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Financial report and  audited consolidated financial statements for the year ended 31 Decem ber 2022

u 1. Financial report on the 2022 accounts

Introduction

1. The 2022 consolidated financial statements have been prepared in accordance with International

Public Sector Accounting Standards (IPSAS). They cover all operations undert he direct authority

of the Director -General which include the regular budget, extrabudgetary funded activities, the

Inter -American Centre for Knowledge Development in Vocational Training (CINTERFOR), the
International Training Centre of the ILO (Turin Cent  re), the Administrative Tribunal of the ILO and

the ILO Staff Health Insurance Fund (SHIF) activities.

2. The Financial Regulations specify a biennial financial period; however, for general purpose

financial reporting in accordance with IPSAS, annual financia | statements are presented. For the
purpose of actual versus budget comparisons, in statements V. -A to V-C the final annual budget

amounts for 2022 represent one half of the approved biennial budgets.

3. The financial statements prepared under IPSAS use fulla ccrual-based accounting, which requires

the recognition of transactions and events when they occur. In particular, revenue from voluntary
contributions to development cooperation is recognized when the ILO delivers the services

specified in the agreement w ith the donor, rather than when cash is received or pledged.

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

entitlements, and after -service health insurance (ASHI) is recognized in the financial statements

in the period when these benefits are earned by ILO staff rather than when they are paid.

4., Reporting general purpose financial statements on an IPSAS basis has no impact on
preparation or reporting of the ILO regular budget result, which continues to be presented on a
modified cash basis in accordance with the Financial Regulations. As the basis of the budget and

the financial statements differ, a reconciliation between the budget and the IPSAS statement of

financial performance is presented in note 22 to the financial statements.

5. In March 2022, Mr Gilbert F. Houngbo was elected as the ILO 4 11th Director -General by the
Of f i Gevédring Body for a five -year term. He too k office in October 2022. During the
intervening time, before the administration of Mr Guy Ryder left the Office, a Transition Team was
created to arrange the transfer between the two management teams. The Transition T eam

initiated preparatory work on the transfer of knowledge and helped to put in place key

components of the Director -Gener al Ys vision st at ement -Gendrah

announced a revised organigram of the Office, detailing organizational changes and
restruc turing, with a revised management profile and senior management structure.

Financial highlights for 2022

6. The financial year 2022 was a year during which the ILO saw a gradual return to a more normal

level of activity, with a tapering off of  challenges arising from the COVID -19 pandemic that started
in early 2020. Following the lifting of COVID -19 restrictions by the Swiss federal authorities,

including the obligation to work from home, the ILO began a progressive policy of return to office
for its headquarters -based staff. Many official functions remained in hybrid format for much of
the year, including the Governing Body and the International Labour Conference. Regional

locations, including the Turin Centre, remained subject to their own loca | conditions and

restrictions, which in many cases lasted well into 2022.

Octo
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The increased investments in new systems and technological equipment in the earlier years of

the pandemic continued to play a key role in ensuring business continuity. They positione d the
Office to move forward with new working methods and more flexible human resource
management. The ILO continued to adapt to deliver its mandate and policy work to meet the
changing needs of its constituents. While the effects of the pandemic continue, ILO programmatic
actions remained responsive to new and unpredictable change as new world crises emerge.

The financial results for the year showed a level of activity consistent with the first year of a
biennium, and a marked improvement when considering the position in the first year of the
previous biennium. The transitionary period in leadership and senior management also had an

i mpact on the strategic course of the OfficeUs
second year of the 2022 s23 budgetary period will pick up on activities and corresponding
expenditures. The table below summarizes the financial situation of the ILO in 2022 as compared

to 2021 and 2020 (the first year of the previous biennium):

(US$ thousands) 2022 2021 2020
Revenue 878 557 889 241 770 113
Expenses (887 250) (888 686) (769 290)
Foreign exchange gains/(losses) (12 230) (48 841) 55491
Surplus (deficit) (20 923) (48 286) 56 314
Assets 2600 717 2621 825 2642 709
Liabilities (2 598 963) (3325612) (3400513)
Net assets 1754 (703 787) (757 804)

An analysis of revenue and expenses is provided below in the  @inancial performance J3section of
this report. Further information on the most significant movements in assets and liabilities is
provided in the ¢@-inancial position 3section. The consolidated statement of changes in net assets
(Statement 11I) provides the details of the moveme  nts in net assets.

Financial performance

Revenue

Revenue in 2022 totalled US$ 878.56 million, representing a decrease of US$ 10.68 million over
total revenue of US$889.24 million in 2021. Sources of revenues in 2022 were as follows:

wor k.
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u Figure 1. Revenue by source, 2022 (US$ thousands)

Other revenue
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11. The two principal sources of revenue for the Organization were voluntary contributions and

assessed contributions from Member States, representing 93 per cent of total revenue. Figure 2
below provides a three -year comparison of revenues by category:

u Figure 2. Revenue, three -year comparison
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The current year increase in voluntary contributions revenue of US$33.2 million is mainly
attributable to contributions to development cooperation projects of the ILO. These contributions

are normally subject to performance conditions in the donor agreemen ts and are therefore
recognized as deferred revenue liabilities under IPSAS until the performance conditions are met
through programme delivery . Details on voluntary contribution activities are provided in the
gOperational activities 3section of this repor t.

Revenue from assessed contributions decreased by US$35.22 million compared to 2021. Under
IPSAS, the revenue for contributions from Member States assessed in Swiss francs is recognized

at the beginning of each financial year and is impacted by fluctuati ons in amounts assessed as
well as currency rates between the Swiss franc and the US dollar. Assessed contributions revenue

is presented in the financial statements net of the change in the provision established for
contributions of former Member States an d Member States that are more than two years in
arrears and have |l ost the right to vote under

The assessed contributions in Swiss francs in 2022 decreased by CHF11.58 million, the net effect
of an increased 2022 s23 biennial budget i n US dollars offset by a decrease in the budgetary
biennial rate of exchange for assessment from 1.00 to 0.90 Swiss francs to the US dollar.
Combined with exchange rate fluctuation between the years, this resulted in an overall reduction

to the gross reven ue recognized of US$28.31 million. The change in provision in 2022 was
US$6.91 million higher than the prior year, resulting in the additional decrease to the overall
revenue.

