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The meE,ting was called to order at 10.30 a.m. 

AGENDA ITEM 90: FINANCIJ'L REPORTS AND ACCOUNTS, AND REPORTS OF THE BOARD OF 
AUDITORS (continued): 

(a) UNITED NATIONS (A/35/5, vols. I-IV); 

(b) UNITED NATIONS DEVELOPMENT PROGRPJ~~ (A/35/5/Add.l); 

(c) UNITED NATIONS CHILDREN'S FUND (A/35/5/Add.2); 

(d) UNITED NATIONS RELIEEi' AND \·JORKS AGENCY FOR PALESTINE REFUGEES IN THE 
NEAR EAST (A/35/5/Adi.3); 

(e) UNITED NATIONS INSTIIDTE FOR TRAINING AND RESEARCH (A/35/5/Add.4); 

(f) VOLUNTARY FUNDS ADMIIJISTERED BY THE UNITED NATIONS HIGH COMMISSIONER FOR 
REFUGEES (A/35/5/Add.5); 

(g) FUND OF THE UNITED N,\TIONS EIITVIRONMENT PROGRAl.JME (A/35/5/Add.6); 

(h) UNITED NATIONS FUND Ji'OR POPULATION ACTIVITIES (A/35/5/Add.7); 

(i) UNITED NATIONS HABI~tT AND HUMAN SETTLEMENTS FOUNDATION (A/35/5/Add.8) 

Report of the Advisory Conmittee (A/35/437) 

Report of the Board of Auditors on the United Nations International School 
(A/C. 5/35/5) 

l. Mr. SCHMIDT (Federal Republic of Germany) said that item 90 seemed a fitting 
introduction to the Committee's programme of work. It brought before the 
Committee a number of admjnistrative and budgetary items under which it had to 
seek improvements in the ntanagement and financial control of the Organization. It 
also gave the members of the Committee an opportunity to emphasize their 
Governments' continuing ccncern for efficient and economical use of resources, 
effective and tight financial management and the guarantee of sound control 
mechanisms. 

2. The authorities in the Federal Republic of Germany were showing an ever
increasing interest in the strengthening and clarification of financial 
responsibilities within the United Nations, and in the organization and possible 
reorganization of internal and external control and audit procedures. As United 
Nations institutions and funds became more prolific, their mandates became more 
parallel and overlapping. The more widely the geographical locations of United 
Nations offices were dispe~sed, the less advisable it was to continue the 
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established routine. His delegation sincerely hoped that all nations would help 
to speed up the necessary reforms and impart the sense of urgency which such 
reforms deserved. 

3. The many suggestions and specific op1n1ons from the Board of Auditors had 
stimulated within the Secretariat and among Governments a greater concern over 
how the funds of the Organization were administered. The recently completed audit 
manual referred to by the Chairman of the Board of Auditors in his introduction 
was a most useful tool for understanding and appreciating the audit system of the 
United Nations. His delegation was looking forward to the discussion of a 
possible reform of the Board, to which the representative of Canada had referred. 
It supported the underlying objective of the Canadian proposal: to ensure the 
continuity of the audit operations, concentration of responsibility for the audit 
function, and in general the highest professional standards and practices. It 
hoped too that the various organs of the United Nations that had been requested 
to give their opinion on the proposals submitted in 1979 would examine the 
proposals in the light of their objective to improve the organization and practice 
of the external audit function, and consider possible alternatives which might 
help the United Nations to attain the same goal without discarding totally the 
current system together with its advantages. Among those advantages were the 
absolute guarantee of external audit and the clear responsibility of Governments 
entrusted with the audit. Consideration might be given to adjusting the terms 
of office of the members of the Board according to the biennial budgetary cycle. 
It was essential to weigh very carefully the advantages and disadvantages of 
creating a wholly new system. 

4. For a number of years, the Board of Auditors had been calling for a thorough 
overhaul of financial control mechanisms, had been identifying the particular 
weaknesses and had been making precise proposals for change. In almost all the 
areas where the Board had called for reforms, continued efforts were urgently 
needed in order to raise the United Nations financial procedures to a level 
required by the scale and complexities of present-day United Nations activities. 
His delegation appreciated the difficulty of rectifying all at once the many 
weaknesses that had been allowed to accumulate. It wished to know, hm-rever, 
whether by the time the next report of the Board of Auditors was issued the 
Secretariat would be able to confirm that the process of overhauling the 
management and control systems had by and large been successfully concluded. 

5. His delegation sometimes caught glimpses of financial management problems. An 
example was government contributions; there was sometimes a long time-lag between 
the day whan a Government's account was debited and the day when the Secretariat 
seemed to have the funds at its disposal. His delegation also wished to underline 
the need to implement the existing guidelines for establishing and managing trust 
funds and to augment and clarify the instructions. In that connexion, the concern 
of the Board of Auditors was shared by the Advisory Committee on Administrative 
and Budgetary Questions. 
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6. There was evidence to suge;est that the internal audit function was not serving 
adec:tuately as a vital control mechanism and management tool. A strengthening of 
its activities throueh strcne; and effective leadership, a tie;htenine; of its worl<: 
proe;ramme and internal organization, and the provision of speedier access to 
information through computer-based auditing uere among the measures needed to 
revitalize the function. 

