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1. The Advisory Committee on Administrative and Budgetary Questions mot with
members of the Audit Operations Committee in September 1991 ,?qd discussed
with them the Board’s reports to the General Assembly as follows, the
financial accounts for the United Nations Relief and Works Agency for
Palestine Refugees in the Near East (UNHYA),  ;L/ the United Nations Institute
for Training and Res’larch (UNITAR), 21 and the voluntary funds administered b y
the United Nations High Commissioner for Refugees (UNHCR), 91 for the year
ended 31 December 1990. Additionally, the Committee discussed the Board’s
interim reports on the lntsrnational Trade Centre, (ITC), P/ the United
Nations Development Programme, (UNDP) 5/ and the United Nations Population
Fund (UNFPA), &/ for the first year of the biennium 1990-1991, The Advisory
Committee’s observations and comments on the roport of the Board of Auditors
on tho accou~~ts  of the United Nations Joint Staff Pension Fund 21 for the year
ended 31 Dacember  1990 will be submitted separately to the Genoral Assembly at
its fort!A-sixth session in a report that will also include the Committee’s
recommeudations  on the report of the United Nations Joint Staff Pension Hoard.

2. The Advisory Committee also had before it a note by tho Secretary-Osnortil
(A/46/298), transmitting the summary of principal findings and conclusions f o r
remedial action contained in the reports of the Board of Auditors, which was
prepared by the Board in accordance with paragraph 25 of Goneral  Assembly
resolution 45/235 of 21 December 1990. For its part, in making its comments
and recommendations, tho Advisory Committee relied on the main reports of the
Board of Auditors.

3. The Committee also had reports by the Secretary-General, the
Administrator of UNDP, rnd the United Nations High Commissioner for Rofugeos,
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on the implementation of the recommendations of the Board of Auditors
(A/46/299~ DP/lQ91/48r and A/AC.96/773). Information on the implementation of
the Board’s previous recommendations concerning entities within the system
which are audited biennially, is contained in document A/46/299, Iiowever,
with regard to ITC, as noted in paragraph 1 above, the Board has also prepared
an interim report. The Advisory Committee notes that several recommendationa
elf the Board have been implemented by the Administrations concerned. The
Advisory Committee trusts that in future audits the Boerd  will follow up on
those racommendations  which have not yet been implemented.

4. The Advisory Ccmmittee  recalls its requeat to the Board of Auditors that
when providing information on the liquidity position of agencies and
programmos, a stanaardiaed format should be used (A/45/570, pera. 24). The
Committee welcomes the new format introauced by the Board for this purpose in
its current auait reports.

d Works for Prsleat;ine
-in

5. From paragraph 5 of the Board’s report on UNRWA, the Advisory Committee
notes with satisfaction that “the Administration complied with all the
recommendatitina  of the Board in its audit report for the year e n d e d
31 December  1969”. The Committee notes that the Board especially appreciated
the measures taken to improve thv organisational  structures of the Area Staff
Provident Funa. However, the Committee agrees with the Board that ;(n
evaluation of effectiveness of the measures would have to be the subject of
future audits.

L

Ll,. With regard to disclcsure  of termination benefits, mentioned An
paragraph 67 of the Board’s report, the Advisory Committee believes that this
subject should he taken up in the context of ongoing discussions on the
standardisation c.f accounting principles. The Committee recalls that while
calling for a special study to addross such issues, it had commented to the
General Assembly that “the subjects of arrears of assessments of Member States
and of full disclosure of termination bbnefits as a contingent liability are
closely related to the question of formulating generally acceptea accounting
principles in the United Nations system” (A/45/570 para. 10).