Other revenue includes revenue from staff and retiree contributions to the SHIF, sales and
royalties, net investment income /(loss) and other miscellaneous revenue. The overall decrease in
this category of US$10.14 million is primarily due to a decrease in investment income of
US$8.28 million compared to 2021 , in line with ongoing acti vity and uncertainty in the financial
markets .

In 2022, the return on investments was  impacted by market fluctuations resulting from tightening

of monetary policies, slowdown in economic growth and increased geopolitical risks. This
decrease in investment income from US$5.95 million in 2021 to a US$2.33 million loss in 2022 is
due largely to the negative result  (unrealized loss) on investment portfolios mitigated by
increasing interest income on short -term deposits as presented in the following figure:

t

he
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u Figure 3.  Components of net investment income/(loss), two -year comparison
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17.

18.

2022 was a year of unprecedented significant negative performance in the fixed income and bond
markets due to central banks rapidly increasing rates to combat inflation . A significant result of
this was the cessation of negative interest rates for Swiss  francs in 2022 . This market intervention
impacted all classes of the bond markets from government bonds to  corporate and emerging
market financial securities. The investme nt portfolios , although well diversified , were negatively
impacted as they had a significant allocation to the usually less volatile fixed income and bonds
asset classes. The impact of this negative market performance was mitigated not only by
diversification in the portfolios, but also by  increases in income from short -term deposits .

Training services revenue for the Turin Centre has increased by US$1.48 million as compared to
2021. Additional details on the Turin Centre results are provided in the @perational activities 3
section of this report.
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Expenses
19. Expenses in 2022 totalled US$88 7.25 million (US$ 888.69 million in 202 1) and were distributed as
follows:

u Figure 4. Expenses in 2022 (US$ thousands)

Travel Other expenses
Health $19,704 $47,479
benefits 2% 5%
$50,343
6%
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and other training
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3%

Staff costs
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57%
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5%
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22%

20. The two most significant categories of expenses for the Organization were staff costs (salaries
and related benefits) and subcontracts representing a combined 79 per cent of total expenses.
Figure 5 below provides a three -year comparison of expenses by cat egory:
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u Figure 5. Expenses, three -year comparison
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The overall expenditure decreased slightly by US$1.43 million in 2022, a change of 0.2 per cent as
compared to 2021 .

By type of expenditure , the most significant decrease was experienced in subcontracting by
US$15.15 million, primarily in regular budget. This was offset by increases in travel expenses by
US$14.68 million and seminars and workshops by US$5.69 million. Overall, the staff costs
remained stable as compared to the previous year

Foreign exchange gains/losses

23.

24.

25.

In 2022, the net loss on foreign exchange of US$ 12.23 million consisted of US$4.77 million
unrealized losses from the revaluation of assets and liabilities held in currencies other than the
US dollar and US$7.46 million net realized e xchange losses.

The net losses on foreign exchange are mainly due to the weakening of the Swiss franc against

the US dollar over the year, which amounted to some 0.9 per cent. The losses were generated
mainly by assessed contributions receivable which are  due in Swiss francs as well as cash and
investments held in Swiss francs while the gains on liabilities denominated in Swiss francs only
partially offset these losses.

In accordance with the Financial Regulations and decisions of the International Labour
Conference, exchange movements relating to the regular budget are managed through the net
premium account, netting gains and losses and providing protection to Member States. They are

not recorded as a revenue or expense item in statement V but are accumula ted in the net
premium account that is returned to the Member States at the end of each biennium (see note 16

to the financial statements).



12

Financial report and audited consolidated financial statements for the year ended 31 December 2022
1. Financial report on the 202 2 accounts

Financial position

Assets

26.

Assets as at 31 December 202 2 totalled US$ 2,600.72 million, a decrease of US$ 21.11 million over

the total at 31 December 202 1 of US$2,621.83 million, and were categorized as follows:

u Figure 6. Assets (US$ thousands)

27.

Other assets
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Property and 204
equipment
$709,891
27%
Cash, cash
equivalents and
investments
$1,261,968
49%

Other receivables

$35,488
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receivable Assessed
$398,030 contributions
15% receivable
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Cash, cash equivalents, and investments totalling US$1,261.97 million (US$1,259.48 milli

on as at

31 December 2021) were the largest component, representing 49 per cent of the total assets as

at 31 December 2022. Of this amount, US$514.32 million (US$508.85 million at 31 December 2021)
corresponded to funds held on behalf of donors for develop ment cooperation projects. The other
significant asset categories were property and equipment, totalling US$709.89 million or 27 per
cent, and amounts receivable through assessed and voluntary contribution revenues, combined

totalling US$ 543.68 million or 21 per cent.
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28. Figure 7 below provides a three -year comparison by asset category:

u Figure 7. Assets, three -year comparison
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Cash, cash equivalents and investments

29. Cash, cash equivalents and investments balances remained at a comparable level to the previous
year. The investments in unit funds and bonds in the investment portfolios are held in highly rated
assets, in line with the Organization 4 investment policy that has the primary objective of
preservation of capital. The ILO & cash deposits and investments are widely spread in order to
avoid an over -concentration of funds. The ILO continues to actively monito r all credit ratings for
its cash and investment holdings and investment counterparties to enable it to act promptly
should action be required.

Propert y and equipment

30. Property and equipment is mainly composed of land and buildings with a combined market value
of US$695.58 million as at 31 December 202 2, showing an increase of US$47.80 million over the
prior year. Market value is a point -in-time estimate calculated by an independent valuer in
accordance with international valuation standards.

31. The total value of land increased by US$26.40 million, mainly  due to the increase in market value
of the land in Geneva. This increase continues to reflect the evolut  ion of the prices for property
where the land plots are situated driven by increased developer interest. Under these conditions .
the increase in the market value of the land in Geneva amounted to US$ 28.80 million, offset by
foreign currency losses of US$ 2.81 million due to the devaluation of the Swiss franc against the
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US dollar. The total market value of land in field locations increased by US$0.41 million compared
to 2021.

