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N 1 rv- en 

The Secretary-General has the honour to transmit to the members of the 
General Assembly the summary of the principal findings and conclusions for 
remedial action of the Board of Auditors, contained in its reports to the 
General Assembly on the audit of the accounts for the financial period ended 
31 December 1990, prepared by the Board of Auditors in accordance with General 
Assembly resolution 451235 of 21 December 1990 (see annex). 
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better of transmittal 

2 July 1991 

Sir, 

I have the honour to tranrrmit to you in accordance with the regue8t by 
the General A88embly in paragraph 25 of re8olution 451235,the document 
8umararizing the principal finding8, conclurrionrr and recormlendationls of comon 
intere8t, Cla88ified by audit area, contained in the report8 prepared by the 
Board of Auditor8 for the General A88embly at it8 forty-8irth 8e88ion. 

Accept, Sir, the a88urance8 of my highest consideration. 

(w) Heinr Gijnter ZAVBLBBRG 
Pre8ident of the Federal Court 

of Audit of Germany 
andchairman 

United Nation8 Board of Auditor8 

The Secretary-Gexwral of the Unitmd INation 
New Yorlc, I.% 
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. 
Tntroductum 

1. In paragraph 25 of its resolution 451235 of 21 December 1990, 
the General A88mbly recommended that the Board of Auditor8 continue to 8ubrait 
to it a conci8e document mmari8ing it8 principal finding8, 'conclusion8 and 
recomendations of common intererrt, classified by audit area and, where 
appropriate, identifying the audited organiration. 

2. The finding8, conclu8ion8 and recomnendation8 included in the pre8ent 
report are only tho8e of relative importance in audit area8 of common intere8t 
to the organi8ation8 being reported on. Findingrr, conclurrion8 and 
recomendation8 that are not of comnon intererrt to the organisations audited 
will be found in the individual reportrr. . 

3. For the pre8ent se&ion of the General A8sembly, the Board ha8 prepared 
report8 for the following organi8ation8 which have annual financial periOd8: 

Voluntary Fund8 Adnrini8tered by the United Nations High 
Comi88ioner for Refugee8 (UHHCR)t 

United Ration8 Relief and Work8 Agency for Palerrtine 
Refugee8 in the Rear Ra8t (UNRWA)t 

United Ration8 Institute for Training and Research (URITAR). 

4. In paragraph 8 of re8olution 451235, the General A88embly invited the 
Board Of Auditor8 to i88u8 a 8pecial report for United Nation8 OrgMi8atiOnS 

audited on a bienni-al ba8i8 for the fir8t year of each biennium through the 
Advi8ory COmitt88 on Adminirrtrative and Budgetary Que8tion8, if in the 
opinion of the Board there were matter8 that needed to be brought to the 
attention of the governing bOdi88 and/Or the General A$8eR\bly. Accordingly, 
the Board ha8 prepared mid-biennium report8 on the following organiration8: 

United Ration8 Development Programme (UNDP)t 

United Ration8 Population Fund (UNFPA); 

International Trade Centre (ITC). 

5. The Board alro examined the account8 of the United Ration8 Joint Staff 
Penrion Fund, aad the audit report thereon will be included in the report of 
the United Nation8 Joint Staff Penrion Board. 

6. Th0 principal finding8, cOnClu8iOn8 Md recomnendationr Of common 
intemrrt, Cla88ified by audit area are rot forth below. 

/ 0.0 
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7. In UHDP, considerable over-expenditure8 a8 well a8 un8pent balance8 Of 
project budgM8:iPdiCate defiaionoie8 ia project managemnt by the Office for 
Pre@ctz Servicer: (OPS); TM Board rocomended that budget amage8mnt and 
caa&etiik of-.projectsexecuted by OPS need to be’ improved effectively. 

a. The &8ignation~end execution of certifying and approving function8 in 
field offiber of US?PA was toutad to have flawa in numerou8 care8 and the 
eucutiowof maporvi~otp functiona by headquarter8 in this rorpect ahowed 
coa+lerablo makno88es. The Board recommended that the eri8tiug provi8ionr 
go*rning the de8ignation and execution of certifying and approving bUnCtiOn8 
in tha field k'revi8od and that the execution of rupervirory function8 by 
headguarter8 regarding the certifying and approving function8 in the field ha8 
to be 8trengthened. 

9. In UHPpA, mapport activities aru not paid to non-governmental 
OrgaPiratiOn8 (1oGoS) On an egual 8ChW Of a88e8mnt and On the ba8i8 Of 
actual project expenditure8. The Board reco8mmnded that clarification i8 
needed in order to en8ure that tho8e non-governmental organisation8 receive 
8umtt CO8t8 On an egual 8chww Of a88e8mnt and On the ba8i8 Of aCtW1 
project expenditures. 

