (in millions of US dollars)

2012 2011
Total revenue 735.2 753.5
Total expense 689.0 758.2
Surplus/(deficit) 46.2 4.7
Net assets 17.8 73.6

8. Total revenue: Revenue in 2012 totalled US$735.2 million (US$753.5 million in
2011) asfollows:

Exchange gain
and revaluation
4%
Stafffretiree
contributions to
employee benefits
3%
\ITC training
services
2%
Assessed
contributions from O?ED/EF
member States 0

52%

9. The two principal sources of revenue were assessed contributions from member
States of US$382.9 million and voluntary contributions of US$263.7 million. These
represent 88 per cent of ILO sources of revenue. The decrease in total revenue of
US$18.3 million, or 2.4 per cent, as compared to 2011 was mainly caused by:
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10.

a reduction in the assessed contributions of US$25.9 million, due to the reduction
in the US dollar value of the assessed contributions;

a reduction in revenue earned from voluntary contributions and ITC training
services of US$13.1 million;

an increase in exchange gain of US$16.5 million, caused primarily by gains on the
monthly purchases of US dollars through the forward purchase agreements; and

an increase in revenue from sales and royalties and of investment earnings of
US$4.3 million.

Total expenditure: Expenses in 2012 totalled US$689 million (US$758.2 million

in 2011) asfollows:

11.

General operating
expenses
7%

Seminars,

workshopsand
Sub(izg/toracts / othertraining

6%

Health benefits
6%

—— Travel
4%

\Other

4%

Staff costs j
59%

The main expense categories are staff costs of US$407.2 million, subcontracts of

US$94.9 million, general operating expenses of US$45 million and seminars, workshops
and other training activities of US$44.5 million. The decrease in total expenditure of
US$69.2 million, or 9.1 per cent, as compared to 2011 was mainly due to:

Q

12.

the ILO’s historic pattern of lower expenditures in the first year of the biennium;
and

a reduction in Regular Budget Supplementary Account (RBSA) activities of
US$10.3 million and US$10.7 million in ITC expenses.

Operating result: The consolidated surplus of revenue over expense in 2012, as

measured under IPSAS, was US$46.2 million compared to an overal deficit of
US$4.7 million in 2011, primarily as a result of lower expenditure levels in the regular
budget.
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13. Asseatss Assets as of 31 December 2012 totalled US$1,646.8 million
(US$1,583.3 million as at 31 December 2011) as follows:

Voluntary
contributions Investments

receivable / 5%

20%
Assessed

contributions
receivable
4%
\ Other

4%

Cashand cash

equivalents
41%

14. The major assets at 31 December 2012 are cash, cash equivalents and investments
totalling US$759.1 million and constitute 46.1 per cent of the total assets. Of this amount
US$223.4 million, or 29.4 per cent, corresponds to funds held on behalf of donors for
technical cooperation projects. The remaining assets consist principally of property and
equipment totalling US$435.9 million, voluntary contributions receivable of
US$324.2 million, net assessed contributions receivable of US$69.1 million.

15. Cash, cash equivalents and investments. Cash, cash equivalents (consisting of
term deposits) and investments totalled US$759.1 million at 31 December 2012 with an
increase of US$127.1 million over the balance held at the end of 2011.

16. Cash and cash equivaents increased from US$548.4 million in 2011 to
US$671.6 million in 2012. The increase of US$123.2 million was primarily the result of:

a the collection of arrears of assessed contributions by member States, reducing the
net outstanding receivable by US$52.6 million;

o  alower rate of regular budget expenditure of US$38.6 million, typical in the first
year of abiennium; and

a ahigher level of funds held on behalf of technical cooperation project donors of
US$13 million.

17. Investments, valued at market value, increased from US$83.6 million in 2011 to
US$87.5 million in 2012. These investments include a fixed-income portfolio held on
behalf of the SHIF, a fixed income and equity portfolio held on behalf of the IILS and
the Nobel Prize fund, and an ILO short-term money market portfolio.

18. Tota investment revenue, including interest on term deposits and current accounts,
amounted to US$6.9 million (US$4 million in 2011). The increased revenue was the
result of an increase in cash and cash equivalents held throughout 2012, increased
duration of deposits which had been previously shortened in the wake of the financial
crisis, and the negotiation of improved interest rates on certain investment accounts.
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19. Liabilities: Liabilities as of 31 December 2012 totalled US$1,629 million
(US$1,509.7 million as at 31 December 2011) as follows:

Deferred revenue
22%

Due to donors )
14% Borrowings

7 e 3%

\\Payables and
Employeeo benefits accruals
58% 2%
Other

1%

20. The most significant liabilities are the employee benefits earned by staff members
and retirees but not paid at the reporting date, primarily the liability for ASHI. These
liabilities total US$944.4 million, represent 58 per cent of ILO’s total liabilities, and are
explained in note 15 to the financial statements. Deferred revenue represents 22 per cent
of liabilities and mainly consists of deferred voluntary contribution revenue of
US$311.4 million, representing the amount receivable pending the completion of the
performance required by agreements between the Organization and donor, and assessed
contributions received in advance of US$38.1 million. The remaining liabilities consist
of US$223.4 million of funds held on behalf of donors to technical cooperation projects,
the balance of the Swiss franc loan due to the Fondation des immeubles pour les
organisations internationales (FIPOI) of US$45.8 million, accounts payable and
accruals of US$38.2 million and other liabilities.

21. Net assets: The movement in net assets during the year reflects a decrease from
US$73.6 million in 2011 to US$17.8 million in 2012 as follows:

Movement in net assets (in millions of US dollars)

ILC.102/FIN

Net assets at 31 December 2011 73.6
Change in liability for after-service health insurance -99.2
Operating surplus for 2012 46.2
Building revaluation 10.4
Forward purchase agreement value -14.9
Other movements 17
Net assets at 31 December 2012 17.8

22. Details of net assets by fund are presented in the appendix to the financial
statements.
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Regular budget

23. The International Labour Conference, at its 100th Session (June 2011), approved
an expenditure budget for the 2012-13 financia period, amounting to US$861,620,000
and an income budget for the period for the same amount, which at the budget rate of
exchange for the period of 0.84 Swiss francs (CHF) to the US dollar, resulted in total
assessed contributions of CHF723,760,800.

24. Theregular budget continues to be prepared on a modified cash basisin accordance
with the Financial Regulations. The overall budgetary results for the first 12 months of
the 2012-13 financia period are summarized in Statement V-A with the details of
contributions paid by member States shown in note 28 to the financial statements. The
differences between the net results on the IPSAS (full accrual) basis and those in
accordance with the Financial Regulations are explained in note 22.

25. Valued in US dollars at the budget rate of exchange and using the modified cash
method of accounting, total budgetary income for 2012 amounted to US$430,810,000.
Expenditure under the regular budget during 2012 amounted to US$388,977,373
resulting in a net surplus of US$41,832,627. When revalued at the rate of exchange in
effect at the close of the financia period (CHF0.911 to the US dollar), the excess of
income over expenditure amounts to US$38,572,345.These amounts represent the results
for the first year of the biennium. The surplus is primarily due to the fact that the ILO
historically spends less than one half of the biennial budget in the first year of the
biennium.

26. Since the ILO does not prepare annual budgets, for the purpose of meeting the
requirements of IPSAS, Statement V-A provides as a budget comparison one half of the
approved biennia original budget. The results for 2012 do not represent a surplus as
defined in article 18 of the Financial Regulations as this will only be determined at the
end of the financia period, that is 31 December 2013.

27. In accordance with article 18, paragraph 1, of the Financial Regulations, the
calculation of the regular budget surplus includes a provision for delays in the payment
of contributions in the amount of 100 per cent of the contributions outstanding at
31 December 2012. Since the total contributions outstanding at 31 December 2012
amounted to CHF78,789,724, as compared with the total contributions outstanding at
31 December 2011 of CHF132,434,904, the provision required at 31 December 2012
was CHF53,645,180 less than the amount required at 31 December 2011. The net
adjustment to income and expenditure was therefore a credit of
US$58,886,037 (CHF53,645,180 at the 31 December 2012 rate of exchange).

28. In accordance with article 21.1, paragraph a, of the Financial Regulations, the
Working Capital Fund was drawn upon to finance budgetary expenditure pending receipt
of contributions due to the deficit that existed at the end of 2010-11. The deficit was
financed utilizing the balance of the Working Capital Fund of CHF35,000,000 and
internal borrowing for the balance of the shortfall of CHF14,763,441. In accordance with
article 21.2, paragraph a, of the Financial Regulations, arrears of contributions received
in 2012 of CHF49,763,441 (US$54,625,073 at the 31 December 2012 rate of exchange)
were used to reimburse the Working Capital Fund and internal borrowings.

6 ILC.102/FIN
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Non-General Funds managed by the ILO

29. The net assets of non-General Funds managed by the ILO amounted to
US$32.2 million at 31 December 2012. They comprised funds belonging to units
forming an integral part of the ILO, including the IILS, CINTERFOR, the International
Occupational Safety and Health Information Centre (CIS), the ITC and the
Administrative Tribunal of the ILO. The overall budgetary results of the funds with
budgets approved by the Governing Body covering 2012 are summarized in
Statements V-B to V-D . Information on the overall budgetary results of the ITC, which
has an annual budget approved by the ITC Board of Directors, are summarized in
Statement V-E in euros (the functional currency of the ITC) and in US dollars.
Information on the net assets of each fund is shown in the appendix to the financia
statements. Significant variances between adopted budgets and actual expenditure for
each of the units for which a separate budget was adopted by the Governing Body or ITC
Board of Directors are outlined below:

o IILS — Revenue amounted to US$3,668,000 and expenses totalled US$3,434,000
for 2012. The net surplus was US$234,000 for 2012, a significant improvement
over the deficit of US$625,000 anticipated in the adopted budget due primarily to
lower than anticipated staff costs.

o CINTERFOR — The 2012 revenue of US$1,570,000 was US$8,000 lower than
budgeted due primarily to lower than anticipated receipts from sales of publications
and services and miscellaneous revenue. Expenses totaled US$1,636,000 or
US$20,000 lower than anticipated, resulting in a net deficit for 2012 of US$66,000
which was financed from the Centre' s accumulated fund balance.

o CIS - Revenue of US$1,709,000 and expense of US$1,843,000 for 2012 resulted
in a net deficit of US$134,000 which was financed from accumulated fund
balances. The in-kind contributions from the regular budget amounted to
US$1,631,000, US$298,000 lower than budgeted due to savings on costs of regular
budget staff assigned to support the Centre. Extra-budgetary expenditures were
US$163,000 lower than budgeted.

o ITC — Revenue for 2012 at €35.6 million (US$45.7 million) was significantly
lower than the budget estimate due to lower than anticipated revenue from training
activities and publication sales. Expenses totalled €34.3 million (US$44.1 million),
€5.9 million (US$7.6 million) lower than budgeted, resulting in a surplus of
€1 million (US$1.3 million) after adjustments to budgetary surplus for changes in
provisions for doubtful debts and exchange gains and losses of €0.3 million
(US$0.4 million). The resulting surplus of €975,000 compares favourably to the
projected budget surplus of €35,000 (US$44,000).

Extra-budgetary funds

30. 2012 expenditure on extra-budgetary technical cooperation activities totalled
US$240.6 million, of which US$3.8 million was financed by the United Nations
Development Programme (UNDP) and US$236.8 million by other donors. Revenue
from the Regular Budget Supplementary Account totalled US$13.9 million and
expenditure US$12.4 million in 2012.

Ex gratia payments

ILC.102/FIN

31. During 2012, ex gratia payments of US$2,613 (US$1,981 in 2011) were made.



2. Report of the External Auditor
to the Governing Body

On the audit of the consolidated
financial statements of the International
Labour Organization and other matters

for the year ended 31 December 2012

ILC.102/FIN



Financial report and audited consolidated financial statements for the year ended 31 December 2012

Auddiber Ganesal of Canaky
Verificateer géadral du Canada

To the Gaverning Bady of the International Labour Office

Cn 26 March 2007, at its 288th Session, the Governing Body of the International Labour Cffice (ILO)
appointed the Auditor General of Canada as the extemal auditor for a period of four years. On

25 March 2011, at its 310th Session, the Goveming Bady extended our mandate for the 73rd and T4th
financial periods ending on 21 December 2015,

This is the fourth audit conducted by the Auditor General of Canada on the ILO's financial statements.
The following report contains the results of the audit and includes observations arising from the audi of
the 2012 consolidated financial statements, It also confains observations and recommeandations in
three areas subject to performance audit work in 2012: after-service health insurance—long term
funding strategy, headguarters bullding renavation project—gavemance, and infarmation technology—
governance. We would be pleased to elaborate on any of these points during the Governing Bady
meeting in June 2013,

We wish to express our appreciation to the Director-General, the Deputy Director-Genearal, the
Treasurer and Financial Camptroller, and thelr staff for the cooperation and assistance recelved during
the audit. We also wish to express our appraciation to the Govemning Body and the Conferance of the
ILO for the support and interest shown in the work of our Office.

Yours sincarely,

e

Michael Ferguson, FCA
Auditor Generalof Canada
Extarnal Auditor

Ottawa, Canada
30 April 2013
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Report of the External Auditor to the Governing Body

Executive summary

We have expressed an unqualified audit opinion on the International Labour
Organization’s consolidated financia statements for the years ended 31 December 2012
and 31 December 2011 in accordance with International Public Sector Accounting
Standards. Thisisthefirst year that the International Labour Organization is presenting
its consolidated financial statements in accordance with the International Public Sector
Accounting Standards.

We concluded that they present fairly, in all material respects, the ILO’ s consolidated
financial position as at 31 December 2012 and 31 December 2011, its consolidated
financial performance, consolidated cash flows, and the comparison of budget with actual
amounts for the periods then ended in accordance with the International Public Sector
Accounting Standards as set out in Note 2 to the consolidated financial statements. We
concluded that these accounting policies were applied on a basis consistent with that of
the preceding period, except for the changes as explained in Note 3. We aso concluded
that the transactions of the International Labour Organization (ILO) and its controlled
entity, the International Training Centre (ITC), that have come to our notice have, in all
significant respects, been in accordance with the Financial Regulations and their relevant
legidlative authority.

We examined the evaluations completed by the ILO of the last five standards in its
gradual adoption of the International Public Sector Accounting Standards (IPSAS). Of
these, two had an impact on the consolidated financial statements. We finished our
review of the ILO’ s assessment of IPSAS 17—Property, Plant and Equipment started in
2011 aswell asthe implementation of IPSAS 18—Segment Reporting. For both of these
standards, we agreed with management’ s proposed changes. We note that, going
forward, it isvital for al administrative divisions to continue to be engaged in the
redesign of the business processes and their impact on the accounting policiesin the
future as standards continue to evolve.

We continued to carry out audit work on the payroll application controls as well as
follow-up on past work on human resources application and IT genera controls of the
ILO. We found control weaknesses in the segregation of duties and user access in the
payroll application. We noted that progress has been made on addressing the control
weaknesses identified in the past in both IT general controls and human resources
application controls. We encourage management to continue their effortsin this area, and
we will continue to monitor their progress.

Now that IPSAS has been fully adopted by the ILO, it isimportant for the organization to
identify any lessons learned from this experience. IPSAS is an evolving reporting
framework, and new standards are issued on aregular basis. ILO management should
identify areas where improvements are still required, and what lessons can be drawn from
this project in order to ensure that the difficulties encountered are not repeated in the

ILC.102/FIN
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future. Thiswill help the ILO in its ongoing implementation of new standards starting in
2013.

The adoption of anew reporting framework resulted in a significant amount of new
information being available and reported in the consolidated financial statements. The
ILO should now assess how the IPSAS financial and non-financial information available
could be used by management in carrying out its responsibilities.

In addition to the financial audit work, we examined the area of after-service health
insurance (ASHI), in particular, itslong-term funding implications to ILO. We assessed
whether the ILO had along-term funding strategy in place to address the future ASHI
liability that takes into consideration the current budgetary constraints. We noted that the
ILO should evaluate options for managing the long-term funding of its ASHI liability.

In 2012, we also examined the headquarters building renovation project, particularly in
the area of governance. Our work focussed on determining whether the ILO hasin place
a sound governance framework for the overall renovation project. We found that the ILO
has in place a governance framework; however, improvements are required. The project
governance structure needs to be finalized, the roles and responsibilities need to be
further clarified, and enhanced accountability reporting is required.

We also examined information technology, in particular, its governance. We examined at
a high level whether the current IT governance structure, procurement process, and

devel opment standards were formalized and implemented in an efficient and effective
manner. We found that with the current decentralized IT governance structure, there are
duplicate services being provided by multiple departments. Portions of procurement are
done independently, which is not the most efficient option in certain circumstances.

We followed up on our 2011 and previous years recommendations in the areas of
application controls—human resources, IT general controls—Oracle Enterprise Business
Suite (IRIS), IPSAS—implementation, IPSAS—next steps, human resources—
succession planning, human resources—training and development, performance
measurement and reporting practices, and Internal Audit. We note that management has
made further progress in addressing some of the recommendations, and we encourage
them to continue their efforts.

12 ILC.102/FIN
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2012 Annual Audit overview

Our mandate

The Office of the Auditor Genera of Canada (OAG) is an independent audit office
and aworld leader in legidative and environmental auditing. We promote good
financial and environmental management and sustainable development.

The OAG iswidely involved in the activities of the Canadian as well asthe
international audit and accountancy profession. In Canada, the OAG isinvolved in
many professional organizations, notably The Canadian Institute of Chartered
Accountants, which sets accounting and assurance standards. Internationaly, the
OAG has more than 50 years of experience collaborating with international partners
in developing professional standards, building capacity, sharing knowledge, and
conducting audits of international institutions.

The Auditor General of Canada was appointed external auditor of the ILO for the
financial period beginning on 1 January 2008. The ILO Financial Regulations,
chapter 1X and the appendix, elaborate on the terms of reference governing the
external audit. The regulations require that the external auditor report to the
Governing Body on the audit of the financia statements of the ILO and on other such
matters that should be brought to its attention.

Scope and objectives of the audit

4.

An audit is an independent examination of evidence supporting the amounts and
disclosuresin thefinancia statements. It also includes an assessment of the ILO’s
compliance with significant authority instruments and considers whether, during the
course of our examination, we have become aware of any other matters that, in our
opinion, should be brought to the attention of the Governing Body.

The objectives of the audit were to provide an independent opinion on whether

e the consolidated financial statements have been fairly presented, in all material
respects, in accordance with the International Public Sector Accounting Standards
(IPSAS);

e the accounting policies set out in Note 2 to the consolidated financial statements
have been applied on a basis consistent with that of the preceding period; and

e the transactions coming to our notice as part of the audit were, in all significant
respects, in accordance with the Financial Regulations and legidlative authority.

ILC.102/FIN
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6. Our auditor’s report addresses each of our audit objectives. We express an opinion on
the ILO’s consolidated financial statements as at 31 December 2012 and as at 31
December 2011, because the 2011 financial statements had been prepared based on
the United Nations System Accounting Standards (UNSAS) and have since been
modified to be IPSAS compliant. We conducted audit work to ensure that the 2011
comparative figures have been presented for in accordance with IPSAS.

Audit approach and auditor’s responsibilities

7. We conducted our audit in accordance with the International Standards on Auditing.
These standards require that we plan and perform an audit to obtain reasonable
assurance that the consolidated financial statements are free of material misstatement.
An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the consolidated financial statements. An audit also includes assessing
the accounting principles used and the significant estimates made by management as
well as evaluating the overall presentation of the consolidated financial statements.

8. When planning the audit, we acquired a sound understanding of the ILO and its
controlled entity, the International Training Centre (ITC); their business environment;
the risks they face; how the ILO and its controlled entity manage those risks; and
their overall control environment. This understanding is based primarily on
interviews with senior management and our audit knowledge of the ILO and the ITC
and their environment, including their internal controls. We obtained such an
understanding in order to plan our audit and also to determine the nature, timing, and
extent of audit procedures to be performed.

9. Theauditor’sresponsibility isto express an opinion on the consolidated financial
statements based on an audit thereof. An audit is performed to obtain reasonable but
not absol ute assurance as to whether the consolidated financial statements are free of
material misstatement, including those caused by fraud or error.

10. A detailed report summarizing the business risks identified and other audit risks and
our planned procedures to address each of these risks was prepared and discussed
with ILO management and the Independent Oversight Advisory Committee (IOAC).
We identified the key risks that could have an impact on the achievement of the fair
presentation of the results of the ILO’s consolidated operations and obtained an
understanding of those risks that had implications for the consolidated financial
statements. In identifying our audit risk, we considered the ILO risk register as
presented in the Programme and Budget proposals for 2012-2013 as well asthe
internal auditor’srisk register. We focused on areas with a higher risk of a material
error or non-compliance with significant authority instruments, based on our
understanding of the ILO and its controlled entity, the ITC, and their activities.

14 ILC.102/FIN
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11. The audit plan was presented to ILO management and the IOAC at ameeting in
September 2012 in order to ensure that we had identified those areas of significance
and that our evaluation of the current consolidated operating environment of the ILO
was complete. The audit plan also identified three areas where we would conduct
performance audit work: information technol ogy—governance, after-service health
insurance and its related funding, and headquarters building renovation project—
governance. Inits March 2013 report to the Governing Body, the IOAC reported that
it was satisfied with the coverage of the external audit plan for 2012.

Audit results

12. We have issued an unqualified audit opinion on the ILO’s 2012 and 2011
consolidated financia statements. We concluded that the consolidated financial
statements present fairly, in all material respects, the financial position of the ILO and
its controlled entity, the ITC, asat 31 December 2012 and as at 31 December 2011,
and their consolidated financial performance, consolidated cash flows, and
comparison of budget and actual amounts for the years then ended in accordance with
the International Public Sector Accounting Standards (IPSAS) as set out in Note 2 to
the consolidated financial statements.

13. Asrequired by the Financial Regulations of the ILO, we concluded that the
accounting policies were applied on abasis consistent with that of the preceding
period, except for the changes that are explained in Note 3 to the consolidated
financial statements.

14. We a'so concluded that the transactions of the ILO and its controlled entity, the ITC,
that have come to our notice during our audits of the consolidated financial
statements have, in al significant respects, been in accordance with the Financid
Regulations and legidlative authority of the ILO and the ITC.