The total value of buildings increased by US$21. 39 million, also due primarily to the increased
market value of the headquarters building in Geneva through additional capital investment s and
market changes. The result was an overall increase in the market value of buildings by
US$24.15 million, offset by US$2.76 million foreign currency losses mostly due to the devaluation

of the Swiss franc against the US dollar.

The remainder of this category is made up of leasehold improvements, mainly at the Turin Centre,
and capitalized office fixtures and equipmenta  ssets.

Voluntary contributions receivable

34.

35.

Voluntary contributions receivable from donors are amounts supported by enforceable
agreements that are subject to specific performance conditions; accordingly, these amounts are
also treated as a deferred revenue liability until such performance conditions have been met.

Higher levels of funds received under donor agreements resulted in increased voluntary
contribution resource mobilization and a corresponding decrease in the amounts recei vable by
US$52.66 million compared to the prior year. The Turin Centre also had a decrease in accounts
receivable relating to agreements for training and advisory services held at the end of the year
amounting to US$7.99 million. This resulted in an overall combined decreas e of the voluntary
contributions receivable by US$60.65 million to US$398.03 million, net of future year discounting
effects. There have been no impairments of voluntary contribution receivables during this period.
Additional details are provided in the @ perational activities Jsection of this report.

Assessed contributions receivable

36.

37.

38.

Member State contributions are assessed, and outstanding receivables are recorded, in Swiss
francs, converted to US dollars for presentation in the financial statements. In 20 22, the level of
gross assessed contributions receivable increased by US$12.24 million to US$186.48 million
resulting from a growth in the Swiss  francs receivable balance of CHF12.69 million combined with
an offsetting decrease due to US dollar exchange ra te fluctuation.

While the receivable balance has increased in 2022 compared to 2021, it remains at a similar level
to 2019 and 2020 despite normal yearly variations due to different timing of collections from the
larger contributors.

Figure 8 below summari zes the gross assessed contributions receivable balances and their
components at the end of each of the last four years, before provision and discounting of long -
term financial arrangements:
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u Figure 8. Gross assessed contributions receivable
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39. The trend in the collection rate in Swiss francs for current year assessed contributions for the
same years is reflected in figure 9 below:

u Figure 9. Assessed contributions collection rate (in the year of assessment)
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40. The 2022 collection rate in Swiss francs of 72 per cent for current year receivables has stayed
consistent with the prior year and, combined with slightly lower assessed contributions, has
resulted in the decrease in current year assessments receivable as reflected above in figure 7.

41. The overall provision for contributions from Member States that have lost their right to vote has
increased by US$9.62 million. More detailed information on assessed contributions can be found
in note 29 and note 30 to the financial statements.

Other receivables and current as sets

42. The decrease in other receivables by US$21.86 million is mainly related to the collection of the
third instalment (CHF25 .00 million) from the sale of the vacant plot of land in 2021, offset by an
increase in accrued interest and investment income of US$5.54 million. Other current assets
increased by US$4.85 million primarily due to an increase in prepaid expenses of US$4.79 million.

Liabilities
43. Liabilities as at 31 December 202 2 totalled US$ 2,598.96 million, a decrease of US$ 726.65 million

over the to tal at 31 December 202 1 of US$3,325.61 million, and were categorized as follows:

u Figure 10. Liabilities (US$ thousands)

Long-term
borrowings Payables, accruals
$7g.qz96 and other liabilities

$81,924
3%

Deferred revenue

$957,786
37%
Employee benefits
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57%

44. The most significant liabilities of the Organization were the future employee benefits accrued by
staff members and retirees, representing 57 per cent of the total liabilities as at 31 December
2022. Deferred revenue was another significant liability component and primarily relates to
voluntary contributions received and receivable for both the ILO and Turin Centre activities, fo r
which performance obligations have not yet been achieved. The balance of the Organization 5]
liabilities is made up of long -term borrowings and various operational payable and accrual
amounts.
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45.  Figure 11 below provides a three -year comparison by liability —category:

u Figure 11. Liabilities, three -year comparison
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Employee benefits

After -service health insurance (ASHI)

46. The ASHI liability at US$1,399.12 million, accounts for 95 per cent of the total employee benefits
liability and representsthe est i mated cost of the employerds share
respect of all current retirees, as well as all active staff members with projected eligibility for ASHI
in both the ILO and the Turin Centre. It is a point  -in-time estimate calculated b y an independent
actuary taking into consideration the current discount rates, trends in healthcare costs, mortality
rates, the demographic make -up of the insured population, inflation and other assumptions. It is
based on an approach developed by the actu arial profession and endorsed by accounting
standard -setters as being the most accurate method for projecting the amount of the
Organi zationds future obligation.

47. The ASHI liability decreased by US$623.83 million in 2022 as a result of net actuarial gains o f
US$693.89 million offset by the annual current service and interest costs of US$70.06 million as
detailed below:
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Actuarial (gains)/losses  (US$ thousands)

(Gain)/loss due to experience (50 021) 58 340

Financial assumption changes:

(Gain)/loss due to change in discount rate (804 422) (106 867)
(Gain)/loss due to change in future increase in medical cost trend 109 572 (43 991)
(Gain)/loss due to change in per capita medical claims cost 31080 S
(Gain)/loss to change in future increase in administration cost (920) 380
(Gain)/loss to change in general inflation 760 S
Total (gains)/losses due to financial assumption changes (663 930) (150 478)

Demographic assumption changes:

(Gain)/loss due to change in probability of marriage at retirement 12778 )
(Gain)/loss due to change in pre -retirement withdrawal rates 5482 )
(Gain)/loss due to change in age differences between spouses 1805 S
Total (gains)/losses due to demographic assumption changes 20 065 S
Total actuarial (gains)/losses recognized in net assets (693 886) (92 138)
Current service cost 80 034 86 813
Interest cost 16 202 11 813
Net retiree benefits paid (26 179) (29 672)
Net ASHI expense recognized in the statement of financial performance 70 057 68 954
Total (decrease)/increase in ASHI liability (623 829) (23 184)

The most important financial assumption change in 2022 was the increase in the discount rate as

mar kets reacted t o centconbdthighanfiakios due to supplychaisn sssiest o
coming out of the COVID -19 pandemic, and energy price fluctuations. As the liability is calculated

as the present value of expected future cash flows for each of the major currencies in which ASHI
benefits a re paid, the resulting obligation is highly sensitive to fluctuations in market yields that

are the basis of these discount rates used in the valuation each year. As the discount rate yield
curves are already showing decreases in the long -term duration, it is anticipated that much of the
current year actuarial gains will reverse in the future.