7. The Aavisory Committee is greatly concerned with the Board’s findings in
paragraphs 78 to 81 of its report with reqard to personnel management and
agrees with the Roard th-t: “it must not be at the discretion of the Agency to
exclude certain operations from external audit by referring to
confidentiality”. In this connection, the Advisory Committee draws attention
to paragraph 3 of the annex to the Financial Regulations which states2

The Board of Auditors and its staff shall have free access at all
convenient times to all books, records and other documentation which are,
in the opinion of the Board of A u d i t o r s ,

the audit.
necessary for the performance of

Information which is classified as confidential shall be made
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available 0lsI applicat ion. The Board of Auditors and its staff shal l
respect the privileged and confidential nature of any information so
classified which has been made available and shall uot make use of i t
except in direct connection with the performance of the audit. The Board
may draw the attentton  of the General Assembly to any denial o f
information classified as privileged which, in ita opinion, was r e q u i r e d
for the purpose of the audit .

8, $p~oifica11y, with regard to the case cited by the Board, where aomplete
information on separation payments awarded to a staff member and the reasons
for the separation were denied to the Board, the Committee endorsea  the
Board’s view that “the aomplete facta need to be disalosed  (to the Board) to
enable the Board to comprehend and assess the Agency’s deaieions properly”
(para,  81). The Advisory Committee has reguested the Board of Auditors t o
obta in  f rom UNRWA,  full disclosure of all the facts of the aase, iaaluding
monetary payments, and report its assessment to the Committee.

9. On the basis of information provided, the Committee doubts whether the
UWRWA Administration was justified in giving maximum termination indemnity and
other payments totalling about $120,000 to the ntaff member in guestioa
e s p e c i a l l y  after it h a d  o*lost confidenae~~ in his capacity to fun&ion  in his
field offioe assignment and his refusal to accept another assignment which was
offered to him.

10. The Committee agrees with the Board’s observations in paragraphs 28
and 29 that the unpaid pledged contributions for 1990 and for Quture years and
increased inaome  from government contributions should bs reflected in t h e
financial statements on the basis of the new accounting policy on income
recognition,

11. The  f inanc ia l  status of the Institute as well a8 its future viability
have been a aause  of concern to the Committee as well aa the General  Assembly
which,  in resolution 45/219  of 21 Deaember 1990 requested the
Secretary-general to appoint an appropriately gualified high-level independent
consultant, who would submit a report aontaining  recommendations ant

(a) The continued relevance of the mandate  of the Institute,  taking  into
account the relevant resolutions of the Qeneral Assembly and other rerearah
and training activities of the United Nationa system , a review and assessment
of all aspeots of the current activit ies  of the Ins t i tu te  and  the i r  benef i t s
to the United Nations and its Member States, inter, in the fields of  the
maintenance of peace and security and the promotion of eooPomic  and social
development, and an assessment of whether those  activities can be m o r e
effectively carried out by the Institute or by other bodies in the  Uni ted
Nations syetemj

/ . . .
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(b) The overa l l  s ta f f ing  reguirements  for the Ins t i tu te ,  i n c l u d i n g  thti
number and level of such staff, in order to meet aatiefaatorily the needs of
the United Nations and its Member Statear

(c) The finanaial means for meeting thoee needs, based on the f ind ings ]

(d) The  feas ib i l i ty  of  u t i l i s i n g  the  f a c i l i t i e s  of the  Inlstitute  for the
training of personnel for peace-keeping operations.

12. The Advisory Committee belidvea that a number of reoommendations  of t h e
Board of Auditors might be affected by the findings and recommendations of the
consultant . At this time, the Advisory Committee takes note of the adverse
liquidity position of the UNITAR Qeneral  Fund and the repeated recourse b y
UNITAR to the United Nations general Fund. The Advisory  Committee notes that
information on liquidity doea not provide a complete picture with respect t o
UNITAR’s debt to the United Nations, In this conneation,  the Committee
recalls the comments it made in the context of its examination of the UNITAR
budget proposals for 1991:

“The Committee notes with partioular  aonoern  that an advance of $955,323
from the United Nations is needed to ‘balance the budget’. This denotes
a steep rise in the advanae  needed from the United Nations each year, as
well as a signifioant addition in the steadily mounting  debt of UNITAR to
the United Nations, which, together with the sum advanced for purchase of
land, ie expected to reach over 89.3 million in 1991.”

13. The Committee also agrees with the Board’8 observation in paragraph 37
that if the high liquidity of the UNITAR Special Purpoae Grants Fund
aontinues,  the UNITAR Administration should make short-term investments to
earn income.