15. We are charged with reporting any disagreements with management over auditing,
accounting, or disclosing matters that could, individually or in aggregate,
significantly affect the consolidated financial statements or our independent auditor’s
report. We are also obliged to report whether we resolved any disagreements
satisfactorily. We are pleased to report that there are no unresolved matters.

16. We arerequired to report on fraud and illega acts involving senior management, as
well asfraud and illegal acts (whether by senior management or other employees)
that cause a more-than-trivial misstatement of the consolidated financial statements.
We emphasize that it is management’ s responsibility to establish a control
environment and maintain policies and procedures to help ensure the orderly and
efficient conduct of the ILO’ s business. Our audit procedures did not identify any
matters related to fraud and/or error that should be brought to the attention of
management or the Governing Body.
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17. Preparing the consolidated financial statements requires the use of accounting
estimates. Certain estimates are particularly sensitive due to their significance to the
consolidated financia statements and the possibility that future events may differ
significantly from management’ s expectations. The most significant estimates include
employee benefit liabilities, including the after-service health insurance, the
proportion of the Staff Health Insurance Fund investments held on behalf of the
International Telecommunications Union, the fair value of the land and buildings, the
fair value of investments, the provision for doubtful accounts relating to receivables,
aswell asthe useful life of its property and equipment. When considering the
reasonabl eness of these estimates, we reviewed the supporting working papers and
documentation, performed recal culations, asked questions to experts, and performed
other tests and procedures that we considered necessary in the circumstances. We
relied on work of management’ s valuation expert for the fair value of land and
buildings and the actuary for the after-service health insurance liability. We accept
management’ s judgments and find them consistent with the corroborating evidence.

18. The ILO has reported in Statement V-A to the financia statements the comparison of
the Regular Budget with the related actual revenues and expenditures for the first year
of the 2012-2013 biennium. We are satisfied with the amounts and disclosures made
in this statement.

Audit completion

19. Thiswas the OAG Canada’ s fourth audit of ILO financia statements. In 2012, we
updated our description of the ILO financial reporting framework and its overall
control environment. We acknowledge the investment of time afforded to us by the
ILO and wish to express our appreciation to the Director-General, the Deputy
Director-General, the Treasurer and Financial Comptroller, and their staff for the
excellent cooperation we received throughout the audit.

Detailed report on audit results

20. Asrequired by International Standards on Auditing and the ILO Financial
Regulations, we report to those charged with governance of the organization whose
financia statements are being audited. In particular, we report on significant changes
in accounting policies, accounting estimates and financia statement disclosures, and
other matters that in the auditor’ s judgment are significant to the oversight of the
financia reporting process. We have prepared a detailed report for the Director-
Genera and we have also discussed this report with the Independent Oversight
Advisory Committee. Significant issues identified during our audit and their
resolutions are presented as follows.
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21.

During the audit, we also identified opportunities to improve the ILO’ s financial and
IT controls. These opportunities have been discussed with the Treasurer and Financial
Comptroller aswell asthe IT department and its staff. A management letter that
summari zes these observations will be sent to management during the summer.

International Public Sector Accounting Standards—Full adoption
in 2012

22.

23.

24,

25.

For 2012, the ILO isreporting for the first time under a new reporting framework—
the International Public Sector Accounting Standards (IPSAS). In the past, the ILO
was reporting under the United Nations System Accounting Standards (UNSAYS)
while gradually implementing specific IPSAS standards, which was permitted, under
UNSAS. Thisyear, the consolidated financial statements were prepared by applying
all relevant IPSAS standards.

To complete the adoption in 2012, ILO management adopted the remaining five
IPSAS, two of which had a significant impact on the consolidated financial
statements.

The recognition of equipment and depreciation (IPSAS 17 — Property, plant and
equipment) was adopted in 2012. This meansthat the ILO equipment excluding
equipment purchased by technical co-operation funding now appears as an asset in the
statement of financia position. Previoudly, ILO expensed al its equipment costs. The
ILO has opted to apply the transition rules and as a result, only new purchases starting
in 2012 are capitalized. This has resulted in additions in equipment of US$1.9 million
being capitalized. In addition, depreciation is now calculated on all depreciable
property and equipment. This change was adopted retrospectively in 2012; the impact
was US$2.6 million in depreciation expense being reported for 2011 and US$1.9
million for 2012. We are satisfied with the presentation adopted by ILO management
and that the required adjustments and disclosures under this IPSAS have been reflected
in the notes.

ILO also adopted IPSAS 18 — Segment Reporting in the year. ILO identified 4
segments which are the activities used in the Biennia Programme and Budget: Policy
making organs, Strategic objectives, Management services, and Other. The presentation
of the segment information is reflected for both 2012 and 2011. We are satisfied with
the disclosures and that the methodology applied by the ILO to derive the segment’s
information complies with the standard. These changes have been adequately
explained in Note 3 of the ILO financial statements.
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26. The ILO management prepared pro forma consolidated financial statementsin late
2012, which permitted atimely review and feedback from the external auditors. We
encourage the ILO to continue with this practice.

IT control environment

27. This year, we continued our review of IT application controls on the payroll process
and also carried out a follow-up of our recommendations made to address internal
control weaknesses found in the past on the IT application controls for human
resources and I T general controls for the Oracle Enterprise Business Suite (known as
IRIS). Thiswork is being carried out with the objective of considering these IT
controls for reliance on controlsin future financia audits.

28. During our review, we noted control weaknesses in segregation of duties related to
access rights for the payroll application controls in the payment area of Finance. We
also noted inappropriate user access given to certain staff members within the payroll
application; some of these could allow staff to update employee information without
proper approval from human resources which could cause errorsin employee pay.

29. We also followed up on our recommendations from our 2011 report on payroll
controls within human resources aswell asthe IT genera controls (see page 24 for
follow-up). We assessed the progress management has made in addressing our
recommendations, and we are satisfied with the actions taken to date and recognize
that the changes to be put in place require a significant amount of effortsby IT and
human resources staff.

30. The observations are communicated with the intention to improve internal controls
and are areas of management processes that could affect the ILO’ s ability to ensure
the integrity of data.

31. Until the control weaknesses identified in our IT audit work have been completely
addressed, management cannot provide assurance that these controls are operating as
designed and, as aresult, we will not be ableto rely on IT controlsin our audit work.

32. Our review was to obtain an understanding of internal controls and assess them
within the management processes and system configuration of IRIS for the purposes
of the financial statement audit of the ILO. It should be noted that our review was not
designed to and likely would not identify all of the weaknesses that might exist in
these systems.
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International Public Sector Accounting Standards—Lessons learned

33.1n 2012, the ILO has fully adopted IPSAS as its reporting framework. The experience

34

35.

gained in the last four years of phased implementation will hopefully be useful to
management moving forward. During the implementation phase, the ILO recognized in
its consolidated financia statements many new assets, liabilities, revenues, and
expenses. In particular, the following new financia items are now part of the
statements:

e assessed and voluntary contributions receivable,

inventories;

land and buildings at fair value as well as equipment; and

full accrua for revenues, expenses, and employee benefits.

In addition, asignificant amount of additional financial information is now included in
the notes to the financial statements.

The ILO carried out asignificant amount of work to identify the information required
to meet the IPSAS. In certain cases, no information was available from the current
systems and had to be built up. This was the case for many databases supporting
various assumptions used in the actuarial valuation of ILO’ s after-service health
insurance, aswell as other employee benefits such as home leave, repatriation grant,
and vacation leave balances. Adopting the IPSAS also required creating databases
using information from various sources to derive the necessary information to
recognized voluntary contributions. This required a significant amount of work,
especialy as some of thisinformation came from the various field offices.

Discussions with management also revealed that during this process, they learned many
new aspects about their own internal processes and internal controls, aswell astheir
information systems. The implementation of IPSAS a so had another benefit for the
ILO, its departments and field offices started to understand that they are responsible for
portions of the organizational processes |eading to the completion of the financial
statements. For example, before inventories were accounted for in the financid
statements, the Publications section had never carried out an inventory and had never
had to provide the Financial Services Department with any information on an annual
basis. With the implementation of IPSAS, inventory counts are now part of the annual
process of preparing the financia information that goesinto the ILO financid
statements. Another example relates to the voluntary contributions under the
responsibility of PARDEV, which now hasto work more closely with FINANCE to
provide the information on its donor agreements in order for the voluntary contribution
receivable to be recognized in the financia statements. The preparation of the financial
statementsis no longer just the business of finance.
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36. In order for the ILO to understand the full benefits of the new reporting framework now
being used and how the additiona information gathered from the various departments
can serve them in managing the organization, it isimportant to identify the lessons
learned from the implementation of IPSAS.

37. Thisinformation on what went well and what did not go so well will be useful in
assessing how the ILO did in comparison with what it expected and will highlight areas
where further efforts might be required. It will also benefit them in implementing
standards issued in the future or implementing changes to existing standards.

38. A lessons learned review can aso highlight problems or limitations in obtaining
information from the ILO’ s various information systems. This exercise may provide
input in future work to streamline how the information is gathered. For example, the
accrual of voluntary contributions currently requires a significant amount of manual
effort to gather information availablein the IT databases.

39. Now that each individual section of IPSAS has been implemented, it isimportant for
the ILO to stand back and draw lessons learned from the exercise. The ILO aso needs
to assess whether the information it provides to the users, including the Governing
Body in its consolidated financial statements, on an overall basis, conveys the messages
and the financia information useful to the Governing Body in its governance role.

40. Recommendation. The ILO should conduct alessons learned from the implementation
of IPSAS, including how the implementation went. It should identify the benefitsto the
organization, the areas where improvements are still required, how the new information
created for the financia statement can be used by management in decision making, and
what lessons can be drawn from this project in order to ensure that difficulties
encountered are avoided in the future.

IL O response. The recommendation is noted. We agree that areview of the IPSAS
implementation process would be beneficial and this will be undertaken prior to the
end of the current financia period.

International Public Sector Accounting Standards—Going forward

41. IPSAS standards are continually being reviewed by the accountancy profession. Asa
result, the reporting framework is evolving, and new standards or amendments to
existing standards need to be reviewed and evaluated by the ILO and then adopted in
its consolidated financial statements. Work will get under way shortly to evaluate the
new standards that will be implemented in 2013. Three standards are anticipated to
have a significant impact on the consolidated financia statements and relate to
financial instruments presentation, recognition, measurement, and disclosure.
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42. Asthe ILO’s externa auditor, we will continue to monitor the adoption of new
standards and amendments to the already adopted IPSAS standards and proactively
advise management and the Governing Body of our observations or concerns.

43. Recommendation. The ILO should continue to prepare for the new IPSAS standards
that will be applied in 2013 and future years, including the preparation of pro forma
financial statements, as required on atimely basis.

IL O response. The recommendation is noted. The assessment of new IPSASto be
implemented in 2013 has already commenced and the pro forma 2013 Financial
Statements should be completed by the end of September 2013 for discussion with
the External Auditor.

Other matters

44. In our performance audit work, we focus on areas where the ILO facesrisks. For
example, areas that represent significant cost that are financed by the Regular Budget,
or areas that have the potential for improving results, such as financial management and
controls, governance, or areas that are of interest to the Governing Body. In the current
year, three areas were selected for review. Our observations are presented below.

After-service health insurance—Long-term funding strategy

45. The ILO provides hedth insurance to its active staff members, itsretired officias, their
dependents, and their survivors. Thisinsurance is provided through the Staff Health
Insurance Fund (SHIF).

46. SHIF was created in 1922 through a decision of a constitutive assembly of staff
members. Its rules and regulations continue to centre on providing comprehensive
worldwide health insurance coverage designed to substitute primary schemes
associated with national socia security systems. Initially, the Fund provided voluntary
health insurance coverage to active staff membersin Genevaonly. This evolved into
compulsory insurance coverage funded jointly—and equally—by the staff members
themselves and by the ILO. Coverage was later extended to active staff members
working in external offices, as well asto the dependants of active staff members.

47. In the early 1950s, retiring staff members were alowed the option of maintaining their
SHIF coverage. Initidly, they funded al of their own coverage, with no ILO
participation. In 1965, the Governing Body approved the sharing of the cost of SHIF
coverage for retired officials and their dependants. In 1952, the International
Telecommunications Union (ITU) joined SHIF, with their staffs affiliated under the
same terms and conditions as those applicable to the ILO staff. It should be noted that
our review in 2012 is limited to the ILO insured group.
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48.

49,

50.

51.

A management committee composed of eight titular members and eight substitute
members, representing ILO and ITU insured persons and executive heads, manage the
affairs of the Fund. The Committee' s responsibilities include recommending SHIF
policy with aview to ensuring that the Fund’ s financial viability is maintained.

Asof 31 December 2012, the Fund provided coverage to about 11,000 people in the
ILO insured group. Within this ILO insured group, some 70 percent—or about 7,650
people—are in the category of active staff members (and their dependants), and the
remaining 3,350 peopl e constitute the category of former officials (and their
dependants). Over the 10-year period beginning 1 January 2002, the number of insured
persons in the category of ILO former officials has risen by about 26 percent, while
growth inthe ILO active staff category has grown by 22 percent.

For the 2012 financial year, the ILO employer’ s share of SHIF funding was
approximately US$24.5 million; that is, roughly 55 percent of total funding for the ILO
insured group. The balance of the SHIF funding comes from the insured persons
themselves.

The ILO s share of SHIF funding is an expenditure against the Organization’s Regular
Budget or extra-budgetary resources and is thus financed by the member States through
their biennia assessed contributions or by donors through their voluntary contributions.
In addition, as at 31 December 2012, the total liability associated with providing after-
service heath insurance (ASHI) coverageis estimated at US$857.6 million. This
amount has significantly increased in the past 10 years as aresult of changesin
financial market conditions (that is, the discount rate and exchange rates) and increased
life expectancy of theinsured persons.

ILO’sannual expenditure

92.

In order to better understand the financial impact on the ILO, we reviewed the cost
incurred and itsimpact on the ILO’ s share of SHIF funding from the Regular Budget.
This amount represents one of the larger components of ILO staff costs. The following
chart shows the growth, over the 10-year period beginning 1 January 2002, of the ILO
share of the “pay as you go” SHIF funding. In any given year, the ILO follows a“pay
asyou go” funding method. This means that the premiums are set to cover the current
service cost as well asto maintain the required bal ance in the SHIF Guarantee Fund.

53. To date, the cost of SHIF funding hasincreased as follows:

22
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54.

55.

56.

ILO amount of SHIF funding

25 /ﬁ
23
21 //
? 19
c
o
= 17 /
E //"
o 15
v
11
9
7

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: Annual Reports on the Activities of the Fund

The ILO and staff currently fund the Staff Health Insurance Fund (SHIF) on a“pay as
you go” basis, to cover its share of projected reimbursements of medical coststo
insured persons (amounting to some US$41.6 million in 2012) and to maintain the
Fund’ s solvency. Under the SHIF Regulations and Administrative Rules, its solvency is
maintained in a dedicated Guarantee Fund, whose purposeis to ensure a minimum
amount of operating cash is available to SHIF to fulfill short-term obligations should
claims exceed income. As at 31 December 2012, the Guarantee Fund totalled
approximately US$53.2 million, which is dightly below the mid-range of the required
statutory Fund balance.

Over the past 10 years, SHIF sfinancial position has changed significantly. Over the
10-year period beginning 1 January 2002, the ILO’ s funding of SHIF has increased by
approximately 165 percent for active staff and 153 percent for former officials. These
increases are in part attributable to the rising number of insured persons (from 8,900 in
2002 to 11,000 in 2012), to funding rate adjustments made necessary by increasing
medical cost reimbursements and to currency fluctuations.

Over this same 10-year period, reimbursements of medical expenses to insured persons
have increased from US$17.1 million in 2002 to US$41.6 million in 2012. Again,
taking into consideration medical inflation, the rising number of insured persons and
currency fluctuations, this represents a 143 percent increase over 10 years.

ILO’s after-service health insurance liability continuesto increase

57.

The ILO commissions an independent actuarial valuation of the estimated future cost
associ ated with providing after-service health insurance (ASHI) to staff following
retirement from the ILO, including to staff already retired. As at 31 December 2012,
the actuaria vauation of these future costs was US$857.6 million.
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58. Asillustrated in the following chart, the ILO’ s liability for ASHI went from an
estimated US$214 million at the beginning of 2002 to US$857.6 million at the end of
2012. In non-constant dollars, this represents a 301 percent increase over the period.
Various factors affect the ASHI liability valuation that is carried out by the independent
actuary. The main factors are the increase in the number of personsinsured by SHIF,
theincreasein life expectancy, rising medical costs, and fluctuations in financia
market conditions.
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59. The ILO has commissioned a supplementary actuaria study covering the period from
2014 to 2023, aimed at projecting growth in SHIF s reimbursements of medical
expenses to insured persons, as well as the funding rate required to maintain the Fund's
solvency according to the SHIF Regulations and Administrative Rules.

60. In addition, as the percentage of staff costs associated with these benefits continues to
increase, management has amended its policy to increase the annual charge to technical
cooperation projects for these costs. The intent of this change was to ensure that thereis
adequate funding for both the current and long term costs of providing thisinsurance to
staff working on these projects.
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Future Impacts

61. With the current economic reality, the ILO isunder pressure to maintain or decrease
costs. With a“pay asyou go” strategy for these heath care benefits, thereis
unavoidable cost escalation within the Regular Budget. Management needs to evauate
the medium- and long-term impacts of maintaining this type of funding strategy and
present alternatives to member States who are ultimately responsible for the payment of
ILO’ s portion of the costs through the Regular Budget.

62. Recommendation. The ILO should assess how its share of health insurance funding,
charged annually to the Regular Budget, can be expected to escalate. The ILO should
also evaluate options for aternative long-term funding of its ASHI liability that takes
into consideration the budgetary constraints in the Biennial Programme and Budget,
which mirror the fiscal constraints facing member States.

ILO response. Through the SHIF Secretariat, the ILO commissions actuarial studies
aimed at projecting growth in the SHIF s reimbursements of medical expensesto
insured persons, as well as the required funding rate to maintain SHIF s solvency as
required under the SHIF Regulations and Administrative Rules. The United Nations
General Assembly is currently considering strategies with respect to the United
Nations' ASHI liability. The ILO will closely follow developments at the United
Nations and, in the interest of harmonization, propose to the Governing Body an ASHI
funding policy mirroring that adopted at the United Nations.

Conclusion

63. The ILO needs to assess how its annual share of SHIF funding can be expected to
escalate. The ILO has yet to define along-term strategy for funding its ASHI liability to
ensure that after-service health insurance remains available to the growing number of
retiring staff members.

Headquarters building renovation project—Governance

64. The ILO has undertaken alarge renovation project of its headquarters building. Thisis
asignificant undertaking for the organization that involves risks that will have an
impact on its staff membersfor severa years, and that will require significant financial
resources from member States. It isimportant that the project is delivered within an
agreed-upon time frame as well as within the approved financia budget. In order to
accomplish this, a sound project governance framework is critical to the project’s
SUCCeSS.
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65. In November 2006, the result of an independent study of the headquarters building
undertaken by an international firm of surveyors was shared with the Governing Body.
The study consisted of a comprehensive technical assessment of the building’s
renovation needs, a proposal for athree-phase implementation plan, and an estimate of
costs. Although the study found that the headquarters building, which was opened in
1974, was structurally sound, it concluded that some of the building’ s technical
installations, equipment, and materials had deteriorated, had come to the end of their
useful lives, or would require replacement for reasons of safety and energy efficiency.
A renovation plan was proposed consisting of three overlapping phases over a period of
10 years starting in 2007.

66. In March 2007, the Governing Body authorized the Office to enter into negotiations on
the possible transfer or sale of land, with aview of submitting a comprehensive plan for
the financing of the renovation of the headquarters building. The Office also requested
from independent outside expertise a confirmation of the origina renovation cost
estimate. Although the expert concluded that the cost estimate was sound, in addition to
adjusting for inflation, they put forward various recommendations including provisions
for project and contract management as well as environmental efficiency, bringing the
total estimated cost of the project to CHF 181.7 million. In March 2008, the Governing
Body authorized the Director-Genera to develop a master plan for the renovation and
upgrading of the headquarters building. In November 2010, the Governing Body
approved the comprehensive plan for the renovation of the headquarters building to be
undertaken in two phases that will span the period of 2011 to 2018 for an estimated
total cost of CHF 203.3 million. In November 2011, the Office presented to the
Governing Body, an information paper which included an overview of the governance
structure and arisk register for the project.

67. The renovation project has been an item of discussion at the Governing Body since
November 2004. Costs incurred since then (excluding urgent renovations) include the
study by the structural engineersin 2004 to provide the renovation project’ s estimated
cost; the independent technical building survey in 2005; an assessment by two
consultants for financial options and cost estimates in 2007; the engagement of an
external consultant to support the internal project team in 2008; the engagement of an
architect to explore the use of atemporary building in 2008; and a study on ways to
develop the ILO land in 2009. The ILO hasincurred costs of approximately US$1.6
million between 2004 and 2011. These costs have been charged in part to the Regular
Budget and in part to the headquarters renovation project budget.

68. Our audit focused on determining whether the ILO has in place a sound governance
framework for the overall renovation project.
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The ILO has identified the need to evaluate its governance framework

69. Governance refers to high-level decision making for the purpose of setting a direction.
Good governance provides an effective decision-making process to define desired
results, obtain and manage resources, and establish accountability relationshipsto
achieve the results. Principles of best practice were presented in the Interna Audit of
the Urgent Renovation Works and the Governance Structure of the HQ Building
Renovation Project (2007 to 2010) issued to the Director-Genera on 15 February 2013.
Theseincluded setting up a project structure, clear roles, responsibilities, and
accountability; identifying stakeholders; and providing sufficient and timely
information for decision making aswell as clear lines of communication. The report
then expanded that once these principles are put in place, they should be supported by
appropriate methods and controls. We agree with the best practices put forward by the
Chief Interna Auditor in his report that indicates that “the project governance structure
should ensure that disciplined governance arrangements are put in place, which are
supported by appropriate methods and controls, and applied throughout the project
lifecycle.”

Project governance structure needs to be finalized

70. As noted in the following chart, the ILO hasin place an approved renovation project
governance structure. In January 2013, a document was presented to the Governing
Body that outlined the Project Manager’ s role and indicated that he would report
directly to the Deputy Director-General for Management and Reform. Based on
discussions with the Project Manager and the Deputy Director-Genera, we were
informed that the governance structure is being revised to incorporate, among other
things, an additional Governance Committee that would provide advice to the project
decision makers.
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ILO renovation project structure
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Roles and responsibilities need to be further clarified

71.