Key medical cost assumptions also changed in 2022, which resulted in actuarial losses. These
included the assumptions for medical cost inflation over time and changes in per capita medical
claims cost. The impact on the valuation reflects the cumulative increase in medical costs over
time and market projections for the future.

Based on behavioural changes in the population of insured members over time, certain
demograp hic actuarial assumptions were also updated this year that resulted in an actuarial loss
of US$20.07 million. Other assumptions were updated during the year following the methodology
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agreed upon through the harmonized approach among UN system organizations , having only
minor effects on the overall valuation.

51. Current service and interest costs are annual expenses representing the projected benefits
earned by plan participants and the interest costs attributable to the future benefit obligation
during the cur rent year.

52. The ASHlI liability is considered as unfunded. However, an amount of US$62.74 million is available
in a SHIF Guarantee Fund to cover future short -term liabilities of the SHIF. In addition an amount
of US$29.84 million has been accumulated to partially fund the ASHI liability in respect of the staff
of development cooperation projects.

53. The ILO fulfils its immediate obligations in respect of the financing of health insurance for former
officials from the regular budget, on a pay -as-you-go basis. Member States have preferred to
maintain a pay -as-you-go basis to meet the obligations of this liability rather than including a
provision in the programme and budget to accumulate a reserve aimed at limiting the growth in
t he | L OY sdA8Hi [fahilityd e

Repatriation and end -of-service entitlements

54. The valuation of repatriation and end -of-service liabilities is influenced by many of the same
actuarial assumptions that contributed to the changes in the ASHI liability, the most significant
being discount rates and inflationary assumptions. These decreases were augmented by
additional actuarial gains due to an increase in the observed forfeiture rate for ILO repatriation
grant entitlements when employees end their service with the Organizatio n without repatriating
to their home country.

55. In accordance with IPSAS 39 s Employee benefits, no plan assets have been offset against the
liability; however, an amount of US$5 1.97 million has been accumulated by the ILO in its Terminal
Benefits Fund to fu nd future benefits.

56. The ILO liability also includes the future benefits attributable to staff of the Turin Centre for
repatriation grants and end -of-service benefits, which are payable in euro and therefore subject
to foreign exchange rate fluctuation. Whi | e t he | iability for these benef
at the end of the year, it is funded by thewhiGhurin C
includes a contribution of 81.00 million in 2022 funded from the overall savings at the Centre

Deferred revenue

57. The amounts recognized as deferred revenue liabilities related to development cooperation
activities under IPSAS are impacted by the timing differences between signing of donor
agreements, receipt of funds from donors, and programming of the performance obligations by
the development cooperation projects.  The decrease of US$63.22 million in deferred revenue is
primarily due to the decrease s in voluntary contributions receivable for signed agreements and
Turin Centre agreements for trainin g and advisory services at year-end described in the voluntary
contributions receivable section above. These receivable amounts are offset by a liability until
performance obligations are met, which explains the corresponding movement between these
account s. The details on deferred revenue are provided in note 13 to the financial statements.

Long-term borrowings

58. Borrowings consist of two loans in Swiss francs made to the ILO from the Foundation for Buildings
for International Organizations for the construct ion and the subsequent renov
headquarters building. Repayment of the building renovation loan began in 2021 after being fully
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drawn down in the prior year. The overall net decrease in borrowings in 2022 is as a result of loan
repayments o f US$6.07 million augmented by a currency revaluation gain, net of the change in
fair value discount of US$0.90 million.

Operational activities

Regular budget

59. The International Labour Conference, at its 109th Session (June 2021), approved an expenditure
budget for the 2022 s23 financial period amounting to US$852.76 million and an income budget
for the period of the same amount, which at the budget rate of exchange for the period of CHF0.90
to the US dollar, resulted in total assessed contribut  ions of CHF767.48 million.

60. The overall budgetary results for the first 12 months of the 2022 s23 financial period are
summarized in statement V. -A with the details of contributions paid by Member States shown in
note 30 to the financial statements.

61. The table below shows the expenditure and budget utilization percentages for the current and
previous years:

u Variance analysis by strategic outcome for 2020 $22 (in US$ thousands)

2022 2022 2022 2021 2021 2021 2020

Budget !  Actual Delivery Budget Actual Delivery Delivery

Part | s Ordinary budget

A. Policymaking organs 27 422 25217 92% 25138 21 203 84% 25138 11 380 45%
B. Policy outcomes 339334 302602 89% 312016 318005 102% 313109 279535 89%
C. Management services 32 962 29 789 90% 30821 31901 104% 30821 28 707 93%
D. Other budgetary provisions 23213 22 862 98% 22 297 22 046 99% 21205 21 456 101%
Adjustment for staff turnover (3452) S 0% (3153) S 0% (3154) S 0%
Total Part | 419 479 380470 91% 387119 393155 102% 387 119 341078 88%
Part Il s Unforeseen expenditure 438 S 0% 437 S 0% 438 S 0%
Part IV s Institutional investments 6 463 7 955 123% 7764 6818 88% 7763 8 709 112%

and extraordinary items

Total Parts I, Il and IV 426 380 388 425 91% 395320 399 973 101% 395320 349 787 88%

1 Budget represents one half of the biennial budget adopted by the International Labour Conference

62. The results for the first year of the 2022 s$23 biennium should normally be  compared with those of
2020, as the ILO normally utilizes less than one half of the biennial budget since activities are often
planned and programmed in the first year for delivery across the whole biennium. The year 2020,
however, saw direct budgetary imp acts from the constraints of the pandemic, specifically
impacting policymaking organs under Part | of the budget as most costs related to official meeting
attendance were avoided. Reversal of these impacts has started in 2022, though a slightly slower
recovery has been experienced through the other areas of the ordinary budget.
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63.

64.

65.