14, The Advisory Committee notes from paragraph 48 to 50 that there are
inadequate  guidelines on the control and use of the Reserve Account . I t
agrees with the Board’s recommendation in paragraph 51 that the UNITAR
Administration, in consultation with the Office of Programme Planning, Budget
and Finanae,  should formulate conditions and procedures to be followed in the
management and utiliaation of the Reserve Account.

15. The Advisory Committee has requested further information about the
establishment of the Reserve Account, its control and operation and it is the
intention of the Committee to revert to this question in the context of t h e
next audit cycle.

16. The Committee notes that the practice of incurring expenditures prior to
the receipt of an allotment advice ie prevalent both at UNITAR headquarters
a n d  a t  its Qeneva o f f i ce  (para.  38). In this regard, the Advisory Commi  tteo
agrees  with the Board’s view that in the case of the transactions audited,
although no actual losses were incurred by UNITAR, existing rule8 and
regulations on budgetary controls were being violated (pare. 42). The
Advisory Committee recommends that UNITAR and UNDP should review the matter,

/ . .*
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taking into account the Board’s recommendations contained in paragraphs 43
to 45.

for Refuaeea

17. The Advisory Committee notes that owing to the late submission of the
administration’s comments, it was not possible for the Board to evaluate the
efficacy of measures envisaged or already taken to address the previous
recommea&ations  of the Board. During the Board’s final audit, however, the
recommendations that fell within the saope of its examination were rev iewed
and those requiring further action have been inaluded in the present report.
An evaluation of the effectiveness of measures taken will be conducted in t h e
Board’s next audit (pars. 6).

18. Administrative and finanuial irregularities of varying magnitude by
individuals are reported by the Board in paragraphs 51 to 56 of the report as
well as in paragraphs 65 to 71. The Ac¶visory  Committee endorses the Board’s
recommendation that existing organisational arrangements and procedures for
the management of cash resources in field offices should be strengthened and
personal responsibility for losses re-emphasised (pare, 7(b)).

19. Details of misappropriation of funds by the staff of an implementing
agency are reported in paragraphs 57 to 64 and various instanaes of
inefficient utiliaation of resources by an implementing partner are reported
in paragraphs 93 to 1001 oiraumstances regarding theft and disappearance o f
non-expendable property and looting of cash and non-expendable property are
described in paragraphs 101 to 108. The Advisory Committee is very concerned
with the Board’s findings, particularly with regard to the role of the
implementing partners , whether Qovernments  or non-governmental organiaations,
and believes that the problems raised by the Board need urgent attention by
the Exeautive  Committee of UNBCR.

20. The Advisory Committee notes thnt the Board’s review of project
activities disalosed operational weaknesses in the areas of project  reporting
and delivery, storage of relief goods and the utilisation of financial
resources  (para.  79). In this connection, the Advisory Committee believes
that streamlining of reporting procedures would not only make the process more
cost effective but would also make it easier for implementing partners to
comply fully with them.

21. Paragraphs 87 to 92 describe the circumstances of alleged confiscation of
relief goods valued at $294,401 by a host count ry . The Advisory Committee
shares the Board of Auditors concern that “over one year after the relisf
items were rllegedly confiscated (May 1990) headquarters still does not
exact1 y know what has happened to the items”. The Advisory Committee trusts
that UNHCR will conduct an investigation to determine whether the goods were
actually confiscated and if so0 seek appropriate restitution, in addition to
taking appropriate steps to plan adequately for future storage facilities.

/ . . .
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22. The Board, in previous reports a/ had repeatedly pointed out that some of
the administrative praatiaea at ITC deviated from United Nat ions
administrative instruations. In its audit report for the year e n d i n g
31 Deaember  1987, 21 the Board had reported that ITC had agreed to review, i n
aoneultation with the United Nations, ite administrative policies and
praatiaes and to aomplete the review by the end of the 1990-1991 biennium.

