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OFERATTIONS IN THE CONGO

Third report of the Advisory Commititee on Administrative gnd Budgetary
Questions to the General Assembly at 1ts sixteenth session

le The Advisory Commitiee on Administrative and Budgetary Questions has
considered the fivanclal reports and eccounts for 1960, and the related reporis
of the Board of Auditors, in respect of (a) the United Nations and its trust
funds and specisl accounts {including the United Netions Fund for the Congo),
(v) the United Nations participetion in the Expanded Proéramme of Technical
Assistance, and the Technical Assistence Board secretariat, (c) the United
Nations Special Fund (United Nationms as execubing agency and the administrative
budget of and preparatory sllocations to the Menaging Director), (d4) the United
Netions Suez Cenal Surcharge Operation, (e) the United Natious Emergency Force and
(£} the United Netions operations in the Congo.l

2. The Advisory Committee has also reviewed, and ls reporting separately

-on, the 1960 scecounts and related sudit reports in respect of the following

l/ Official Records of the General Assembly, Sixteenth Session, Supplement
No. 6 (A/ETIT)-
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extra-budgetary programmes of the United Wations: the United Nations Children's
and,e the United Nations Relief and Works Agency for Palestine Refugees in

the Near Easté/and the Voluntary Funds sdministered by the High Commissioner for
Refugees.&/ The Advisory Committee's reports relating to these programmes are
contained in documents A/4809, A/4810 and A/4811 respectively.

5+ In eaddition to the reports of the Board of Auditors to the General Assembly,
the Advisory Commlttee had before it a separste memorsndum from the Boerd in which
a number of points of detail concerning the financial administration of the
Organizaetion were brought to the Committee s attention. Anmnexed to the
memorandum was a special report on the financial results of the various revenue-
producing activities of the Organization. The Advisory Committee wishes to record
its appreciation of the special endeavour of the Board in making this informative
annex aveilable, which, as in the past, was extremely useful to the Committee

in its exemination of the 1962 estimates for the activities concerned.

L, The Advisory Committee understands that, pursuant to the undertaking given
at the TO8th meeting of the Fifth Committee on- 25 September 1959, a combined
statement of assets end lisbilities as at 31 December 1960 and s combined
statement of income, expenditures and surplus account for the year 1960, covering
all funds in the custody of the Secretary-Cenersl, wili again be available to

the General Assembly at the time the accounts and audit reports are considered.
Se The several accounts and audit reports enumersted in parsgraphs 1L and 2 of
this report indicate totel gross 1960 expenditures (including unliguidated
obligations) as follows:

2/ Official Records of the General Assembly, Sixteenth Session,
Supplement No. 64, (A/4783}.

Tbid., Supplement No. 6B (4/4982),
Ibid., Supplement No. 6C (a/4781).
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Apprcxirete expenditure
{(millicns of dollars)

United Nations regulaer BUdget « o « o o = « o 65.3

Special Account of the Expanded Programme of
Technical Assistance: United Nations participation a
and - TAB seCretariat L] - L] - - L ] L ] L] . [ ] L ] L] L ] -]—O - 3-/

United Netions Speciael Fund, United Natlons as

executing agency, and Managing Director's o/
admin]etrative oudget and preparatory allocaetions 2.6=
Suez Canal Surcharge Operation « « « o « o o » 6.95/
United Nations Fmergency FOrce + o« o o o o o « 19.0
United Nations operations in the Congo « « « 48
United Wations Children’s Fund . « o o o o » « 2&.59/
United Nations Relief and Works Agency for

Palestine RefUZEeS & « v « » o o o « o s s « 3,7
Voluntary funds administered by the High e
Commissioner for REFUZEES + « « « » o o o o o 16.0

o/

2 e 1,

A separate note will be submitted to the General Assembly on the
expenditures by speclalized agencies and the International Atomic
Energy Agency of technical assistance funds sllocsted from the
Special Account, together with a consolidated statement for the
Account.

A separate note will be submitted to the General Assembly on the
expenditures by specialized agencies and the TAEA as executing
sgencles for Special Fund projects, together with a consolidated
sbatement for the Tund.

Consisting almost entirely of refunds of advances from Governments.
Including $1.5 million reserved for approved projects.

Including $5.8 million reserved for approved projects for which
the agreements are not yet finalized.

6. In considering the report of the Secretary-General on the United Netbions

accounts for 1960, the Advisory Committee paid special heed to the grave

situation in regard to the over-all cash position of the Organirzation as
indicated by the cagh deficit as st 31 December 1960. As st that date, the
defieit, including advances of $2h,654,279 Ffrom the Working Cepitel Fuud,
totalled $34,633,468, In present circumstances, the position will further
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deteriorate. TIn view of the effect this situation must inevitably haeve on the
general financial administration of +the Organization, the Committes inteﬁds 0
keep the matter under scrutiny end, in the light of more recent Information, will
revert to it in due course.

