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fretter of transmittal 

2 July 1991 

Sir, 

I have the honour to trammit to you, in accordance with the request by 
the General Assembly in paragraph 13 (a) of resolution 45/235, the report of 
the Board of Auditors ou the implementation of previous recomnendations of the 
Board. 

Accept, Sir, the assurauces of my highest consideration. 

(m) Heinr Gtiter ZAVELBERG 
President of the Federal Court 

of Audit of Germany 
and Chairman 

United Nations Board of Auditors 

The Secretary-General of the United Nations 
New York, N.Y. 
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. Iatroductton 

1. In paragraph 13 (a) of its resolution 451235 of 21 December 1990, the 
General Assembly requested the Secretary-General and the executive heads of 
the United Nations organiaationa and progrma to submit to their respective 
governing bodies, as well as to the General Assembly at its forty-sixth 
session, detailed progress reports on steps taken to implement previous 
recomndationa of the Board of Auditors and the related recoaanendationa of 
the Advisory Coaanittee on Administrative and Budgetary Queationa and to 
explain if any of those recwndationa have not yet been implemented, and 
requested the Board and the Advisory Connittee to evaluate the efficacy of 
those measures, and to report thereon to the General Assembly at its 
forty-sixth session. . 

2. The Board was provided with the reports prepared by the administrations 
in reply to the above request of the General Aaaembly. The coamnenta of the 
Board are contained in its reports to the General Assembly on the accounts of 
the following organiaationa for the year ended 31 December 1990: UNITAR, 
UHRWA and UNHCR. In addition, interim reports were prepared by the Board for 
the first year of the biennium 1990-1991 on UNDP, UHPPA and ITC which, with 
the exception of ITC, also contain the cor#nenta of the Board on the 
implementation of its previoua*recomndationa. In the case of ITC, the 
implementation of previous recmndationa and the Board's coannenta thereon 
are found at the end of the present report. 

3. The paragraphs that follow contain the replies from administrations, and 
corresponding cornnenta of the Board, of organirationa on a biennial basis and 
for which reports of the Board of Auditors to the General Assembly will only 
be prepared at the end of the present biennium 1990-1991. 

Bited Ha.iens @=a&uartera 
(Supplement No. 5 (A/45/5, vol. 1)) 

4. Utmost importance should be given to the budget performance report to 
prevent the exceeding of appropriations. Further improvement of techniques 
forYeatimating the salaries portion of the appropriation, especially in the 
final performance 'report , could minimiae the incidence of transfers between 
aactiona of the budget. 

5. The Administration stated that the Advisory Coaunittee on Administrative 
and Budgetary Questions in ita report (A/45/570, para. ll), confirmed that it 
had approved the transfers between sections of the 19884989 budget. 

/ . . . 
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6. With respect to the formulation of future budgets, the Administration 
agreed that there should be improved forecasting and further improvements in 
other administrative techniques to minimiae transfers between sections of the 
budget. 

7. During the interim audit for the year ended 31 December 1990, the Board 
ha8 noted some effort8 exerted by the Administration in minimising transfers 
between 8octionr of the budget. !l!hi8 recosmnendation, however, will still be 
followed up and 8pecific 8teps taken will be identified in subsequent audits. 

8. Final output8 8hould be described clearly or quantified in the programnre 
budget and in the progrm performance report. 

9. The Admini8tration stated that it is not alwaya possible to define 
outputs accurately, nor can certain activitierr be eacrily translated into 
quantifiable outputs in the prograss performance report. It is al80 their 
view that the co8ting of output8 involve8 a number of technical problems. The 
Advirrory Cosmmittee, after taking note of the 8tatemsnt8 of the Administration, 
expresred the hope that such factor8 will be taken into account by the Board 
of Auditor8 in their examination of the application of the Regulation8 and 
Rule8 governing Prograsmm Planning, the Prograsmm Aspects of the Budget, the 
Monitoring of Implemntation and the Method8 of Evaluation. 

10. The Administration fully concurred with the reco-ndations of the Board 
on the need for comprehensive performance reporting and agreed that outputs 
funded totally or partially from ertrsbudgetary resources should be part of 
the performance report. Hence, these issue8 were addressed in the context of 
the preparation of the 19924993 progrssune budget. 

. Pindigop and cam@nts of the Board of Audator8 

11. While the Board realires the predicament8 involved in the quantification 
of output8 in the prograimne budget and in the programm perfomance report, it 
cannot di8penre with the 8tandard8 by which perforaance and resource 
utilisation should be evaluated. For this is the e88ence of prograssne 
performance budgeting which is to ensure that resource8 are utilited in the 
most economical and efficient manner in the achievement of the Organisation's 
objectiver. 