Although regular budget expenditure has decreased over the prior year, compared against an

increased overall budget, the actual budgetary delivery rate of 91 per cent in 2022 is comp arable to
years prior to the pandemic impact (for example, 95 per cent in 2018 as the first year of the 2018 s19
biennium)

The resulting surplus for 2022 at the budgetary rate of exchange amounting to US$37.96 million

is reported in statement V -A for regula r budget activities. Following revaluations, adjustments in
respect of arrears of contributions received and reimbursement of previous deficit financing, the
final deficit for budgetary purposes at the end of the year was US$0.34 million. This deficit was
financed in accordance with the Financial Regulations by the use of the Working Capital Fund,
which was reimbursed from the collection of arrears of contributions at the beginning of 2023.

The differences between the net results determined on an IPSAS (ful | accrual) basis and those
determined in accordance with the Financial Regulations are summarized in more detail in
note 22 to the financial statements and in the appendix

Turin Centre

66.

67.

68.

While t he Turin Centre continued to hold its training activities mostl y using online modalities , the
year also continued the trend of significant growth in the level of enrolments of participants to its
training activities , and its efforts to further increase its non  -training services to constituents. The
overall number of enrolments in its activities in 2022 exceeded targets and increased by more
than 34 per cent. The number of activities, while being slightly lower than in 2021, had higher
outreach and contributed to the positive results for the year.

The Centre saw in its first year of the biennium, a level of  overall revenue nearly equal to that of
the second year of the previous biennium. With increased revenue, direct expenditure related to
these activities also increase d, specifically for other cos ts related to training activities and travel

In 2022, the Centre resumed its recruitment process to fill vacant positions while temporarily
retaining short -term and time -based staff until new candidates came on board. As part of the
restructuring of the C entre to support the new business model, the Centre negotiated agreed
termination packages with i nQG26 midiantwas absorbed fwithin the d
savings during the year.

Voluntary contribution activities

69.

Voluntary contribution activiti es include development cooperation projects and Regular Budget
Supplementary Account (RBSA) projects, as well as gifts and grants.  Total expenditure increased
by US$26.84 million from US$375.40 million in 2021 to US$402.24 million in 2022 , showing that
the actual delivery measured by expenditure was higher by 7 per cent in 2022. Due to the large
amount of funding approvals made in the previous biennium materializing in 2022,
disbursements increased and the level of voluntary contribution activities expanded , which
increased the revenue recognized during the year.

Subsidiary funds

70.

The SHIF is a self-insured health insurance programme for active staff, retirees and dependants,
which is maintained by the ILO. This programme is financed through contributions fro m insured
persons and the ILO. The statement of financial performance reports the contributions received

from insured persons as revenue and reports as expense the amount reimbursed for medical
claims under the programme.
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In 2022 the SHIF had a technical surplus with contributions exceeding benefit payments by

US$1.40 million (US$ 1.83 million deficit in 2021), and a net operating surplus of US$1.71 million
(US$0.96 million deficit in 2021) after accounting for decreased unsettled claims at year -end, a
provi sion for advances, foreign exchange gains and losses, and sundry expenses. Net investment

and currency revaluation losses of US$ 6.29 million (US$ 2.92 million loss in 2021) resulted in an
overall deficit for the SHIF of US$4.58 million in 2022 (US$3.87 mill ion deficit in 2021).

Other subsidiary fund activity is largely related to movements in employee benefit liabilities, land
and building assets, and working capital funds. Information on the net assets and annual results
for all subsidiary funds of the ILO is included in the appendix.
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u 2.Statement of internal control for
the year ended 31 December 2022

Scope of responsibility

1. As Director -General of the International Labour Office (ILO), in accordance with the responsibility
assigned to me by the ILO Constitution, the Governing Body, and the Financial Regulations, | have
the responsibility and accountability for a sound systemo  finternal control. In particular,  article 30
of the Financial Regulations requires that | establish and maintain internal controls and ensure:

9 effective financial administration and the exercise of economy; and
9 effective custody of the physical assets of the Organization.

The purpose of the system of internal control

2. Internal control systems provide reasonable assurance regarding the achievement of objectives,
compliance with regulations and policies, and reld.
Body, the Director -General, the Treasurer and Financial Comptroller, senior management, and
other significant personnel all play important parts in making this work effectively. The
implementation of internal control is effected through the policies, proced ures and operational
processes applied at all levels, designed to identify and manage s rather than eliminate s the risks
to these objectives.

3. My present statement applies for the year ended 31 December 2022, the majority of which was

under the leadership of my predecessor. It also considers any relevant events up to the date of

the approval of the Organizationds consolidated 202
The |1 LOTs operating environment
4, The ILO operates in a global environment with a physical presence in over 140 locations and a

total of 3,600+ staff members. The diverse operating locations, the unique tripartite structure, the
engagement with multiple funding and delivery partners, and the diverse workforce all present
the ILO with opportunities and potential risks.

5. Following my election as the 11th Director -General in March 2022, | established a Transition Team
which was mandated to facilitate the execution of my responsibilities as the new Director -General
upon taking office by identifying and reviewing imm ediate and longer -term priority issues for the
ILO. The Transition Team held consultations with a broad spectrum of interlocutors and open
conversations with ILO officials, considered incoming suggestions and position papers, and
conducted a desk review of the relevant documents, which resulted in the production of
numerous concept notes covering the areas of governance, tripartism and standards;
Employment, social protection, job quality and just transitions; and management and Office
structure. In additio n, it worked closely with the Strategic Programming and Management
Department on my Programme Guidance Letter for the preparation of the Programme and
Budget proposals for 2024 s25.

6. Since taking office in October 20 2 2o0naldtructurewiththeipdat e d
aim of effectively supporting the realization of the vision | presented during my campaign. |
submitted to the Governing Body in November 2022 and March 2023 the preview and full
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proposals for the Programme and Budget for the 2024  s25 biennium, as well as a proposal to forge
a Global Coalition for Social Justice.

7. Against this background and within the overall operational framework of the Organization, ILO
managers of departments and offices in headquarters, regional offices, decent work teams and
country offices are required to review and monitor on an ongoing basis the exposure to all risks
relating to their functions and activities, including those at the global level such as post -pandemic
recovery, geopolitical conflict, and the a ssociated food and energy crises, etc. They must continue
to maintain a high level of internal control while adapting to the changes in working methods
brought about by the pandemic and ensuring efficient and effective delivery of the programme
and project deliverables.