72.

73.

Establishing clear and well-understood roles and responsibilities for each stakeholder
iskey in project governance. While the Renovation Project Steering Committee’s
terms of reference cover many elements, we found that additional clarifications are
required to provide committee members with a clearer understanding of their
delegated decision-making authority. For example, the Steering Committee’ s terms of
reference states that it will “approve any major technical changes to the project
proposed by the Project Manager upon recommendation by the Renovation Project
Team and the Project Pilot that have budgetary, scope, timing, or quality
consequences within the approved budgetary envelopes.” We did not find the
definition of what is meant by “major” nor any examples to support the terminology
used.

Another example of clarification required in the Renovation Project Steering
Committee' sterms of reference is the statement that the Committee will
“communicate to the Director-General those matters that the Committee considers
should be brought to his attention or require his approval, or that need to be
communicated to the Governing Body, such as cost-overruns, maor delays, and
substantial technical changes as compared to the comprehensive plan approved by the
Governing Body.” We found that there is no further information regarding whether
cost overruns that are below a certain dollar amount and that are considered
unimportant would still be reported to the Director-General. Without a clear
understanding of their delegated responsibilities, decisions may not be made when
required by the appropriate level and could result in delays in the renovation work.
Thisis especialy important when dealing with the approval of changes during the
project.

A review of the Steering Committee's terms of reference reveals that thereis no
timeline by which decisions must be made. The Committee isto meet at least
monthly. As the renovation project progresses, some decisions must be made within a
short timeline to avoid delaying the day-to-day renovation work. To ensure that the
work progresses smoothly and that the necessary decisions are made by the ILO, it is
important to set timelines for key decisions and to provide for a mechanism that
would be followed if the set timelines are not respected.

Calendar of key deliverables needs to be put in place

74.

We met with anumber of stakeholdersinvolved in the project to inquire whether the
ILO had in place an approved project calendar outlining key decisions to be made,
including key deliverables. We found that the ILO did not have in place a calendar
that includes timelines for key milestones, such as the approval of the governance
structure, which is akey deliverable required prior to starting the renovation work.
We reviewed the information provided by the Project Manager to the Renovation
Project Steering Committee in February 2013. We noted that limited information was
included on items requiring decisions by the committee. Only three contractual tasks
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were provided with a specific due date. Tasks such as “approval of procurement
processes’, “review Contracts Committee involvement”, and “ Contracts Committee

involvement agreed” were included in the document with no specific dates.

75. We expected to find alist of other tasks such as the approval of the final renovation
project structure, the approval of the final terms of reference of each stakeholder, and
the final delegation of authority approval (with dollar figuresinvolved). Each task
would have a set date at which they would be reviewed, finalized, and approved.

Enhanced accountability reporting is required

76. In order for al stakeholdersto be able to make well-informed decisions, as delegated
to them, it is critical that they receive complete and accurate financia reports on the
renovation project on aregular basis. We reviewed the information provided at the
February 2013 meeting of the Renovation Project Steering Committee. We found that
the project financia information isincomplete in that it does not provide sufficient
details to permit the Committee members to carry out their oversight role. For
example, the monthly report contains one page of financial information, whichisa
high-level summary. The information is provided for major categories, however, it
has not been broken down by major component forming part of each category. A
breakdown would permit the Steering Committee to monitor the spending of the
budget in a more detailed manner, which will become critical as the project moves
forward.

77. The reports provided to the Steering Committee should be comprehensive and include
complete qualitative and quantitative information on the project. For example, the
reports should include detailed information on the approved and revised budget by
major component; actual expenses by section of work for the period presented as well
as acumulative total up to the period; forecasted costs for next reporting period and
for the overall project with explanations on any variances; and a narrative report on
the advancement of the project, with explanations of delays with the approved
timelines.

78. It isimportant to provide the necessary level of detailed financial information so that
each level of oversight is properly carried out. Without complete and accurate
financia and non-financia information, the ILO will not be able to properly monitor
the project’ s progress compared with key milestones and monitor the costs compared
with the approved budget. Providing qualitative information on the project’s progress
against milestones challenges the stakeholders to question the progress of the
renovation and assess whether it will be possible for the ILO to deliver this project
within the approved budget and deadlines and in accordance with the approved plan.
We were informed by the Project Manager that areview of the format and content of
the financial reports to be provided to each stakeholder is under way.
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79. Each stakeholder, including the Governing Body, requires different financial and non
financial information to carry out its oversight responsibilities. In some cases, the
information may be required in more detail than in others. Consultations with each
stakeholder could provide useful guidance in the preparation of the progress reports
regarding the renovation project and this would result in each stakeholder receiving
the required information in the level of detail needed to exercise their due diligence.

80. The ILO isreviewing the oversight of change orders and its authority levels.
According to the Renovation Project Steering Committee’' s terms of reference, the
Committee will “approve any major technical changesto the project.” Further
elaboration of what ILO defines as “major technical changes” would be appropriate
to ensure that the terms of reference are clear for everyone when change orders are
received and when action is required. The current process would probably require
change ordersto be reviewed and approved by the Contracts Committee, when these
are significant. Reviewing the process would also ensure that there is no duplication
of efforts on the part of the Contracts Committee and the Steering Committee, which
is also tasked with approving major change orders. The ILO needsto find the right
bal ance between having in place sufficient and appropriate internal controls while
ensuring that the renovation project activities are not delayed by onerous
administrative processes.

81. Recommendation. The ILO should ensure that its renovation project governance
framework is finalized and approved without further delay. At aminimum, it should
include

e afinal project organizational structure;
e clear roles and responsibilities for stakeholders;
e adocumented calendar of key deliverables;

e clear and documented delegation of authority (who will approve what, dollar
limits, and key decisions to be made within a certain timeframe); and

e defined and complete progress reports with both financial and non-financial
information that meet stakeholders’ needs.

ILO response. We fully endorse the auditor’ s findings. Further to an internal review
and in collaboration with the Chief Internal Auditor a new Governance structureis
being finalized. The current status of the project, i.e. conceptual and basic design,
does not yet provide us with sufficient information to develop a comprehensive
schedule or more detailed budget. The project team continues its work in accordance
with the Governing Body’ s decisions from November 2010. All of the External
Auditor’ s recommendations will be incorporated in the revised Governance structure
and/or Project Quality Plan, which will be updated as required throughout the
lifetime of the renovation project to meet the Office’ s needs.
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Conclusion

82. The ILO hasin place a project governance structure framework; however,
improvements are needed to incorporate additional elements that are necessary to
meet best practices. A sound structure will assist ILO’s headquarters building
renovation project stakeholders in carrying out their oversight responsibilitiesin order
to deliver its renovation project on time and on budget.

Information technology—Governance

83. IT governance refers to the oversight and decision making for information technology
that supports the success of an organization. As the International Labour Organization
(ILO) depends on IT, it isimportant that its I T assets and related processes are
governed in aresponsible, efficient, and cost-effective manner to support the
realization of business objectives.

84. We examined at a high level whether the current IT governance structure including its
procurement process, and devel opment standards are formalized and implemented in
an efficient and effective manner. Our audit work in this areawas conducted in
November 2012.

The current IT governance structure is decentralized

85. The Information Technology and Communications (ITCOM) Bureau, the department
responsible for most IT functions within the ILO, does not have functional or line
management over all areasof IT. ITCOM governs and manages the mgority of IT
functions at headquarters, but there are pockets of IT being managed outside of
ITCOM at headquarters aswell asin al officesin the field. Thisresultsin alack of
an overall unified IT architecture, duplication of effort, lack of adherence to
standards, lack of integration, and higher operational costs.

86. The current model makes it difficult for IT to work with business ownersto fully
leverage technology in helping the ILO fulfil its mandate in the most cost-effective
and efficient manner. For areas where functions have been centralized under ITCOM,
such asthe LAN Administration in the Human Resources Department and
PROGRAM, benefits from both economy of scale and service delivery have been
realized.

87. We noted that there were no formal reporting lines between ITCOM and staff that
provide IT servicesin the field. The staff in the field report to their local
management. ITCOM defines standards, policies, and procedures for managing IT
operations and provides training and guidance to field IT staff but does not have
authority and resources to enforce and support compliance. This can cause
inconsistencies in the delivery and management of IT services between headquarters
and the field, resulting in increased costs. We noted that when reporting lines were
centralized, such as the consolidation of IT help desks at headquartersin ITCOM,
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88.

89.

standards and processes were established, performance was measured, and efficiency
gains could be quantified.

Although there are senior management committees that make strategic and
operational IT decisions at headquarters, there is no governance mechanism in place
that encompasses both headquarters and the field. Without an overarching IT
governance that functions Office-wide, the proliferation of decentralized IT
equipment, systems, and services can continue. An Office-wide IT governance
structure would more effectively set the IT strategy and monitor performance against
goals and objectives to ensure that

e thelLO'sIT assets and investments are protected,
e |T priorities are aligned,

e IT valueisrealized, and

e risks can be mitigated when necessary.

Recommendation. The ILO should adopt an IT governance structure to oversee IT
systems and services Office-wide.

ILO’sresponse. The ILO agrees with External Auditor (EA) recommendations. The
areas of decentralized IT functions that remain in Headquarters are being addressed
as apart of the management reform initiatives announced by the Director General in
February 2013. This includes strengthening of reporting lines and management
responsibility of 1T in the Field.

In the context of management reform, a new Information and Technology
Management Department has been established which elevates and centralizes IT
governance across the Office. The new department will be led by a Chief Information
Officer (ClO), who will advise senior management on all aspects of information and
technology management including strategic, architectural, governance, policy,
resource allocation and operational matters.

A revised Office-wide IT governance framework has also been prepared and will take
effect with the appointment of the CI1O. The proposed IT governance structure will
consist of asingle, authoritative body responsible for al IT governance decisions.
This body will be chaired by the Deputy Director General for Management and
Reform and will include Field representation.
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Procurement of some | T goods and servicesis not centralized

90. Some departments at headquarters as well asin the field have the ability to procure IT
services and goods without consulting ITCOM. This has led to disparate systems
being implemented that are not in compliance with the ILO’s overarching IT
enterprise architecture, resulting in lost economies of scale, increased I T security
risks, lack of interoperability, and increased support costs.

91. ITCOM manages the centralized purchasing of personal computers and desktop
software licenses for all ILO staff that are funded through the Regular Budget. Key
agreements have also been established for major providers of hardware, software, and
IT services. However, there are anumber of IT assets not managed by ITCOM on
behalf of the entire Office. Consolidating and coordinating licence acquisitions and
equipment could bring additional savingsin the field offices. We also noted that IT
consultants are being hired directly by business units to carry out work outside of the
control of ITCOM. Consolidation or centralized management of contracted and
outsourced IT services would also improve quality control.

92. Recommendation. The ILO should have IT procurement controls and policiesin
place to ensure that the purchase of IT goods and services are compliant with
approved strategies and standards.

ILO’sresponse. ILO agrees with the EA recommendation. In practice, there are
policies and processes to ensure that I T standards and complianceis followed. For
larger IT requirements thisis overseen through the Contracts Committee. However
the policies need to be reinforced for smaller valued transactions and requirements.
This need will be addressed in the revised IT governance framework and with the
issuance of the revised Procurement Manual.

Multiple departments provide IT services

93. Several departments provide IT services a headquarters. Some of these departments
do not have IT astheir core competency and are fulfilling IT roles such as server
room management, network administration, mobile communications administration,
printer management, and telecom services. There are also departments that have
dedicated IT staff who provide services that duplicate those delivered by ITCOM.
Decentralized IT functions and services performed outside of the ILO’s central IT
department result in

e inconsistent servicelevels;
e complexitiesfor users of IT services;

e lack of global visibility on IT costs,; and
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94.

95.

¢ independent decisions being made that may not be aligned with strategic
priorities and the future direction of IT in the Office.

Several departments are using various software products that do not conform to
ITCOM standards, making it difficult for the Office to maintain and support IT
systems over the long term. For example, the ILO public internet site, intranet site,
and key departmental applications are all managed outside of ITCOM and developed
with various software products. Support for multiple software products resultsin
increased license costs, increased integration costs, specialized training needsfor IT
staff, and high maintenance costs associated with software upgrades.

Recommendation. The ILO should inventory its IT functions and applications with
the objective of streamlining standards, software products, IT systems, and associated
software development functions.

ILO’sresponse. The ILO agrees with the recommendation. Management reform
initiatives are under way to consolidate and streamline IT functions, systems,
products, services, and resources highlighted in the paragraphs above. Management

of the ILO’sintranet, public website, LAN administration, telecommunications,
mobile devices, printers, and decentralized software development will be
consolidated in the new Information and Technology Management Department.
Reform initiatives will also address staff performing IT functions outside of their core
competency area.

Conclusion

96. TheILO isin the process of restructuring and reforming its management and

administrative structures and processes, and we have noted that changes are planned
for the governance of IT. IT governance should be seen as a strategic component that
aligns IT with the business of the ILO. The ILO should take advantage of technology
to help fulfil its mandate in a more cost-effective and efficient manner. Through
proper governance of IT resources, the ILO will be able add to these services, which
can enabl e the organization to achieveits goals.

Progress made on prior year's recommendations

97. In 2012, we conducted a follow-up of recommendations included in our 2011 report

to the Governing Body. The recommendations covered five areas. Application
controls — human resources, IT general controls— Oracle Enterprise Business Suite
(IRIS), International Public Sector Accounting Standards — implementation, IPSAS —
next steps and Human Resources — succession planning. In addition, we followed up
on recommendations still in progress, which were also reported in our 2011 report on
three areas. performance measurement and reporting, human resources—training and
development, and internal audit.
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98.

99.

In the application controls—human resources, we note that the ILO has made some
progress in addressing the weaknesses identified in the human resources application
controls. Modifications have been proposed to HR staff workflow roles, and these are
expected to be delivered in May 2013. Automation of certain benefits has also been
implemented, and others are presently under review.

Inthe area of IT genera controls, IPSAS implementation and next steps, and internal
audit, all recommendations have been addressed.

100. In the area of human resources—succession planning, work is still ongoing.

Management has reported to us that a new Work Force Planning and Job
Classification Specialist has been recruited and a work force planning moduleis
being reviewed. HR is also evaluating e-tools for skills mapping and workforce
planning. A learning management module has been launched at headquartersin
March 2013 and is expected to be rolled-out to the field in the summer 2013. A task
team on mobility has been put in place in January 2013 as part of the ongoing reform
with the objective of reviewing the current mobility and developing a comprehensive
set of proposals on staff mobility.

101. In the area of human resources—training and devel opment, the learning

management module isin progress as mentioned above and an internal governance
e-learning program now requires mandatory e-learning for all staff. In addition to
thistool aswell as the purchase of a performance management system, ILO is
planning the purchase of aworkforce planning module to help the Office map the
staff’ s skillsin an integrated manner and to report on skill gaps.

102.In the area of performance measurement and reporting practices, progressis still

ongoing. The ILO has undertaken a pilot exercise to supplement existing
guantitative indicators reported to the Governing Body with additional data designed
to better evaluate the quality and effectiveness of results achieved with ILO support.
A sample of thisinformation has already been submitted to the Governing Body in
March 2013 and has also been acknowledged by the IOAC. The ILO expects that the
application of this approach in preparing the 2012-13 programme implementation
will enable the Office to provide the Governing Body with improved performance
information allowing it to fulfil its oversight function.

103.In the area of Internal Audit, the Internal Auditor presented his 2013-14 audit plan

36

to the Director-General in early February 2013, which included an analysis of the
resources required to carry out hiswork. During the year, he also provided a
progress report on his planned audit coverage in August 2012 for the period of
January to July 2012 and on changes to the original 2013 audit plan in January 2013.
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Recommendations Included in the Report to the Progress
Governing Body on the 2011 audit including
past 2010 outstanding recommendations

Application controls — human resources

e  We recommend that ILO enforce greater segregation of
duties in the system; perform independent reviews of o
the data entry and manual adjustments; and ensure
that approval practices for all personnel actions follow
the established workflow process.

IT general controls — Oracle Enterprise Business
Suite (IRIS)

e We recommend that no user be allocated application
development responsibilities in the production ]
environment and that no developer have system
administration access rights.

International Public Sector Accounting
Standards — Implementation

e  As mentioned in the 2010 report, the ILO should
identify issues to be addressed by the UN task force
and continue to monitor the developments of the task Y
force in order to ensure comparability as well as
consistent and appropriate application of the PSAS
across UN organizations.

International Public Sector Accounting
Standards — next steps

e  The ILO should continue to plan and prepare for the
IPSAS standards that will be applied in 2012 including Y
the preparation of pro-forma consolidated financial
statements.
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Human resources - succession planning

e The ILO should develop the capacity to conduct
workforce analyses, and pursue its efforts to increase
the response rate to the skills-mapping exercise so it
can identify the skills of its workforce and determine its
current and future workforce needs.

e  The ILO should develop a succession planning process
that identifies what its key positions are; includes a
mechanism for informing employees what the key
positions are and what skills are needed for those
positions; and includes a system for preparing
employees for higher-level management positions.

e  The ILO should consider increasing mobility, to allow
staff to gain the necessary experience to take on
higher-level positions.

Human resources—training and development

The ILO should formalize its learning evaluation and
measurement mechanisms to assess effectiveness at the
organizational level and improve training programmes.

The ILO should develop training for managers and support
staff with responsibilities related to the Organization's
internal governance and accountability. It should make the
training mandatory and formally integrate it into the staff
development programme.

The ILO should try to increase the response rate to the skills
mapping exercise so that it can obtain a more representative
picture of the current competencies of professionals, and can
identify and fill gaps to meet its requirements.

The ILO should clarify the roles and responsibilities of
learning coordinators to promote common understanding
across the Organization.

Performance measurement and reporting
practices

The ILO should make performance information available to
the Governing Body when this information can best be used
to consider future budget allocations.

38
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Internal Audit

The IAO should carry out a detailed review of its resources
when finalizing its biennium work plan and when completing
any subsequent revisions to assess whether the resources
are sufficient to carry out the planned activities.

The IAO should monitor and report on the progress of its
planned audit coverage strategy throughout the audit period.
This report should formally document and report any change
in its resources that would have a significant impact on the
work plan and that could result in the IAO not being able to
complete its planned audits. This should be done on a timely
basis to allow the work plan or resource availability to be
revised, as necessary.

Number of recommendations made

14

Number of recommendations fully implemented

7

Legend of progress:

@y implementation: Fully addressed with implementation plan or a new process and expected results achieved.

- Ongoing implementation: Formal plans created for organization changes with appropriate resources and a reasonable
timetable. Implementation has partially achieved the expected results.
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3. Approval of the consolidated financial
statements for the year ended
31 December 2012

The consolidated financial statements numbered [ to V and the accompanying notes

are approved.

Approved by: Approved by:

Jer

—

GGt

Greg Johnson Guy Ryder
Treasurer and Financial Comptroller Director-General
30 April 2013 30 April 2013
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International Labour Office
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Auditor General of Canada
Vérificateur général du Canada

INDEPENDENT AUDITOR'S REPORT

To the Board of the International Labour Organization

Report on the Consolidated Financial Statements

I have audited the accompanying consolidated financial statements of the International
Labour Organization and its controlled entity, the International Training Centre, which
comprise the consolidated statements of financial position as at 31 December 2012 and

31 December 2011, and the consolidated statements of financial performance, consolidated
statements of changes in net assets, consolidated statements of cash flow and consolidated
statements of comparison of budget and actual amounts for the years then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Public Sector Accounting Standards,
and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

My responsibility is to express an opinion on these consolidated financial statements based
on my audits. | conducted my audits in accordance with International Standards on Auditing.
Those standards require that | comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the consolidated financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and
fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriatenes s of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

| believe that the audit evidence | have obtained in my audits is sufficient and appropriate to
provide a basis for my audit opinion.

240 rue Sparks Street, Ottawa, Oniario K1A 066
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Opinion

In my opinion, the consolidated financial statements present fairly, in all material respects,
the financial position of the International Labour Organization and its controlled entity, the
International Training Centre as at 31 December 2012 and 31 December 2011, and their
financial performance, their cash flows and the comparison of budget and actual amounts for
the years then ended in accordance with International Public Sector Accounting Standards.

Report on Other Legal and Regulatory Requirements

As required by the Financial Regulations of the International Labour Organization, | report
that, in my opinion, the accounting principles in International Public Sector Accounting
Standards have been applied, after giving retrospective effect to the adoption of the new
standards as explained in Note 3 to the consolidated financial statements, on a basis
consistent with that of the preceding year.

Further, in my opinion, the transactions of the International Labour Organization and its
controlled entity, the International Training Centre that have come to my notice during my
audits of the consolidated financial statements have, in all significant respects, been in
accordance with Financial Regulations and legislative authority of the International Labour
Organization and of the International Training Centre.

In accordance with Paragraph 6 of the Financial Regulations of the International Labour

Organization, | have also issued a detailed report on my audits of the International Labour
Organization’s_gonsolidated financial statements to the Governing Body.