12. The Board shall con&@ to evaluate the implementation of thir audit 
recomnendation and review the rsme in the light of the predicament8 presented 
by the Adminirtration. 

/ . . . 
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Bmmnendation 9 (cl of the Board r-or% 

13. Consultation among offices and organisations should be increased in the 
preparation of ecrtimate of extr8budgetory reaource8* 

14. Administration agreed that there should be a clorer review of 8ubRlitted 
e8timates with respect to extrabudgetary re8ource8. 

Board of A- 

15. Evaluation of the impact of this recomndation will require more time 
and study on the part of the auditors. Hence, this will be pursued in future 
auditlr. 

B~~~-sdbt~o~ 9 (d) offes Board remrt 

16. Guidelines should be provided in the rendition and payment of overtime 
and for rationaliring the work 8chedule of the Security and Safety Services at 
Headquartem, in order to rinimi8e costly work done before or after the 
prescribed Official tiate. 

17. Thi8 recomnendation wa8 imdiately implemented. Guideline8 pre8Cribing 
security coverage on holiday8 were i88ued and th0 practice Of Claiming 
OVertim payment when reporting for 8cheduled work one or two day8 ismediately 
following a United Nations holiday wa8 inmnediately dirrcontinued. 

. 

18. No further comment, but the implementation of the guideline8 will be 
reviewed in future audits. 

19. Incur expenditure8 only if covered by allotment. Identify over-expended 
allotments and take remedial mea8urea. 

20. The Admini8tratiOn ha8 taken note of thi8 recomndation and wi8hed to 
aslure the Board that when over-expended allotment8 are identified remedial 
mea8ures are taken. They stated, however, that until such time a8 new 
automated ryrtemr improve the timelinerr of information proce88ing, thei will 
b8 faced with carrer in which over-expenditure8 may come to light Only when the 
allotment ha8 b8en exceeded, 

/ . . . 
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21:. .Duriug the interim audit of the. year 1990, the Board noted that, although 
thep hs offort to control expenditure8 within the allotawnt i88uedr the 
practice perai8ted erpecially in 8o8m unforereon circum8tance8. Thi8 
reco8wndation will be revieved in future audit8. 

22. In8truct the Office of the Coordinator for the United Uationr 
Humanitarian and Ikono81ic As8i8tance Prograumne8 relating to Afghanistan to 
furnj8h the Finance Service of the United Nation8 Office at Geneva with all 
docuaent8 regarding confirmed pledge8 for recording in the appropriate 
account, and to reconcile it8 account8 with the latter. 

23. Administration reported that effort8 have been made, and are 8till being 
made, to reconcile the reporting of pledge8 to the Afghanistan lbWrgenCy Trust 
Fund with those pledge8 made, and thereby provide a greater transparency in 
thi8 area. 

24. Thi8 reco88mndation i8 being initially implemented only; commnt8 will be 
provided after a review of the reconciliation i8 made. 

ted Hations Q&l&9.n 8 Fupb 
(Supplement MO. 5B (A/45&dd.2)) 

25. As regUe8ted in paragraph 13 (a) of general A88embly resolution 451235 we 
have reviewed UNICEF docum8nt B/ICEF/1991/AB/L.3 dated 20 February 1991 on the 
8tatu8 of action8 tahen to iaglWWnt the reco#mnendation8 of the Board made in 
it8 report on Ul?ICEF for the biennium en&d 31 December 1969. 

26. The total charge of $8.3 million on the Bmergency Reserve Fund for the 
biennium, which war dirtributed among general re8ource8 program88 expenditure8 
in the beneficiary countrier to the Fund, rhould be adjU8ted and di8ClO8ed 
reparately in rtatement VI. 

27. $n the interim financial report8 and rtateaentr for the year ended 
31 December 1990, the total charge8 on the,,Bawrgency Reserve Fund are 
di8ClO8ed reparately in rtatement VI, a8 recwnded. Thir procedure will be 
followed conrirtently in the future. 

/ . . . 
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28. This has been fully implemented. 

lb.2 oftheardra 

29. The policy of recoguitiug ca8h advance8 to Government8 in the accounts of 
DDICD? a8 progr8me expenditures rwt be rupported by rufficient evidence on 
the effeCtiI?e~UtililratiOn of there advance8 for purporeir intended. In thi8 
COMeCtiOn, the fOlbWiY@ mu8t be con8idered: 

(5) 

(ii) 

(iii) 

(iv) 

A more effective procedure for advancing and monitoring Ca8h 
adv8Uce8 to @N'erUIWUt8 rhould b8 iU8titUted to en8ure adeqUate 
compliauce with the policy on timely liquidation of the8e advance88 

The format of ?orm 153 8hould be revieved to take accouut of the 
aging of advance8 aud to include other relevant mauagement 
information2 

In order to facilitate monitoring, field office8 should 8uhmit 
eupenditure return8 on ca8h advance8 directly to the Account8 
Section; 

Field office8 8hOuld be directed to include the policy on ca8h 
advauce8 in all memoranda of underrtanding with Government8. For 
emmple, a8 rpelt out in Finaucial Circular Ho. 15, no further 
trsnrf8r of fund8 may be made if a certificate of utilitation of 
prior financilq i8 OUt8tandilBg for more than 8iX monthr. 