The 1 LOTs risk management and inte
8. The 1 LOYs risk management framework, updated since

9 the Senior Management Team providing leadership and direction for embedding risk
management in the |1 LOYs ways of working, monitori.
Register and directing action as required to address issues;

9 the alignment of the ri sk management framework to the Three Lines Model, in line with the
I LOYs I nternal Control Framework and the model f c
system;

9 well-defined risk escalation processes for both strategic and operational risks, allowing for a
top-down/bottom -up flow of risk information;

1 definitions of risk appetite and risk tolerance with specific conditions; and

9 asix-stage risk management process to plan, identify, evaluate, respond to, monitor and report
risks, with detailed guidelines and t ools provided in the risk management manual.

9. The key elements of the ILO 14 Internal Control Framework are as follows:

fTMapping of the |1 LOYs existing rules, policies and
tools, against a set of principles based on  acknowledged best practice.

Té¢Three Lines of Defenced for internal control s, i n
UN High -level Committee on Management (HLCM), providing clarification on the roles and
responsibilities in the implementation ofi  nternal controls.

9 Emphasis on continuous improvement, identifying the necessary mechanisms for ongoing
assessment and regular reporting of the overall effectiveness of internal control to ensure an
appropriate level of assurance.

Review of internal control effectiveness

10. As specified in the ILO Internal Control Framework, my review of the effectiveness of the system
of internal controls is mainly informed by:

I Internal letters of representation, completed and signed by members of the senior
management team, regional directors, departmental directors at headquarters, external office
directors and selected managers of major development cooperation programmes and projects.
These provide a self -assessment of the accomplishment of their responsibilities for mainta ining
effective internal control and risk managementonaday  -to-day basis. Taking into consideration
the evolving operational circumstances, the questions included in these disclosures were
reviewed prior to the annual reporting cycle for 2022. This exerc ise did not result in any material
changes since the last major update was made in 2021.
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9 Independent audit and evaluation reports, issued by the Chief Internal Auditor (including
investigation reports), the External Auditor, the Evaluation Office, the Eth ics Officer and, as
relevant, the Joint Inspection Unit.

9 Governing Body observations and guidance on the strategic direction and internal control

matters, including those contained in the reports of the Independent Oversight Advisory
Committee (IOAC).

Significant internal control matters arising during the year 2022

11. The 2022 internal letters of representation were received from 331 directors and major
programme and project managers. They were analysed and used as one of the key sources for
providingassuran ce on t he effective i mplementation of t
No new control weaknesses were identified from these disclosures, though a few areas noted in
past years continued to require attention. | have provided updates on the furth er actions taken
around these topics in the sections below.

12. I have also considered the observations in the reports of internal and external auditors, the annual
evaluation report, and the annual report of the IOAC to the Governing Body pertaining to the ye ar
2022. | noted the areas of focus and observations made by these bodies in 2022, which contained
reflections on good practices and lessons learned coming out of the pandemic, as well as
improvements required in operational and oversight areas.

13. | also reviewed all the significant internal control matters that were highlighted by the former
Director -General over the first five -year period since the introduction of  the statement of internal
control in 2017 and noted the consistent and robust approach taken. Taking into consideration
the positive opinion provided by the IOAC on the process of preparing the statement, and based
on my own observations, | have determined that the approach used so far was effective and would
therefore continue to apply itin my st atement for 2022.

14. Based on the considerations above, | have deemed it necessary to report the following matters in
2022 to ensure that policies and procedures remain fit  -for-purpose and their operational
application continues to improve.

9 ILOW cybersecuri ty controls to be further enhanced. The |1 LOYs exposur e
risks have been increasing due to the fast track of digital transformation caused by the
pandemic, the disruption and confidence erosion related to geopolitical situations, and the
security threat through suppliers and vendors as part of the supply chain. In 2022, the Office
was the subject of several cyberattacks, including one on a website used by an ILO project, two
on IT systems managed by departments and offices outside of the main IT framework, and
some targeted phishing campaigns disguised as
of the Joint Inspection Unit on ¢Cybersecurity

he

t

(0]

C

gpay

Office engaged an independent external consultancy to review the I LOYs

framework and its resilience. Some of the recommendations from this review were integrated

into the 2022 work plan, including the enhancement of vulnerability management,
improvement of the risk -assessment process and the execution of a security assessment of
internet of things networks. An escalation process for cybersecurity incident detection and
response was developed, enhancing transparency, predictability and ownership of security
incident escalation by clarifying re sponsibilities of the different organizational stakeholders.
Additional cybersecurity improvements have been scheduled for implementation in 2023,
including the development of role -based information security awareness training and
enhanced communications m aterials to reinforce an information security awareness culture
within the Office.



26 Financial report and audited consolidated financial statements for the year ende d 31 December 2022
2. Statement of internal control for  the year ended 31 December 2022

1 Oversight and control of implementing partnerships to be strengthened. An implementing
partner is a legally recognized non -profit -oriented entity, which provides assistance in the
delivery of the |1 LOYs substantive mandate in devel
and activities. Both internal and external auditors have recently reviewed the use of
implementing partnerships as they are an important tool in the delivery of the | LOYs oper

In particular they have commented on issues related to the selection procedures of the
partners, the oversight of their performance, the controls in the submission and receipt of their
deliverables. In 2022, a case of sexual exploi tation and abuse by an employee of an
implementing partner was substantiated after investigation. As such, there was a need to
enhance the prospection, control and monitoring of implementing partners. In this connection,
the Office developed a series of gu idelines and templates to assist managers, including a step -
by-step procedure on the engagement of implementing agreements. An updated version of
the Office procedure was issued in November 2022 to establish a harmonized Organization -
wide approach to the u se of implementing partnerships and to ensure good governance, by
reinforcing due diligence mechanisms within the ILO accountability framework for programme
managers.