Michael Ferguson, FCA
Auditor General of Canada

30 Aprit 2013
Ottawa, Canada
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International Labour Organization

Statement |
Consolidated statement of financial position as at 31 December 2012 (US$ millions)
Note 2012 2011 restated
Assets
Current assets
Cash and cash equivalents 4,20 671.6 548.4
Assessed contributions receivable 5 52.5 104.7
Voluntary contributions receivable 6 250.5 2155
Derivative assets 20 15.4 15.4
Other receivables 7 8.9 12.7
Inventories 8 8.1 8.9
Other current assets 9 14.2 13.0
1021.2 918.6
Non-current assets
Assessed contributions receivable 5 16.6 17.0
Voluntary contributions receivable 6 73.7 120.6
Investments 10, 20 875 83.6
Investments held for ITU 10, 20 115 11.4
Property and equipment 11 435.9 4164
Intangible assets 12 04 -
Derivative assets 20 - 15.7
625.6 664.7
Total assets 1646.8 1583.3
Liabilities
Current liabilities
Payables and accruals - 38.2 50.7
Deferred revenue 13 285.4 231.8
Due to donors 14 223.4 2104
Employee benefits 15 28.8 31.0
Current portion of long-term borrowings 16, 20 4.1 3.9
Due to member States 17 8.6 04
Derivative liabilities 20 - 0.9
Other current liabilities 19 0.6 11
589.1 530.2
Non-current liabilities
Deferred revenue 13 73.7 120.6
Employee benefits 15 915.6 799.0
Long-term borrowings 16, 20 417 42.6
Due to member States 17 24 10.4
Funds held on behalf of ITU 18 6.5 6.9
1039.9 979.5
Total liabilities 1629.0 1509.7
Net assets
Total reserves 195.1 185.3
Total accumulated funds (177.3) (111.7)
Total net assets 17.8 73.6

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization
Statement Il

Consolidated statement of financial performance for the year ended 31 December 2012 (US$ millions)

Note 2012 2011 restated
Revenue
Assessed contributions from member States 27 3829 408.8
Change in provision for assessed contributions receivable 27 - (0.3)
Voluntary contributions 27 263.7 2719
ITC training services 27 19.1 24.0
Staff/retiree benefit contributions 27 20.9 214
Sales and royalties 27 8.4 7.0
Investment income 27 6.9 4.0
Exchange gain (loss) and revaluation, net 27 29.3 12.8
Other income 27 4.0 39
Total revenue 735.2 753.5
Expenses
Staff costs 27 407.2 428.6
Travel 27 28.1 34.0
Subcontracts 27 94.9 107.0
General operating expenses 27 45.0 50.3
Supplies, materials and small equipment 27 10.0 22.9
Depreciation and amortization 27 2.0 25
Seminars, workshops and other training 27 445 48.6
Staff development 27 4.2 5.0
Health benefits 27 41.6 424
Contributions and grants in aid 27 6.1 8.6
Finance costs 27 1.8 3.8
Other expenses 27 3.6 4.5
Total expenses 689.0 758.2
Net surplus (deficit) 46.2 4.7)

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization

Statement 1l

Consolidated statement of changes in net assets for the period ended 31 December 2012 (US$ millions)

Accumulated funds Reserves  Total net assets

Employee Revaluation Value of Other Subtotal accumulated

liabilities surplus outstanding  balances fund balances

derivatives

Balance as at 31 December 2010 (625.0) 416.4 (14.3) 320.3 97.4 174.2 271.6
Recognition of leasehold improvement accumulated
depreciation (note 3) - - - (1.6) (1.6) - (1.6)
Restated balance as at 1 January 2011 (625.0) 416.4 (14.3) 318.7 95.8 174.2 270.0
Surplus (deficit) of period 2011 - - - (15.8) (15.8) 111 (4.7)
Change of reserve for derivatives of period 2011 - - 445 - 445 - 445
Change of revaluation surplus of land and buildings - (66.8) - - (66.8) - (66.8)
Actuarial gain (loss) of ASHI liability incurred in period 2011 (158.8) - - - (158.8) - (158.8)
Transfer to liabilities due to member States of period 2011 - - - 9.9) (9.9) - (9.9)
Translation difference from consolidation of ITC period 2011 - - - 0.7 (0.7) - (0.7)
Restated balance as at 31 December 2011 (783.8) 349.6 30.2 292.3 (111.7) 185.3 73.6
Surplus (deficit) of period 2012 - - - 36.4 36.4 9.8 46.2
Adjustment to cost of ITC leasehold improvement (note 3) - - - 1.6 1.6 - 1.6
Change of reserve for derivatives of period 2012 - - (14.9) - (14.9) - (14.9)
Change of revaluation surplus of land and buildings - 10.4 - - 10.4 - 10.4
Actuarial gain (loss) of ASHI liability incurred in period 2012 (99.2) - - - (99.2) - (99.2)
Translation difference from consolidation of ITC period 2012 - - - 0.1 0.1 - 0.1
Balance as at 31 December 2012 (883.0) 360.0 15.3 330.4 (177.3) 195.1 17.8

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization

Statement IV

Consolidated statement of cash flow for the period ended 31 December 2012 (US$ millions)

2012 2011 restated
Cash flows from operating activities
Surplus (deficit) for the period 46.2 4.7
Non-cash movements:
Depreciation and amortization 2.0 25
(Increase) decrease in assessed contributions receivable 52.6 (55.1)
Increase in provision for assessed contributions receivable - 0.3
Decrease in voluntary contribution receivables 11.9 40.8
Decrease in other receivables 3.8 0.3
(Increase) decrease in inventories 0.8 (2.0
(Increase) decrease in other assets (1.2) 0.1
Increase (decrease) in payables and accruals (12.5) 16.7
Increase (decrease) in deferred revenue 6.7 (35.3)
Increase (decrease) in due to donors 13.0 (2.4)
Increase in employee benefits 15.2 18.7
Increase (decrease) in due to member States 0.2 (6.8)
Increase (decrease) in other liabilities (2.3 0.8
Increase in investment portfolios (3.9 4.7)
Increase in borrowings 3.3 4.1
Transfer to liabilities due to member States - 9.9)
Net cash flows from operating activities 136.8 (35.6)
Cash flows from investing activities
Sale of investments - 49
Additions of property and equipment (9.2) (0.3)
Additions of intangible assets (0.4) -
Net cash flows from investing activities (9.5) 4.6
Cash flows from financing activities
Repayment of borrowings (4.0) (4.0)
Net cash flows from financing activities 4.0) 4.0)
Translation difference from consolidation of ITC (0.2) (0.9)
Net increase (decrease) in cash and cash equivalents 123.2 (35.9)
Cash and cash equivalents, beginning of period 548.4 584.3
Cash and cash equivalents, end of period 671.6 548.4
US$2.7 million of interest received is included in the net cash flows from operating activities (2011 = US$2.2 million).
The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization

Statement V-A

Statement of comparison of budget and actual amounts ®
Regular budget for the year ended 31 December 2012 (US$ thousands)

Original and Actual Difference @
final budget @
Revenue
Assessed contributions 430 810 430 810 -
Expense

Part | - Ordinary budget

A. Policy-making organs 46 646 43 675 (2971)
B. Strategic objectives 324 044 285 139 (38 905)
C. Management services 37 869 34 257 (3612
D. Other budgetary provisions 23 567 22111 (1 456)
Adjustment for staff turnover * (3651) - 3651
Total Part | 428 475 385182 (43 293)
Part Il - Unforeseen expenditure 438 - (438)
Part IV - Institutional investments and extraordinary items 1897 3795 1898
Total Parts |, Il and IV 430810 388977 (41 833)
Surplus at budgetary rate of exchange 41833

Revaluation of the budgetary surplus (3260)

Surplus at UN operational rate of exchange © 38573

Surplus resulting from the receipt of contributions in an amount higher

than approved regular budget 58 886

Reimbursement of 2010-11 deficit financing © (54 625)

Net surplus @ (note 22) 42 834

(1 Budget and actual information calculated at budgetary rate of exchange of US$1 = CHF0.84.

(@ Original budget represents one half of the biennial budget adopted by the International Labour Conference.

@ Significant differences between budget and actual are explained in the accompanying financial report on the 2012
accounts.

@) Staff turnover is an undistributed adjustment to reduce the overall level of the budget in recognition of inevitable
delays in recruitment. Managed under spending against appropriation lines offsets this undistributed adjustment.

®) Any surplus remaining at the end of the biennium is credited to Member contributions in the second year of the next
biennium per article 18(2) of the Financial Regulations.

® As at 31 December 2011, in accordance with article 21.1(a) of the Financial Regulations, the deficit of
CHF49.763 million was covered by the Working Capital Fund and internal borrowings. In accordance with article
21.2(a) of the Financial Regulations, arrears of contributions received in 2012 were used to reimburse the Working
Capital Fund and internal borrowings.

) The ILO financial period for budgetary purposes consists of two consecutive calendar years. At the mid-point in a
biennium, the surplus/deficit reflected in this statement is notional and no transfers as described in footnote 5 above
are processed.

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization
Statement V-B
Statement of comparison of budget and actual amounts

International Institute for Labour Studies (IILS) for the year
ended 31 December 2012 (US$ thousands)

Original and final budget® Actual Difference @
Accumulated fund balance, beginning 2618 2417 (201)
Revenue
Contribution from ILO regular budget 3564 3661 97
Interest 5 14 9
Sales of publications and miscellaneous receipts 5 - (5)
Other income - (M )
Total revenue 3574 3668 94
Expenditure 4199 3434 (765)
Total expenses 4199 3434 (765)
Net surplus (deficit) (625) 234 859
Accumulated fund balance, ending 1993 2 651 658
(1) The original budget represents one half of the budget adopted by the ILO Governing Body.
() Differences between budget and actual are explained in the accompanying financial report on the 2012 accounts.

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization
Statement V-C
Statement of comparison of budget and actual amounts

Inter-American Centre for Knowledge Development in Vocational Training (CINTERFOR)
for the year ended 31 December 2012 (US$ thousands)

Original and final budget @ Actual Difference @
Accumulated fund balance, beginning 487 584 97
Revenue
Contribution from ILO regular budget 1068 1068 -
_Contrlbutl_on from host country and other countries 475 498 23
in the region
Sales of publications and services 30 4 (26)
Miscellaneous income 5 - (5)
Total revenue 1578 1570 (8)
Expenditure 1656 1636 (20)
Total expenses 1656 1636 (20)
Net surplus (deficit) (78) (66) 12
Accumulated fund balance, ending 409 518 109

() The original budget represents one half of the budget adopted by the ILO Governing Body.
(@ Differences between budget and actual are explained in the financial report on the 2012 accounts.

The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization

Statement V-D

Statement of comparison of budget and actual amounts
International Occupational Safety and Health Information Centre (CIS)
for the year ended 31 December 2012 (US$ thousands)

Original and final budget @ Actual Difference @
Accumulated fund balance, beginning 502 547 45
Revenue
Contribution from ILO regular budget 1929 1631 (298)
Extra-budgetary income:
Contributions and copyright payments 80 71 9)
Sales of information services 90 6 (84)
Interest and net gains from exchange rate fluctuations - 1 1
Total revenue 2099 1709 (390)
Expenses
Expenditure related to the ILO contribution 1929 1631 (298)
Expenditure related to the extra-budgetary account 375 212 (163)
Total expenses 2304 1843 (461)
Net surplus (deficit) (205) (134) 71
Accumulated fund balance, ending 297 413 116
(1) The original budget represents one half of the budget adopted by the ILO Governing Body.
(2) Differences between budget and actual are explained in the financial report on the 2012 accounts.
The accompanying notes form an integral part of these consolidated financial statements.
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International Labour Organization
Statement V-E

Statement of comparison of budget and actual amounts
International Training Centre of the ILO (ITC) for the year ended 31 December 2012

Title 2012 2012 Budget 2012 2012 Budget
Budget  Actual variance® Budget Actual variance @
(in € thousands) (in US$ thousands)
REVENUE
Voluntary contributions
International Labour Organization 3057 3385 328 3929 4351 422
Government of Italy 7850 7850 - 10 090 10 090 -
Government of France 36 37 1 46 48 2
Piedmont Region 400 200 (200) 514 257 (257)
Government of Portugal 250 250 - 321 321 -
Total voluntary contributions
(Chapter 1) 11593 11722 129 14900 15067 167
Earned revenue
Revenue from training activities 25250 21026 (4 224) 32455 27 026 (5 429)
Revenue from publications 1100 990 (110) 1414 1272 (142)
Other revenue 1300 1114 (186) 1671 1432 (239)
Total earned revenue 27 650 23130 (4 520) 35540 29730 (5810)
Use of surplus 1000 701 (299) 1285 901 (384)
Total Chapter Il 28650 23831 (4819) 36825 30631 (6 194)
TOTAL BUDGET REVENUE 40243 35553 (4 690) 51725 45 698 (6 027)
EXPENDITURE
Fixed expenses
Regular budget staff costs 15631 14682 (949) 20091 18871 (1 220)
Project-based staff costs 3400 3083 (317) 4370 3963 (407)
Total staff costs (Chapter Ill) 19031 17 765 (1 266) 24 461 22 834 (1627)
Non-staff costs
Fixed expenses
Consultants 588 418 (170) 756 537 (219)
Facilities 1993 1875 (118) 2 561 2410 (151)
Security 390 361 (29) 501 464 (37)
General operating expenses 906 705 (201) 1165 906 (259)
Missions and representation 255 207 (48) 328 266 (62)
Governance 373 168 (205) 479 216 (263)
Information technology 1703 1388 (315) 2189 1784 (405)
Depreciation of property and equipment 349 234 (115) 449 301 (148)
Total fixed expenses (Chapter IV) 6 557 5356 (1201) 8428 6 884 (1544)

56 ILC.102/FIN



Consolidated financial statements for the year ended 31 December 2012

Title 2012 2012 Budget 2012 2012 Budget
Budget  Actual variance® Budget Actual variance @
(in € thousands) (in US$ thousands)
Variable expenses
External collaborators 5210 4172 (1038) 6 696 5362 (1334)
Missions 840 584 (256) 1080 751 (329)
Participants’ costs 5060 4 568 (492) 6 504 5871 (633)
Books, training aids and materials 800 400 (400) 1028 514 (514)
Ra::rr:ing facilities and services outside 830 502 (328) 1067 645 (422)
Other variable costs 830 107 (723) 1067 138 (929)
Costs related to income from publications 750 650 (100) 964 835 (129)
Other costs related to other income 300 177 (123) 386 228 (158)
Total variable expenses 14 620 11 160 (3 460) 18792 14 344 (4 448)
TOTAL OPERATING EXPENSES 40 208 34 281 (5927) 51681 44 062 (7619)
BUDGET SURPLUS @ 35 1272 1237 44 1636 1592
Other items
Provision for doubtful accounts - (28) - - (36) -
Exchange gain (loss) and revaluation, net - (269) - - (346) -
TOTAL OTHER ITEMS - (297) - - (382) -
NET BUDGET SURPLUS @ 35 975 - 44 1254 -

(1) As referred to in Financial Regulations 7(4) of the ITC.
(@ Budget variances are explained in the accompanying financial report on the 2012 accounts.

The accompanying notes form an integral part of these consolidated financial statements.
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1. The International Labour Organization (ILO) was founded in 1919 to promote
social justice and internationally recognized human and labour rights. The 1944
Declaration of Philadelphia affirms that “all human beings, irrespective of race, creed or
sex, have the right to pursue both their materia well-being and their spiritual
development in conditions of freedom and dignity, of economic security and equa
opportunity”. The ILO’s strategic objectives cover principles and rights at work,
employment, social protection and social dialogue. Taken together, these constitute
decent work.

2. ThelLO formulates international labour standards in the form of Conventions and
Recommendations. These include fundamental standards on freedom of association and
collective bargaining, abolition of forced labour, equality of opportunity and treatment,
and the elimination of child labour. Other standards regulate conditions across the entire
spectrum of work-related issues. The ILO provides advisory services and technical
assistance, primarily in the fields of child labour; employment policy; training and skills
development and vocational rehabilitation; enterprise development; social security;
industrial relations; and labour statistics. It promotes the development of independent
employers and workers organizations and provides training and advisory services to
those organizations. It serves as a centre of information on the world of work, and to this
end conducts research, gathers and analyses statistics, organizes meetings, and publishes
a range of information and training materials. Within the United Nations (UN) system,
the ILO has a unique tripartite structure with workers and employers participating as
equal partners with governmentsin the work of its governing organs.

3. The ILO is an international organization established pursuant to its Constitution
originally adopted in 1919 and subsequently modified by amendments adopted in 1922,
1945, 1946, 1953, 1962 and 1972. In 1947, the ILO became the first specialized agency
of the UN system based upon an agreement between the Organization and the United
Nations adopted in accordance with Article 57 of the United Nations Charter.

4. Governance: The ILO is governed by the International Labour Conference (ILC)
which consists of representatives of all the member States, and by the Governing Body
elected by the ILC. The ILC of representatives of the Members is convened annually.
Neither the delegates to the ILC nor the Governing Body members receive any
remuneration from the Organization for their services, however, the representatives of
worker and employer organizations are entitled to reimbursement for travel expenses
incurred in the execution of their duties. At its meeting in each odd numbered year, the
Conference adopts the ILO’s biennial budget in accordance with the ILO Financial
Regulations on the recommendation of the Governing Body. Under the ILO Financial
Regulations article 29, the ILC adopts the financial statements.

5. ThelLO's headquartersisin Geneva, Switzerland, and it maintains externa offices
in over 50 countries. In accordance with its headquarters agreement with the
Government of Switzerland and the United Nations Convention on Privileges and
Immunities for Specialized Agencies (1947 Convention) the Organization is exempt
from most taxes and customs duties imposed by its member States.

6. Thefinancia statements consolidate all of the operations under the direct authority
of the Director-General including the regular budget, reserves, extra-budgetary funded
activities, Inter-American Centre for Knowledge Development in Vocational Training
(CINTERFOR), International Occupational Safety and Health Information Centre (CIS),
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International Institute for Labour Studies (11LS) and the International Training Centre of
the ILO (ITC) aong with the Administrative Tribunal of the ILO.

7. Alsoincluded are the following reserves — Terminal Benefits Fund (established by
the Governing Body in 1964) to finance payments of repatriation grants and end-of-
service benefits, Fidelity Guarantee Fund (established in 1986) to finance losses due to
theft or misappropriation), Working Capital Fund (set at CHF35 million per the ILO
Financial Regulations, article 19) to finance budgetary expenditure pending receipt of
assessed contributions and with Governing Body approval advances to meet emergencies,
Income Adjustment Account (established by ILO Financial Regulations, article 11)
available for temporary funding of budgetary deficits pending receipt of contributions when
the Working Capital Fund proves insufficient and the extra-budgetary reserve to finance
costs incurred in connection with technical cooperation projects not reimbursed by donor,
the portion of the Staff Health Insurance Fund (SHIF) activities related to ILO officials
and retirees and the International Training Centre of the ILO (ITC) Working Capital
Fund established in accordance with the Financial Regulations of the Centre.

8. Controlled entity: The International Training Centre of the ILO (ITC) was
established by the Governing Body of the ILO and the Government of Italy in 1964. The
Centre is headquartered in Turin, Italy. The Centre provides training and related services
to UN agencies, governments and non-governmental organizations designed to develop
human resources and improve institutional capabilities. The Centre is principaly
financed from contributions from the ILO regular budget and technical cooperation
projects, from the Government of Italy and from charges for training services provided.
The Centre produces separate financial statements at the same reporting date asthe ILO.

Note 2 — Accounting policies

ILC.102/FIN

9. The consolidated financial statements of the ILO have been prepared in accordance
with International Public Sector Accounting Standards (IPSAS) and fully comply with
all effective standards applicable as at 31 December 2012.

10. The transitional provisions on Property and equipment (IPSAS-17) have been
applied in the initial recognition of equipment purchased before 1 January 2012.
Equipment acquired prior to 1 January 2012 was expensed at the date of purchase and its
value has not been recognized as an asset in 2012. The ILO aso utilizes transitional
provision in IPSAS-31 providing for prospective recognition of intangible assets.

11. Financial period: The Organization’s financia period for budgetary purposes is a
biennium consisting of two consecutive calendar years. The consolidated financia
statements are prepared annualy.

12. Consolidated financial statement presentation: The consolidated financial
statements are expressed in millions of United States (US) dollars unless otherwise
indicated. The accounts of the ITC, a controlled entity, have been consolidated into the
consolidated financial statements of the ILO.

13. Borrowing costs: Interest and other expenses incurred in connection with the
borrowing of funds to directly finance the acquisition or congtruction of assets are
capitalized as part of the cost of the asset.

14. Cash and cash equivalents: Cash comprises cash on hand and demand deposits;
cash equivalents are short-term, highly liquid investments that are readily convertible to
known amounts of cash and which are subject to an insignificant risk of changesin value.
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15. Contingent asset: At the end of the first year of each biennium, the amount
receivable from assessed contributions related to the second year of the biennium is
disclosed as a contingent asset; at the end of the second year of each biennium, the
amount receivable from assessed contributions related to the following biennium is
disclosed as a contingent asset. In addition, revenue from voluntary 1TC training services
and contributions to the Regular Budget Supplementary Account (RBSA) covering
future periodsis disclosed as a contingent asset if the inflow of contributionto the ILO is
probable at the reporting date.

16. Contingent liability: Provisions are recognized for contingent liabilities when the
ILO has a present legal or constructive obligation as a result of past events, it is more
likely than not that an outflow of resources will be required to settle that obligation, and
the amount can be reliably estimated. The amount of the provision is the best estimate of
the expenditure required to settle the present obligation at the reporting date. Contingent
liabilities are disclosed where a possible obligation is uncertain but can be measured, or
where the ILO has a present obligation but cannot reliably measure the possible outflow
of resources. A provision is established to cover the estimated present value of the
liability to settle claims before the Administrative Tribunal resulting in a probable
outflow of resources.

17. Depreciation and amortization: Depreciation of property and equipment and
amortization of intangible assets are recognized over the estimated useful life of the
assets using the straight line method, except for land which is not subject to depreciation.
The estimated useful lives for property, equipment and intangible assets classes are as
follows:

Class Estimated useful life (years)
Buildings
ILO headquarters 90
Field offices 20-85
Equipment
Office equipment 5
Furnishings and fixtures 5-10
Information technology equipment 5
Motor vehicles 5
Other equipment 5-10

Leasehold improvements

Internal improvements/renovations Lower of 15-30 and term of lease
Intangible assets

Software acquired externally 35

Software internally developed 3-5

Depreciation of buildings is calculated based on the fair value at the beginning of the
reporting year. When a building is revalued, any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the building and the net
amount restated to the revalued amount.
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18. Derivatives. Derivative financia instruments in the form of forward purchase
agreements have been acquired for the purpose of ensuring that the amount of Swiss
francs receivable from member States for their assessed contributions for the biennium
are sufficient to meet the ILO’s US dollar requirements for its regular budget and to
hedge the exposure of SHIF s investment portfolio to investments in currencies other
than Swiss francs. Both on recognition and subsequently, each forward purchase
agreement is recognized at fair value as either an asset or liability. Forward purchase
agreements with unrealized gains are reported as a derivative asset and forward purchase
agreements with an unrealized loss are reported as a derivative liability. The estimate of
the unrealized gain or loss on the forward purchase agreements is calculated using the
current market spot and the forward exchange rates at the end of the period, taking into
consideration the closing date of the foreign currency contracts. All changes in the
unrealized gain or loss on forward purchase agreements are recorded in a separate
component of reserves in the period in which they occur and are recognized to realized
exchange gain or loss in the financial period in which the foreign currency contract is
sold, terminated or exercised.