7. Despite the measures already taken to reaffirm and reinforce the functional 
responsibilities of the Under-Secretary-General for Administration, Finance and 
1-ianae;ement and the Assistant Secretary-General for Financial Services, some 
difficulties persisted, and not only because of the e;reater independence of offices 
avay from Headquarters. Changes in the proe;ramming and planning process called for 
nev arrangements to ensure ::oherence and co-ordination betvreen proc;ramming and 
bude;eting processes. The harmonization must not lead to a dilution of the 
budc;etary function and of the responsibilities of those in 1vhom the functions of 
Controller were vested. His delegation trusted that the Board of Auditors would 
closely monitor the new dev2lopments and give its advice on how best to integrate 
programme and budget proced1res lvithout weakening the central financial authorities 
in the Organization. 

8. Mr. LAHLOU (Morocco) said that although some improvements had been made in 
the system of financial manae;ement and control, further measure~ were urgently 
needed to redress the remaining wealmesses. The Board of Auditors had noted that 
the policy guidelines for e:>tablishing and managing trust funds were not being 
fully complied with, and that financial reports did not contain sufficient 
information to permit effec~,ive monitorine; of trust fund activities 
(A/35/5, vol. I, chap. II, para. 18). His delegation fully endorsed the Board's 
vie1v that the observations and recommendations previously made afforded a sound 
basis for the improvement and strengthening of the IJresent system of financial 
management and control. 

9. The Board had noted ln connexion with project management systems that project 
objectives 1vere not usually expressed in definitive terms and were sometimes 
confused with outputs and activities (A/35/5, val. I, chap. II, para. 52); there 
should be an independent reYiew and approval of project budgets. The situation 
vrith regard to experts and consultants grew -vrorse from year to year. The policies 
and procedures for processirg, recording and evaluating data on experts and 
consultants had not been prcperly enforced. The strong budgetary measures taken 
to reduce ree;ular budget ex:t,enditures in that area had not been very effective, and 
the costs of consultants anc experts vere sometimes charged to other allotments. 
Such continuing practices lvEre res;rettable. Like the Board, his delegation Has 
concerned about the matters referred to in paragraph 67, in the section on experts 
and consultants (A/35/5, vol. I, chap. II). Certainly the charging of consultants' 
expenditures to other objects of expenditures 1vas contrary to the express vrishes of 
the General Assembly. 

10. The abuses 1-r:i.th rec;ard to travel costs -vrere also to be found in the financial 
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procedures of the United lJations Children's Fund. The Board of Auditors had noted 
that althoup;h travel costs represented a significant element of expenditure within 
UNICEF, the Administration had merely issued periodic administrative instructions, 
without developing a comprehensive statement of its policies on matters related to 
travel (A/35/5/Add.2, chap. II, paras. 5-8). UNICEF should develop a comprehensive 
administrative instruction covering its policies and procedures on travel that 
should be communicated to and complied with by all staff members. Hith regard to 
the procurement system, the lapses it. the administration of contracts -vrere 
incompatible uith the objectives of UNICEF. The many day-to-day anomalies called 
for an enere;etic response by the Administration. His delegation strongly supported 
the recommendations made by the Board of Auditors concerning the Greeting Card 
Operation. Morocco was still awaiting an answer to a question it had often asked 
before; it 1ms still anxious to lmm1 why UNICEF could not consider broadening the 
market for the greeting cards by introducing cards to mark the celebrations in the 
;[oslem calendar. 

11. Since contracts concluded between organizations of the United Nations system 
and companies Here sometimes not entirely adhered to, the organizations should 
insist on adequate legal c;uarantees and include binding provisions in the contracts. 

12. Ul1DP had adopted two measures 1-rhich merited the attention of the Secretariat 
and all United Nations organizations. The first concerned the efforts to have 
adequately qualified and trained field staff in financial functions in the field 
offices (A/35/5/Add.l, chap. I, para. 55). The training courses would be 
successful if such staff were given instructions as to the scope of their 
responsibilities. The second measure concerned the Integrated Systems Improvement 
Project (paras. 81-85). The majority of the new financial and programme management 
systems should be in operation during 1980. If the results -vrere conclusive, the 
Project should offer a useful example to the other organizations of the system. 

13. His delegation attached considerable importance to the question raised at the 
hth meeting concerning the responsibilities of the Controller. It appeared that 
the title of Controller did not properly reflect the functions of the post. His 
delegation wished to lmm·r -vrhat specific functions ~Vere performed by the Controller, 
Hho apparently had duties ~Vithin the administrative hierarchy that l·rere not 
exclusively related to the audit inc; of accounts, ho-vr such functions -vrere linked to 
those of other senior financial officers in the Secretariat and how those functions 
as a 1-rhole uere related to the over-all authority of the Secretary-General. 