. 

30. UNICEF ha8 tahen the follow&q 8tepr to en8ure appropriate raonitoring and 
control of Ca8h a88i8taWe to Governmmtst 

(i) In October 1990, the Duecutive'Director sent telexe8 to all head8 of 
field offices, regue8ting timely reporting and appropriate 
tMuage!wnt of Ca8h advance8 to Government8 and inrtructing them to 
obtain nece88ary documentation from Government8 and to 8uhmit the 
required report to headquarter8 a8 8oon a8 po88ible. In addition, 
at the initiative of the Comptroller , a high-level interdivirional- 
t88k force wa8 ert8bli8hed t0 review and 8trengthen the Control and 
nanagolmnt mechanirm of advanc88 to Governm8nt8. The ta8k force 
will review accounting proc8dure8, line of rerpon8ibilitie8 aa3 
reporting rtructure of all partie involved, and reconmend measurer 
to improve the rituation. !Ehe ta8k fgrce ha8 rtart8d preparatory 
work and ha8 rch8duled a full two-we8k meeting for April 1991s 

(ii) The format of the report 8ubmitted to headguartsrr by U'MICBF field 
office8 (Form 153) ha8 been reviewed and rederigncrd to take account 

/ . . . 
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of ageing of advances and will be implemented upon completion of the 
task force review; 

(iii) A senior staff me&er of the Aceousts Section of the Division of 
?insncial Mmagement has beon assigned to asalyse snd follow up the 
reports from field offices on advances to governments; 

.(iv) Upon completion of the task force toview, field offices will be 
directed as to the necessary policy and procedures in line with tbe 
recxmmendatioas of the external auditors. 

31. A number of masurear including improved reporting documentation and the 
establishment of an interdivisional task force, have been taken to review and 
strengthen the control and vnt of advances to Governments. However, 
consfdering the fact that the Task Force is scheduled to complete its work by 
31 December 1991 it can be said that adequate remedial action can only be 
taken after that date. 

32. Consequently, our review disclosed that as at 1990 advances continued to 
be gramted to Oovermments although expenditures on the utilisation of some 
previous advances had not been submitted. The recoansendation has therefore 
been re-emphasited in an interim audit. 

33. The Administration is urged to continue with its efforts of securing the 
review of UUICEF financial regulation 4.10 with a view to ensuring consistency 
in the recording of gains and losses on currency exchange. 

34. Following Executive Board approval at its April 1990 regular session of 
the amendment to financial regulation 4.10 (decision 1990/28), a consistent 
approach in recording gains and losses is now being implemented. The revised 
regulation reads as followsr. "Regulation 4.10: Differences resulting from 
the payment of contributions pledged in currencies other than United States 
dollars shall be recorded against these contributions". 

35. This recosmnendation has been implemented. 

36. The need to siphon excess liquidity into the provision of additional 
services should be considered. 

/ . . . 
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. . Measures_taksa 

37. With regard to the utilisation of excess liquidity in convertible 
currencies, general resources expenditure for the current medium-term plan are 
at levels that will steadily reduce the general resources convertible cash 
balance to the required level of 10 per cent of general resources income by 
the end of 1993. With regard to the increase in non-convertible currency 
holdings, tR?ICBP is making every effort to utilise these holdings, although 
there have been some constraints because of the limited availability, in some 
cases, of appropriate goods and services to purchase. 

3%. !Che efforts of the Administration in seeking opportunities to utilise 
UPICE?' non-convsrtiblq currencies are acknowledged, although results were 
not wdiately apparent. The considerable reduction in non-convertible 
currency at 31 December 1990 resulted from chsnges in exchange rates rather 
than from currency utilisation. 

39. In order to ensure accurae and reliability of accounting data, the 
Administration should continue to explore the possibility of instituting 
effective action to improve the coding of accounts and to enhance the . 
integrity of data at the field office level. 

40. The Administration has supported training activities for field office 
personnel in all areas related to the submission of accounts in a correct and 
timely manner. At the same tim&, dialogues and studies are regularly 
undertaken to improve the electronic data processing systems for field office 
reporting of accounts to headquarters in order to further enhance data 
integrity. 

ts of the Board of -tars 

41. The situation has shown a remarkable improvement. The suspense aCCOMt 
bal&e reduced from $17 million to a mere $145,999.00 as at 25 April ,199l. 