19. Due to member Sates. A liability is established to reflect the amounts payable to
member States for undistributed net surpluses, undistributed net premia at the end of
each biennium, and the incentive fund at the end of each reporting period. At the end of
the first year of each biennium a calculation is made of the amount that would have been
due to member States, and this amount is reflected as a component of accumulated fund
balance. At the end of the second year of each biennium the amount is distributed to
member States in accordance with the provisions of the Financial Regulations.

20. Employee benefits: Provisions have been established for the actuarially determined
liability for the After Service Health Insurance (ASHI) defined benefit obligation, the
estimated liabilities for separation benefits payable (repatriation grants and travel) and
for the estimated value of accumulated |eave and home leave earned but not taken at the
reporting date. In addition, a provision has been established to cover the estimated
liability in respect of education grants payable for differences between initial advances
and final claims at the reporting date. Interest cost and current service cost related to the
defined benefit obligation for ASHI liability as well as all other employee benefit
expenses are recognized on the consolidated statement of financial performance as a
component of staff costs. Any actuarial gains or losses for the defined benefits plan that
result from changes in actuarial assumptions or experience adjustments including
experience adjustments related to other long-term benefits are directly recognized in the
consolidated statement of changes in net assets. The balance of each provision is
reviewed annually and adjusted to reflect actual experience.

a  Short-term employee benefit liabilities are recognized at an undiscounted amount.
Short-term compensated absences are recognized, as employees earn their
entitlement to future compensated absences through rendering a service to the ILO.
For non-accumulating compensating absences an expense is recognized when the
absence occurs.

21. TheILO is a member organization participating in the United Nations Joint Staff
Pension Fund (UNJSPF), which was established by the United Nations General
Assembly to provide retirement, death, disability and related benefits to employees. The
Pension Fund is a funded, multi-employer defined benefit plan. As specified by
article 3(b) of the Regulations of the Fund, membership in the Fund shall be open to the
specialized agencies and to any other international, intergovernmental organization
which participates in the common system of salaries, allowances and other conditions of
service of the United Nations and the specialized agencies.
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22. The plan exposes participating organizations to actuarial risks associated with the
current and former employees of other organizations participating in the Fund, with the
result that there is no consistent and reliable basis for allocating the obligation, plan
assets, and costs to individual organizations participating in the plan. The ILO, in line
with the other participating organizations in the Fund, is not in a position to identify its
share of the defined benefit obligation, plan assets and the costs associated with the plan
with sufficient reliability for accounting purposes. Hence the ILO has treated this plan as
if it were a defined contribution plan in line with the requirements of IPSAS-25. The
ILO’s contributions to the plan during the financial period are recognized as expensesin
the statement of financial performance.

23. Expenses: Expenses are recorded on an accrual basis. The costs of goods received
or services delivered as of the end of the year, for which no invoice has been received,
are recognized as expense accruals. Expenses are reported in Statement 11 based on the
nature of the expense. The following definitions provide a general description of each
expense category.

a Saff costs: cover al entitlements for active officials of all grades as authorized by
the Staff Regulations. Also included the current period interest cost and current
service cost related to the ASHI liability.

a Travel: includes expenses related to official travel for staff and delegates to
meetings.

a Subcontracts. expenses related to externally provided services for the delivery of
outpults.

Q General operating expenses: includes all charges for the operation, maintenance
and security of ILO premises (owned, leased and donated); communication costs
including postage, telephone and internet services; freight expense and insurance.

a Supplies, materials and small equipment: covers the costs of consumables used in
ILO day-to-day operations including office supplies, paper, books and other
publications, computer and printer supplies, equipment and intangible assets which
do not meet the capitalization policy and vehicle fuel.

a Seminars, workshops and other training: covers the costs of delivery of training,
including the costs of facilities, consultants, materials, subsistence payments and
travel of officials and attendees to training-related events.

Q Saff development: expenses related to staff training and development including
rental of space, participant travel, and lecturer fees and travel costs.

a Health benefits: all payments made by the Staff Health Insurance Fund on behalf
of active or former ILO officias or dependants.

a Contributions and grants in aid: covers expenses under regular budget technical
cooperation activities and contributions made to jointly funded bodies.

a Finance costs. includes bank charges and custody fees paid in connection with the
management of 1LO bank accounts, disbursements and investments together with
adjustments relating to discounting of non-current receivables and borrowings.

a Other expenses. expenses that cannot be reported under the classifications above.
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24. Functional currency and foreign exchange: The functiona and presentation
currency of the Organization is the US dollar. Balances of monetary assets and liabilities
maintained in currencies other than the US dollar are converted to US dollars at the UN
operational rate of exchange applicable at the reporting date, which approximates the
market rate. Unrealized gains or losses from revaluation of monetary assets and
liabilities held in currencies other than US dollars are recognized on the consolidated
statement of financial performance at the exchange rate on the reporting date. Balances
carried at historical cost are converted using the UN operational rate of exchange at the
date of the transaction. Gains or losses arising from the conversion are recorded as
revenues or expenses in the consolidated statement of financia performance in the
period in which they arise except for gains/losses on exchange arising on derivatives at
the reporting date (reserve for derivatives) and from the revaluation of land and
buildings which are recorded to net assets.

25. Transactions carried out during the financial period in currencies other than the
USdollar are converted to US dollars using the UN operational rate of exchange in
effect on the date of each transaction. These rates approximate market rates. However,
on the statement of comparison of budget and actual amounts for the regular budget
(Statement V-A) revenue and expense incurred in Swiss francs is reflected at a
budgetary rate of exchange fixed by the ILC of US$1 = CHF0.84 for the
2012-13 biennium.

26. The functiona currency of the ITC is the euro. For the purposes of consolidation,
the balances of the ITC assets, liabilities and net assets have been converted from the
euro (€) to the US dollar (US$) at the UN operational rate of exchange as at
31 December 2012 of US$1 =€0.754 (US$L = €0.774 as at 31 December 2011). The
revenue and expense of the ITC has been consolidated using an average rate for the
period 1 January to 31 December 2012 of US$1 = €0.778 (US$1 = €0.72 for 2011).
Gains and losses on exchange resulting from the consolidation of ITC euro-based
accounts into the ILO's US dollar-based consolidated financia statements are
recognized in net assets.

27. Impairment: Cash-generating assets are those held for the purpose of generating a
commercia return. Provisions are established to recognize impairment, if necessary.
Non-cash-generating assets including land, buildings, equipment, intangible assets and
leasehold improvements are not held for future sale. Impairment reviews are undertaken
for all assets at least annually to determine if there is any impairment in their value.

28. Inventory: Publications held for free distribution are valued at the lower of cost and
current replacement cost. Publications held for sale are valued at the lower of cost and
net realizable value. If net realizable value is lower than cost, the difference is
recognized as an expense on the consolidated statement of financial performance. The
value of publications is written off to zero when they are considered damaged or after
two years when they are considered obsolete and this is an expense on the consolidated
statement of financial performance. The cost of publications is calculated using the
weighted average cost. The cost of paper and other supplies used in the production
processis calculated using the first-in, first-out method formula.

29. Intangible assets. Costs of intangible assets including software developed and
utilized internally by the ILO in its operations are recognized as assets at historical cost.
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30.

Investments: Investments are valued at fair value, determined based on the value in

US dollars of individual investments held at the reporting date. Realized and unrealized
gains or losses arising from the change of market value of investments and revenue from
interest and dividends are recognized in the consolidated statement of financial
performance in the period in which they arise.

31.

Net assets: Net assets represent the value of the Organization's assets less its

outstanding liabilities at the reporting date. Net assets consist of the following elements:

Q

32.

Reserves. represent the balances of specia funds established by the Governing
Body, the ILC or the Financial Regulations for the purpose of temporary funding
for operating deficits, managing cash flow, financing employee benefit liabilities
such as staff health insurance and termina benefits and self-insured fidelity
guarantee fund.

Employee liabilities: represents initial recognition of the employee liabilities and
subsequent impact of changes in actuarial assumptions.

Revaluation surplus. represents the accumulated difference between the historic
cost of land and buildings and the fair value as determined by the independent
valuation.

Reserve for derivatives. represents the unrealized gain or loss on the change in
value of the forward purchase agreement and hedging agreements held by the SHIF
Guarantee Fund.

Accumulated fund balances: represent the accumulated surpluses and deficits from
the Organization’s operations after deducting funds returned to member States in
accordance with the Financial Regulations.

Property and equipment:

Equipment: equipment is recorded at historical cost and presented at depreciated
cost.

Heritage assets: the value of heritage assets, including donated works of art, is not
recognized as an asset on the Statement of Financial Position.

Land and buildings: land and buildings are valued at fair value based upon an
external and independent valuation conducted annually.

The net difference between historical cost and fair value for land and buildings is
accounted for in a revaluation surplus which forms a separate component of net
assets. Any gain or loss resulting from the disposal of property valued at fair value
will be recorded as revenue or expense in the consolidated statement of financial
performance. External valuations are conducted when there is evidence that the
carrying amount might differ materially from fair value.

Leasehold improvement: leasehold improvements are recorded at historical cost
and presented at depreciated cost.

Leases. lease agreements entered into for equipment are classified as operating
leases unless they substantialy transfer al of the risk and reward of ownership.
Lease charges for operating leases are recognized on the consolidated statement of
financial performance as general operating expense, based on the terms of the
agreements for the period concerned so as to reflect the time pattern of benefit to
theILO.
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33.

O

Revenue from non-exchange transactions is recognized as follows:

Assessed contributions: revenue from assessed contributions utilized to finance the
biennial budget adopted by the ILC is recognized as one half of the total on
1 January of each year of the biennium. A provision has been established equal to
the contributions of former member States and member States that are more than
two years in arrears and have, therefore, lost the right to vote under the ILO’'s
Congtitution. Receivables from member States that have negotiated long-term
financial arrangements with the ILO’ s Governing Body have been discounted using
adiscount rate based upon long-term yields on high-grade corporate bonds.

Voluntary contributions: voluntary contributions with no conditions are recognized
as receivables and as revenue upon the signature of the agreement. Voluntary
contributions to technical cooperation projects are normally subject to conditions
related to performance. Upon signature of the agreement, a receivable and a
liability (deferred revenue) are recognized. Funds received from donors subject to
conditions are carried as a liability (due to donor). Revenue is recognized when the
conditions stated in the agreement have been met.

Contributions received from donors for projects that form part of the RBSA are
normally unconditional, and are recognized as revenue and a receivable when the
agreements are signed between the ILO and the donor. However, if conditions
requiring specific performance are imposed by a donor to the RBSA, recognition of
revenue is deferred until the performance requirement has been satisfied.

Gifts and grants. the ILO receives non-conditional contributions in cash from
member States and non-governmental organizations. These gifts and grants are
recognized as voluntary contribution revenue when an agreement is signed between
the ILO and a donor or on the receipt of cash if no agreement is signed by both
parties.

Training services. the ITC provides training services under contracts to
governments and organizations including the ILO. The services are subsidized by
non-conditional voluntary contributions which provide support to the ITC's
operations. The services are considered conditional non-exchange transactions
since they do not meet the definition of an exchange transaction which requires that
both parties to such transactions receive an approximately equal direct benefit.
Revenue from these transactions is recognized and measured on the proportion that
expenses incurred bear to the estimated total expenses of the training activity.

Contributions in-kind: the ILO receives contributions of office space and other
facilities from member States. Income from these contributions is not recognized as
revenue in the accounts but is disclosed in the notes to the consolidated financial
statements. In-kind contributions of goods are recognized at fair value at the date of
receipt. In-kind contributions of services are not recognized.

Revenue from exchange transactions is recognized as follows:

Sales and royalties: revenue is recognized on the date earned. Revenue related to
the provision of services is valued based upon the stage of completion measured
based upon the total costs incurred by the Organization in delivering the services at
the reporting date. Sales of publications are recognized when the publication has
been shipped to the purchaser. A provision for doubtful debts is established equal
to 50 per cent of the amount outstanding from one year to two years and 100 per
cent of the amount outstanding for more than two years unless the Organization
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receives from the debtor a written confirmation of the amount due with a planned
date of payment.

o Investment income: Interest income, earned based on a time proportionate basis as
it accrues taking into account the effective yield on the asset, gains and losses from
sales of investments and changes of investment market value are recognized in the
consolidated statement of financial performance in the period that they arise.

a  Saff/retiree employee benefit contributions are recognized on the date the revenue
becomes due in accordance with the Administrative Regulations of the SHIF.

35. Programme support income: voluntary contributions accepted by the ILO include a
charge for services provided by the ILO covering costs of administrative and operational
support services, generally calculated as a percentage of total direct project costs.
Revenue from programme support services is considered a non-exchange transaction and
is recognized, if the voluntary contribution is conditional, when earned through
performance and, if the voluntary contribution is non-conditional, is recognized when a
signed agreement exists between the ILO and a donor.

36. Measurement uncertainty: the preparation of consolidated financia statements in
accordance with IPSAS requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses for the year.
Accruals, investments, property and plant and employee benefit liabilities are the most
significant items where estimates are used. Actual results could differ significantly from
these estimates.

37. ThelLO has not adopted the following IPSAS that have been issued but are not yet
effective:

IPSAS Title Effective date

IPSAS-28 Financial instruments: Presentation 1 January 2013
IPSAS-29 Financial instruments: Recognition and measurement 1 January 2013
IPSAS-30 Financial instruments: Disclosures 1 January 2013
IPSAS-32 Service concession arrangements: Grantor 1 January 2014

38. The ILO intends to implement these standards on the effective date of each
standard.

39. IPSAS-28, 29 and 30 establish principles for the presentation of an entity’s
financial instrumentsin its financial statements, as well as the recognition methods to be
applied. Measurement principles are provided to value the financial instruments. In
addition, the standards require entities to provide disclosures that enable users to
evaluate the significance of financia instruments and the nature and extent of risks
arising from them to which the entity is exposed during the period at the end of the
reporting period, and how the entity manages those risks. IPSAS-32 is a standard that
will prescribe the recognition and measurement of service concession arrangements by
the grantor. Additional disclosuresin the notes will also be required.
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40. The impact of each standard on the ILO’s consolidated financial statements is not
yet known and cannot be reliably estimated at the date of these statements.

Note 3 — Changes in accounting policies

ILC.102/FIN

41. As part of the adoption of IPSAS, the ILO has implemented certain changes to its
accounting policies.

42. 1n 2012, in order to fully adopt IPSAS-17 — Property, plant and equipment, the ILO
recognized equipment as well as depreciation on buildings, leasehold improvements and
equipment.

43. Equipment will be recognized in accordance with the transitional provision which
provides entities with five years to recognize its equipment on the Statement of financial
position. Only equipment purchased in 2012 is recognized and its related depreciation.

44. |Inthe past, the ILO capitalized its leasehold improvements and those of the ITC, its
controlled entity. As the ITC had a different accounting policy, the ILO estimated the
cost of leasehold improvements, which was included in its statements. As a result the
estimated amount previously used was increased in 2012 by US$1.6 million in the
consolidated Statement of financial position and consolidated Statement of net assets to
recogni ze these additional costs as part of leasehold improvements.

45. |n addition, the Statement of financial position has been retrospectively restated to
recognize the opening accumulated depreciation of US$1.6 million as of 1 January 2011.
A depreciation expense for leasehold improvements of US$0.5 million has been
retrospectively restated in the Statement of financia performancein 2011.

46. The Statement of financial performance has also been restated retrospectively to
include a depreciation expense on ILO-owned buildings of US$2.1 million in 2011. Its
counterpart, accumulated depreciation, has been recognized as a reduction of the
revaluation surplus in the Statement of changes in net assets.

47. TheILO aso implemented IPSAS-21 — Impairment of non-cash generating assets,
IPSAS-18 — Segment reporting, and IPSAS-31 — Intangible assets. There was no impact
resulting in the adoption of IPSAS-21 as no impairment was required. Segment reporting
information is now disclosed in note 27. The value of intangible assets has been
recognized prospectively starting in 2012 and this has resulted in intangibles of
US$0.4 million being recognized. Comparative information for 2011 has not been
restated in accordance with the provisions of the standard, which prohibit recognition of
amounts previously expensed.
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Note 4 — Cash and cash equivalents

48. Cash required for immediate disbursement is maintained in cash and bank accounts.
Cash equivalent balances in deposit accounts are available at short notice. Of the total
cash held a the reporting date, US$308.8 million was in the functiona currency
USdollar (US$275.4 million as at 31 December 2011) and the balance held in other
currencies, primarily Swiss francs, was US$362.8 million (US$273 million as at

31 December 2011).
(US$ millions) US dollar Swiss franc Euro Other 2012 total 2011 total
Current accounts and cash on hand 68.6 3331 9.2 7.7 418.6 258.6
Short-term deposits 240.2 - 12.8 - 253.0 289.8
Total cash and deposits 308.8 3331 22.0 1.7 671.6 548.4

49. Therating of banksin which cash is deposited is as follows:

(US$ millions) AAA @) AA @) A® BBB®M  <BBB® Not rated Total
Cash and cash equivalents 69.4 52.2 541.8 31 2.7 24 671.6
Per cent 10.3% 7.7% 80.7% 0.5% 0.4% 0.4%  100.0%

(1) The rating is based on long-term credit ratings by Fitch, where unavailable equivalent ratings by Standard and Poors and Moodys were utilized.
A rating category includes A+ and A-, AA rating category includes AA+ and AA-.

Note 5 — Assessed contributions receivable

50. Prior to the beginning of each financia period the ILO assesses each member State
in accordance with article 13 of the ILO Constitution for its share of the regular budget.
Contributions are calculated and payable in Swiss francs equal to the total amount of the
Organization’s regular budget for the biennial financial period, payable one half at the
beginning of each year of the biennium. The amount of current contributions receivable
at the reporting date was CHF78.8 million equa to US$86.5 million & US$1l = CHF0.911
(CHF132.4 million equal to US$140.1 million at US$1 = CHF0.945 at 31 December
2011). From this amount, US$0.9 million has been deducted representing the advance
payments received from member States with financial arrangements, leaving a net
assessed contribution receivable of US$85.6 million.

2012 (US$ millions) 2011 (US$ millions)

Assessed contribution receivable (note 28) 85.6 138.8
Less discounting of long-term financial arrangements (2.5) (3.2)
Less provision for doubtful collection of contributions (14.0) (14.0)
Total net receivable 69.1 1217
Assessed contribution receivable — Current 52.5 104.7
Assessed contribution receivable — Non-current 16.6 17.0
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51. An ageing of the assessed contributions receivableis as follows:

Type of receivable Lessthanl year 1-2years Over2years Less provision Total
(US$ millions) for doubtful

debts and discount
Assessed contributions receivable 49.0 2.2 34.4 (16.5)  69.1

52. The provision reflects the amounts due from former member States and member
States without financial arrangement owing more than the previous two years assessed
contributions at the reporting date.

53. Non-current contributions receivable represent amounts due from member States
that have had deferred payment plans approved by the ILC. If member States with
financial arrangements do not meet the payment plan, they lose the right to vote and the
provision for doubtful debts is increased to reflect the entire amount due from that
member State. The non-current receivable has been discounted to represent the present
value of the recelvable using arate of 2.5 per cent (2.67 per cent in 2011) based on high-
yield corporate bonds. The impact of the discounting was to reduce the total asset by
US$2.5 million (US$3.1 million in 2011).

Note 6 — Voluntary contributions receivable

54. The ILO has recognized receivables reflecting amounts due from donors that have
signed binding agreements with the ILO in connection with technical cooperation
projects and unrestricted grants. Binding agreements are those signed by the donor and
the ILO for which an inflow of resources to the ILO is probable based on the terms of
the agreement and the historical relationship with the donor. All agreements related to
technical cooperation projects contain conditions requiring the ILO to provide services
specified in the agreement based on detailed workplans and project budgets and to return
any unexpended funds to the donor. For al such conditional agreements, a liability
(deferred revenue) is recognized until the ILO carries out the conditions imposed by the

donor.

2012 (US$ millions) 2011 (US$ millions)
Technical cooperation projects 3109 314.8
ITC training services 12.6 20.6
Unrestricted grants to ITC 0.7 0.7
Total voluntary contribution receivable 324.2 336.1
Voluntary contribution receivable — Current 250.5 2155
Voluntary contribution receivable — Non-current 73.7 120.6
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55. Of the total technical cooperation projects receivable of US$310.9 million,
US$72.2 million represents receivables due in 2014 and later years. Of the total ITC
training services receivable, US$1.5 million represents receivables due in 2014 and later
years.

