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Letters of transmittal

31 March 2000
Sir,

Pursuant to regulation 11.4 of the Financial Regulations of the United Nations,
as amended by the General Assembly in its resolution 3192 (XXVIII) of 18
December 1973, and rule 311.4 of the Financial Rules of the United Nations Habitat
and Human Settlements Foundation, I have the honour to transmit the financial
report and accounts of the Foundation, including associated trust funds and other
related accounts, for the biennium ended 31 December 1999, which I hereby
approve.

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

Accept, Sir, the assurances of my highest consideration.

(Signed) Klaus T opfer
Acting Executive Director
United Nations Centre for Human Settlements (Habitat)

The Chairman of the Board of Auditors
United Nations
New York



vi

30 June 2000

Sir,

I have the honour to transmit to you the financial statements of the United
Nations Habitat and Human Settlements Foundation, including associated trust
funds and other related accounts, for the biennium 1998-1999 ended 31 December
1999, which were submitted by the Acting Executive Director. These statements
have been examined and include the audit opinion of the Board of Auditors.

In addition, I have the honour to present the report of the Board of Auditors
with respect to the above accounts.

Accept, Sir, the assurances of my highest consideration.

(Signed) Sir John Bourn

Comptroller and Auditor General of the United Kingdom
of Great Britain and Northern Ireland and Chairman
United Nations Board of Auditors

The President of the General Assembly of
the United Nations
New York
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Chapter |

Financial report for the biennium ended 31 December 1999

I ntroduction

1.  The Acting Executive Director has the honour to submit herewith the financial
report, together with the financial statements of the United Nations Habitat and
Human Settlements Foundation, including associated trust funds and other related
accounts, for the biennium ended December 1999. The financial statements have
been prepared in conformity with the United Nations System Accounting Standards.
The accounts were submitted to the Board of Auditors in accordance with financial
regulation 11.4 of the Financial Regulations of the United Nations.

2. As prescribed by regulation 2.1, the financial period of the organization
comprises two consecutive calendar years, the first one of which shall be an even
year. On the recommendation of the Board of Auditors and the Advisory Committee
on Administrative and Budgetary Questions, the General Assembly at its twenty-
ninth session decided that there was no need for the Board to submit a formal audit
report to the Assembly to cover the first year of the biennium.

3. It was further agreed that, should the Board’s work in auditing transactions that
occurred in the accounts of the first year reveal situations that should be brought to
the attention of Member States, the Board would report these to the Advisory
Committee, which, if it thought necessary, would bring them to the attention of the
General Assembly. The Board conducted an interim audit of these accounts and did
not report to the Advisory Committee any situation that should be brought to the
attention of Member States.

4.  Comparative figures for the biennium 1996-1997, as appropriate, have been
reflected in the financial statements. The present financial report has been kept to
the minimum in accordance with United Nations guidelines.

5. The financial statements and the notes thereon are an integral part of the
financial report.

L evels of appropriations, allocations, allotments, expenditures and
commitments

6. The Commission on Human Settlements, in its decision 17/20 taken 14 May
1999, approved for the biennium 1998-1999 a level of expenditures for the
Foundation project activities of $16,400,000 and an appropriation of $4,610,300 for
the programme and programme support costs budget.
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7.  The total appropriations, allocations and expenditures in respect of project
activities and programme support cost activities for the biennium 1998-1999 ended
31 December 1999 (in United States dollars) are:

Unexpended Unexpended

Expenditure Appropriation Allocation Expenditure appropriation allocation

Project activities 16 400 000 15000998 13 740 155 2659845 1260 843

Programme and programme

support cost activities 4610 300 4610300 4245561 364 739 364 739
Total 21 010 300 19611298 17985716 3024584 1625582
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Chapter |1

Report of the Board of Auditors

Summary

The Board of Auditors has audited the United Nations Habitat and Human
Settlements Foundation at its headquarters in Nairobi. The Board also validated the
financial statements of the Foundation for the biennium ended 31 December 1999.