No. 6 of ti&e Board renqtlt 

42. Project planning should adequately articulate implementation requirements 
to enhance progrssune delivery. In addition, circumspection is advised in the 
reallocation of funds from slow-moving projects to fast-moving ones8 80 that 
the policy does not result in the unconscious neglect of projects located in 
"difficult" areas which have perennial implementation problems. 

/ . . . 
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43. VllICEP ba8 been making continuous efforts to enhance programme delivery, 
not-only in term8 of overall implementation, but al8o in term8 of specific 
need8 8nd prioritim of th4~ country progrmr. Preliminaw data 8hO~ that 
the implementation of country progmamer in 1990, a8 compared to 1989, 
irproved in term8 of overall implementation and number of countrie8 with a low 
implementation rate, a8 8homI in the following tablet 

Total call forward level (in 
million8 of United State8 dollar81 

liumber of countrierr with low 
implementation rate (below 
75 per cent) 

Implementation rate (per cent) 
(global) 

SF = supplementary fund8 
OR = general resource8 

1989 1990 

All All 
SF GR funds SF CR rm 

320 261 581 305 324 629 

48 15 35 37 13 16 

76 91 82 79 91 85 

44. The level of call forward8 in 1990 inCrea8ed by 8 per Cent from 
$581 million in 1989 to $629 million in 1990. Corre8pondingly, the number of, 
countrierr with low implementation rate8 (below 75 per cent) for combined 
8ource8 of funding wa8 reduced by one half, from 35 to 16 countrie8. C&y 6 
out of 44 countries in Africa had low implementation rate8 in 1990, a8 
compared to 18 in 1989. Of the sir counttie8, two were facing emergency 
8ituation8, three were managed by rrub-office8 and one by a newly e8tabli8hed 
country office. 

45. Delivery of country progr-8 rhowod a rlight improvement in term8 of 
overall implementation. The number of countrier with a low impl8mentation 
rate alro rhowed a downward trend over the 1989 figurer. It ir, however, 
difficult to attribute thir improv8ment to any rpecific m8alure8 undertaken in 
the cour8e of 1990. 

/ . . . 



Al461299 
English 
Page 13 

. Pecommendat-a No. 7 of tire Board w?cuS 

46. The monitoring of project implementation needs further improvement so 
that over-expenditures that would otherwiee be absorbed by general resources 
in the absence of supplementary funding could either be eliminated or kept to 
a minimum. 

47. The administration is aware of the issue raised by recowndation 7, and 
one of the principal thrusts for 1991 will be improved monitoring of prograenne 
implementation, both quantitatively and qualitatively. While accepting the 
validity of this recoawndation, the administration believes over-expenditure 
would be unavoidable in some selected cases because of pride fluctuations of 
the orders placed, depending on the place of origin. However, strict scrutiny 
will be observed so that it is kept to a minimum. 

Board of m 

48. Over-expenditures on eupplemntary-funded progreemnee persisted in 1990. 
Interdivisional efforts are ongoing to improve programe budget 
administration. 

49. With the rate of expansion in the operational activities of UBICBF, which 
has exceeded the staff resources, it will be necessary for the administration 
to take steps to assess staff needs , especially of the operational divisions, 
with a view to taking appropriate corrective action. 

, 

50. In IWO, the Budget Planning and Review Coeenittee of BBICBP conducted a 
comprehensive review of the staff resource requirements of all UBICBF offices, 
including operational divisions , to memimiee utilieation of resources and to 
meet the challenging goals of the organization. The outcome of the review is 
reflected in the proposed budget for the biennium 1992-1993 
(E/I.CEP/l991/AB/L.l), which includes the necessary strengthening of 
operational functions, both at headquarters and field offices, within the 
constraints of expected resource affordability. 

51. A review of the staff needs has been completed and reflected,in the 
proposed progr- budget for the biennium 1992-1993 (B/ICB?/1991/AB/L.l) 
pending the approval of the Executive Board. 
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52. During fund-raising activities, prospective donors should be encouraged 
to provide sufficient information on their contribution8 in order to 
facilitate.their accounting, acknowledgement and effective utilitation. In 
thia connection, a atandard advice form indicating the relevant information 
may be completed by donora. 

53. The Administration aupporta the recomndation that a standard form 
should b-e designed for donor uae and agreea with the auditora that it is 
necessary to alert donors to the needa of DDICEF. To thia end, the 
Administration &a regueated donor8 to indicate the purpoae of funds when 
payment i8 received. 

Doard of W 

54. Sufficient information on contribution8 i8 atill lacking. During our 
.interim audit we reiterated the need to improve information flow between 
UNICEF and donor8 to facilitate recording and reporting of contributions. 