Note 7 — Other receivables
56. Other receivables are as follows;

2012 (US$ millions) 2011 (US$ millions)
US income taxes 49 6.4
Receivable from UNDP 0.5 22
Other receivables 35 41
Total other receivables 8.9 12.7
57. An ageing of other receivablesis asfollows:
Type of receivable Lessthanl year  1-2years Over 2 years  Less provision for Total
(US$ millions) doubtful debts and

discount

Other receivables 5.8 1.7 1.4 - 8.9

Note 8 — Inventories

58. The movement of inventories during the year is as follows:

Reconciliation of inventories Production Publications 2012 Total 2012 Total 2011
(US$ millions) supplies 2012

Balance at 1 January 0.5 8.4 8.9 7.9
Produced and purchased 0.7 12.9 13.6 14.8
Inventory available 12 213 22.5 22.7
Less: expensed (0.8) (9.6) (10.4) (9.6)
Less: write-down - (2.2) (2.2) (1.4)
Less: write-off - (2.9) (2.9) (2.8)
Balance at 31 December 0.4 7.7 8.1 8.9
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Note 9 — Other current assets

Note 10 — Investments

59. Other current assets are as follows:

Staff advances

Advance to implementing partners

Other

Total other current assets

2012 2011
(US$ millions) (US$ millions)
7.8 7.4
19 15
45 4.1
14.2 13.0

60. The Organization maintains severa investment portfolios managed by external

investment managers consisting principally of bonds and some equities as follows:

2012 (US$ millions)

2011 (US$ millions)

Fair value Cost Fair value Cost
Cash 0.3 03 2.3 2.3
Fixed income
Bonds 58.8 55.5 55.4 54.6
Floating rate notes 8.4 8.4 6.0 6.1
Money market 19.2 19.1 21.0 20.9
Subtotal fixed income instruments 86.4 83.0 82.4 81.6
Securities
Fiduciary Trust Investments 12.3 6.2 10.3 6.2
Subtotal securities 12.3 6.2 10.3 6.2
Total investment 99.0 89.5 95.0 90.1
Rating of investments (fair value)
Year 2012 (US$ thousands)
AAA O AA @) A® Not rated Total
Cash - - - 344 344
Bonds 38 365 3303 17 150 - 58 818
Floating rate notes 3500 3865 1003 - 8368
Securities - - - 12 278 12 278
Money market - - 19190 - 19190
Total investment 41 865 7168 37343 12 622 98 998

(1) The rating is based on long-term credit ratings by Fitch, where unavailable equivalent ratings by Standard and Poors and Moodys were utilized. A
rating category includes A+ and A-, AA rating category includes AA+ and AA-. For money market funds, where only short-term credit ratings are

available (F1 to F1+ by Fitch), a long-term credit rating of A was utilized.
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Note 11 — Property and equipment

(US$ thousands) Land  Buildings !_easehold Equipment Total
improvements
Gross carrying amount at 31 December 2010 212 658 266 146 8421 - 487225
Restated accumulated depreciation at 31 December 2010 - - (1659) - (1659)
Restated net carrying amount 1 January 2011 212 658 266 146 6 762 - 485566
Additions - 294 - - 294
Disposals - - - - -
Depreciation - (2 068) (492) - (2 560)
Exchange adjustment depreciation - - 53 - 53
Exchange adjustment cost - - (133) - (133)
Net revaluation recognized in net assets (7173) (59 612) - - (66 785)
Subtotal 2011 movement (7173) (61 386) (572) - (69131)
Restated closing balance at 31 December 2011 205 485 204 760 6190 - 416435
Restated gross carrying amount at 31 December 2011 205 485 204 760 8288 - 418533
Restated accumulated depreciation - - (2 098) - (2 098)
Restated net carrying amount at 31 December 2011 205 485 204 760 6190 - 416435
Additions - 7058 215 1894 9167
Disposals - - - - -
Depreciation - (1 366) (468) (118) (1952)
Exchange adjustment depreciation - - (54) 2 (56)
Exchange adjustment cost - - 204 - 204
Net revaluation recognized in net assets 7673 2774 - - 10 447
Adjustment to cost of ITC leasehold improvements 1625 1625
Subtotal 2012 movement 7673 8 466 1522 1774 19435
Closing balance at 31 December 2012 213 158 213 226 7712 1774 435870
Gross carrying amount at 31 December 2012 213158 213 226 10 332 1894 438610
Accumulated depreciation - - (2 620) (120) (2 740)
Net carrying amount at 31 December 2012 213 158 213 226 7712 1774 435870
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61. The Organization owns its headquarters building in Geneva, Switzerland, and the
land upon which it was built along with two adjoining parcels of land. It aso holds a
long-term lease from the Canton of Geneva, Switzerland, on afurther parcel. In addition,
the Organization owns land and buildings in Abidjan, Cote d’lvoire; Lima, Peru; and
Santiago, Chile. In Buenos Aires, Argentina; and Brussels, Belgium, the Organization
owns apartments located in buildings for which no separate land ownership exists. In
Brasilia, Brazil; Dar es Salaam, the United Republic of Tanzania; and Islamabad,
Pakistan, it further owns buildings located on land to which the ILO has surface rights or
leaseholds at a nominal cost.

(US$ thousands) Fair value Fair value Historical cost Historical cost
2012 2011 2012 2011

Land

Headquarters — Geneva 208 550 201 318 - -
Lima 2835 2381 - -
Abidjan 400 413 - -
Santiago 1373 1373 - -
Subtotal 213158 205 485 - -
Buildings

Headquarters — Geneva 193 858 186 640 57 276 50218
Lima 9102 8413 2881 2881
Brasilia 711 627 406 406
Abidjan 2 268 2342 2417 2417
Dar es Salaam 2192 2331 1797 1797
Buenos Aires 645 600 677 677
Islamabad 308 363 1918 1918
Santiago 3314 2637 1939 1939
Brussels 828 807 449 449
Subtotal 213226 204 760 69 760 62 702
Total land and buildings 426 384 410 245 69 760 62 702

62. In order to more accurately reflect the value of its land and buildings, an
independent appraiser reviewed and updated the fair value of al of its properties as at
31 December 2012 based on international valuation standards as promulgated by the
International Valuation Standards Committee. The increase of US$16.1 million in the
fair value in 2012 of the land and buildings includes US$14.9 million in revaluation gain
due to exchange. The net difference between historical cost and land and buildings
valued at fair value is recognized as a separate component of the net assets as shown in
Statement |11.
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Leasehold improvements

63. The Organization has also constructed improvements on leasehold property in New
Delhi, India, and the Piedmont Pavilion at the ITC. Leasehold improvements are valued
at historic cost and are capitalized and recognized as an asset if their cost exceeds or is
equal to athreshold of US$50,000.

Equipment

64. Equipment is recognized as an asset if its cost is greater or equal to US$5,000, is
under the control of the ILO and if the ILO anticipates receiving future economic
benefits or service potential.

(US$ thousands) Office IT and Machineryand  Vehicles Total

equipment and communication equipment

furniture
Opening balance 1 January 2012 - - - - -
Additions 158 788 584 364 1894
Disposals - - - - -
Depreciation (3) (47) (47) (22) (118)
{\rll;ert1 ;el):t:ir(;inge differences arising from _ 1) 1) B @
Impairment - - - - -
Closing balance 31 December 2012 155 740 536 343 1774
Gross carrying amount 158 788 584 364 1894
Accumulated depreciation (3) (48) (48) (22) (120)
Net carrying amount 155 740 536 343 1774

Note 12 — Intangible assets

74

65. 2012 isthe first year in which the value of intangible assets is recognized on the
Statement of Financial Position. Intangible assets are capitalized and recognized as
assets if their cost per user equals or is greater than US$5,000 for externally acquired
software and US$200,000 for internally developed software.

66. The capitalized value of the internally developed software excluding those costs
related to research, maintenance and internal training was US$0.4 million in 2012.

67. Amortization is nil in 2012 as the intangible assets were in development phase as at
31 December 2012.
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Note 13 — Deferred revenue

2012 (US$ millions) 2011 (US$ millions)

Deferred revenue — Current

Assessed contributions received in advance 38.1 18.1
Voluntary contributions receivable relating to signed agreements 239.2 199.8
Receivables relating to signed agreements on ITC training services 7.0 12.8
SHIF contributions received in advance 0.6 0.6
Other deferred revenue 05 0.5
Subtotal current deferred revenue 285.4 231.8

Deferred revenue — Non-current

Voluntary contributions receivable relating to signed agreements 72.2 1175
Receivables relating to signed agreements on ITC training services 15 31
Subtotal non-current deferred revenue 73.7 120.6
Total deferred revenue 359.1 352.4

68. Assessed contributions received in advance represent amounts received from
member States for contributions related to future financial periods. The deferred
voluntary contribution revenue represents the amount receivable pending the completion
of the performance required by agreements between the Organization and the donor.

Note 14 — Due to donors
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69. The ILO implements technical cooperation projects on behalf of donors including
its member States, the UNDP and other international non-governmental organizations.
Many of these projects are implemented over multi-year periods extending beyond the
ILO's financial period. Agreements with donors include conditions requiring the
completion of specific tasks and activities and the return of unexpended balances.
Unexpended balances of funds held on behalf of donors are considered a liability of the
Organization until the project is completed in accordance with the agreement with the
donor and any unexpended balance has been returned to the donor.

70. The total amount of funds held on behalf of donors was US$223.4 million at the
reporting date (US$210.4 million as at 31 December 2011).
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Note 15 — Employee benefit liabilities
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71. The employee benefit liabilities are unfunded unless otherwise indicated below.

2012 (US$ millions) 2011 (US$ millions)
Current liabilities
Education grant 0.6 2.2
Accumulated leave 34 39
Home leave 0.6 0.6
Repatriation grant and travel 4.3 37
ASHI liability 19.9 20.6
Subtotal current liabilities 28.8 31.0
Non-current liabilities
Accumulated leave 321 31.6
Repatriation grant and travel 45.9 50.0
ASHI liability 837.6 717.4
Subtotal non-current liabilities 915.6 799.0
Total employee benefits liabilities 944.4 830.0

72. The methodology for estimating the amounts of each liability is as follows:

73. Accumulated leave: In accordance with ILO Staff Regulations, ILO officials may
accumulate annual leave of up to 60 working days which is payable on separation from
service.

74. Repatriation grant and travel: In accordance with ILO Staff Regulations,
non-locally recruited ILO officials are entitled to a grant on separation from service if
they have completed at least one year of service outside their home country. General
Service staff of the ITC are also eligible for an end-of-service benefit.

75. In addition, ILO officials, spouse and dependent children are entitled to
reimbursement of travel and transport of personal effects on separation.

76. The ILO maintains a separate fund to finance the costs of repatriation grants and
makes a defined contribution to the fund as a percentage of compensation paid to eligible
employees during the financial period. The total contribution paid to the Terminal
Benefits Fund in 2012 was US$4.8 million (US$4.6 million in 2011). An amount of
US$32 million has been reserved by the ILO in the Termina Benefits Fund
(US$31.6 million at 31 December 2011) to partially cover the repatriation grant.

77. Home leave: Non-locally recruited ILO officials are entitled to reimbursement for
the costs of travel to their home country in the second year after their initial appointment
and thereafter, every second year. The liability recorded relates to the value of home
leave entitlements that have been earned by officials but not taken at the reporting date.

78. Education grant: Internationally recruited staff members are eligible for partia
reimbursement of the amounts paid for the education of dependent children up to
maximum allowances established by the International Civil Service Commission (ICSC).
Expenses for education grant amounted to US$9.2 million in 2012 (US$10.6 million in
2011).
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79. The Pension Fund's Regulations state that the Pension Board shall have an
actuarial valuation made of the Fund at least once every three years by the Consulting
Actuary. The practice of the Pension Board has been to carry out an actuaria valuation
every two years using the Open Group Aggregate Method. The primary purpose of the
actuarial valuation is to determine whether the current and estimated future assets of the
Pension Fund will be sufficient to meet itsliabilities.

80. ThelLO’'sfinancial obligation to the UNJSPF consists of its mandated contribution,
at the rate established by the United Nations General Assembly (currently at 7.9 per cent
for participants and 15.8 per cent for member organizations) together with any share of
any actuarial deficiency payments under article 26 of the Regulations of the Pension
Fund. Such deficiency payments are only payable if and when the United Nations
Genera Assembly has invoked the provision of article 26, following determination that
there is a requirement for deficiency payments based on an assessment of the actuarial
sufficiency of the Pension Fund as of the valuation date. Each member organization shall
contribute to this deficiency an amount proportionate to the total contributions which
each paid during the three years preceding the valuation date.

81. The latest actuarial valuation was performed as of 31 December 2011. The
valuation revealed an actuarial deficit of 1.87 per cent (0.38 per cent in the 2009
valuation) of pensionable remuneration, implying that the theoretical contribution rate
required to achieve balance as of 31 December 2011 was 25.57 per cent of pensionable
remuneration compared to the actual contribution rate of 23.7 per cent. The actuaria
deficit was primarily attributable to the lower than expected investment experience in
recent years. As of 31 December 2011, the funded ratio of actuarial assets to actuarial
liabilities, assuming no future pension adjustments was 130 per cent (140 per cent in the
2009 valuation). The funded ratio was 86 per cent (91 per cent in the 2009 valuation)
when the current system of pension adjustments was taken into account.

82. After assessing the actuarial sufficiency of the Fund, the Consulting Actuary
concluded that there was no requirement, as of 31 December 2011, for deficiency
payments under article 26 of the Regulations of the Fund as the actuaria value of assets
exceeded the actuarial value of all accrued liabilities under the Fund. In addition, the
market value of assets also exceeded the actuarial value of all accrued liabilities as of the
valuation date. At the time of this report, the General Assembly had not invoked the
provision of article 26.

83. In July 2012, the Pension Board noted in its report of the 59th Session to the
Genera Assembly that an increase in the normal age of retirement for new participants
in the fund to 65 is expected to significantly reduce the deficit and would potentialy
cover half of the current deficit of 1.87 per cent. In December 2012 the Genera
Assembly authorized the United Nations Joint Staff Pension Board to increase the
normal retirement age to 65 for new participants of the Fund, with effect not later than
from 1 January 2014 unless the General Assembly has not decided on a corresponding
increase in the mandatory age of separation.

84. During 2012, expenses related to UNJSPF amounted to US$51.9 million
(US$52.6 million in 2011). Expected expenses for 2013 total US$53 million.

85. The United Nations Board of Auditors carries out an annual audit of the UNJSPF
and reports to the UNJSPF Pension Board on the audit every year. The UNJSPF
publishes quarterly reports on its investments and these can be viewed by visiting the
UNJSPF at www.unjspf.org.
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After Service Health Insurance Plan (ASHI)

78

86. Staff members (and their spouses, dependent children and survivors) retiring from
service at the age of 55 or later are eligible for ASHI coverage if they have at least ten
years of service with an agency of the UN system and have been a participant in SHIF
for the five years immediately preceding separation from service. The same benefit
appliesto former staff members receiving compensation for disability from the UNJSPF.
An actuaria valuation carried out in 2012 determined the ILO’s estimated liability for
after-service medical benefits at the reporting date.

87. Each year, the ILO reviews and selects assumptions and methods that will be used
by the actuaries in the valuation to determine the expense and contribution regquirements
for the ILO’s after-service medical care plans. For the 2012 valuation, the assumptions
and methods used are as described below.

Key financial assumptions 2012 (%) 2011 (%)
Discount rate at beginning of period 2.67 3.50
Discount rate of end of period ILO: 2.50 267
ITC: 3.56 '
Rate o_f fu_ture compensation increases 3.80 250
at beginning of period
Rate of future compensation increases ILO: P staff 3.51, G staff 3.49 3.80
at end of period ITC: P staff 3.60, G staff 2.41 '
Rate qf pension increases at beginning 200 200
of period
Rate of pension increases at end of period 2.00 2.00
Medical inflation 5.025 from 2012 decreasing by  5.30 from 2011 decreasing by
0.275 per year to 3.00 0.275 per year to 3.00

88. The discount rate is determined by reference to market yields at the reporting date
on high-quality corporate bonds. Based on the plan duration, the discount rate has been
determined for each major currency in which the SHIF incurs liabilities (CHF, GBP,
USS, €). The final rate was then determined by averaging the different discount rates,
weighted by the benefit paymentsin the different currencies.

Sensitivity information for health-care plans

(US$ thousands) 2012 2011
1 per cent increase in health-care trend rate — Effect on service and interest costs 18 182 14 338
1 per cent decrease in health-care trend rate — Effect on service and interest costs (13 648) (10 748)
1 per cent increase in health-care trend rate — Effect on defined benefit obligation (DBO) 174 006 151 687
1 per cent decrease in health-care trend rate — Effect on DBO (137587)  (119592)

ILC.102/FIN



Consolidated financial statements for the year ended 31 December 2012

2012 2011 2010 2008-09
(24 months)
(US$ thousands)

Defined benefit obligation, beginning of year 738 049 563 558 481 061 448 947
Net service cost 20800 16 943 12 761 26 688
Interest cost 19 430 19 416 20069 36 124
Net benefits paid (19 946) (20657) (17 670) (29 901)
Liability (gain)/loss due to experience 4815 (26 077) 3798 18 297
Liability (gain)/loss due to assumption changes 94 354 184 866 63539 (19 094)
Defined benefit obligation, end of year 857 502 738 049 563 558 481 061
Statement of financial position asset/(liability), beginning of year (738 049) (563 558) (481 061) (448 947)
Total (charge)/credit for interest cost and net service cost (40 230) (36 359) (32830) (62 812)
Employer contributions 19 946 20 657 17 670 29901
Total (charge)/credit recognized in statement of financial performance (20 284) (15 702) (15 160) (32911)
Total (charge)/credit recognized in net assets (99 169) (158 789) (67 337) 797
Statement of financial position asset/(liability), end of year (857 502) (738049) (563 558) (481 061)

89. Expense related to interest cost and current services costs for 2012 has been
recognized in the statement of financial performance as staff costs. Cumulative actuarial
loss of US$325.3 million (cumulative actuarial loss of US$226.1 million at 31 December
2011) has been recognized in net assets. Under IPSAS-25, the ASHI liability is
considered unfunded and, therefore, no fair value of plan assets has been recognized and
the entire ASHI liability isrecognized as aliability of the ILO.

90. An amount of US$53.2 million is avalable in a SHIF Guarantee Fund
(US$48.5 million at 31 December 2011) to cover ongoing liabilities of the SHIF.

91. The estimated contributions expected to be paid to the After-Service Health
Insurance Plan during the 2013 financia year is US$19.9 million (US$20.6 million at
31 December 2012).

Note 16 — Borrowings
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92. Borrowings consist of an interest-free loan made to the ILO from the Fondation
des immeubles pour les organisations internationales (FIPOI) for the construction of the
ILO’s headquarters building drawn down from 1968 to 1977. The loan is repayable in
annual instalments and the final payment will be due in 2025. The loan is unsecured.

2012 (US$ millions) 2011 (US$ millions)

Payments due next year 41 3.9
Payments due from second to fifth year (CHF3.7 million per year) 16.3 15.7
Payments due after five years 325 353
Subtotal of non-current borrowings 48.8 51.0
Less discounting of non-current borrowings (7.1) (8.4)
Total borrowings 458 46.5
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93. In order to more accurately reflect the time value of money, the non-current
balance has been discounted using the discount rate for high-grade corporate bonds of
2.5 per cent for 2012 (2011 — 2.67 per cent) established in Swiss francs by the
independent actuary. No additional borrowing occurred in 2012.

Note 17 — Due to member States

94. In accordance with article 11 of the ILO Financial Regulations the net premium
due to member States is determined on a biennial basis at the end of the second year of
the biennium. The 2012 amount is included as a separate element of accumulated fund
balance pending the biennial results. No additional amount is, therefore, reflected as due
to member States pending the completion of the current biennium as at 31 December
2013. The amount due to member States at 31 December 2012 and the amount included
in the separate element of accumulated fund balance for 2012 has been is calculated as
follows:

2012 (US$) 2011 (US$)
Undistributed surpluses of prior periods 183 193 549 022
Undistributed net premium of prior periods 287 162 285 644
Undistributed 50 per cent of net premium (2011) 5112 385 4928 447
Subtotal 5582 740 5763113
Incentive Fund 5383470 5116 519
Total payable to member States 10 966 210 10 879 632

Calculation of net premium and Incentive Fund

80

95. The Financial Regulations provide for the distribution of elements of the net result
of operations of the regular budget as follows:

o  Net premium— Article 11, paragraphs 5 and 7, provides for distribution to member
States of one haf of any net premium eaned on the forward purchasing
transactions between US dollars and Swiss francs to member States apportioned on
the basis of the proportion of the total of each member State’'s assessed
contributions during the biennium in which the net premium was earned and
credited against assessed contributions payable in the next financial period. The
remaining one half of the net premium is transferred to the Incentive Fund. The
calculation of the various distributions of the net operationa result in accordance
with the Financial Regulations is done on a biennia basis. A calculation has been
made for information purposes representing the balances as at 31 December 2012.
The amount shown will be consolidated with the calculations made at as
31 December 2013 to reflect the balance due to member States for the
2012-13 biennium as follows:
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Exchange Equalization Account (EEA) calculation 2012 (12 months) ~ 2010-11 (24 months)
Premium earned on the forward purchase of US dollars 891 504 3723872
Exchange gains (losses) from revaluation from budgetary
to UN operational rate of exchange:
Revenue (43 563 657) 65 878 903
Expense 23 485 756 (43 553 299)
Forward purchase of US dollars 14 623 254 (30 838 665)
Etel\J/?\llu(?;LOrg tci)(z r?;sgtsé (I)i?zi)l(i(t:iﬁzhgiserves and fund balances (2599 806) 8 494 249
Revaluation of provision for contribution arrears 4977273 7479 339
Revaluation of regular budget surplus 3260282 (1327 502)
Total EEA 1074 606 9856 897

96. Incentive Fund — article 11, paragraphs 4, 5 and 6, provides for an Incentive Fund
financed by 60 per cent of the interest earned on temporarily surplus regular budget
funds and one half of any net premium earned on the forward purchasing transactions.
The Incentive Fund is distributed to member States that have paid their assessed
contributions in full at the end of either the first or second year of the financial period

during which the net premium was earned.

Calculation of Incentive Fund 2012 (12 months) 2010-11 (24 months)
Interest earned in year 2012 (year 2011) 166 580 100 744
Interest earned in year 2011 (year 2010) 104 504 87327
Total interest earned 271 084 188 071
50 per cent of net premium 5112 386 4928 448
Total available in Incentive Fund 5383470 5116 519

Note 18 — Funds held on behalf of the ITU

97. Funds held on behalf of the ITU include the value of the investments and other
assets of the ILO-ITU Staff Health Insurance Fund held on behalf of the ITU asfollows:

2012 (US$ millions)

2011 (US$ millions)

Cash and cash equivalents (0.2) 0.2
Investments 11.5 11.4
Derivative assets 0.2 -
Other receivables 0.1 0.1
Less:

Payables and accruals (5.1) 4.7

Derivative liabilities - (0.1
Net funds held on behalf of the ITU 6.5 6.9
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Note 19 — Other current liabilities

98. Provisions of US$0.3 million (US$0.7 million at 31 December 2011) are
recognized in the statement of financial position for legal cases pending before the
ILO Administrative Tribunal for which it is probable or certain that the ILO will be
required to settle the obligation and the amount can be reliably measured.

Note 20 — Financial instruments

Financial risk management
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99. The ILO's activities are exposed to a variety of financial risks: price risk, credit
risk and liquidity risk. The ILO’s investment management programme focuses on these
risks and seeks to minimize potential effects on financial performance. Currency risks
related to the value of non-Swiss franc investments held for the SHIF and requirements
to meet obligations valued in US dollars from regular budget assessed contributions paid
in Swiss francs are offset using hedging instruments (forward purchase agreements).

100. Price risk is the risk that the fair value or future cash flows of a financia
instrument will fluctuate as a result of changes in foreign exchange rates, interest rates
and market prices. Price risk comprises three types of risk: currency risk, interest rate
risk and market risk.