The Board’s main findings are as follows:

(a) The Foundation did not fully comply with the United Nations System
Accounting Standards insofar as it disclosed accounts receivable and accounts
payable in net instead of gross terms. This led to an understatement of accounts
receivable and accounts payable in the amount of $294,264 and $248,501,
respectively;

(b) By May 2000, the Foundation had collected a high proportion of
earmarked (99 per cent) and non-earmarked (95 per cent) pledges in respect of the
biennium 1998-1999;

(¢) Expenditures exceeded allotment limits by a total of $1.27 million in
respect of 11 trust funds and by $0.41 million in respect of 3 earmarked projects,
indicating weak budgetary control and expenditure monitoring;

(d) In 12 out of 28 cases, the Foundation did not select consultants on a
competitive basis contrary to the requirement of the comprehensive guidelines for the
use of consultants.

The Board made recommendations to improve compliance with the United
Nations System Accounting Standards, to strengthen the monitoring of expenditure
and to improve the process for selection of consultants.

A list of the Board’s recommendations is included in paragraph 11 of the
present report.
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A.

I ntroduction

1. The Board of Auditors has audited the financial statements of the United
Nations Habitat and Human Settlements Foundation for the period from 1 January
1998 to 31 December 1999 in accordance with General Assembly resolution 74 (1)
of 7 December 1946. The audit was conducted in conformity with article XII of the
Financial Regulations of the United Nations and the annex thereto and the common
auditing standards of the Panel of External Auditors of the United Nations, the
specialized agencies and the International Atomic Energy Agency. These auditing
standards require that the Board plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from material misstatement.

2. The audit was conducted primarily to enable the Board to form an opinion as
to whether the expenditures recorded in the financial statements for the period from
1 January 1998 to 31 December 1999 had been incurred for the purposes approved
by the General Assembly; whether income and expenditures were properly classified
and recorded in accordance with the Financial Regulations and Rules; and whether
the financial statements of the Foundation presented fairly the financial position as
at 31 December 1999. The audit included a general review of financial systems and
internal controls and a test examination of the accounting records and other
supporting evidence to the extent the Board considered necessary to form an opinion
on the financial statements. The audit was carried out at the headquarters in Nairobi.

3. In addition to the audit of accounts and financial transactions, the Board
carried out reviews under article 12.5 of the Financial Regulations of the United
Nations. The reviews included the internal financial controls, programme
management and, in general, the administration and management of the United
Nations Centre for Human Settlements (Habitat).

4.  The functions relating to human resource management and other staff-related
services, common conference services, finance operations, general support services,
including contracts and procurement, and information facilities, were transferred to
the United Nations Office at Nairobi with effect from I January 1996.

5. The Board continued its practice of reporting the results of specific audits to
the Administration through management letters containing detailed observations and
recommendations. This practice helped in maintaining an ongoing dialogue with the
Administration on audit issues.

6. In accordance with section A, paragraph 7, General Assembly resolution
51/225 of 3 April 1997, the Board noted that there was only one recommendation
outstanding prior to the biennium 1996-1997. The Board had recommended in the
bienniums 1990-1991, 1992-1993 and 1994-1995 that the Administration identify
weaknesses in project coordination and management control with a view to
improving project implementation. The Board urges the Administration to
implement this recommendation.

7. In accordance with General Assembly resolution 48/216 B of 23 December
1993, the Board also reviewed the measures taken by the Administration to
implement the recommendations made in its report for the biennium ending 31
December 1997. Details of the action taken and the comments of the Board are set
out in the annex to the present report.
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8. The General Assembly, in its resolution 52/212 B of 31 March 1998, accepted
the recommendations of the Board of Auditors for improving implementation of its
recommendations approved by the Assembly subject to the provisions contained in
the resolution. The Board’s proposals which were transmitted to the General
Assembly in a note by the Secretary-General (A/52/753, annex) included the
following main elements:

(a) The need for specification of tables for the implementation of
recommendations;

(b) The disclosure of office holders to be held accountable;

(c) The establishment of an effective mechanism to strengthen oversight in
regard to the implementation of audit recommendations. Such a mechanism could be
in the form of either a special committee comprising senior officials or a focal point
for audit and oversight matters.

The Board noted that the Foundation had generally complied with those
requirements.

9. A summary of recommendations is contained in paragraph 11. The detailed
findings of the audit are reported in paragraphs 12 to 33.

10. The present report covers matters that, in the opinion of the Board, should be
brought to the attention of the General Assembly. The Board’s observations on all
matters contained in the report were communicated to the Administration, which
confirmed the facts on which the Board’s observations and conclusions were based
and provided explanations and answers to the Board’s queries. The report is divided
into two parts, covering the audit of the financial issues and management issues,
respectively.