55. Payment of bills should a8 far a8 pO88ible be delayed until the last date 
in order to explore the pO88ibility of obtaining maximum return8 on mOnie8 
that can be put into 8hOrt-term inve8tmenta. 

56. Additional care, e8pecially in the past year, ha8 been taken by the 
Admini8tration to enaure that payment8 are made a8 clo8e to the due date a8 
pO88ible, while at the 80 time avoiding incurring charge8 for late payments. 

. 
57. It haa been implemented. 

58. The erirting procedure8 for reporting ataff indebtednear before the 
payment of the final cash advance on 8eparation reguire adeguate monitoring so 
that all monier due from separating ataff member8 can be fully and promptly 
recovered prior to reparation. 

/ . . . 
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. Measures taken bv Administration 

59. The administration has taken steps to strengthen overall control over 
staff personal accounts. The integration of all staff-related accounts under 
one supervisor will be implemented in 1991 to further stresmline existing 
procedures and ensure adequate monitoring thereof. In the meantime, efforts 
are being intensified to review and ensure correctness of account balances. 

60. Stringent measures have been put in place (i.e. confirmations are sought 
from both Personnel and Accounts) before payments are made to staff on 
separation. Additionally, a Committee has recently been set up to redesign 
the staff personal account. It is expected to complete its work before the 
end of 1991. 

61. The need for the centralised control of "attractive" inventory items, 
such as computers and vehicles, should be considered. For this purpose, field 
offices should submit copies of their inventory as of 31 December each year to 
be reflected in the headquarters master inventory list. 

Measures taken bv As . .a 

62. Implementation of the recosmnendation was undertaken by the Administration 
in 1990, resulting in the full compliance by all field offices in submitting 
their 1989 Inventory List of Non-Expendable Property. The necessary~follow-up 
will be made to ensure consistent implementation of the recommendation in 
subsequent years. 

63. This reconnnendation has been carried out. 

Reco~endation No= 13qffbe Board re-rt 

64. 'Action should,be taken to ensure the conclusion of a formal and adequate 
custodial arrangement of UNICEF drugs and equipment in a field office. 

65. A new country office had been established to facilitate operations in 
that country and corrective measures are being taken to ensure adequate 
custodial procedures. !Che effectiveness of the measures to avoid 
non-recurrence of the finding will be properly evaluated. 

/ . . . 
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66. Beyond advising on the esteblisbment of a new country office, it is not 
appqrgat vhat rpecific mea8ur.8 have.been introduced to ensure effective 
crutodial arrangement8 for drugr,and equipment in that field office. Al80, 
the 8ffw$iV8m88 Of 8Uch mea8ures are y8t t0 be adequately evaluated by the 
Mminirtration. 

67. UHIClSP mu8t 8trictly adhere to its policy of refraining from contracting 
constructionproject with high coaaritments.that might overburden its 
fiwNMtidl re8ourCe8 in the eV8nt.that Counterpart contribution8 are not 
forthcoming. 

68. In response to the recbmnendation, the policy on support for construction 
actiViti88 mm8 r8viewed, and‘the Adaini8tratiOn gave inStruCtiOn that 
di8COUragSd contracting COn8trUCtiOn project8 in principle and that these be 
undertaken only when deemed exceptionally necessary after due consultation 
with headquarter8. 

69. po specific inrrtructioncr had been i88ued.during our evaluation. The 
Admini8tration rather informed u8 that the i88ue wa8 explained and discussed 
at ,a meeting of all Regional Representative8. 

70. !Che requesting unit8 of the Greeting Card Operation should be required to 
allow adequate lead time in their requi8itions in order to ensure that 
material8 are procured under optimum delivery, price and quality conditions. 

. 

71. Greeting Card Operation management agreed with the reconnnendation and ha8 
been r8vi8wing the appropriate proccldurer to en8ure that material8 are 
procured under optimum delivery, price and quality COnditiOn8. In order to 
allow adequate lead time, an improved proc888 of forward planning and ordering 
Sy8tW i8 Und8r COn8ideratiOXb in cooperation with th8 relevant United pationa 
Comanaitt888 for ~IcL~. 

., 
72. !Cho implementation of thir reconnn8ndation will be asse88ed during our 
next audit virrit to the appropriate UNICEF Greeting Card Operation office. 

/ . . . 
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(Supplement No. SB (A/45/5/Add.6)) 

Ne. 1 of -Board re 

73. Adequate competition in procurement 8hould b8 encouraged in order to 
provide a greater latitude of choice and lower coat8. In addition, 8upplier8 
with poor perfO~C!e record8 8hOUld.nOt be con8idered for future award8. 