101. Currency risk is the risk that the fair value or future cash flows of a financia
instrument will fluctuate due to changes in foreign exchange rates. The ILO is exposed
to foreign exchange risk on revenues and expenses denominated in foreign currencies,
predominately Swiss francs along with minor exposure to other currencies, in particular
the euro. The ILO’s primary objectives in managing currency risk are to preserve cash
flows and reduce variations in performance from the negative impact of exchange rate
fluctuation. The ILO mitigates the risk to its regular budget by naturally hedging through
receipt of revenue in Swiss francs from assessed contributions in an amount sufficient to
finance its current Swiss franc liabilities and entering into forward purchase agreements
to finance its US dollar-based liabilities. The ILO also enters into forward purchase
agreements to hedge the non-Swiss franc investments held on behalf of its SHIF against
currency gains or losses, since the SHIF sliabilities are predominately Swiss franc-based.
The ILO, therefore, has limited sensitivity to changes in foreign exchange rates in
connection with its operating revenue and expense.

102. Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate due to changes in market interest rates. The ILO does not
charge interest on its accounts receivable nor is it charged interest on its borrowings so
neither is subject to interest rate fluctuation. All accounts receivable for which financia
arrangements have been approved providing for repayment over periods exceeding one
year, and al long-term borrowings have been discounted utilizing a rate based on the
yield of high-grade corporate bondsin Swiss francs.

103. The ILO’'s investments include US$86.4 million in fixed-term investments of
which US$8.4 millionisin floating rate notes. The remaining investments in government
bonds and commercia paper are subject to interest rate fluctuation. The ILO manages its
interest rate risk by spreading the maturity dates of investments over the next few years.

104. Market risk: All of the ILO’s investments are valued at fair value based upon the
market rate at the reporting date. Investments are in high-grade securities and equity
funds which will fluctuate in value based on market conditions. The total market value
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of the ILO’s investments has been affected by recent market conditions increasing from
afair value of US$95 million at the end of 2011 to US$99 million at the end of 2012.
Fluctuations do not impact on requirements for financing the ILO’s current operations
which are financed mainly by assessed contributions and voluntary contributions.

105. Credit risk is the risk that one party to a financial instrument will fail to discharge
an obligation and cause the other party to incur a financial loss. The ILO is exposed to
credit risk through its cash and cash equivalents, investments, accounts receivable and
forward purchase agreements. The maximum exposure to credit risk of the ILO at
31 December 2012 is the carrying value of these assets.

106. Liquidity risk is the risk that the ILO will encounter difficulties in meeting its
financial obligations associated with financia liabilities. The ILO’s approach to
managing liquidity risk is to ensure, as far as possible, that it will have sufficient
liquidity to meet its liabilities when due, under both norma and stressed conditions
without incurring losses. The ILO also manages liquidity risk by continuously
monitoring actual and estimated cash flows. The ILO does not have the authority to
contract long-term debt without the approval of its Governing Body which is elected by
its member States.

107. Cash flow risk is the risk that future cash flows associated with a monetary
financia instrument will fluctuate in amount. All of the ILO's long-term accounts
receivables from financial arrangements on the repayment of arrears by member States
and its long-term borrowings have been discounted to reflect the present value of these
assets and liabilities. Of the ILO’s anticipated cash flow, 94 per cent is derived from
assessed contributions and voluntary contributions. Mandatory assessed contributions
paid by its member States provide 57 per cent of the cash resources required to finance
the ILO’ s operations related to its regular budget and General Funds. Based on historical
experience the equivalent of 88 per cent of these funds are received in the year invoiced
and over 99 per cent within a two-year period. Voluntary contributions provided by
donors provide 37 per cent of cash resources required for the operation of technical
cooperation projects and other extra-budgetary activities. Extra-budgetary projects do
not commence operation until the cash resources required to finance project activities
have been deposited in the ILO’s bank accounts. The remaining cash flow, including
cash received for ITC training services, interest and dividends, sales and royalties and
other income comprise 6 per cent of the total required cash resources.

Cash and cash equivalents and investments

ILC.102/FIN

108. The ILO has deposited cash with reputable financia institutions from which
management and the ILO Investment Committee believes the risk of loss to be remote.
The ILO’'s investments are managed via an investment policy which guides the
Organization in its investment decisions. The ILO invests surplus funds to earn
investment income with the objective of maintaining safety of principal and providing
adequate liquidity to meet cash flow requirements.

109. Cash deposits and investments are widely spread in order to avoid an
over-concentration of funds with few institutions. The total percentage of ILO cash and
investments that may be placed with a single institution or investments is determined
according to its long-term credit rating. Funds are generally deposited or invested only
with ingtitutions maintaining a long-term credit rating of A or higher, except where local
banking conditions require the use of banks with alower international rating but a good
record of performance locally.

83



Financial report and audited consolidated financial statements for the year ended 31 December 2012

Investments

110. Investments are made in government bonds, commercia paper, pooled investment
funds and floating rate notes.

Derivatives

111. The primary source of revenue to finance the Organization’s regular budget
activities comes from contributions assessed on member States that are paid in Swiss
francs. Prior to the beginning of each biennial financial period, the Organization hedges
its US dollar requirements for the following two years with foreign exchange forward
purchases. The face value of the hedging agreement for the 2012-13 biennium is
US$305.1 million of which US$161.3 million is outstanding at 31 December 2012
(201011 US$253.2 million), purchased at an average rate of US$1=CHF0.83
(US$1 = CHF1.05 for 2010-11). The forward purchase agreements mature monthly and
the monthly amounts are established based on the regular budget’'s US dollar cash flow
requirements during each month.

112. The market value of the forward purchase agreements as reported by the
contracting banks at 31 December 2012 was US$14.1 million (US$31.1 million as at
31 December 2011). The total asset of US$14.1 million relates to contracts that mature
within the next 12 months (US$15.4 million as at 31 December 2011 aong with
US$15.7 million relating to contracts with maturity dates greater than 12 months).

113. The SHIF hedges the risk related to assets held in currencies other than the Swiss
franc by purchasing forward purchase agreements in each of the currencies in which
investments are held. The market value of the forward purchase agreements as reported
by the investment portfolio manager was US$1.3 million at the reporting date (negative
US$0.6 million as at 31 December 2011). The total of the reported asset relates to
contracts that mature within the next 12 months.

114. A mgor resource of the ITC's funding comes from a voluntary contribution
provided by the ILO from funds appropriated in the ILO’s regular budget. These funds
are provided in US dollar which is the ILO’s functional currency. In order to limit the
risk of loss on conversion of the US dollar contribution to the euro, the ITC' s functional
currency, the ITC purchased foreign exchange forward agreements in order to hedge a
portion of the euro value of the 2012 voluntary contribution. The face value of the
agreement is US$3 million, purchased at an average rate of US$1 = €0.705. The
agreements matured on 12 January 2012 with arealized loss of US$0.3 million. The ITC
had no outstanding forward purchase agreement as at 31 December 2012.

115. The ILO manages its exposure to derivative counterparty credit risk by contracting
primarily with reputable financial institutions.

116. The ILO does not believe it is exposed to an unusual or significant level of credit
risk.

Capital management

117. The ILO defines the capital that it manages as the aggregate of its net assets, which
is comprised of accumulated fund balances and reserves. The ILO’s objectives in
managing capital are to safeguard its ability to continue as a going concern, to fund its
asset base and to fulfil its mission and objectives as established by its member States and
donors. The ILO’s overal strategy with respect to capital management includes the
balancing of its operating and capital activities with its funding on a biennial basis along
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with the hedging of its expense requirements in US dollars against its Swiss franc-based
revenue from member States assessments.

118. The ILO manages its capital structure in light of global economic conditions, the
risk characteristics of the underlying assets and working capital requirements. The ILO
manages its capital by reviewing on aregular basis the actual results against the budgets
approved by member States.

Note 21 — Operating leases

119. The ILO enters into operating lease arrangements for the use of field and regiona
office premises and for the use of photocopying and printing equipment. Some of these
leases contain renewal and escalation clauses based generally on local inflationary
indices. The total amount paid by the ILO to other UN agencies under cost-sharing
agreements, based on the reimbursement of actual cost incurred, was US$1.4 million in
2012 (US$1.6 million in 2011). The total amount of lease and sublease expense
recognized in 2012 was US$8.5 million (US$9.8 million in 2011).

120. Future minimum lease rental payments for non-cancellable leases for the following
periods are:

2012 (US$ millions) 2011 (US$ millions)
Within one year 05 13
Later than one year and not later than five years 2.2 24
Later than five years 3.0 2.2
Total operating lease commitments 5.7 5.9

121. The total amount of rent earned under contingent lease agreements in 2012 was
US$0.5 million (US$0.8 million in 2011), comprising an ITC cost-sharing agreement
with other UN agencies with the rent based on reimbursement of actual cost incurred and
a profit-sharing agreement with the catering operator in the Geneva premises based on a
percentage of revenue.

Note 22 — Statement of comparison
of budget and actual amounts
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122. The statement of financia position, statement of financial performance, statement
of changesin net assets, statement of cash flow are prepared on a different basis than the
statement of comparison of budget and actual amounts — regular budget (Statement V-A)
which is prepared on a modified accrua basis in accordance with the ILO Financia
Regulations using a fixed budgetary rate of exchange of US$1 = CHF0.84 for the
2012-13 biennium. Under the modified accrual basis, revenue is recognized on a full
accrual basis. Expense is recognized on the delivery principle; however, costs of
equipment acquisition are expensed when the equipment has been delivered and expense
does not include costs related to changes in provisions for employee benefits liabilities.
The information on Statement V-A includes only the portion of the Genera Fund for
which a budget is adopted by the ILC.

123. Separate comparisons of adopted budgets to actual revenue and expense for other
funds not forming part of the ILO Genera Fund with budgets adopted by the ILO
Governing Body are included in Statements V-B to V-D. These budgets are adopted for
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the biennial period of 1 January 2012-31 December 2013, and are prepared on a
modified accrual basis. Revenue is recognized when cash is recelved. Expense is
recognized on the delivery principle; however, costs of equipment acquisition are
expensed when the equipment has been delivered and expense does not include costs
related to changes in provisions for employee benefits liabilities. All transactions are
recorded in US dollars at the UN operational rate of exchange existing on the date of the
transaction.

124, The ITC s budget is adopted by its Board of Directors on an annua basis in euro
and submitted to the ILO Governing Body for information in accordance with the ITC
Financial Regulations. To facilitate a meaningful budgetary reporting for the ITC,
Statement V-E is presented in euro and in US dollars using an average of the officia
euro = US dollar rates in effect for each month of 2012. The budget is prepared on a
modified accrual basis. Revenue is recognized on an accrual basis.

125. The ILO does not publish a consolidated budget. Consequently, separate
Statements of comparison of budget and actual amounts have been prepared for each of
the published budgets adopted by the ILC (for the regular budget), the ILO Governing
Body (for I1ILS, CINTERFOR and CIS) and the ITC Board of Directors for the ITC.
There were no changes to the approved budgets during 2012.

126. The actual amounts presented on a comparable basis to the budget shall, where the
consolidated financial statements and the budget are not prepared on a comparable basis,
be reconciled to the actual amounts presented in the consolidated financial statements,
identifying separately any basis, timing and entity differences.

127. Basis differences occur when the approved budget is prepared on a basis other than
the accounting basis. For the ILO, the regular budget is prepared on a modified accrual
basis in accordance with the ILO Financia Regulations using a fixed budgetary rate of
exchange, including the expensing of al capital acquisitions and the consolidated
financial statements are prepared on afull accrual basis.

128. Entity differences occur at the ILO since the published approved budgets (those
adopted by the ILC, the ILO Governing Body and the ITC Board of Directors) include
only certain of the funds managed by the Organization.

129. Presentation differences occur due to differences in the format and classification
adopted for the presentation of the consolidated Statement of cash flow and statements
of comparison of budget and actual amounts.

130. Financing activities are related to the repayment of the ILO’ s net borrowings.

131. Investing activities include the acquisition and disposal of long-term assets and
other investments excluding cash and equivalents.

132. Operating activities are the principa activities of the ILO financed from assessed
contributions, voluntary contributions, fees for services and other revenue.

133. The funds of the Office and the determination of budgetary surplus are governed by
the Financial Regulations.

134. The following table provides a reconciliation of the result in accordance with the
Financial Regulations and the result under the progressive implementation of IPSAS.

ILC.102/FIN



Consolidated financial statements for the year ended 31 December 2012

Reconciliation of surplus on budgetary and IPSAS basis

In US$ thousands Regular ITC IILS CINTERFOR CIS Total
budget
Net result per budgetary basis (Statement V) 42834 1254 234 (66) (134) 44122
Reconciling items from budgetary basis to IPSAS basis:
Reimbursement of deficit financing of 2011 54149 - - - - 94149
Treatment of exchange differences 1075 - - - - 1075
Provision for assessed contributions receivable (53 703) - - - - (83703)
Discount of receivable from member States with 565 - - - - 565
financial arrangement
Recognition of inventory (669) - - - - (669)
Recognition of equipment 334 (134) - - - 200
Recognition of intangible assets 155 - - - - 155
Accrual of employee benefits (660) - 17 (19) 2 (660)
Provision for contingencies 409 - - - - 409
Entity difference - 51 - - - 51
Presentation differences - (1259) - - - (1289)
Net result per IPSAS basis 44 489 (88) 251 (85)  (132) 44435
Plus: Net movement in subsidiary funds 1738
Net result in the consolidated statement of financial performance 46 173
Reconciliation between Statement V and Statement IV
2012
Operating Investing  Financing Total
(US$ thousands)
Regular budget net result (Statement V-A) 42834 - - 42 834
ITC net result (Statement V-E) 1254 - - 1254
IILS net result (Statement V-B) 234 - - 234
CINTERFOR net result (Statement V-C) (66) - - (66)
CIS net result (Statement V-D) (134) - - (134)
Total surplus on budgetary basis 44122 - - 44 122
Total net result on basis comparable to the adopted budgets:
Basis difference 1166 355 - 1521
Presentation difference (1259) - - (1259)
Entity differences 92 668 (9 856) (3981) 78 831
Net cash flows 136 697 (9501) (3981) 123215
Effect of exchange rates on cash and cash equivalents (52) - - (52)
Actual amount in the statement of cash flow (Statement IV): 136 645 (95012) (3981) 123163
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Note 23 — Related party disclosures

135. Key management personnel during the period were the Director-General, Deputy
Directors-General, executive directors, regiona directors, the Treasurer and Financia
Comptroller and the Legal Adviser. The Governing Body consists of representatives of
member States and constituents elected by the ILC who serve without compensation
from the ILO and are not considered key management personnel.

136. The aggregate remuneration paid to key management personnel includes salaries
and all allowances established in accordance with the ILO Staff Regulations and
approved by the Governing Body for 2012. Key management personnel are members of
the UNJSPF to which the personnel and the ILO contributes and are also eligible for
participation in the SHIF including the after-service medical insurance if they meet the
eligibility requirements in the SHIF Regulations and Administrative Rules.

Category

2012 2011

Individuals Remuneration (US$) Individuals Remuneration (US$)

Key management 14 5134528 15 5482 861

137. There were no loans or advances granted to key management personnel and their
close family members which were not available to other categories of staff in accordance
with the ILO Staff Regulations.

138. There were related party transactions involving key management personnel in 2012
totalling US$131,310 (US$135,503 in 2011). All such transactions are under terms and
conditions that would apply in the normal course of operations.

Note 24 — Revenue from non-exchange
transactions
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139. The primary source of revenue to the ILO is from non-exchange transactions
including the assessed contributions paid by its member States and voluntary
contributions made by donors to its technical cooperation projects and RBSA.
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Revenue from non-exchange transactions 2012 (US$ millions) 2011 (US$ millions)
Assessed contributions from member States 382.9 408.8
Change in provision for assessed contribution receivable - (0.3)
\Fgggtz;)]/dcgirlﬁt;|l;$]téogr; :schnlcal cooperation projects, 263.7 271.9
ITC training services 19.1 24.0
Total revenue from non-exchange transactions 665.7 704.4
Receivables from assessed contributions 69.1 121.7
Receivables from voluntary contributions 324.2 336.1
Total receivables from non-exchange transactions 393.3 457.8
Liabilities recognized for conditional voluntary contributions 3114 317.3
Liabilities recognized for ITC training services 8.5 15.9
Advance receipts from assessed contributions 38.1 18.1

Note 25 — Contingent assets and
liabilities and commitments
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140. Contingent assets. At the ILC held in June 2011, the Conference adopted the
2012-13 biennium budget including total assessed contributions payable by member
States in accordance with article 13 of the ILO Constitution totalling CHF723.8 million
(US$861.6 million at the budget rate of exchange of US$1 = CHF0.84 fixed by the ILC
for the 2012-13 biennium). Half of the assessed contributions were due and payable on
1 January 2012 and the other half on 1 January 2013. The amount due in 2013 has not
been recognized as an asset as it does not meet the definition of an asset as at
31 December 2012. A voluntary contribution to the ITC of US$10.7 million covering
future periods is considered probable as are voluntary contributions to the RBSA due in
2013 and future periods totalling US$13.9 million.

141. Contingent liabilities: The ILO has contingent liabilities for claims or legal actions
related to the ILO Administrative Tribunal estimated at US$0.2 million (US$0.4 million
at 31 December 2011) which do not meet the recognition criteriafor liabilities. These are
clams or legal actions for which it is probable that the ILO will be required to settle the
obligation but the amount cannot be reliably measured or estimated, or for which it is
improbable that the ILO will be required to settle the obligation. During 2012, the ILO
Administrative Tribunal delivered judgements which resulted in settlements of
US$0.2 million for existing claims and new claims of US$0.1 million were submitted.
The ILO expects the clams to be settled over the next 24 months. Other possible
obligations exist which could lead to a significant future outflow of resources. These
possible obligations may become an actual liability by the occurrence or non-occurrence of
one or more uncertain future events which are not wholly within the control of the ILO. The
ILO is not currently in a position to determine whether a present obligation exists nor to
reliably measure the likely outflow of resources and therefore no further amount is recorded
or disclosed in the consolidated financial statements.
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142. Commitments: The ILO has multi-year contracts to provide for hosting and
technical support to the ILO’s Oracle-based systems, cleaning services and technical
building maintenance at its headquarters in Geneva and catering and travel agent
services at the ITC. The estimated outstanding commitments are estimated at
US$22.9 million at 31 December 2012 (US$9.9 million at 31 December 2011).
Outstanding contracts for renovation of the headquarters building totalled
US$16.1 million at 31 December 2012 (US$1 million as at 31 December 2011).

Note 26 — In-kind contributions

143. The ILO receives in-kind contributions from its member States of the right to use
land, office space and other facilitiesin its operations. The Organization has not received
title to these properties which remain with the government providing the rights to use.
The financial value of these facilities is not recognized on the consolidated Statement of
financial position nor has the annual value of the right to use been recognized on the
consolidated Statement of financial performance.

144. The major contributions representing the right to use facilities over extended
periods include:

o  The campus and facilities of the ITC made available by the City of Turin, Italy,
including facilities constructed with funds provided by the Government of Italy.

a LandinIdamabad, Brasiliaand Dar es Salaam, is provided by the Government of
Pakistan, the Government of Brazil and the Government of the United Republic of
Tanzaniarespectively.

a  Facilitiesin which the ILO has located its external offices in Budapest provided by
the Government of Hungary, in Beirut provided by the Government of Lebanon, in
Y aoundé provided by the Government of Cameroon, in Kuwait City provided by
the Government of Kuwait, in Ankara provided by the Government of Turkey, in
Dakar provided by the Government of Senegal, in Abuja provided by the
Government of Nigeria, in Lisbon provided by the Government of Portugal, in
Madrid provided by the Government of Spain, in Rome provided by the
Government of Italy, in Colombo provided by the Government of Sri Lanka and in
Montevideo provided by the Government of Uruguay for the use of CINTERFOR.
The Government of India also partially finances the rent for the office located in
the city of New Delhi.

Note 27 — Segment reporting
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145. Segment reporting is presented in a format that represents the categories in which
the ILO regular budget is appropriated by the ILC. The segments include:

o Policy-making organs — the International Labour Conference, Governing Body,
major Regional Meetings, legal services and the Relations, Meetings and
Document Department.

o  Strategic objectives — the technical programmes, regional and country offices,
cross-cutting programmes and ITC, IILS, CIS and CINTERFOR and support
services such as information technology, facilities and security and protocol.

o  Management Services — Director-General’s Office, human resources, financia
services, programme and management and oversight.
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o  Other — such as retiree health-care costs, contributions to UN system entities and
extraordinary items.

o  Unallocated (not distributed) — Compensation Fund, Terminal Benefits Fund, Staff
Health Insurance Fund, change in provision for after-service health insurance
(ASHI), investment revenue and expense, depreciation of property and equipment
and amortization of intangible assets and the Administrative Tribunal.

a  Eliminations— inter-segment transfers are eliminated, including contributions made
by each segment to the ILO Staff Health Insurance Fund in accordance with the
regulations of the Fund; contributions to the Termina Benefits Fund (at 3.5 per
cent of basis salary for the regular budget expatriate staff, 6.0 per cent for
expatriate staff of the ITC and extra-budgetary-funded activities and 7.5 per cent
for ITC General Service staff); and contributions to the Compensation Fund
covering premiums for accident insurance and short-term staff insurance.