Recommendations

11. TheBoard recommendsthat the Administration:

(a) Disclose accounts receivable and accounts payable in gross terms
rather than in net terms in accordance with the United Nations System
Accounting Standards (para. 14);

(b) Apply strict expenditure control over each trust fund and project to
ensure that expenditures do not exceed the authorized limits of allotment in
accordance with existing rules (para. 22);

(c) Comply fully with the comprehensive guidelines for the use of
consultants, as accepted by the General Assembly (para. 29);

(d) Updatethe roster of consultants and provide it to the United Nations
Office at Nairobi to facilitate the development of a computerized central roster
of consultants (para. 31).

Financial issues

United Nations System Accounting Standards

12. The Board assessed the extent to which the financial statements of the
Foundation for the biennium 1998-1999 conform to the United Nations System
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Accounting Standards. The review indicated that the presentation of the financial
statements was generally consistent with those Standards except that accounts
receivable and accounts payable were presented in net rather than gross terms, as
discussed below.

Disclosur e of accountsreceivable and accounts payable

13. Statement X disclosed combined accounts receivable of $735,660, after netting
off negative balances totalling $294,264. Similarly statement X showed combined
accounts payable of $689,663, after netting off negative balances totalling $248,501.
This treatment was contrary to United Nations System Accounting Standards, which
require that significant items should not be offset against other items without
separate identification.

14. The Board recommends that the Administration disclose accounts
receivable and accounts payable in gross rather than in net terms in
accordance with the United Nations System Accounting Standards.

Pledges

15. Of the total pledges of $13,237,982, due for collection, the Foundation
collected some $11,489,582 (86.79 per cent), leaving a balance of $1,748,400 (13.21
per cent) at 31 December 1999. At May 2000 the status of collection of earmarked
and non-earmarked pledges for the biennium 1998-1999 was 99 per cent and 95 per
cent, respectively.

16. The Administration informed the Board that a central database had been
established to monitor the collection of pledged contributions and reminders had
been sent to Governments that had not paid their pledges. In addition, at every
meeting of the Committee of Permanent Representatives, a schedule is distributed
with an updated status report of the payment of non-earmarked pledges. However,
the Administration stressed that delays in payment are inevitable since the financial
period of countries and the Foundation do not coincide.

17. The Board was pleased to note the good progress made by the Administration
in collecting pledges.
Write-off of losses of cash, receivables and property

18. The Administration informed the Board that a total amount of $2,109,855,
comprising uncollectible receivables of $68,755 and an amount of $2,041,100 in
respect of the United Nations Conference on Human Settlements (Habitat II) had
been approved for write-off.

Ex gratia payments

19. The Administration informed the Board that no ex gratia payments had been
made during the biennium 1998-1999.
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M anagement issues
Programme management

Expenditure control

20. The Board noted that the Foundation had incurred expenditures totalling
$4,838,650 on 11 trust fund projects, which was $1,270,817 in excess of the agreed
allotments of $3,567,833. The Board also noted that the Foundation had incurred
expenditures totalling $1,933,936 on three earmarked projects, which was $413,797
in excess of the agreed allotments totalling $1,520,139.

21. The Board was concerned at the significant overexpenditure on both the trust
funds and the earmarked projects, in excess of the allotments. This indicated weak
budgetary control and expenditure monitoring. The Board recalls the comments
made in its report on the Foundation for the biennium 1994-1995, wherein the Board
had reported on excess expenditures incurred in Habitat 11, and which had eventually
resulted in a significant write-off as referred to in the present report.

22. The Board recommends that the Foundation apply strict expenditure
control over each trust fund and project to ensure that expenditures do not
exceed the authorized limits of allotmentsin accordance with existing rules.

Human resources management

Selection of consultants

23. Comprehensive guidelines set out in document A/53/385 provide that to ensure
selection of consultants on a more competitive basis, departments and offices are
required to consider several qualified candidates for each assignment. In rare cases,
a single candidate may be considered for engagement on an exceptional basis, but a
reasoned and documented justification should be recorded before selection.

24. The Board reviewed 28 special service agreements and noted that in 12 of the
agreements (43 per cent) only one candidate had been considered, thereby
suggesting that the selection of the consultants was not done on a competitive basis.