74. UNNP encourage8 adeguate competition in procurement aad regularly Update8 
and extend8 the register of potential bidder8 to ensure wider di8tribution and 
more reprecrentative a88ortment of bid8. The Admini8tration al80 per8i8t8 in 
it8 effort8 to enlure the timely delivery of good8 and services by it8 
8uppliers and to avoid it&lay8 in clearance of good8 at port8 a8 far a8 
possible. 

75. The recommendation ha8 been implemented. We noted 8ati8factory internal 
control over the procurement function. Nowever a few delay8 in the delivery 
Of SUpplie8 persi8ted. . 

No. 2 &&l&8 Neard rerrort 

76. Effort8 to monitor tiwtly 8ubni88iOn Of project expenditure8 8hould 
continue 80 that financial 8tatements will reflect all project e%penditures in 
the financial period. 

. 

77. The monitoring procedure8 for the reporting of project expenditure8 by 
executing agencies were strengthened to en8ure regular and timely SUbmiSSiOn 
Of project expenditUre8. In fact, in 1988-1989 the auditor8 recognised that 
the record of 8ubmission of project expenditure8 wa8 better than in any 
previour year. 

78. Timely and effective monitoring of project expenditure8 wa8 rurtained. 

79. A rtandard advice form, which would indicate, M, the date of 
deporit, aam8 of donor, &nount and purpore , should be introduced to facilitate 
the prompt accounting for contributionr. 

/ . ..’ 
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80. Whether the recording of contributions would be facilitated by the use of 
standard advice forms ia in 8ome doubt but this recommendation ia being 
investigated further. 

al. The Administration haa implemented thia recomnendation only in cares 
where prompt and accurate accounting of contributiona require the iaaue of 
advice forms. The Board will reviev in its future audit8 the effectiveness of 
the partial implementation of the recomendation being applied by the 
Admiairtratioa and will report accordingly. 

82. Existing procedure8 should be further strengthened in order to ensure the 
timely submiscrion of travel claim8 and to facilitate the liquidation of travel 
advance8. 

83. Stepa have alao been taken for the strengthening of monitoring procedures 
to emure the timely liquidation of travel advances. 

hoard of a 

84. Timely 8ubmi88ion of travel claims and prompt liquidation of travel 
advances by regular staff members wa8 noted. Eovever, delays in their 
submission by non-staff members were observed. 

on8 -itat w Set-ta Fom 
(Supplement No. 58 (A/@/WAdd.8)) 

85. The cash management function should further be improved withim the 
limitations of staff resources by the eatabliabment of clearly defined linea 
of authority and reaponribilities in order to enhance accountability. 

86. The overlapping of reaponribilitier in the Finance Section in the 
previous biennium was unavoidable prixnarily because of increaae in project 
activitier and secondly becaure of the retrenchment exercise. Rowever, 
despite the fact thpt the workload in the Section has increacred tremendously 
with no corresponding or significant increase in the number of rtaff, 
corrective step8 have been taken to the extent porsible to adhere to the audit 
recomendation. 

/ . . . 
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87. Although measures were taken to reassign certain functions, it was not 
possible to adeguately eliminate overlapping of responsibilities in the 
Finance and Personnel Sections due to staff constraints. 

88. Appropriate effective action should be taken to ensure the timely 
submission of performance evaluation reports in order to afford prompt 
deletion from the payroll of the nsmes of those employees whose contracts have 
expired. 

89. The administrative measures taken to minimise delays in timely submission 
of performance evaluation reports in order to give adeguate time for 
preparation of P5 actions to be completed before the expiry of existing staff 
members' appointments have been fully implemented. However, with regard to 
the timely extension of field experts contracts, the delaying factors as were 
explained in our responses to the audit observation are still unavoidable 
although improved. 

90. The recosunendation has been implemented; nevertheless opportunities for 
further improvement exist. 

ndatioa Ho. 3 of the hoard renort 
. 

91. Project delivery should be further improved through the elimination of 
delays in the signing of project documents and through adequate monitoring and 
effective procurement action. 

92. While the Centre has attempted to implement some of the recosnnendations 
that were practically possible in project planning and timely implementation 
of project execution , the major obstacles that hinder project activities from 
getting off the ground as were msntioned in our response to the audit 
observations still prevail. Mevertheless, the projects delivery figure for 
the first year of the biennium 1990-1991 as compared to the prior financial 
year of the ssme period clearly indicates noticeable improvement in project 
implementation. 

93. The implemsntation of this recosnnendation is ongoing and a significant 
improvement in project delivery in 1990 was observed in our interim audit. 

/ . . . 
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94. The United pations Centre for l&man Settlements should continue its 
effort4 in the collection of pledges to ensure a further reduction in the 
status of overdue pledges,receivable. 