146. The assets and liabilities of the ILO are owned by, and are the responsibility of, the
entire Organization and are not assets and liabilities of the individual segments. The total
assets and liabilities are, therefore, presented in the consolidated segment.
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International Labour Organization

Consolidated statement of financial performance by segment

For the year ended 31 December 2012 (US$ millions)

Policy-making Strategic Management Other Unallocated Eliminations Consolidated

organs objectives services

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
Assessed contributions from member States ~ 41.0 44.1 285.6 305.5 33.3 34.6 23.0 24.6 - - - - 3829 40838
Change in provision for assessed
contributions receivable - (0.2) - 0.2) - - - - - - - - - (0.3)
Voluntary contributions 0.1 - 262.7 270.9 0.9 1.0 - - - - - - 2637 2719
ITC training services - - 26.4 33.6 - - - - - - (7.3) (9.6) 19.1 24.0
Programme support income 0.4 0.7 16.7 16.9 51 3.2 - - - - (222)  (20.8) - -
Staff/Retiree employee benefit contributions - - - - - - - - 20.9 214 - - 20.9 214
Sales and royalties 1.6 15 4.2 2.6 1.2 15 - - 25 25 (1.2) (1.1) 8.4 7.0
Investment income - - - - - - - - 6.9 4.0 - - 6.9 4.0
Contribution inter-segment - - 7.3 6.2 - - 3.8 - 40.8 34.8 (51.9) (410 - -
Exchange gain (loss) and revaluation, net - - - - - - - - 29.3 12.8 - - 29.3 12.8
Other income - - 24 33 - - - - 16 0.6 - - 4.0 39
Total revenue 431 46.2 605.3 638.8 40.5 40.3 26.8 24.6 102.0 76.1 (825) (725) 7352 7535
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Policy-making Strategic Management Other Unallocated Eliminations Consolidated

organs objectives services

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
Staff costs 34.2 39.6 335.6 347.9 325 35.3 2.0 2.7 19.8 21.0 (16.9) (17.9) 4072 4286
Travel 16 2.0 25.1 29.9 0.9 1.0 - 0.5 05 0.6 - - 28.1 34.0
Subcontracts 14 17 90.5 102.0 1.6 2.8 0.7 1.0 15 - (0.8) (0.5 949  107.0
General operating expenses 2.0 2.3 414 44.9 0.6 1.0 0.1 12 1.0 1.1 (0.2) (0.2) 45.0 50.3
Supplies, materials and small equipment 0.1 0.6 9.8 219 0.1 0.3 - 0.3 - (0.2) - - 10.0 229
Depreciation and amortization - - - - - - - - 2.0 25 - - 2.0 25
Seminars, workshops and other training 0.1 - 50.9 57.6 0.5 0.5 - 0.1 - - (7.0) (9.6) 445 48.6
Staff development 0.1 0.5 19 3.6 2.2 0.9 - - - - - - 4.2 5.0
Health benefits - - - - - - - - 41.6 42.4 - - 41.6 424
Contributions and grants in aid - - 11.6 12.4 0.2 0.2 29.1 19.1 04 0.4 (352 (235 6.1 8.6
Programme support cost - - 22.3 20.8 - - - - 0.2 - (225)  (20.8) - -
Finance costs - - - - - - - - 18 38 - - 18 3.8
Other expenses - - - 0.2 - - - - 3.6 4.3 - - 3.6 45
Total expense 395 46.7 589.1 641.2 38.6 42.0 319 24.9 72.4 75.9 (825) (725) 689.0 7582
Net result 3.6 (0.5) 16.2 (2.4) 19 1.7 (5.1) (0.3 29.6 0.2 - - 46.2 4.7
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Note 28

Assessed contributions of member States and amounts due by States for prior periods of membership in the ILO
Summary for the year ended 31 December 2012

(in Swiss francs)

Balance due Assessed Total Amount received Balance due
Details as at Contributions amounts due or credited @ as at
1.1.2012 @ 2012 31.12.2012 31.12.2012
A. Assessed contributions for 2012:
2012 - Assessed with the budget 361 880 400 361 880 400 317274 744 44 605 656
Total assessed contributions for 2012 361 880 400 361 880 400 317274744 44 605 656
B. Assessed contributions for previous financial periods due from member States 125819 215 125819 215 98 250 836 27568 379
C. Amounts due by States for prior periods of membership in the ILO 6 615 689 6 615 689 6 615 689
Total assessed contributions and other amounts due for previous financial periods 132434 904 132 434 904 98 250 836 34184 068
Total 2012 132 434 904 361 880 400 494 315 304 415 525 580 78789 724
Total 2010-11 71933033 777592 898 849 525 931 717 091 027 132 434 904
Balance in US dollars at the United Nations rate of exchange for 31 December 2012 (0.911 Swiss francs to the dollar) 86 487 074
Less: prepayments of financial arrangements (853 861)
Assessed contributions receivable in US dollars 85633 213

(@ Excludes assessed contributions for 2012.

@ Includes credits to member States in respect of:
The incentive scheme for 2010
Cash surpluses for previous financial periods
50 per cent of the net premium for previous financial periods
Total credits

in Swiss francs
82524

351937

8329

442 790
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Note 29
Assessed contributions of member States and amounts due by States for prior periods of membership in the ILO
Details for the year ended 31 December 2012
(in Swiss francs)
2012 Assessed contributions Amounts due for previous financial periods
State Assessed Arr_lount Balance Balance Amqunt Balance Calendars years Total due
contributions recelv_ed or due as at due as at r_ecelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount
Afghanistan 0.004 14 475 13 14 462 7 - 7 2011-12 14 469
Albania 0.010 36 188 10 36178 22708 21000 1708 2011-12 37886
Algeria 0.128 463 207 463 207 - - - - -
Angola 0.010 36 188 36 188 - - - - -
Antigua and Barbuda @ 0.002 7238 342 6 896 98 607 - 98 607 2000-12 105 503
Argentina 0.287 1038 597 - 1038 597 510 545 242 800 267 745 2011-12 1306 342
Armenia () 0.005 18 094 18 094 - 1527 666 72 000 1455 666 1994-2004 1455 666
Australia 1.934 6998 767 6998 767 - - - - -
Austria 0.852 3083221 3083221 - - - - -
Azerbaijan ®) 0.015 54 282 54 282 - 3220660 70784 3149876 1993-2005 3149876
Bahamas 0.018 65138 65138 - - - - -
Bahrain 0.039 141133 141133 - - - - -
Bangladesh 0.010 36 188 36 188 - - - - -
Barbados 0.008 28 950 28 950 - - - - -
Belarus ) 0.042 151990 151 990 - 946 479 157 746 788 733 1996-97 788 733
Belgium 1.076 3893833 3893833 - - - - -
Belize 0.001 3619 3619 - 11675 11675 - -
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amount Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Benin 0.003 10 856 2 10 854 649 - 649 2011-12 11503
Bolivia, Plurinational State of 0.007 25332 25332 - - - - -
Bosnia and Herzegovina 0.014 50 663 50 663 - - - - -
Botswana 0.018 65 138 65 138 - - - - -
Brazil 1.612 5833512 - 5833512 - - - 2012 5833512
Brunei Darussalam 0.028 101 326 101 326 - - - - -
Bulgaria 0.038 137515 137515 - - - - -
Burkina Faso 0.003 10 856 10 856 - - - - -
Burundi @ 0.001 3619 9 3610 12 023 3222 8801 2009-12 12411
Cambodia @ 0.003 10 856 10 856 - 81180 27 062 54118 1993-94 54118
Cameroon 0.011 39 807 39 807 - - - - -
Canada 3.208 11609 123 11609 123 - - - - -
Cape Verde 0.001 3619 - 3619 5501 - 5501 2010-12 9120
Central African Republic @) 0.001 3619 3619 - 98 958 8 846 90112 1996-2000+2004-07 90112
Chad 0.002 7238 - 7238 11514 4014 7500 2011-12 14738
Chile 0.236 854 038 854 035 3 35235 35235 - 2012 3
China 3.190 11 543 985 11 543 985 - 3030076 3030076 - -
Colombia 0.144 521108 260 681 260427 169 818 169 818 - 2012 260427
Comoros @ 0.001 3619 - 3619 503 058 2838 500 220 1983-2012 503 839
Congo 0.003 10 856 8 162 2694 1280 1280 - 2012 2694
Costa Rica 0.034 123 039 414 122 625 86 809 47 653 39156 2011-2012 161 781
Cote d'lvoire @ 0.010 36 188 - 36188 143 667 - 143 667 2008-12 179 855
Croatia 0.097 351024 351024 - - - - -
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Cuba 0.071 256 935 116 307 140 628 149 391 149 391 - 2012 140 628
Cyprus 0.046 166 465 166 465 - - - - -
Czech Republic 0.349 1262 963 1262 963 - - - - -
Democratic Republic of the Congo 0.003 10 856 - 10 856 32039 29812 2227 2011-12 13083
Denmark 0.736 2663 440 2663 440 - - - - -
Djibouti @ 0.001 3619 272 3347 102 371 - 102 371 1996+1998-2012 105718
Dominica @ 0.001 3619 - 3619 22 645 - 22 645 2006-12 26 264
Dominican Republic 0.042 151990 - 151990 254038 151 990 102 048 2011-12 254 038
Ecuador 0.040 144752 28221 116 531 93829 93829 - 2012 116 531
Egypt 0.094 340 168 340 168 - - - - -
El Salvador 0.019 68 757 259 68 498 8355 - 8355 2011-12 76 853
Equatorial Guinea 0.008 28 950 - 28950 34829 34829 - 2012 28950
Eritrea 0.001 3619 3619 - - - - -
Estonia 0.040 144752 144752 - - - - -
Ethiopia 0.008 28 950 28 950 - - - - -
Fiji 0.004 14 475 14 475 - - - - -
Finland 0.566 2048 243 2048 243 - - - - -
France 6.126 22168 793 22168 793 - - - - -
Gabon 0.014 50 663 49151 1512 - - - 2012 1512
Gambia @ 0.001 3619 89 3530 45 430 - 45 430 1999-2012 48 960
Georgia ® 0.006 21713 21713 - 2657 195 153 595 2503 600 1994-2004 2503 600
Germany 8.021 29026 427 29026 427 - - - - -
Ghana 0.006 21713 57 21656 - - - 2012 21656
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amount Balance Calendars years Total due
contributions received or due as at due as at received due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Greece 0.691 2500 594 7705 2492 889 3743762 3616 600 127 162 2011-12 2620 051
Grenada 0.001 3619 - 3619 7626 - 7626 2010-12 11 245
Guatemala 0.028 101 326 101 326 - - - - -
Guinea 0.002 7238 6721 517 6538 6538 - 2012 517
Guinea-Bissau @ 0.001 3619 - 3619 256 965 - 256 965 1992-2012 260584
Guyana 0.001 3619 3619 - - - - -
Haiti 0.003 10 856 10 856 - 19 403 19 403 - -
Honduras 0.008 28950 26 037 2913 8088 8088 - 2012 2913
Hungary 0.291 1053072 1053072 - 7 7 - -
Iceland 0.042 151 990 151 990 - - - - -
India 0.534 1932441 1932441 - - - - -
Indonesia 0.238 861 275 861 275 - - - - -
Iran, Islamic Republic of 0.233 843 181 - 843181 1212844 - 1212844 2010-12 2056 025
Iraq @ 0.020 72 376 72 376 - 4876 319 304 770 4571549 1993-2007 4571549
Ireland 0.498 1802 164 1802 143 21 7 7 - 2012 21
Israel 0.384 1389 621 1256 920 132701 132701 132701 - 2012 132701
Italy 5.001 18 097 639 18 097 639 - - - - -
Jamaica 0.014 50 663 50 663 - 38545 38 545 - -
Japan 12.535 45361 708 45361 708 - - - - -
Jordan 0.014 50 663 50 663 - - - - -
Kazakhstan (@) 0.076 275029 275029 - 2316 022 257 335 2058 687 1996-99 2058 687
Kenya 0.012 43 426 - 43 426 43733 30091 13642 2011-12 57 068
Kiribati 0.001 3619 13 3606 6235 - 6235 2010-12 9841
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Korea, Republic of 2.261 8182116 6 035985 2146131 5467978 5467978 - 2012 2146131
Kuwait 0.263 951 745 951 745 - - - - -
Kyrgyzstan @ 0.001 3619 - 3619 1143979 - 1143979 1992-2012 1147598
Lao People’s Democratic Republic 0.001 3619 3619 - 3853 3853 - -
Latvia 0.038 137 515 137 515 - - - - -
Lebanon 0.033 119 421 439 118 982 137008 118 961 18 047 2011-12 137029
Lesotho 0.001 3619 3619 - - - - -
Liberia ) 0.001 3619 3619 - 107 268 11919 95 349 1996-99 95 349
Libya 0.129 466 826 466 826 - 878 900 878 900 - -
Lithuania 0.065 235222 235222 - - - - -
Luxembourg 0.090 325692 325692 - - - - -
Madagascar 0.003 10 856 - 10 856 1221 1207 14 2011-12 10 870
Malawi 0.001 3619 - 3619 7422 - 7422 2010-12 11041
Malaysia 0.253 915 557 915 557 - - - - -
Maldives, Republic of 0.001 3619 - 3619 - - - 2012 3619
Mali 0.003 10 856 10 856 - 7647 7647 - -
Malta 0.017 61 520 61520 - - - - -
Marshall Islands 0.001 3619 3619 - - - - -
Mauritania 0.001 3619 3619 - 2807 2807 - -
Mauritius 0.011 39807 39807 - - - - -
Mexico 2.357 8529 521 8529 521 - - - - -
Moldova, Republic of ® 0.002 7238 7238 - 1910538 136 467 1774071 1994-2004 1774071
Mongolia 0.002 7238 7105 133 57 57 - 2012 133
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount
Montenegro 0.004 14 475 14 475 - - - - -
Morocco 0.058 209 891 209 891 - - - - -
Mozambique 0.003 10 856 10 856 - 7 7 - -
Myanmar 0.006 21713 21713 - 708 708 - -
Namibia 0.008 28 950 28 950 - - - - -
Nepal 0.006 21713 21637 76 - - - 2012 76
Netherlands 1.856 6 716 500 6 716 500 - - - - -
New Zealand 0.273 987 933 987 933 - - - - -
Nicaragua 0.003 10 856 10 856 - 4107 4107 - -
Niger 0.002 7238 44 7194 3301 3301 - 2012 719
Nigeria 0.078 282 267 5 282 262 291 430 - 291430 2011-12 573 692
Norway 0.872 3155597 3155597 - - - - -
Oman 0.086 311217 311212 5 - - - 2012 5
Pakistan 0.082 296 742 293 807 2935 186 545 186 545 - 2012 2935
Palau - - - - - - - -
Panama 0.022 79 614 79 614 - - - - -
Papua New Guinea 0.002 7238 - 7238 23422 15 646 7776 2011-12 15014
1937+1986-90+1998-

Paraguay @ 0.007 25332 553 24779 610 360 42 946 567 414 2003+2011-12 592 193
Peru 0.090 325692 281 451 44241 945 488 945 488 - 2012 44241
Philippines 0.090 325692 325692 - - - - -
Poland 0.828 2996 370 2996 370 - - - - -
Portugal 0.511 1849209 812 1848 397 1922 364 1922 364 - 2012 1848 397
Qatar 0.135 488 539 488 539 - - - - -
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Romania 0.177 640 528 640 528 - - - - -
Russian Federation 1.603 5800 943 5800 943 - - - - -
Rwanda 0.001 3619 3619 - 3697 3697 - -
Saint Kitts and Nevis 0.001 3619 3619 - 20 20 - -
Saint Lucia 0.001 3619 3619 - - - - -
Saint Vincent and the Grenadines 0.001 3619 15 3604 38 - 38 2011-12 3642
Samoa 0.001 3619 3619 - - - - -
San Marino 0.003 10 856 10 856 - - - - -
Sao Tome and Principe @ 0.001 3619 342 3277 215 265 - 215 265 1994-2012 218542
Saudi Arabia 0.831 3007 226 3007 226 - - - - -
Senegal 0.006 21713 - 21713 6616 - 6616 2011-12 28329
Serbia 0.037 133 896 133 896 - - - - -
Seychelles 0.002 7238 7238 - - - - -
Sierra Leone @ 0.001 3619 - 3619 414 095 2070 412 025 1986-2012 415 644
Singapore 0.335 1212299 1212299 - - - - -
Slovakia 0.142 513870 513 870 - - - - -
Slovenia 0.103 372737 372737 - - - - -
Solomon Islands @ 0.001 3619 - 3619 19221 - 19221 2004-2007+2010-12 22 840
Somalia @ 0.001 3619 - 3619 389514 - 389514 1988-2012 393133
South Africa 0.385 1393240 1393240 - - - - -
South Sudan - - - - - - -

Spain 3.178 11 500 559 4296 11496 263 8111 865 8111 865 - 2012 11 496 263
Sri Lanka 0.019 68 757 68 757 - - - - -
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Sudan 0.010 36 188 129 36 059 44 677 28 937 15740 2011-12 51799
Suriname 0.003 10 856 10 856 - 504 504 - -
Swaziland 0.003 10 856 10 856 - - - - -
Sweden 1.065 3854026 3854026 - - - - -
Switzerland 1.131 4092 867 4092 867 - - - - -
Syrian Arab Republic 0.025 90470 207 90 263 14 228 - 14 228 2011-12 104 491
Tajikistan @ 0.002 7238 - 7238 575713 7238 568 475 1994-2012 575713
Tanzania, United Republic of 0.008 28950 - 28950 6328 - 6328 2011-12 35278
Thailand 0.209 756 330 756 330 - - - - -
The former Yugoslav Republic of Macedonia 0.007 25332 - 25 332 45 846 45 846 - 2012 25332
Timor-Leste 0.001 3619 3618 1 - - - 2012 1
Togo ® 0.001 3619 3619 - 74 643 56 658 17 985 2000-04 17 985
Trinidad and Tobago 0.044 159 227 159 227 - - - - -
Tunisia 0.030 108 564 108 564 - - - - -
Turkey 0.617 2232802 2232802 - - - - -
Turkmenistan 0.026 94 089 94 089 - 1097 683 1097 683 - -
Tuvalu 0.001 3619 3619 - - - - -
Uganda 0.006 21713 21713 - 14 808 14 808 - -
Ukraine @ 0.087 314 836 314 836 - 3164719 316 472 2848247 1998-99+2009 2848247
United Arab Emirates 0.391 1414952 1414 839 113 113 113 - 2012 113
United Kingdom 6.607 23909 438 23909 438 - - - - -
United States 22.000 79613 688 63975376 15638 312 68534944 68534 944 - 2012 15638 312
Uruguay 0.027 97708 10 97 698 - - - 2012 97 698
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2012 Assessed contributions

Amounts due for previous financial periods

State Assessed Amount Balance Balance Amqunt Balance Calendars years Total due
contributions recelvgd or due as at due as at rgcelved due as at of assessment as at
credited 31.12.2012 01.01.2012 in 2012 31.12.2012 31.12.2012
% Amount

Uzbekistan @ 0.010 36 188 - 36188 1527 210 36 188 1491 022 1997-2012 1527 210

Vanuatu 0.001 3619 9 3610 8609 3888 4721 2010-12 8331

Venezuela, Bolivarian Republic of 0.314 1136 304 21845 1114 459 1252 393 1252 393 - 2012 1114 459

Viet Nam 0.033 119421 119421 - - - - -

Yemen 0.010 36 188 21161 15027 53024 53024 - 2012 15027

Zambia 0.004 14 475 - 14 475 - - - 2012 14 475

Zimbabwe 0.003 10 856 10 856 - - - - -

Total 100.000 361880400 317274744 44605 656 125819215 98250836 27568 379 72174 035

Amounts due by States for prior periods of

membership in the ILO

Former Socialist Fed. Rep. of Yugoslavia @ - - - - 6370623 - 6 370 623 1989-01 6 370 623

Paraguay ¥ - - - - 245 066 - 245 066 1937 245 066

Total — Amounts due by States for prior - - - - 6615689 - 6 615 689 6 615 689

periods of membership in the ILO

TOTAL 100.000 361 880 400 317274744 44605 656 132 434 904 98 250 836 34184 068 78789724
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@) Financial arrangements
Member States listed in the following table have financial arrangements for the settlement of arrears of contributions or amounts due in respect of prior periods of membership.

Member State Session of Conference at which arrangement was approved
Armenia 93rd (2005)
Azerbaijan 95th (2006)
Belarus 86th (1998)
Cambodia 82nd (1995)
Central African Republic 97th (2008)
Georgia 93rd (2005)
Iraq 97th (2008)
Kazakhstan 88th (2000)
Liberia 88th (2000)
Moldova, Republic of 93rd (2005)
Togo 93rd (2005)
Ukraine 99th (2010)

@ Member States which are two years or more in arrears and which have lost the right to vote under paragraph 4 of article 13 of the Constitution. The arrears of contributions of these member
States equal or exceed the amount of the contributions due from them for the past two full years (2010-11). Each of these member States had therefore lost the right to vote in accordance with the provisions
of paragraph 4 of article 13 of the Constitution of the Organization.

@ Status of the Former Socialist Federal Republic of Yugoslavia. The Former Socialist Federal Republic of Yugoslavia was deleted from the list of ILO member States on 24 November 2000.

) Paraguay owes CHF245,066 in respect of contributions to the ILO and other League of Nations organizations for the period prior to 1939. The 45th (1961) Session of the ILC decided that these arrears
should be cancelled, effective on the date that payment is made of all Paraguay’s arrears of contributions due since the date when it rejoined the Organization.
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Financial report and audited consolidated financial statements for the year ended 31 December 2012

Detail of net assets, revenue
and expense by fund for 2012

(US$ thousands)
Net assets by fund Net assetsat  Revenue Expense Reimburse- Adjustments ~ Net assets at
31 Dec. 2011 2012 2012 ment of deficit to netassets 31 Dec. 2012
(restated) financing
Regular budget 130 524 409846 (365 357) (54 150) (16 894) 103 969
Land and buildings 363770 9075 (2 658) - 10 448 380635
Building accommodation 89 542 7467 (7 584) - - 89 425
RBSA 30523 13945 (12 428) - - 32040
Programme support income 44 353 22 408 (17 661) - - 49 100
Publications 1251 578 (908) - - 921
ITS 1649 3 - - - 1652
Gifts, grants and reimbursable
costs 4293 4552 (3921) - - 4924
Prior period surplus 4435 124 (770) - - 3789
Special Programme Accounts 27 297 928 (5 166) - - 23059
Working Capital - 334 - 38085 - 38419
Income Adjustment Account 48424 3340 (489) 16 065 - 67 340
Terminal benefits (13 001) 4816 (385) - - (8570)
SHIF 47 984 46 430 (41 799) - 1686 54 301
ASHI liability (738 049) - (20 284) - (99 169) (857 502)
Other General Fund 2045 1272 (1221) - - 2096
Subtotal General Fund 45 040 525118  (480631) - (103 929) (14 402)
ITC 16 012 43 965 (44 053) - 2024 17 948
IILS 11722 3777 (1670) - - 13829
CINTERFOR 420 1570 (1641) - - 349
CIs 539 78 (210) - - 407
Administrative Tribunal (162) 2544 (2674) - - (292)
Subtotal Non-General Funds 28531 51934 (50 248) - 2024 32241
UNDP - 3774 (3774) - - -
TC Project - 236807  (236807) - - -
Subtotal extra-budgetary - 240581  (240581) - - -
Inter-segment elimination - (82 479) 82479 - - -
Total 73571 735154 (688 981) - (101 905) 17 839
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