33, The Advisory Committee notes from paragraph 3 of the Board’s  report that
the primary objeative of the report is “to provide up-to-date information on
adminietrative  praatiaes of ITC in order to expedite prompt action in this
rerpeot  and to ensure that the review is  oompleted o:a time”.

ae. The Advisory Committee reoalls that in the oontext  of ita above-mentioned
report to the forty-third session of the Qeneral Assembly, g/ the Board h a d ,
in partioulsr , oommented  on aertain administrative praatiaes aonaerninq
allotment proaeduren, and operating reservea. The Advisory Committee notes
with oonoern from paragraphs 10 and 11 of the Board’s  report that these issues
have not yet been satisfaatorily resolved.

a s . In addition, in paragraphs 12 and 13 of ite report, the Board has
disausaed  the question of ITC hiring projeot personnel without due respect for
United Nations administrative instruations and also the use of pro jeot
personnel  in established offices to aarry out substantive work proqr~es.
Additional information provided to the Advisory Committee by the Board
indioates  that the procedures currently used by ITC in this respeot are ad h o c
and not oost-effeativer remedial a&ion is therefore urgently n e e d e d .

2 6 . The Advieory Committee aqreeo with the Board’s oonoerna  aa expressed  in
paragraphs 14 and 15 of its report and believes that there is no justification
for ITC to disregard United Nations administrative instruations. The
Committee intends to revert to the matter in the context of ite examination o f
the results of the ITC review at its Spring 1993 session.

27 . The Advisory Committee notes that the Board of Auditors findings in its
interim report on UNDP focus  primarily on three major management issues:
agency aoaountability,  administrative and management praotioes in the Office
for Projeat Services, and development and management of the Economists for
Africa Programme.

2 8 . In paragraphs 22 to 34 the Board discusses the various shortcomings with
regard to agency accountability. One of the aspects of the problem that has
been a matter of concern to the Advisory Committee and the subject of
qualified opinions of the Board since 1986, is the late submission of audited
information by executing agencies on programme expenditure incurred by them,
In this connection, the Advisory Committee trusts that the new procedure o f
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biennial auditing of UNDP aoaounts will address the situation. The Committee
recalls that it had also expressed this view in ita report A/45/576.

29. The Committee ie conoerned  with the Board’s finding8 in paragraph 31 o f
the report that apart from late submiaaion  of audited information by executing
agenoiea,  when the agencies did provide their audited financial statemeute
later onI these statements “did not convey sufficient information on whether
the UNDP funds bad been spat with ~maximum efficiency and effetztiveneas’  as
required by the Qeneral  Aesembly re8olution” (resolution 2688 (XXV)  of
11 December 1970).

30. The Committee also fully endorsea  the Board’8 view that the concept o f
full accountability as outlined in resolution 2688 (XXV) can only be
maintained if the executing agencies themselves are held accountable for t h e
use of resources entrusted to them to the same extent that UNDP is. Several
governing Council decisions have reinforoed this prinoiple, and financial
regulations and procedures inoluding a standard basic executing agency
agrsement  (SEEM) are available for signature by the executing agencies.
However, the Committee aotee from paragraph 26 to 29 of the Board’s report
that only 16 out of 33 organiaationa listed aa executing agencies have signed
auoh an agreement, another 7 have through an exohange of letters acknowledged
the termr of the SEEM. With rix of the agenaies without an SBEM,  a prior
agreement or exahange  of memoranda with the Special Fund, the predecessor of
UNDP, existr. The Advisory Committee agrees  with the Board however, that
these doouments  canrrot  be ooneidered equivalent to the  SBEM. Four cases are
without say written arrangement , one ie oovered by a 1989 exohange of letters,
and with two otheru, agreements have been finalised and are awaiting signature.

31. It is a matter of great concern to the Advisory Committee to note that in
two cases involving major specialised agencies which represent approximately
25 per cent of the expenditure by executing agencies, “negotiations have
reached a stalemate without much hope of finalising the doauments  shortly”.
The Committee notes the Board’8 opinion that “agencies  showing no wil l ingness
to cooperate by entering’into an SEEM  with UNDP fail to comply with t h e
requirements of Oeneral Assembly resolution 2688 (XXV), which should
disqualify them a8 executing agencies for UNDP activities”. In view of t h e
faot that the Administrator of UNDP bears primary responsibility for the f u n d s
received by the Programme, it is imperat ive  that  bindixig agreement8 be eigned
with the executing agenoies.