lL~. ~1r. PALAl1ARCHUK (Union of Soviet Socialist Republics) said that his 
delegation's high regard for the importance of the Board of Auditors had been 
confirmed by the report of the Advisory Committee (A/35/437). The Administration 
had made real progress towards a sensible set of policies and procedures in the 
areas to which its attention had been directed; the establishment of the Financial 
I1anagement and Control Systems Unit and the increased authority given to the chiefs 
of the administrative and financial services in the Secretariat were welcome. 
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15. His delegation was disturbed, however, by the Board 1 s finding that the 
financial management and control machinery was insufficiently developed: 
improvements were essential. For example, nothing had been done about imposing 
order on the way in which th= Organization's liquid assets were kept, and 
significant financial losses had been incurred as a result. The Committee should 
be informed whether the exis~ing distribution of United Nations resources between 
liCJ_uid and invested assets w:w the best that could be achieved, and >vhat the 
reJ. otion was between the Orc;a.nization 1 s current expenditure and its cash in hand. 

16. Improvements in both financial reporting and allotment control procedures were 
required, and there was a re:li need to strengthen budgetary control over 
extrabudgetary resources and establish clear and precise guidelines and procedures 
to regulate the establishment and manatsement of trust funds. The Board of Auditors 
had also been correct to point out the lack of effective supervision over technical 
co-operation activities. Th{~ systems for the management and control of staff 
resources, of the hiring of {~Xperts and consultants, and of travel by staff members 
were not working at all sati:;factorily. The Board's conclusion that more than 
;~100 ,000 could be saved on the costs of travel by staff members every biennium 
through the greater use of excursion fares (APEX) was all the more interesting in 
view of the fact that, as schedule 1.4 of the Board's report (A/35/5, vol. I) 
showed, far more was spent on travel by staff members than on the travel associated 
with such major United Nations activities as the General Assembly. The 
1'-.dministration should act on the Board's recommendation instead of putting forward 
allegedly cogent arguments for its inability to do so. 

17. There was a lamentable Jack of control over the finances of United Nations 
peace-keeping operations and related contracts for supplies and services. The 
inade~1acies revealed by the Board of Auditors abounded with opportunities for abuse 
and financial manoeuvring at the expense of the Member States. The Soviet Union 
continued to maintain that financial statements relatinc; to the peace-keeping 
operations should be submitted annually, as required by regulations 11.1, 11.4, and 
12.10 of the Financial Regulations and Rules. Furthermore, the Internal Audit 
Division should be instructed to increase its monitoring of the Organization's 
spending on peace-keeping operations. 

18. While his delegation agreed with most of the Board's comments on the need to 
enhance the operation of the Internal Audit Division, it feared that decentralizing 
the Division could prove counterproductive, causing resources to be squandered, with 
work being duplicated and auditors enjoying less independence from local senior 
officials; in the first instance, efforts should be directed towards improving the 
quality of the existints audit :cachinery. 
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19. The financial reports should give fuller information on actual expenditure by 
the United Nations 0 so as to provide a clearer picture of the Organization 1 s 
financial affairs. With those reservations, his delegation was prepared to approve 
the reports of the Board of Auditors. 

20. In the case of UIHS, however, he wished to inform the Committee that the Sovic 
Union had decided to withhold $390,165, representing its assessed share of the 
School 1 s financial requirements, from its contribution to the United Nations budget 
for 1980, and had notified the Secretary-General accordingly. The United Nations 
bore no financial responsibility for the Schnol and took no part in determining its 
financial policy, contributions to UNIS from the budget were therefore illegal. 
The Soviet Union would accept no financial obligation in respect of the School 1 s 
financial deficit, and his delegation thus saw no need to comment on the report of 
the Board of Auditors dealing with that subject. 

21. ~iJF· DE BURGOS-CABAL (Brazil) said that the work of the Board of Auditors -vras 
~ i?~'xamount importance in the continuing effort to prevent squandering of United 

1~at ions resources and bring about a general improvement in their financial 
management. There should be effective management and control not only of regular 
budget funds, but also of extrabudgetary resources~ which far exceeded the former. 

22. His delegation noted with concern that despite the efforts by the 
Administration to correct some anomalies, some weaknesses persisted in the financial 
procedures. As noted by the Advisory Committee on Administrative and Budgetary 
Questions, the Board of Auditors had identified a number of wealmesses in the 
personnel and payroll systems (A/35/437, para. 14). His delegation agreed 1Tith the 
recommendation that those systems should be evaluated, and would like information on 
the results of the study referred to in paragraph 14 of the Advisory Committee's 
report. It would also like to see in the next report of the Board of Auditors 
adequate information on the progress made by the Administration in redressing the 
over··all weaknesses in the system of financial management and control previously 
identified by the Board. 

23. JVIr. WILLIAMS (Panama) said it was a pity that so many delegations showed little 
interest in participating in the consideration of such a major item. By studyin~ 
the reports of the Board of nuditors, Member States could ascertain how the funds of 
the international corr®unity, whether in the form of contributions to the regular 
buQget or of voluntary contributions, were being used. 