95. As a result of continued vigorous collection efforts during the first 
year of the current finaacial period the combined outstanding pledges for the 
?oundation and the International Year of Shelter for the Homeless for the 
prior years and 1990 amounted to only $371*364.00. This trend of continuous 
decline in outstanding pledges is expected to prevail during the second year 
of the biennium 1990-3991. 

96. Implementation of the recossasndation is confirmsd by further improvement 
in the payment of pledges during the first year of the 1990-1991 biennia. 

(Supplement po. 5 (A/45/5, vol. III)) 

97. Investment transactions should be taken up in the accounts on the date of 
receipt of confirmation of investment placement. 

96. With regard to the recomendations of the Board concerning the investment 
management of the University funds, this matter has been under serious 
consideration by the Council of the University. ?ollowing extensive 
consultations with the appropriate officials at the United pations 
Readquarters, as well as the Advisorp~C~ittee on Administrative and 
Budgetary Questions, I am pleased to inform you that the new investment 
management arrangements came into force on 1 April 1991. Furthermore, we have 
taken due note of the observations and the recmndations of the Board and it 
is the intention of the University to ensure the availability of accurate and 
timely investment information at all times. 

99. This recmndation has been implemented. 

/ . . . 
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'Recommendation No. 2 of the Board reuort 

100. Adeguate procedures should be established in or&r to enlure the 
availability of accurate and timely inve8tment information. In addition, a 
review of inve8tm8nt opportunitie8 in favour of long term placement8 8hould be 
conridered. 

101. See Wo. 2 above. 

102. pew inVe8tAMnt vnt arrangements cam8 into force on 1 April 1991. 
Under the new arrangem8nt8 the United Wation8 University intend8 to e8t8bli8h 
effective procedures to ensure the availability of accurate and timely 
investment information at all times. 

102. The extent to which the new arrangem8nts will effectively addre88 the 
issue8 raised in the recosmnendation will be reviewed in our future audits. 

No. 3 of the Board reQQ1ct 

104. Monitoring procedures should be improved in order to ensure the timely 
submi88ion of travel claim8 and the prompt accounting for travel,advance8. 

105. With regard to the timely submission of travel claim8 and other travel 
relatsd matt8r8, the University ha8 continued to atre88 the importance of the 
tbely SUbmiSSiOn Of travel Claim8 aud undertake8 periodical reVieW8 in this 
connection with a view to further improving the travel control'procedure8. 

t8 of- Bawd of m 

106. Our evaluation of action taken to addre88 the late.submissidn of travel 
Claim8 di8ClOSed the need for further improvement. Significant delay8 which 
were bUmed, in part , on heavy workload pereiirted. 

107. The Adminirrtration 8hould en8ure the-early finaliration of the new 
procedures for programe planning and management in or&r to enhance progr- 
delivery. 

/ . . . 
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108. The new procedures for progr planning and management have been 
approved by the Council of the University and circulated to all concerned for 
iapleqntation. 

109. It is confirmed that the new procedures have been completed and 
circulated for implementation. The evaluation of the effectiveness of these 
procedures will be an ongoing process in our future audits. 

6 of the Roard rebQff, 

110. WIDRR should examine the feasibility of producing its own financial 
regulations and rules to cater for its specific needs and to ensure 
consistency of application of rules and procedures. 

111. The Institute should continue with its efforts to complete the 
development of its copyright policies and publications procedures for 
distribution to its publi8here and researchers. 

112. With regard to UNU/UID1sEL"e financial regulations and rules, it should be 
noted that UWtVWIDRR is an integral part of the United Nation6 University, and 
therefore its financial operation should be regulated by the Hnancial 
Regulations and Rules of the United Nations as applicable to the United 
Nations Univereitp. 

113. With regard to URU/WIDBR*e copyright policies, UNWWIDBR being an 
integral part of the United Ration8 University, the provisions of the United 
Nations University Policy on Scholarly publishing, which was approved by the 
University Council in 1979, are applicable to UIRVWIDRR. 

Roard of A~&&QIR 

,114. In the light of further conraente provided by the United Nations 
University, the Board does not intend to pursue the implementation of these 
reco-ndatione. 

Tr&e Cw 
(Supplement Ro. 5 (A/45/5, vol. II)) 

115. The review of all cases where ITC may deviate from United Nations 
regulations , rules and directives should be completed as at the end of the 
biennium 1990-1991. 

/ . . . 
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. . Measures taken bv Admmistratiog 

116. The Administration stated that the matter will be discussed with United 
Nations Controller in order.to determine, before the end of this year* whether 
ITC can be exempt from obrerving the procedural provision8 of ST/AZ/285 in 
their entirety can be waived for ITC or whether there are now’rea8onr for ITC 
to establish its own internal procedures with the agreement of the United 
ltations. 

117. In the view of the Board, the guestion of whether or not the Centre has 
to comply with United Nations administrative instructions should be cleared in 
general and not only with respect to ST/AI/285. The Board has prepared an 
interim mid-biennium report to the General Assembly on this issue. 