25. The Foundation informed the Board that a single candidate had been
considered for hiring because, inter alia, there was an extension of a previous
assignment or expansion of a previous completed assignment; the consultant had
been closely related to the projects from the outset; or had worked on the previous
project; or no other candidates in the field had been identified.

26. The Board was concerned that the Foundation had not applied the
comprehensive guidelines, which permit consideration of a single candidate in rare
cases. In 43 per cent of the cases the Foundation had engaged consultants on a single
candidate basis.

Terms of reference of consultants

27. Administrative instruction ST/AI/1999/7 requires that heads of departments
and offices should ensure that detailed terms of reference describing the work to be
performed are prepared well in advance of the engagement of the consultant and
submitted in a timely manner to the executive or administrative office for
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processing. The proposed work assignment should cover all the functions to be
performed and may not include functions which have been assigned to staff
members in the recent past or are intended to be so assigned in the near future. The
request to hire a consultant may not be processed, nor a contract of engagement
issued, unless the head of the department or office certifies that the condition has
been met.

28. In the review of the 28 special service agreements, the Board noted that in 7
special service agreements the terms of reference for the work assignment of the
consultants did not include relevant indicators such as timeliness, value of the
services rendered in relation to the costs and achievement of results/objectives
necessary for the evaluation of performance.

29. The Board recommends that the Foundation comply fully with the
comprehensive guidelines for use of consultants, as accepted by the General
Assembly.

Roster of consultants

30. Of 17 consultants hired during 1999, only 5 were listed in the Habitat roster.
The Board noted that Habitat had not provided the United Nations Office at Nairobi
with the information needed to maintain a central roster of qualified candidates.

31. The Board recommends that, as required by existing policies, the
Administration update the roster of consultants and provide it to the United
Nations Office at Nairobi to facilitate the development of a computerized
central roster of consultants.

Cases of fraud and presumptive fraud

32. The Administration reported one case of fraud during the biennium 1998-1999
involving an amount of $104,500 advanced to a supplier for the purchase of water
supply equipment for a technical cooperation project executed by Habitat. The
supplier failed to deliver the equipment despite having received the advance
payment, which represented 40 per cent of the cost. At the time of the audit, the case
was under investigation by the Office of Internal Oversight Services and no amounts
had been recovered.

33. In order to prevent a recurrence, the Administration has reduced the maximum
level of mobilization advance payable from 40 per cent to 10 per cent.
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Annex

Follow-up on actionstaken in implementing the
recommendations of the Board of Auditorsin its
report for the biennium ended 31 December 19972

Recommendation 11 (a)

1.  The Administration should prepare the financial statements in conformity with
the United Nations System Accounting Standards.

M easures taken by the Administration

2. The financial statements for the biennium 1998-1999 were prepared in
accordance with the United Nations System Accounting Standards.

Comments of the Board

3. While the Board accepts that the financial statements generally comply with
the United Nations System Accounting Standards, the Board comments further in
the present report on accounts receivable and accounts payable.

Recommendation 11 (b)

4.  The Administration should review the need for starting an operating reserve in
accordance with administrative instructions.

M easures taken by the Administration

5.  In the current biennium (1998-1999) an operational reserve has been set up in
the special account for programme support costs.

Comments of the Board

6. The recommendation has been implemented.

Recommendation 11 (c)

7.  The Administration should review the basis of its fund-raising strategy, with
the aim of increasing the quantum of contributions, especially those that are not
earmarked.

M easures taken by the Administration

8. The Administration is in constant contact with donor Governments with a view
to increasing donor confidence. It is envisaged that this will culminate in increased
non-earmarked contributions.

Comments of the Board

9.  The Board will keep this matter under review.

10

* Official Records of the General Assembly, Fifty-third Session, Supplement No. 5H
(A/53/5/Add.8), chap. 11, para. 11.
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Recommendation 11 (d)

10. The Administration should analyse the reasons for substantial time overruns in
projects and take corrective measures.

M easures taken by the Administration

11.  Unit coordinators and programme management officers have been instructed to
properly justify and document the reasons for budget increases and for project
delays or extensions.

Comments of the Board

12. The Board takes note of the measures taken by the Administration and will
keep this matter under review.

Recommendation 11 (e)

13. The Administration should set a time-frame for closing the projects financially
soon after their operational closure.