32. Several flaws with regard to the management capaoity  of the Office for
Projeat Servicer have been revealed by the Board. For example, project budget
management is dicuesed in paragraphs 36 to 39 of the report. In this regard,
the Board atateer YJNDP financial rules 110.1 and 110.2 require exeouting
agencies such a8 the Office of Project Services to en8ure  that project
expenditures do not exceed allocations, in any given yearr by more than
$20,606 or 4 per cent of the project budget for that yearI whichever is
higher. ‘I In 21 of the 51 case8 mentioned, these rules were in f r inged .

/ . . .
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33, With regard to financial completion of projects, the CoMnfttee  notes from
the the Board’s findings, that there are also various irregularities and flaws
(paras. 42-47). The Board states that YJNDP financial rule 110.5, which calls
for financial aomplet;lon of a project within 12 months after it has been
operationally completed, has been infrirlged in at least 91 cases”. Costly
procedures with low return rates have been highlighted by the Board with
regard to technical devices meant for improved project management (pares. 48
to 55).

34. The workload of project management officers and the role of the Project
Acceptance Committee is considered in paragraphs 56 to 62, In the Board’s
opinion, with which the Advisory Committee wholly agrees, O’uncompromising
efforts will be needed to control tightly the number of new projects in view
of the l imi ted  aapacitiesgg. The Committee also agrees that this calls for a
reliable mechanism for identifying the projects best suited for execution b y
OPS together with increased administrative efficiency by streamlining o f
procedures, optimising the distribution of workload and fully utilising
information systems also for timely reporting.

35. In paragraphs 63 to 68 the Board discusses the question of ptiocurement
services on behalf of governments, The Office for Project Services prov ides
management services such as the procurement of goods for the use of recipient
Governments funded by donor Governments, The Board’s findings reveal that in
certain instances the Office had no formal contracts with donors to protect
itself against manipulation of f u n d s . Only “preliminary understandings” and
**exchange of notes” between donor and recipient and “management services
agreements” between recipient and UNDP existed, Moreover, the Office even
extended itself by placing purchase orders of almost $3 million without
sufficient funds available in UNDP accounts.

36. The Advisory Committee agrees with the Board’s opinion that preliminary
u derstandings do not provide sound legal basis for activities i n v o l v i n g
$40 million a year. Reliable controt.! l?al links should be established with
both the donor of funda and the reci&s?t of the services rendered by OPS.
Notwithstanding the Administration’s comment that no loss to URDP had ever
occurred under existing arrangements, the Committee believes that the URDP
should give urgent attention to the Board’s recommendations and provide and
report on implementation in the course of the next audit cycle.

37. The Advisory Committee is concerned that the Board of Auditors report
has also revealed serious flaws in the Economists for Africa P r o g r a m m e ,
reported on in paragraphs 82 to 114. In view of the ohortcomings,  the Board
indicates that it “cannot see a sound basis for a valid assessri’lent  of the
Economist Programme that would have justified broadening its ec Jpe to the
currant siae with the consequent budgetary impact”, The Committee believes
that UNDP should give ser!.ous attention to the auditors’ recommendations,
especially  in considering any future expansion of this programme,

/ . . *
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38. In accordance with paragraph 9 of general Assembly resolution 451235, the
Advisory Committee has receivetl  information from the Secretary-general
regarding audit costs for the Board of Auditors with regard to both regular
budget and extrabudgetary resources, The Advisory Committee aoncurs  with the
Secretary-General’s proposals in this connection, and will use the information
provided in the context of its examination of audit aaaignmeats.  The
Committee recommench  that in preparing thrp assignments programmer  the Board
give due attention to the cost-effective use of resources aveJ’able  under t’.e
regular budget as well as extrabudgetary resources.

Rew Ge.F o r - ,
(A/46/5/Add.3).
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