24. Two of the corner-stones of the report of the Board of Auditors contained in 
document A/35/5, volume I, chapter II, were the matters of budgetary control and the 
management of trust funds, which were discussed in paragraphs 37-42 and 43-49 
respectively. Although the Board had expressed satisfaction with the progress rrade 
in improving budgetary control over regular budget activities, it had noted that 
allotment control procedures had not improved significantly and certain other 
bud~etary control procedures were not effective. 
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25. He was particularly concerned at the statements on the management of trust 
funds contained in subparagraphs (a) and (c) of paragraph 44. It seemed that an 
official could establish such a fund at will. Even more serious was the report 
that separate bank accounts were not maintained for trust funds at certain offices, 
with the result that voluntary contributions 1vere sometimes being used to finance 
regular budget activities. In other words~ without strict controls such funds 
could be squandered or div2rted to other uses. 

26. He agreed with the representatives of the Federal Republic of Germany and 
Morocco that the Internal Audit Division should be strengthened. If that were done, 
it could exercise over-all control, and respond to most of the criticisms of the 
Board of Auditors. Constant vigilance was required also by a higher authority; for 
that purpose~ the financial manac;er.::ent role of the Assistant Secretary~General 
should be increased. 

27. There had been a suggestion that each regional economic commission should have 
its own internal auditors. He thought that that was a good idea, but would welcome 
the Assistant Secretary-·General' s views a2 to whether it would be useful or feasible 
to extend the Internal Aud:lt Division to the commissions and to other offices which 
handled money, equipment, or any other aspect of United Nations finances. 

28. Mr. BROCHARD (France) said that the Board of Auditors played the lead role in 
efforts to ensure better manae;ement of the Organization 1 s financial resources and 
its activities should not be considered as a mere administrative formality. 
Unfortunately, his delegat:~on could not fail to note that in far too many sectors 
the same recommendations rE~curred, year after year, presumably because they had not 
been follmved up. It therefore remained concerned at the slow pace of progress in 
the adoption and implementation of the measures recommended by the Board, but had 
been pleased to hear from Mr. Ruedas, whom it too would like to be able to refer to 
as the "Controller 11

, that the Secretariat had the firm intention of drawing the 
necessary lessons from the Board's reports. 

29. His delegation endorsE,d all the recommendations of the Advisory Committee on 
the implementation of the proposals made by the Board, and hoped that they w·ould 
soon be put into effect. 

30. Referring to the special report that the Assembly had requested from the Board 
of Auditors on the United l!·ations International School (A/C. 5/35/5), he said that it 
was regrettable that~ under its terms of reference, the Advisory Committee had not 
been able to give its view:: on the matter; thorough consideration by the Advisory 
Committee would have been c,f valuable assistance to the work of the Fifth Committee. 
However, the precise, detailed work done by the Board of Auditors had thrown light 
on all the short-comings in the School's financial operations. vfuile that made it 
easier to understand the reasons for the accumulated deficit, it could not be 
blamed entirely on the economic situation; the real responsibility lay elsewhere, 
and his delegation almost regretted having voted for the appropriations requested 
the previous year. It hoped that it would never be faced ~Vith a similar situation 
in the future> and urged those responsible for running the School to take full 
account of the recommendations set out in the Board's report in order to improve 
their financial management and control methods. 
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31" R1r. PAL (India) said that be was heartened to note substantial progress over 
the past year in implementation of the earlier recommendations of the Board of 
Auditors, particularly the establishment of the Financial Management and Control 
Systems Unit and the improvement of the control of the New York Computing Service 
data centre o It -vras hoped that the Secretariat 1vould continue to take steps in that 
direction. However, it was disturbing to note the continued concern of the Board 
about procurement practices, trust funds, and the lack of control by the Assistant 
Secretary-General over offices away from Headquarters, to which adequate attention 
should be given. 

32. With respect to technical co-operation activities, his delegation shared the 
views of the Board regarding UNIDO. Similar concerns had been expressed by 
delegations to the twentieth session of the Committee for Programme and 
Co-ordination, and it 1-vas hoped that UNIDO would speedily implement its plans for 
project evaluation. 

33. Concerning the Board's recommendations with regard to the possible further 
decentralization o1 the Internal Audit Division by the redeployment of existing 
resources, he wondered whether the Chairman of the Board was in a position to give 
at least a rough indication of the number of posts that would be needed to make the 
Division effective. Any significant increase on the basis of redeployment might 
damage other programmes. However, he agreed that everything possible should be done 
to improve the effectiveness of the Division. 

34. In its report on the United Nations Development Programme (A/35/5/Add.L 
chap. TI),the Board of Auditors had observed that the number and level of posts in 
the UNDP internal audit unit was insufficient to cover its numerous projects around 
the world. The Board had had occasion to make various comments on the subject since 
l9TT~ it was hoped that UNDP vrould give them the attention they deserved. 

35. In paragraph 83 of the Board's report on the United Nations (A/35/5, vol. I, 
chap. II), mention was made of upgrading the skills of the staff of the Internal 
Audit Division and, in that conrexion, he wondered whether the generous offer made 
the previous year by the United States to accept some United Nations internal audit 
staff on its government courses had been accepted and, if so, with what results. 

36. Turning to the matter of procurement of supplies for peace-keeping forces, he 
said that his delegation strongly supported the Board's recommendations, but 
wondered whether all troop-.contributing countries would be expected to supply 
equipment for their own troops. !viany such countries were forced to import supplies, 
especially items of a military nature. 