M easures taken by the Administration

14. Unit coordinators and programme management officers have been instructed to
reduce the time lag between operational closure and financial closure of projects.
Comments of the Board

15. The Board takes note of the measures taken.

Recommendation 11 (f)

16. The Administration should ensure that full documentation is maintained in the
relevant project files and enhance the information in the statement of closed projects
to show full details of project out-turn and delivery as a means of evaluating
performance.

M easures taken by the Administration

17. Unit Coordinators and Programme Management Officers have been instructed
to ensure that full documentation is maintained in the relevant project files and basic
documents on projects implemented by the Rio and Fukuoka Offices are made
available at headquarters.

Comments of the Board
18. The Board takes note of the measures taken and will keep this matter under
review.

Recommendation 11 (g)

19. The Administration should take steps to generate information on actual costs
of production and other expenses in order to control costs and help in the pricing of
publications.

11
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12

M easures taken by the Administration

20. Collaboration for joint sales policies has been initiated with the United Nations
Environment Programme (UNEP) and the United Nations Office at Nairobi.
Comments of the Board

21. The Board will keep this matter under review.

Recommendation 11 (h)

22. The Administration should finalize contracts with transparency and in
accordance with the financial rules, and obtain the requisite approvals before the
contracts are awarded.

M easures taken by the Administration

23. The United Nations Office at Nairobi is implementing the recommendation as
required by the financial rules 110.16 and 110.24 and the United Nations
Procurement Manual. The United Nations Office at Nairobi ensures that as per
financial rule 110.17 all contracts to be entered into that involve commitment to a
single contractor in respect of a single requisition in a series of related requisitions
totalling $150,000 are presented to the Local Committee on Contracts.

Comments of the Board

24. The Board will keep this matter under review.
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Chapter 111
Audit opinion

We have audited the accompanying financial statements, comprising
statements 1 to XI of the United Nations Habitat and Human Settlements
Foundation, including associated trust funds and other related accounts and the
supporting notes to the financial statements for the period from 1 January 1998 to
31December 1999. These financial statements are the responsibility of the Executive
Director of the United Nations Office at Nairobi. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the common auditing standards of
the Panel of External Auditors of the United Nations, the specialized agencies and
the International Atomic Energy Agency. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test
basis, and as considered by the Board of Auditors to be necessary in the
circumstances, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by the Executive Director, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a
reasonable basis for the audit opinion.

In our opinion, these financial statements present fairly, in all respects, the
financial position at 3] December 1999 and the results of operations and cash flows
for the period then ended in accordance with the organization’s stated accounting
policies set out in note 2 to the financial statements which were applied on a basis
consistent with that of the preceding financial period.

Further, in our opinion, the transactions of the United Nations Habitat and
Human Settlements Foundation which we have tested as part of our audit, have in all
significant respects been in accordance with the Financial Regulations and
legislative authority.

In accordance with article XII of the Financial Regulations, we have also
issued a long-form report on our audit of the financial statements of the United
Nations Habitat and Human Settlements Foundation.

(Signed) Sir John Bourn
Comptroller and Auditor General of the
United Kingdom of Great Britain and Northern Ireland

(Signed) Osei Tutu Prempeh
Auditor-General of Ghana

(Signed) Celso D. Gangan
Chairman, Philippine Commission on Audit

30 June 2000

13
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Chapter IV
Certification of thefinancial statements

31 March 2000

I certify that the appended financial statements of the United Nations Habitat
and Human Settlements Foundation, including associated trust funds and other
related accounts, numbered I to XI, are correct.

(Signed) Klaus T opfer
Acting Executive Director
United Nations Centre for Human Settlements (Habitat)

14
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Chapter V
Financial satementsfor the biennium ended
31 December 1999

15
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(@)

Notesto thefinancial statements

Note 1
United Nations Habitat and Human Settlements Foundation and
its objectives

On 16 December 1974, the General Assembly adopted resolution 3327
(XXIX), by which it created the United Nations Habitat and Human Settlements
Foundation. On 19 December 1977, the General Assembly adopted resolution
32/162 by which it established a secretariat (the United Nations Centre for Human
Settlements (Habitat)) and a Commission on Human Settlements. The main
objectives of the Foundation are:

(a) To assist countries and regions in increasing and improving their own
efforts to solve human settlements problems;

(b) To promote greater international cooperation in order to increase the
availability of resources of developing countries and regions;