9 Policy on external collaboration contracts to be updated to #it for purpose 3. External
collaboration contracts are contracts concluded with persons acting in their individual capacity
to perform a specific task or set of tasks for the ILO. They are not employment contracts and
remain outside the scope of the Staff Regulations. In 2019,thel L OYs External Auditor
a review of external collaboration contracts and made several recommendations in his report
to the Governing Body, including: to adopt a competitive selection process in the hiring of
external collaborators, to update the po licy for fees to be applied based on justification on the
level of complexity of the task, to prepare detailed terms of reference as the basis for selection,
and to complete an evaluation form before awarding the final payment to the external
collaborator. Unlike the implementing partnerships for which the Office procedure and
guidelines have been updated, the policy update for external collaboration contracts had not
been made, pending the outcome of a dedicated review of this subject by the Office of Inte rnal
Audit and Oversight (IAO). | consider the clarification on the internal roles and responsibilities
for managing external collaboration contracts and the update of corresponding policy and
provision of tools as pertinent issues to be addressed in a tim  ely manner and will call on the
relevant units in Corporate Services to take action.

Internal control matters carried forward from previous years

15. In 2022, the Office continued to implement measures to address the internal control matters
reported in the statements of the past years. Based on the feedback from the disclosures
submitted by directors and other managers in the internal letters of representation, and by
referring to the relevant audit, oversight and evaluation reports, | have reassessed these a reas
and determined that, in some areas, further work or continued monitoring are still required
despite progress made, while in other areas, significant results have been achieved to address
the risks initially presented. Accordingly, these issues have be en listed under two categories
below, and those that are no longer deemed to be significant risks will not be reported as from
the next financial year, unless they resurface in the future as an area of concern.

Matters requiring further work or  continued monitoring

9 Performance management compliance (2017). In the 2022 disclosures contained in the
internal letters of representation, 78 per cent of all managers reported a full compliance with
the performance management cycles as of 31 December 2022 , while others reported partial
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compliance with exceptions related to volume, competing priorities, reporting structure,
backlogs created during the pandemic, and some specific performance issues under discussion
between the manager and staff concerned. Th e latest Office -wide performance appraisal
compliance information as of 11 April 2023 showed that 37 offices and departments achieved
more than 80 per cent compliance of their 2022 End of Cycle appraisals, while the overall
compliance rates for appraisals for 2022 End of Cycle and 2023 Beginning of Cycle stood at
78 per cent and 74 per cent respectively. | have also noted that a comprehensive framework of
learning activities, targeting various audiences from managers to staff and teams, had reached
more tha n 400 staff members and managers in 2022 andane -l earni ng modul e on t
performance management framework is to be developed in 2023. While the compliance
numbers represent steady improvements over the years, and training efforts continued to be
made, | consider that the Office still needs to reinforce its measures to improve the
performance appraisal compliance and more importantly, the culture of taking responsibility

for performance. | will therefore keep this subject for monitoring and reporting i n my future
statements.

9 Workforce planning and skills development (2018). In 2018, the mandatory age of
separation was set to 65 and ILO officials due to retire at age 60 or 62 were offered the
opportunity to continue working until this age, which resulted in an overall reduction in the
number of retirements. However, this phenomenon was due to end in 2022, thus exposing the
Office to increased risk of losing key skills, competencies and experience with more officials
retiring. The IOAC has maintained its a ttention on skills development over the past few years
and expected that the result of the skills mapping project would be useful in implementing the

Human Resources Strategy 2022 s25 and the associated |l earning ac
work plan for 20 23, provisions have been made for the selection of a skills mapping tool and

the devel opment of a consolidated skills framework
a mapping of current skills and future skills needs. A gap analysis regarding skil Is, resources

and their global distribution would be undertaken and strategies to address such gaps through
staff development or recruitment would be developed by the end of 2023. Updates in this area
will be provided in my statement for 2023 and future ye ars as applicable.

9 The need for a strengthened ethics function to promote increased awareness on ethical

conduct and the prevention of fraud and misconduct (2020). The ethics function is an
integral part of the | LOYs acc obuldngdculture dfiptegfity a me wo r |
and respect across the Office. Since the appointment of the new full -time Ethics Officer from

1 July 2022 and thanks to the outreach efforts made, the number of ethics advice requests made
by ILO officials had increased fr om 40 per year in 2021 to 64 over the second semester of 2022.
Based on the subject areas covered in the requests for advice, the Ethics Officer has considered
using focused, structural and preventive interventions, such as trainings and other promotional
activities, and conflict prevention, starting with offices where a number of issues were raised.
An outreach policy has been drafted and a renewed ethics survey planned in 2023, with its

results to be used to guide the development of a new online training module on ethics and the
update of the Principles of Conduct for Staff of the International Labour Office. With respect to
the awareness-r ai si ng of t he Of ficebYs policies on frat

demonstrating the different processes on the repo rting and investigation of alleged

wrongdoings and follow -up actions on substantiated cases was made available in 2022 on both

the Officeds intranet anwde fraudoribkiagsesswett Byisubject areasn Of f i ¢
is currently being undertaken by  the Senior Risk Officer in collaboration with the Ethics Officer.

The results of this assessment will be used to develop tools to strengthen the measures for

prevention and detection of fraud and misconduct. | will therefore return to this subject in 2023

and provide an update on the progress made by then.
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Matters no longer deemed significant risk of internal control

9 Due diligence in the delegated procurement process and oversight on the performances
of contracted parties to be further strengthened (2019). Delegated procurement process
refers to the process required to establish external collaboration contracts, implementation
agreements, and grant agreements, which are types of contracts not subject to commercial
procurement procedures for goods and servic es. They require managers to consider the
specific applicability criteria and follow specially established procedures. Over the past few
years, various control and performance issues were highlighted by internal and external
auditors, in particular with re spect to external collaboration contracts and implementation
agreements. As the issues related to these two contract types and their corresponding
processes are different, I have decided to | ist
referred to in p aragraph 14 above. As such, | am proposing that this topic from 2019 be closed
and superseded by the two separate topics, for which specific actions are to be taken to address
the issues at hand.