3(. At the thirty-fourth session his delegation had expressed regret that most 
United Nations funds were invested in developed countries or tax havens. Since that 
apparently continued to be the case, he >vondered >rhat steps the Secretariat was 
taking to remedy the situation. His attention had been drawn in particular to 
schedule (.2, but there were other instances where funds were invested at low rates 
of interest in multinational banks. For example, the United Nations Relief and 
Works Agency for Palestine Refugees in the Near East had some $40 million inves~ed 
in a London bank at a lmr rate of interest. He believed that all the various 
organizations should provide details of investments in futu.re financial statements. 
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38. The disappearance of t1e post of Controller vras reminiscent of that of the 
Cheshire cat in Alice in Ho:1derland. His delegation had no vrish to interfere in the 
vrork of the Secretariat or -~o derogate from the povrers of the Secretary-General, but 
it hoped that the confusion about the post could be cleared up. The General 
Assembly had adopted resolu-~ions 33/10, 34/5 and 34/233, all calling for the 
strengthening of the role o: the Controller) it apparently had legislated about a 
function vrhich did not exis-~. If the Secretary~General believed that there vrere 
good reasons for replacing ~~he fur:: cions of Controller "lvith those of Assistant 
Secretary~General for Finan<!ial Services, then they should be given to the General 
Assembly so that it vrould bE; in a position to decide vrhether or not it vished to 
eliminate the post of Controller. The vie1vs given to the Committee by the Under~
Secretary~General for Admin:_stration, Finance and Management on the subject had 
failed to clear up the confusion. According to paragraph llt of the report of the 
Board of Auditors (A/35/5, vol. I, chap. II), financial rule 111.1 had been revised 
to enhance the responsibilii;ies of the Assistant Secretary-General for Financial 
Services, but the only revir:ion as far as he could see from the version set out in 
chapter I, paragraph 59, of document A/35/5, volume I, vas a reference to the Under
Secretary-.General for Administration, Finance and Management in place of the earlier 
reference to the Controller. Under administrative instruction ST/AI/270 
responsibility for administE:ring rule 111.1 had been delegated to the Assistant 
Secretary-General. However: he could not understand how the function of Controller 
could be strengthened if alJ. mention of it had been expunged from the Financial 
Tiules. He inquired lvhether that meant that the Under-Secretary-General for 
Administration, Finance and Management had become the de facto and ex officio nevr 
Controller, the post of Controller having effectively been abolished. The Under~ 
Secretary~General had statec. that it 1muld not be desirable to amalgamate the post 
of Controller vrith his own; the Board of Auditors, the Advisory Committee and the 
Fifth Committee had never, :tmvever, expressed concern at any ambiguity betvreen the 
pmrers of the Under-Secretary-General and those of the Controller. Under the 
Financial Rules there was orly one instance vrhere the functions of the Under~ 
Secretary-General were mentioned and that ~Vas vrith respect to ex gratia payments. 
Apart from that, it ~Vas his belief that the Assistant Secretary~General (Controller) 
should be responsible for administering the Financial Rules on behalf of the 
Secretary-General. It was not merely a problem of terminology. In the absence of 
any compelling reasons, he telieved that the post of Controller should be revived. 
Other delegations would no doubt address themselves to that issue. 

39. Mr. KEL1AL (Pakistan) said that, as far as the financial report on the United 
Nations vas concerned, it was obvious that the Organization ~Vas in a period of 
transition with respect to its audit procedures and approaches and financial 
management and control by the Secretariat. There 1-rere hopeful signs vrith regard to 
the strengthening of the financial management and control systems, and the 
Committee should give the Secretariat time fully to implement the recommendations 
of the Board of Auditors before rushing into hasty judgements. He noted that the 
'"in2_,ncial i1ianagement and Control Systems Unit had been set up and entrusted 
uith a number of important tasks on il. })rioritv basis. He welcomed the 
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3-ssur'lnces given by the Assist::mt Secretc:ry-Gcneral for Fino.ncial Services 
that every effort would be made to overcome any short-comings reported by 
the Board of Auditors. He had taken particular note of the observations of the 
Board in parae;raphs 78-85 of its report (A/35/5, vol. I, chap. II) on the action 
taken by the Secretariat to improve the effectiveness of the internal audit 
function. As stated in paragraph 17 of the Advisory Comruittee's report (A/35/437), 
it was intended to complete the over-all review of the organizational structure of 
the Internal Audit Division prior to the preparation of the proposed programme 
budget for the biennium 1982-1983. To the extent possible, any proposals should be 
based on the use of existing resources avqilable to the Department of 
Administration, Finance and Hanagement. The Committee would be in a better position 
to draw conclusions at the thirty-sixth session when it would have before it the 
reports on the reorganization of the audit as \vell as comments on proposed reforms 
from all the expert bodies concerned. 