(¢c) To promote the integral concept of human secttlements and a
comprehensive approach to human settlements problems in all countries;

(d) To strengthen cooperation and co-participation in this domain among all
regions;

(e) To ensure the harmonization of human settlements programmes planned
and carried out by the United Nations system; to coordinate human settlements
activities in the United Nations system, to keep them under review and to assess
their effectiveness at the inter-secretariat level;

(f) To supplement the resources of the regions in formulating and
implementing human settlement projects when required;

(g) To provide the focal point for a global exchange of information about
human settlements; to initiate public information activities on human settlements in
cooperation with the Department of Public Information of the United Nations
Secretariat;

(h) To promote collaboration with, and involvement of, the world scientific
community concerned with human settlements.

Note 2
Summary of significant accounting policies

The following are the significant accounting policies of the United Nations
Habitat and Human Settlements Foundation:

Financial regulations

The accounts are maintained in accordance with the Financial Regulations of
the United Nations as adopted by the General Assembly, the rules formulated by the
Secretary-General as required under the regulations, including the special annex of
the financial rules of the United Nations Habitat and Human Settlements
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(b)

(©

(d)

(€)

Foundation, specific decisions of the Commission on Human Settlements and
administrative issuances, and in conformity with generally accepted accounting
principles.

The United Nations and the Foundation follow the United Nations System
Accounting Standards (A/48/530, annex), and where departures from the standards
occur as a result of decisions of the legislative bodies of individual organizations,
attention is drawn to each instance in the statement of significant accounting
policies included in the financial statements.

Regular budget of the United Nations

The regular budget of the United Nations meets part of the costs of the
secretariat of the Foundation established under resolution 32/162 of 19 December
1977. Details of the expenditures under the regular budget may be found in the
financial report and audited financial statements of the United Nations. They are not
considered further in the present report.

Financial reserve

As stated in rule 311.2 (b) of the Financial Rules of the Foundation, the
purpose of the general financial reserve is to guarantee the financial liquidity and
integrity of the Foundation, to compensate for uneven cash flows and to meet such
other similar requirements as may be decided upon by the Commission on Human
Settlements. The level of the financial reserve is determined from time to time by
the Commission, and in accordance with paragraph 2 of resolution 2/2 of 4 April
1979, the Executive Director set up the financial reserve at a level of $281,600 in
1979 to cover the period from 1 January 1979 to 30 June 1980. The financial reserve
was last adjusted in 1989 to a level of $1,002,663, equivalent to 9.89 per cent of the
total programme of work of the Foundation approved by the Commission for the
biennium 1988-1989. The reserve has remained unchanged since 1989.

Operational reserve

As stated in administrative instruction ST/AI/286, an operating reserve
maintained at the level of 20 per cent of the estimated annual programme support
income is required to be held in a separate account at all times to protect against
unforeseen shortfalls in delivery, inflation and currency adjustments or to liquidate
legal obligations in case of abrupt terminations of activities financed from
extrabudgetary resources. Accordingly, in the current biennium, an operational
reserve has been set up in the special account for programme support costs.

Basis of accounting

The financial statements are prepared on the historical cost basis of accounting
and have not been adjusted to reflect the effects of changing prices for goods and
services.
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Fund accounting

The accounts are maintained on a “fund accounting” basis and each fund is
maintained as a distinct financial and accounting entity with a separate self-
balancing double entry group of accounts. Separate financial statements are prepared
for each fund or for a group of funds of the same nature.

Financial period

The financial period of the Foundation is a biennium and consists of two
consecutive calendar years.

Accrual basis

The income and expenditure and assets and liabilities are recognized on the
accrual basis of accounting.

Translation of currencies

The accounts of the Foundation are presented in United States dollars.
Accounts maintained in other currencies are translated into United States dollars at
the time of transaction at rates of exchange established by the Treasurer of the
United Nations. In respect of such currencies, the financial statements reflect the
cash, investments and unpaid pledges in currencies other than United States dollars,
translated at the applicable United Nations rates of exchange in effect as at the date
of the statements.

Contributions

Pledges are recorded as income on the basis of a written commitment by
prospective donors to pay monetary contributions at a specified time or times. In the
previous biennium, pledges received for future years were recorded as deferred
income and reported as such in the financial statements. This practice has been
discontinued in line with external auditors’ recommendations.

Investments

Funds on deposit in interest bearing accounts are shown in the statement of
assets and liabilities as cash and term deposits.