118. Unpaid contributions for Trust Pund project8 for future financial periods 
should be recorded in the financial statements in a manner consistent with the 
accounting of unspent UNDP allocations. 

119. The Administration stated that it had accepted the Board's 
reconnnendationrr to account for unpaid Trust Pund contribution8 for future 
year8 in the same way as UBDP allocationrrt however, so far it had not been 
possible to arrive at a method for calculating those contributions which are 
to be treated as deferred income became of variation8 in the ways donors 
approve project contributions, i.e. some donor8 approve a global grant for one 
year, others approve individual project8 with a duratiop of several yeam; 
some of the latter agree the funding for each year of the project separately, 
while others approve funds for the life of the project. Only with regard to 
the latter would it be likely that soma pledged contributions for future 
periods would require to be considered a8 deferred incume. At present. these 
could only be identified by a review of each and every project, and it is to 
be hoped that a less time-consuming procedure can be found for arriving at a 
reliable figure for the assets and liabilities' section of Statement V of the 
Centrb@s Financial Statements. It might even be necesaary# in order to avoid 
any significant inakcuracies in the valuation of these items, to limit the 
reference to unpaid contribution for future periods to a footnote in the 
financial statements. 

and cownts of w Board of m 

120. The Board is of the opinion that the procedure for identifying unpaid 
contributions for future financial periods can be facilitated by automatically 
attributing pledges and payments right from the beginning to the period to 
which they relate. 

/ . . . 
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121. Any deviation from the operating reserve level required by United Nations 
inarructiona should be authorised by the United Nations Secretariat. At any 
rate, taking into account the general increaee of prices and the considerable 
increare.of the Centre's activitiet, an appropriate adjustment of the reserve 
shouldbe conddered. 

122. The Administration ha8 pointed out that the reserve maintained by I!%, 
and included in the liabilitie8 of Statement V, is not an operating reserve of 
the type described in ST/AI/285 but a reserve specifically eeteblirhed for the 
variauce between the actual cud standard cost+ of experts' crervices 
(para8. 1 (x) and 1 (xii) of the Centre.8 SBry of Significant Accounting 
Policies refer). It ha8 coruisteatly maintained that given the terms of the 
agreement which ITC ha8 negotiated with donor government8 whereby intere8t 
earned fram the investment of tru8t fund8 may be employed to maintain thi8 
re8erve at the agreed level of $700,000, an operating re8erve at the level 
mentioned in ST/AI/285 is not required for 12X*8 trust fundr. All project8 
were fully funded, i.e. there were no contingent liabilities which could not 
be covered by either (i) the standard cost system linked with the Centre's 
agreement with the donor8 to make use of trust fund interest or (ii) project 
allocations. 

122. The Board took note that whereas previously it was not alway clear 
whether the total contribution of one donor or a single project constitutes a 
trust fund, ITC ha8 now decided to con8ider the total technical cooperation 
progrrrraw, financed by contributions from donors a single trust fund. In this 
case the trust fend was a typical "multiple project** truet fund for which 
United Hation administrative instructions require an operating reserve at a 
level of 15 per cent of the annual estimated expenditures. If the Centre 
hold8 the view that for Certain rea8ona 8uch an operating reserve i8 not 
necessary, ITC should seek Headquarters' approval to deviate from 
administrative instruction8 in such an important matter. 

124. The significant increase of unliquidated obligation8 related to technical 
cooperation activities call8 for a thorough analysis of the operational 
aspects of project implementation to ensure a smoother delivery of project 
output over the whole financial period and to avoid a further increase of 
unliquidated obligations at the end of the financial period. Project planning 
should become more realirtic by taking into account foreaieeable delay8 when 
work plans and budget plans are prepared. 

/ . . . 
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Measures taken by Administratioq 

125. The Administration informed the hoard that it had reviewed the 
operational aspects of project implementation and concluded that there are no 
structural impediments to the smooth implementation of project activities 
throughout the year. The proportion8 of unliquidated obligations recorded for 
training and equipment were not unusual. The increa8e in the proportion of 
the total unliquidated obligations recorded as of 31 December 1989, which war 
attributable to equipment to which the auditors drew attention, resulted from 
the placemnt of several high value purchase orders at the end of 1989. The 
increase in the unliquidated obligations recorded for training was no more 
than the normal type of variation in operational activities which could be 
expected to result from the setting by ITC of different progranme priorities. 
Overall the level of outstanding obligations and their validity were borne out 
by the ratio of liquidations in the subsequent financial period. 

126. Due to the delay of ITC's response, the Board was not in a position to 
verify the Centre's analysis. It will follow up on that matter during future 
audits. 