9 Accountability and capacity for the delivery of programme/pr oject results to be
strengthened, in particular in the field offices (2021). This topic was reported in 2021 based
on observations made in the Multilateral Organisation Performance Assessment Network
( MOPAN) review and by t he Ightiogheakiessesenrproggadmmeéandl i t or |,
project design and management practices, the ongoing challenge to ensure appropriate field
capacity, and the need to strengthen support on delivery to the field offices. In this connection,
| am pleased to report that, in my Programme and Budget proposals for 2024  s$25, a total
amount of US$18.4 million had been identified for redeployment, most of which would be used
to strengthen the | LOYs capacity to provide effect
constituent s in the regions, and to strengthen technical services delivered by policy
departments and the newly -established priority action programmes. As part of the ongoing
monitoring of programme implementation of the current biennium, outcome -based work
planning (OBW) reviews were conducted regularly and status reports issued in April and
October 2022 and again in February 2023, indicating that the Office remained on track to
achieve or exceed the targets set in the programme and budget. In addition, the OBW
Dashboard continued to be used to support and monitor the OBW process, highlighting any
delivery issues to be addressed immediately. Finally, as far as other sources of funds (Regular
Budget Technical Cooperation ( RBTQ, Regular Budget Supplementary Account ( RBSA and
Extra-budgetary Development Cooperation ( XBDQ)) are concerned, capacity of delivery is
reflected in the significant increase of expenditure rate between October 2022 and January
2023. As it stands now, | consider that this  topic no longer represents significant risk for the

Office.
1 Enterprise risk management tools to be further modernized and more training on risk
assessment and response methodologies to be undertaken (2021). In 2022, the Office

upgraded the risk management online platform, which provided more advanced tools for the

development and formulation of risks and required responses, and presented a more

transparent and timely overview of the risk map across the Organization. A template risk

register for field offic es was developed, which broadened the range of risks they face, improved

the quality of risk assessment, and involved more staff in the management of risks. The

feedback from field offices was noted as positive by the IOAC in its report to the Governing

Body. Alessons-l ear nt exercise on both the | T platform an
be conducted in 2023 to examine further the benefits and possible improvements. While a low

take -up rate by ILO managers in the online training on risk managem ent was noted for 2022, a

reminder was sent in March 2023 to all officials at grades P5 and above, which resulted in a
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200 per cent increase in the number of officials undertaking the training (from 200 at the end
of 2022 to 600 in early April 2023). Going forward, the Office will keep close monitoring of the
participation in the current online risk training module and will also design an updated face -to-
face training course to be rolled out to risk experts in the regional offices. As such, | no longer
consider this topic to be significant, but will revisit it in future periods if necessary.

9 Efficiency and effectiveness of the internal audit and oversight functions to be enhanced
through strategic planning and modern working methods (2021). This issue was
highlighted by the IOAC in its report to the Governing Body in March 2022 based on the fact
that the internal audit activities were significantly curtailed due to the global pandemic, and
remote audit techniques were not fully developed by the IAO. Inthe ¢ ontext of the development
of the | AOYs st r asPéethe IGAC ericeuraged ther|IAO2tdirRcrease its agility in

adapting to the changing environment and enhancing

analytics and other digital audit skill s, and to continue using the long -term agreements with
global consultancy firms to undertake field audit work as appropriate. In its annual report to

the Governing Body in March 2023, the | OAC positi v

had improve d, but remained concerned about the backlog of investigation cases and the

wor kl oad of the | AOYs I nvestigation and I nspection
resources in my Programme and Budget proposals for2024 s25 t o rei nf or caeityt he |

through the creation of a new professional position and the increase of non -staff resources.

Based on the | AOYs | atest outputs in 2022 and

that this topic no longer represents significant risk for the Offi ce but I will stay in close contact
with the Chief Internal Auditor to monitor the delivery of the audit plan and to review the
investigation caseload.

Conclusion

16.

17.

Internal controls no matter how well  -designed have inherent limitations, including the possi bility
of premeditated circumvention and therefore can provide only reasonable but not absolute
assurance. The effectiveness of internal controls may vary over time due to changes of conditions
beyond the Officebds control. | coatmuows developrdentrofgthie y
system of internal control so as to address control issues in a timely manner.

Based on the above | conclude that to the best of my knowledge and information, the ILO has an
effective system of internal control and there were no material weaknesses identified during the
year ended 31 December 2022.

(Signed) Gilbert F. Houngbo

Director -General

Geneva, 13 April 2023

t he

cC 0ommi

/
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u 3. Approval of the consolidated financial statements for
the year ended 31 December 2022

The consolidated financial statements are the responsibility of and have been prepared by
mana gement in accordance with the International Public Sector Accounting Standards and comply with
the Financial Regulations of the International Labour Organization. They include certain amounts that
are based on managementbds best estimates and judgement

The financial governance of the Office includes the review of financial systems and internal
controls by the |1 LOYs Office of Internal Audit and Ove
Body and its subsidiary body, the Independent Oversight Advi  sory Committee. The External Auditor also
provides an opinion on the Financial Statements which is provided in the following section.

In accordance with Chapter VII of the Financial Regulations and Financial Rule 1.40, the
consolidated financial statements numbered | to V and the accompanying notes are hereby approved
and submitted to the Governing Body of the International Labour Office.

(Signed) Adnan Chughtai (Signed) Gilbert F. Houngbo
Treasurer and Financial Comptroller Director -General

Geneva, 31 March 2023 Geneva, 31 March 2023
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REPUBLIC OF THE PHILIPPINES

COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City. Philippines

INDEPENDENT AUDITOR’S REPORT

To the Governing Body of the International Labour Office

Opinion

We have audited the consolidated financial statements of the International Labour Organization
(ILO) and its controlled entity, the International Training Centre (ITC), which comprise the
consolidated statement of financial position as at 31 December 2022, and the consolidated
statement of financial performance, consolidated statement of changes in net assets,
consolidated statement of cash flow, and statements of comparison of budget and actual
amounts for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the financial position of the ILO and its controlled entity, the ITC, as at 31
December 2022, and their financial performance, changes in net assets, cash flow, and
comparison of budget and actual amounts for the year then ended., in accordance with
International Public Sector Accounting Standards (IPSAS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA) and the
International Standards of Supreme Audit Institutions (ISSAI). Our responsibilities under those
standards are described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the ILO and its controlled entity, the
ITC, in accordance with the ethical requirements that are relevant to our audit of the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the ILO financial report and audited consolidated financial statements
for the year ended 31 December 2022 and report of the external auditor, but does not include
the financial statements and our auditor’s report thereon.

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