Te The Advisory Committee also wishes to draw attention to0 certsin of the
metters raised in the reports of the Board of Auditors and in its memorandum to
the Committee,

8. In particular, the Board has posed the interesting question of Members'
equity in the various capital assets of the Uhitéd Nations, as shown in

schedule 2 of the accounts, which indicastes credits to Members in accordance
with their respective shares of the payments made toward emortizing the costs
incurred for the mcaulsition of the property in question, but mekes no provision
for the deprecietion to which all buildings and other structureé are subject.
Thus, the assets of the League of Wations were transférred to the Unlted Natiouns
at cost basis end when the credits carried in favour of those Member States
which were glso members of the League of Nations have been liquidated'in 1965,
after payment of the final annual instalment by the United Nations, the originsl
cost price of the Palails des Nations will stili be in the accounts and all

States Members of the United Natlons will have a share in this smount, according
to thelir assessment share in the scales of contributions during the years 1951
to 1965. The same system of crediting the Members' equity is beiﬁg followed

in respect of amortization payments oﬁ the loan from the United States Government
for construction of the Headquarters buildings and for appropriations made for
additional construction costs both at Heedquarters and elsewhere. The Board

has observed "that the money value, especially’ of land, ut alsc of buildings,
has risen s0 much in latter years that deprecilation is probably more than
counter-balanced, at leaét in terms of money and that this ftrend will probably
continue in future". The Board added that "this brings, however, into discussion
an element of speculstlon which should not be used in the study of this problem
for a *going concern' such gs the United Nations." 1In the Board's opinion the
solution lies in the annual writing off of a certain percentage of the original
cost for depreciation, such amount to be deducted from the book value, on the one

hand, and from the Member's equity, on the other. The Board suggests also that
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probebly a certain percentege for resildual velue should be taken into account.

In view of the fact tThat no General Assembly resolutions, including those
instituting the Finsnclal Regulations, contaln any stipulations regarding, or
maklng reference to, the establishment in the annual accounts of credits for
Members! equity in United Nations capitel assets, the Advisory Committee would
agree that this is an issue which merits fubture study.

9.  On & further subject, the Advisory Committee would recall that in

paragraph T of its report on the 1959 accounts,éj it drew attention to a comment
by the Beard of Auditors to the effect that Staff Rule 103.22 on the payment of -
assignment allowences was not as clearly stated as it might have been and that in
& number of cases the correctuess of the decision to grant such allowances was |
consequently found to be in doubt. The Advisory Commlittee has been informed

that persomnel directives have been issued to clarify the provisions in questioni‘
Progress has also been made towards ensuring uniform practice on thig point in
the United Nations and the speéialized agencies. Thus the Administrative
Committee on Co-ordinstion, consgisting of the executive heads of the various
organlzations, has approved a set of policies governing the administration of :
assigmment allowances. Tt would appear that the problem relates not so much to the
rules themselves, but to their practical epplication in variocus quarters. The
Advisory Committee trusts, therefore, that the sdministretion of this allowance
will be reviewed at appropriste intervals.

10. The informastion provided by the Board of Auditors on the disposition of
suppllies and equipment purchased in 1956 in connexion with the United Nations
Observation Group in Lebanon (UNOGIL) indicates that the operation has now been
brought to a close by transfers to g number of United Nations missions during
1960 of all remaining items. The budgets of the missions in question were charged,
within the limits of the respective 1960 appropristions, and a correépoading
credit has been teken to miscellaneous income.

11. The Advisory Committee inguired ms to the action teken in respect to the

defalcations in imprest cash accounts of the United Nations Postal Administfation,

5/ Ioid., Fifteenth Session, Annexes, sgendas item 48, document A/b410.
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which contributed to the net shortage in these accounts in the amount of $20,100.
Tt appears that two cmbezzlements during the past two years were involved, The
two officlals involved were sumrarily dismissed and sppropriste legal action has
been taken under local lsws with regard to prosecution. Investigations by the
Internel Audit Service of the eircumatancés of the defalcations brought to light
the need for a tightening of controls end safeguards, and the Advisgory Commlittee
was informed of the steps which have been teken to thls effect.

12, Im reportiﬁg on ‘the accounts of the Suez Canal Surcherge Operation, the
Board of Auditors indicated that, at 31 December 1960, surcharges amounting to
$2,40L,611 had not yet been collected or were nok covered by special agreements.
On the same ﬂate, edvances from Govermments for finencing the Canal Clearance
Operation which had not yet been refunded amounted to $4,465,737, while &
further sum of $281,498 remained reimburssble to two Govermments For supplies
and services commissioned by the United Nations. The Advisory Committee has
been informed that, as 2 result of negotliations succesafully concluded in the
early months of ;961 with Governments of important users of the canal, it

proved possible to terminete the Surcharge Operation as gt midnight om

15 March 1961, Steps are currently being teken to liquldate the related activity
and a final report on the operation will be submitted in due course.
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