ho. ~·1r. ZINIEL (Ghana) recalled that, in presenting the programme budget for the 
current biennium, the Secretary-General had assured the Committee of his commitment 
to austerity and restraint in the management of the Organization's resources, That 
assurance had been given at a time when the Board of Auditors had reminded the 
General Assembly of the continuing failure of the Secretariat to implement two key 
recommendations concerning management and control systems which the Board had made 
in its report to the thirty~third session. It was encouraging that the Secretariat 
had in the meantime taken steps to implement those recommendations. It was to be 
hoped that the newly established Financial Management and Control Systems Unit, in 
particular, would help to ren1edy the deficiencies which the Board had identified 1n 
the area of financial management and control. The establishment of such a unit 
alone, however, would not solve every problem: sound functional leadership and 
central direction were also essential, as the Board had noted. While welcoming the 
revision of financial rule 111.1, his delegation endorsed the Board's view that 
immediate steps should be taken to reinforce the responsibility of the Assistant 
Secretary--General for Financial Services. It also regarded the s,ction taken to 
improve security and control over the New York Computing Service operations and the 
appointment of a special task force to be positive responses to General Assembly 
resolutions 33/10 and 34/233. 

41. The way in which the Secretariat had managed the budget for the biennium 
1978-1979 should give an indication of how the limited resources available for the 
current biennium would be administered. The marked improvement detected by the 
Board and the Board's own monitoring activities raised hopes that further 
improvements could be expected. His delegation endorsed the various recommendations 
made by the Board in its report. 

42. He endorsed the comments of the United States representative concerning 
allotment control procedures in the United Nations and the financial manual. He 
welcomed the reassurances given by the Assistant Secretary.-General for Financial 
Services that, in spite of delays in the preparation of the manual, its cost vrould 
not exceed the amount approved. Uith ree;ard to the role of the Controller, his 
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delegation 1ms of the vie1< that there vras an urgent need to examine the structure of 
the Department of Adminis1;ration, Finance and Management as a whole" 

43" His delegation l·ras encouraged by the remedial action taken by the Secretariat 
to institute control over the operations of the New York Computing Service~ but 
considered them to be a f~_rst step only" 

44" He noted the tendenc;r of the Secretariat to resort frequently to the revision 
of guidelines whenever a formal complaint was made about its failure to exercise 
authority effectively" Such had been the reaction of the Secretariat to the 
Board 1 s audit report for ·t.he biennium 1976-1977, in which serious deficiencies in 
the financial and administrative control of trust funds had been noted. The Board 
had noted" hm·Tever, that the requirements set forth in the revised policy guidelines 
for establishing and manafing trust funds had not yet been complied \·ri th. \fuile 
agreeing vrith the Board 1 s call for additional guidelines in the areas specified in 
paragraph 46 of its report (A/35/5, vol" I, chap. II), his delegation was not 
optimistic about the efficacy of such action. It strongly endorsed, however, the 
Board's view that the Administration should continue to give priority to monitoring 
compliance with administrative instructions. 

45. His delegation had always regarded the use of consultants and experts to be a 
practical approach to development problems. It was, therefore, greatly disappointed 
that established procedures for the processing, approving, recording and 
accumulating of data on experts and consultants had not been adhered too The 
Secretariat's failure to enforce allotment control procedures and the fact that the 
International Trade Centre made substantial advance payments to experts were 
particularly disturbing. His delegation therefore fully supported the Board's 
recommendations in paragraph 18 of volume III, chapter II, of the financial report 
and paragraph 68 of volume I, chapter II" It also welcomed the appointment of the 
special task force. 

46. His delegation noted ·Nith interest the Canadian delegation's suggestion that 
the United Nations should Jrovide a training programme similar to the one carried 
out by the Canadian Compre1ensive Auditing Foundation. That suggestion should be 
taken up at the thirty-six-~h session" 

lr7" Mr. PEDERSEN (Canada) said that, given the difficulties experienced by UNRVlA in 
carrying out its mandate in the preceding year, he vras surprised at the blandness of 
the Board's report on the agency (A/35/5/Add.3, chap. II). The sizable differences 
between the amounts budgeted, on the one hand, and expenditure and commitments, on 
the other, s~emed to sugge:;t that a number of programmes were not being fully 
imple'1lented, c;specially as the amount spent on staff costs, for example, far 
exceeded the amount budgetE;d. He asked whether funds had been diverted from 
programmes to cover staff l>eparation costs and other related costs. He also wished 
to know Hhat the internal auditing capacity of UNRVJA was" 

48. In the report of the Iioard of Auditors on the accounts of the Office of the 
United Nations High Commisdoner for Refugees (A/35/5/Add.5~ chap. II), the Board 
identified some serious short-ccmings in project implementation relating, inter alia, 
to supplies for refugees, financial records and the coverage of UNHCR programmes by 
the internal audit. The SEcretariat had indicated that action w·ould be taken on all 
the matters to which the Beard had drawn attention. The Board should be requested 
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to monitor the situation to ascertain whether the necessary improvements were made 
and to report on those matters to the Assembly at its next session. 

49. Mr. GUBCSI (Hungary) noted that the late issue of documents had become a kind 
of tradition in the Committee. If members vrere to enhance the effectiveness of the 
Organizationo however, they must be provided with the necessary docuraentation in 
good time. 