10. In UWITAR, there wa8 an incurrence in 1990 of a budget deficit amounting 
to $63,126 in the general Pund and #26,363 in the Special Pm-pore Grant8 
Fund. The Board recomnended that vigilance 8hould be exercised in the 
monitoring amd incurrence of expenditure8 to ensure that the8e are incurred 
within the approved budget and relea8ed allotment advice8. 

11. Expenditure8 amountimg to $205.610.61 were incurred by UNITAR prior to 
receipt of allotment advice8. The Board i8 of the opinion that the _ 
Administration 8hould .conrider the 8etting up of M imprert account for 
project8 executed by IJlGBP and to explore way8 Of inrproviqg the 8y8teIn Of 
releacling and accounting of allotment advicecr. 

12. Expenres incurred in field office8 of UbfITAR are directly charged to 
expenditure8 without obligation. Total expenditure8 amounted to $666,700.35 
wherear obligation8 8et up for the whole year amounted to $116,751.00 only. 
The Board reconmended that the 8ytrtem Of authorising, controlling, IROnitOring, 
and reimburring expenditure8 in the field office8 lhould be iwroved. 

13. In UHITAR, ther8 ir a conriderable docrline in number of donor countriei, 
pl8dq8d contribution8 and COllOCtiOn8 over the eight year p8riOd from 1963 to 
1990 uring 1983 a8 the bare year, The Board ir of the opinion that the 
preparation,of budget proporalr rhould take into conrideration the decline in 
revenue re8ource8 to allow roalirtic arrumptionr and projoctionr. 

/ . . . 
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Accounts and fisanc_ial renortigg 

14. In UMRWA, it was noted that the total amount of outstanding pledges for 
UWRWA is egual to about 16 per cent of its total expenditure incurred in 
1990. The Board recmnded that outstanding pledges should be disclosed in a 
note to the financial statements. . 

15. In UWHCR, due to an inadeguate review, long completed transactions 
recorded as cash in transit wre not investigated and adjusted to reflect the 
correct balances in the relited accounts. The board is of the opinion that 
all funds in transit at year-end should be adeguately investigated and 
promptly adjusted to reflect the actual balances in the related accounts. 

16. !L%e present bulk reporting of other trust funds in the'financial 
statements of PIRBCP doesnot permit adeguate disclosure of individual trust 
funds with significant balances at the year-end. The board recosmended that 
to improve transparency, the reporting of "other trust funds" in schedule I 
should be expanded to disclose separately any trust fund with a favourable 
balance of $500,000 and above at year-end. 

17. In UWITAR, the accounting treatment for pledged contributions was changed 
from accrual to cash basis affecting the balances of some accounts in the 
financial statements. It is the opinion of the Board that the effects of the 
change in accounting policy should have been fully disclosed. 

18. Prior year expenditures in UWITAR amounting to $10,713 wre directly ' 
charged against expenditures for the current year., The Board recosseended that 
expenditures incurred in prior years and recorded during the current year 
should be show as a separate item in the statement of results of operations 
for the year. . 

19. In UNRWA, an average of $US 20 million cash is kept freely available on 
current/call accounts for unforeseen events. !Ehe Board recorr#rended that idle 
cash should be placed on higher yielding time deposits to the extent permitted 
without neglecting other cash management considerations. In addition it was 
found that in some cases interest and exchange rate gains arising from project 
funds are not credited to these funds but to the General Fund. The Board 
recoknended that income from these sources should be credited to the 
corrospending fund. 

20. In spit. of high advances in UMPPA, very lfttle interest income is 
reporteb by recipient Governmentr. The ssme applies for irrtergovernmental 
iU8titUtiOU8 aUd agencies, including non-governmental organisations. The 
Board recomnended that further steps are required to enhance the control of 
interert income earnod by executing agexacies oa funds provided by UNFPA. 

/ l ee 



are defickmt. rrant full audit coverage of funds entrusted to 
the agencies by UNDP and ade ate information about audit findings. UBBP or 
its external auditors have no possibility to audit how the funds have been 
spent. The Board recommended that further efforts are needed to ensure that 
all executing agencies that are organisations of the United Nations system 
sign basic agreements about their responsibilities in executing UNBP funded 

0 jects. It also recommended that the standard Basic Executing Agency 
reement should be emended in such a way as to ensure that not only the 
counts, but also effectiveness and efficiency of project management are 

audited by the Agencies* External Auditors, that all audit findings concerning 
project execution, and not only those included in the Auditors' report, are 
submitted to UNDP and its ternal Auditors, and that UNBP itself has the 
mandate to review project implementation by the respective executing agency. 

22. In spite of a high workload for the Office for Project Services (OPS) in 
UNBP, project management officers and division chiefs, the Project Acceptance 
Committee has not yet been used to regulate the increase in projects awaiting 
execution by OPS. The Board reco nded that the number of projects awaiting 
execution by Office for Project Services be strictly controlled so that 
the management capacity of the Office is not exceeded. 