Deferred charges

Deferred charges comprise expenditure items that are not properly chargeable
in the current financial period and will be charged as expenditure in a subsequent
financial period. For balance sheet statement purposes, only that portion of the
education grant advance that is assumed to pertain to the scholastic year completed
as at the date of the financial statement is shown under deferred charges. The full
amount of the advance is maintained in the accounts receivable from staff members
until such time as the staff member produces the required proof of entitlement to the
education grant, at which time the budgetary account is charged and the advance
recovered.
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Fixed assets

Furniture and other non-expendables are not included in the assets of the
Foundation. Acquisitions are charged against the appropriate budget accounts in the
year of purchase.

Contingencies

No provision is made in the Foundation for end-of-service benefits including
accrued annual leave, and for post-retirement benefits. However, provision to meet
contingent liabilities for compensatory payments under appendix D to the Staff
Rules of the United Nations for personnel financed under trust funds and the
Foundation has been made and is calculated on the basis of 1 per cent of net base

pay.

Should the Danish International Development Agency (Danida) not undertake
to recompense the Foundation for the excess of cumulative expenditures over
pledged income the shortfall would be taken to reduce the special account for
programme support costs. This shortfall is currently estimated at $1,149,107.
Miscellaneousincome

Miscellaneous income consists of the following items:

(i) Refund of expenditures charged to prior financial periods;

(i) Monies accepted in respect of which no purpose is specified;

(iii) Uncashed cheques one year from their date of issuance;

(iv) The proceeds from the sale of surplus property.

Liquidation of prior period obligations

Savings from the liquidation of prior periods obligations relating to
programme costs are credited directly to the fund balances. Savings relating to
project costs are credited to the project.

Note 3
Accounts receivable

The accounts receivable balance comprises:

United States dollars

Staff members 560 657
Vendors/Non-staff 175 003
Total 735 660
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Note 4
Deferred charges

The deferred charges at 31 December 1999 relate to education grants.

The portion of the education grant advance which is assumed to pertain to the
scholastic year completed as of the date of the financial statement is shown as
deferred charges for balance sheet purposes only.

Note 5
Inter-fund balances

The following is the breakdown of the inter-fund balances at 31 December
1999:

Receivable United States dollars
Due to the Foundation 4334 130
Due to the special account for programme
support costs 3135983
7470 113
Payable
Due by the Foundation (7969 906)
Due by the Danida Trust Fund (2383 896)

(10 353 802)

Note 6
Accounts payable

The accounts payable balance comprises:

United States dollars

Staff members 60 683
Non-staff 628 980

689 663
Note 7

Non-expendable property

The value of non-expendable property, at cost, at Habitat headquarters and at
its overseas offices is $1,384,828 according to the cumulative inventory records of
Habitat at 31 December 1999. In accordance with United Nations accounting
policies, non-expendable equipment is not included in the fixed assets of the
organization but is charged against the current allocations.
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Note 8
Habitat |1

The amount due from the Habitat IT debt of $2,041,100 to the Foundation has
been written off with the authority of the Secretary-General.

Note 9
Write-off of receivables and provision for uncollectable accounts

(a) In accordance with the Financial Rules and after full investigation, a
write-off of uncollectable receivables amounting to $68,755 was approved by the
United Nations Controller. In each case it was determined, in the light of facts
known at the time, that (i) responsibility for the loss could not be fixed and attached
to any United Nations official; (ii) every effort had been made to collect the amount;
and (iii) further collection efforts would be fruitless. The write-offs have been
included in prior period adjustments in the accounts of the Foundation, as the debts
originated in prior bienniums.

(b) The Acting Executive Director has further approved the establishment of
a provision for uncollectable accounts amounting to $739,073, relating to debts
where recovery is unlikely. The provision has been recorded as a prior period
adjustment in the accounts of the Foundation, as the debts originated in prior
bienniums, as shown below:

United States dollars

1997 120 965
1996 105 765
1995 57 417
1994 30 420
1993 and earlier 424 506

Total 739 073

(c) Non-recording of the write-offs and provisions in the earlier bienniums
accounts is a result of deficiencies in the past accounting systems of Habitat and the
United Nations Office at Nairobi. These deficiencies have been overcome in the
current biennium as a result of extensive work done to substantiate the receivable
amounts.
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