50. The United Nations would be able to carry out the enormous tasks entrusted to 
it only if its effectiveness was increased within the existing organizational 
frameworlc. The same was true of the financial management and control of the 
Organization. The reports of the Board of Auditors and of the Advisory Committee 
highlighted the proble11ts which would have to be faced if the effectiveness of 
financial control and management was to be enhanced. A number of familiar problems 
seemed to remain year after year. There had been a lack of significant improvement 
in the financial and administrative control of trust funds. It was to be hoped 
that new budgetary and financial systems for trust funds would be completed and 
become operational by l January 1981. 

51. The Fifth Committee should be kept informed of the review of the 
Organization's payroll and personnel systems which had just been undertaken. 

52. His delegation shared the concerns of the Board of Auditors and the Advisory 
Committee over the weaknesses which continued to exist in the use 9 management and 
control of experts and consultants. He was optimistic that the special task force 
appointed by the Under~Secretary~General for Administration, Finance and Management 
1vould carry out an in-depth examination of the situation and propose effective 
remedies. He formally requested that the planned Secretary-General 1 s bulletin and 
adrninistrative instructions on that subject should be issued before the end of the 
Assembly session so that delegations could examine them. 

53. It was to be hoped that the financial manual that was under preparation would 
be issued as soon as possible and would help to enhance the effectiveness of 
financial control and management. His delegation supported initiatives taken to 
ensure that increased decentralization would go hand in hand with effective 
management and the exercise of financial control. Decentralization must result not 
in the wasting of funds but in wise decisions based on full knowledge of needs, 
priorities and central guidelines. The central management should increase the 
accountability of managers and control over the use of both budgetary and 
extrabudgetary resources. The action suggested in the reports of the Board of 
Auditors and of the Advisory Committee should be taken without delay. 

54. Mr. RUEDAS (Assistant Secretary-General for Financial Services) noted the 
concern 1-rhich had been expressed by a number of speakers with regard to the control 
of extra1,udgetary funds. In his statement to the Committee on 24 September he had 
clearly indicated that procedures for that purpose would be finalized before the 
end of 1980 and would contain a built-in mechanism for the control and auditing of 
extrabudgetary funds. He hoped to be able to report on progress made in that field 
at tbe next session. 
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55. The representative of Belgium had requested further information regarding the 
failure of some offices -;o comply with instructions concerning trust funds. In 
February 1978, instructions had been issued to all finance officers that separate 
accounts should be maintained for trust funds. That did not mean that separate 
accounts were required for each individual trust fund, but rather that all such 
funds should be kept in Ec single separate account. The regional commission which 
had failed to follow that procedure had since taken action to comply with the 
instruction in question. Even before that time, however, there had been no 
question of financing re(;ular budget activity from voluntary contributions; rather 
there had been merely a commingling of resources, which, for the sake of order, 
should have been avoided. The matter would be covered in more detail in the 
guidelines on the managerrent of trust funds to be issued shortly. 

56. The representative cf Belgium had also asked about the management of technical 
co-operation activities, on which expenditure for the biennium would exceed 
$400 million. It would, of course, be deplorable if no evaluation techniques 
were applied to expendit~re of that order or if budgets for each project 
were lightly or haphazardly constructed. It should be noted, however, that the 
comments of the Board derived from a review it had made of UNIDO projects. As 
UNIDO officials had pointed out in June 1980, in some circumstances there were 
cogent reasons for not foLlowing the established guidelines or for employing 
substitute procedures, without measurably reducing the impact of a project. For 
example, the smallness or simplicity of a project might not justify the expense 
of hiring experts or sending a preparatory mission at the project formulation stage, 
or the special situation <)f the recipient country might justify departures from 
the guidelines. On the s-.lbj ect of monitoring, evalution and reporting, UNIDO 
officials had pointed out that schedules were explicitly stated in all recently 
approved projects. He did not wish to hide behind the semi-ritual defence that 
the comments of the Board referred only to UNIDO, even though that was, in fact, 
the case. He fully appreciated the concern of the representative of Belgium and 
others regarding the effe<~tive and efficient use of operational funds for 
technical assistance. He also wished to dispel any notion that project budgets 
were established and approved in only one centre of decision. Normally, there 
were several stages in the improvement of a project budget. The first step in the 
process was the drafting of a project proposal by the UNDP local office in 
consultation with and at i.he request of the Government concerned. At that stage 
the initial estimated outlay was checked by the recipient Government, and costs, 
at least in respect of st(;,ff and fellowships, were calculated on the basis of 
standard costs applied by UNDP or the proposed executing agency. Project proposals 
were carefully reviewed by the executing agency or, in the case of projects 
sponsored by the Departmert of Technical Co-operation for Development, by the 
Programme and Implementation Division, in consultation with whatever substantive 
units of the Secretariat needed to be involved. At that point, the proposal might 
be revised and recasted on the basis of new information available. In the case 
of projects of the Departrrent of Technical Co-operation for Develo~ment, a revised 
proposal would be returned to the field through the Programme and Implementation 
Division, with prior intervention and clearance of a second unit, the Finance Unit. 
Finally, the project and related budget would again be reviewed and approved by 
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UNDP headquarters or the field office, as the case might be. Thus, the procedure 
for reviewing project budgets was quite thorough. 