23. In UNBP devices that could facilitate the monitoring function and thus 
improve project management performance have not been implemented or are 
inadequate. In the Board's view an early systematic approach identifying 
information needs and requirements could have avoided the current difficulties 
as well as the need for costly interim measures. 

24. In spite of a lack of reliable results and an in-depth evaluation of the 
pilot phase, the "Economists for Africa" Programme (Economist Programme) was 
extended. An in-depth evaluation of the Economist Programme was still missing 
after five years of implementation. The Board recommended that new 
development initiatives should be designed and tested in such a way that 
reliable results verified by an evaluation can be obtained during a trial 
period, thus providing a sound basis for the subsequent decision about 
full-scale implementation of the initiative and warranting further and/or 
increased input of resources. 

25. In UNFPA, the circumstances under which funds for pre-project activities 
may be approved are not clearly defined and specified with regard to purpose, 

, no precautions are in place 
pre-project activities remains within 

with respect to tb financial volume and the duration of the 
ended that provisions should be 
cope, duration and necessary inputs 

sly specified and that approval 
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authority for precproject activitiels 8hould be re8tricted to the financial 
volume and the scheduled duration of the actual project8. 

26. In ma, the review of project activiti.8 disclolred OperetiOnel 
weakne88e8 that adv!Brsely affected the timely implementation and clorrure Of 
project8. The Board recomnended that implementing agencie8 8hoqld be 
encouraged to enmre timely reporting of project activitiee to facilitate the 
clorrure of completed projects. 

27. Supplieri valued at $294,401 temporarily 8tored by VIDIICR in warehoure8 in 
a ho8t country pending tran8-8hipment to their final derrtination were 
allegedly COnfi8Ceted by CU8tOllb8 official8 of that Country. The Board 
remmended that URBCR 8hould take appropriate meamare8 to recover the 
confiecated good8 and to improve facilitier plenning to en8ure the 
availability of adeguate accowmdation prior to the 8hipMnt 
of good8. The Board al80 noted inefficient utilitation by an implemnting 
agency of project fund8 allocated for ho8pitality, accmmnodation and 
coimnunicatian8. In the Board'8 view, the admini8tration 8hOuld re-empha8ire 
to implementing partner81agencie8 that the utili8ation of &Por contribution8 
for the welfare of refugee8 8hould alway override other con8ideration8. 

28. In WA, specific local reqUirement8 were net taken into accouIIt when a 
new rchool wab delsigned and con8tructed in the We8t Bank. In the view of the 
Board, the Agency 8hould provide for more flexibility in the d88ign of rchool8 
to allow for adju8mnt8 to local circuln8tance8. 

29. In UHECB, recovery of project fund8 embe88led by an implementing agency 
wa8 not effectively enforced a8 provided for in the implanting agreement. 
The Board recomended that provirrions in the implementing agreement8 on the 
effective recovery from implementing agencierr of project fund8 not utilired 
for purpo888 intended 8hould be rigorou8ly enforced, a8 thi8 will c-1 the 
executing agencierr to dmprove control of project fund8. 

30. The absence of effective 8upervisorp control8 enabled an Adminirrtrative 
A88i8tant (Finance) of UNIZCB field office to c-it a number of adminilstrative ' 
and financial improprieties, including the embe88lement of fund8 valued at 
approximately $US 17,759. Additionally, three staff member8 of en 
implementing partner were 8u8pected of !Ibi8epprOprietiag project fund8 
ammaatiag to $US 133,097 of which a traarferc of $US 69,767 war made iroto a l 

fietitiour 8Wiw# amount. The Board rommnended that l xirtiabg ’ 
orgaairational arrangement8 and prOaedure8 for the mnegement of ee8h 
re8ouree8 in the field offiaer rhould be rt,reagthened aad @er8onrrl 
rerpoaribility for 1088.6 rO-~~8i8Od. 

31, 0~ audit Vi8it8 t0 field Office8 aOnfirnnd the difficulty Of providing 
adequate protocrtion for UHIER crarh aad property ia crortaia uafaveureblo 
@itiWbl 8itUatiOU8. The Board recromeaded that the diffimalty of providiag 
adequete protection for UBBCR re8ourae8 in the field officer io violent 
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political situations should be carefully reviewed and appropriate remedial 
action taken. 

32. In UMITAR for the Special Purpore Grant8 Pund, them l xi8tr an inadeguate 
rystam for controlling and monitoring expenditures for each project in 
accordahce with rpecific graat agreements. The Board i8 of the opinion that a 
syrrtn of project code ideatification that allow8 direct referencing of 
project fund8 with grant agtemeots 8hould be adopted. 

33. The applicability of Waited Nations administrative instructions to the 
International Trade Center ramin unresolved. This COnStitUtxm a W8aka888 in 
xx’8 internal control sy8tem. In the opinion of the Board there is an urgent 
need to decide whether or not ITC has to ccmply in full with United Nation8 
administrative instructiohs and, if not, what directives ITC should follow 
iastead. 