57. The representative of the Philippines had asked how often the Internal Audit 
Division audited field offices. The Internal Audit Division maintained offices at 
both New York and Geneva, which covered all major established offices, some 
regional offices of the regional commissions, political and peace-keeping missions, 
information centres and field projects. Every effort was made to visit all major 
offices on missions at least every second year. 

58. The representative of Canada had inquired whether the Secretariat intended 
to prepare a comprehensive guide to ensure conformity with contemporary audit 
policies, practices and standards. The process of familiarizing the audit staff 
with contemporary audit practices and techniques was continuing, but it would not 
be possible to prepare such a guide vTithin the available resources without a 
reduction in the current audit coverage, and that would not be prudent. Thus, 
outside expertise would be required to complete the work. 

59. The United States representative, referring to the Board 1 s comments on the use 
of consultants, had stated that the Secretariat hired consultants and charged the 
cost to other objects of expenditure. What the Board had actually said, however, 
was that such costs were sometimes charged to other allotments. He had traced the 
origin of the Board's comment to a 1979 management letter in which the Board had 
noted that temporary assistance funds had at times been used for consultants. 
The Board had cited only one such instance occ11rring at Headquarters but had noted 
that similar instances had come to its attention during audits conducted at offices 
away from Headquarters. That should dispel any impression that the Administration 
was merrily engaged in using consultants and charging the cost against all 
categories of funds. In reality, only temporary assistance funds had been involved. 
Nevertheless> the matter was serious and warranted close attention. A task force 
had been established to deal with the matter because experience had shown that 
existing instructions were confusing to some users in so far as they did not 
distinguish adequately between consultants and contractors or clearly delineate the 
purposes for which outside expertise could be engaged. The spearhead of the effort 
to clarify the situation was the Administrative Management Service. The 
Under-Secretary-General for Administration, Finance and Management had appointed a 
Steering Committee comprising representatives of the Office of Financial Services, 
the Programme Support Division of the Department of Technical Co-operation for 
Development, the Internal Audit Division and several departments regarded as major 
users of outside expertise. The Steering Committee had prepared a draft Secretary
General1s bulletin on the types of personal services used by the Organization and 
administrative instructions on temporary assistance and contractual services, which, 
it was hoped, would be issued by the end of 1980. 

60. Referring to paragraph 60 of document A/35/5, volume I, chapter II, the United 
States representative had asked if some 500 staff members were receiving pay cheques 
which no one knew about or if staff members were kept on the payroll after their 
contracts had expired. As was Gle~r from paragraph 61 (c), the staff in question 
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had not left the Organization, but rather the necessary paperwork to reflect the 
decision to extend their contracts tad not yet been completed. In such cases, 
pay cheques continued to be issued on the basis of certifications issued by 
certifying officers confirr1ing that the staff members were still employed. Unless 
such certification was received by the Payroll Section, all payments would 
automatically be stopped. The procedure was set out in Administrative Instruction 
S'r/AI/221. The alternatiVE' 1vas not to pay someone who was legitimately employed 
unless the related papervrork was completed, and that would be inequitable to the 
staff concerned. It shoulC. also be noted that in July 1980 the Internal Audit 
Division had reported a marked reduction in the number of such cases. 

61. The representative of Japan had asked what action had been taken so far to 
improve procedures for the processing of personnel information. The Director of 
the Budget Division had revieved the functions and procedures involved, which had 
made it possible to define those procedures more sharply. The staff responsible 
for staffing table controlE had been briefed and instructed to follow the 
established procedures. Ccmputerized staffing table systems, which were currently 
limited to staff financed under the regular budget, had been expanded in order to 
ascertain to what extent tbey could be used for staff aQillinistered by offices away 
from Headquarters and staff financed from all sources. 

62. Referring to comments by the United States representative concerning the 
proposed analysis of how posts were authorized and appointments made, referred to 
in the Advisory Committee's report (A/35/437, para. 14), he said that the aim was 
to determine the feasibility of introducing the ex:istinc; procedures for post 
authorization and appointme~t into a combined computerized personnel-to-payroll 
system. 

63. He would endeavour to :ms-vrer the questions asked by other representatives at 
a subsequent meeting. 

64. J'vir. GARRIDO (Philippiw;s) asked the Ass:U:;tant Secretary-General for Financial 
Services if he would also indicate to what e'xtent the United Nations had utilized 
non-convertible currencies, particularly in the hiring of consultants and experts. 

ORGANIZATION OF WORK 

65. Mr. PALAJ'viARCHUK (Union of Soviet Socialist Republics) requested clarification 
with regard to the status of documentation for the session. His delegation had been 
unable to obtain a number of documents which, according to document 
A/C.5/35/L.l/Add.l, were already available. 

66. The CHAIRMAN assured the Soviet representative that document A/C.5/35/L.l/Add.l 
had been based on informaticn provided to the Secretary of the Committee by the 
substantive department concerned. He would personally make a thorough investigation 
of the matter in order to determine -vrhat the status of documentation was. 

The meeting rose at 1.10 p.m. 


