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Annex

Report of the Office of Internal Oversight Services on the investigation into
allegations of theft of funds by a staff member of the United Nations Conference on
Trade and Development

Executive summary

The Investigations Section (IS) of the Office of Internal Oversight Services (OIOS)
conducted an investigation between M#96 and Marci 997 into reported misuse or theft
of United Nations funds by a Senior Administrative Officer in the Administrative Service of
the United Nations Conference on Trade and Development (UNCTAD). The investigation
proved that the Senior Administrative Officer had used his position in the Administrative
Service to perpetrate at least 59 separate instances of theft between 1987 and 1896, wit
triggering any meaningful internal alarm of the ongoirand-term illegal scheme. Moreover,
since the Senior Administrative Officer’s illegal adties were discovered by accident when
he was on sick leave in mid-1996, it is reasonable to conclude that but for his absence, he
would have continued his operation undetected until his retirement, which was then imminent.
The basic scheme was simple: the Senior Administrative Officer obligated UNCTAD project
funds to obtain cheques, issued by the United Nations Office at GedN@G) for as many
as six fictitious experts at a time for daily subsistence allowance (DSA) payments, which he
then cashed and utilized to maintain his lifestyle. Several times a year, the Senior
Administrative Officer prepared documents purporting to raise DSA payments for these
“experts”, whom he claimed were already at Geneva for another conference. However, those
experts did not exist; the conferences were never held; and some of the project account
numbers used to charge the DSA payments never existed.

The findings of the investigation were provided to the Swiss judiciary. In late 1997, the
Swiss Court heard the case, which included the staff member’s admission at trial of his theft
by deceit of nearly730,000 Swiss francs (SwF) in United Nations@ls. The Senior
Administrative Officer has made restitution of SWB5,000 or 68 per cent of the aumnt
stolen, which required the liquidation of all of his assets, including his lump sum pension
benefit. At the conclusion of the trial, the Swiss Court convicted him of the charges, ordered
18 months imprisonment and 10 years exclusion from Switzerland, and provisionally ordered
him to repay the difference between the amount the Organization was able to recover from
him and the total that he had stolen.

In addition, since the trial, IS has sought to determine what lapses may have occurred
in UNOG and UNCTAD which contributed to themgevity of the Senior Administrative
Officer’s scheme. A report was provided to the Secretary-General of UNCTAD and the
Director-General of UNOG, containing the details of the criminal enterprise and an analysis
of the deficiencies in the management and operations of UNCTAD and UNOG as they existed
when the Senior Administrative Officer was committing these crimes. Substantive discussions
since then have led to the changes that have been enacted in recent months by UNCTAD and
UNOG, beginning shortly after discovery of the scheme. OIOS also has included
recommendations to enable UNCTAD and UNOG toagtize and identify fraud indicators
S0 as to minimize the risk of repetition. The investigation benefited greatly from the consistent
support and cooperation of staff members at all levels in UNOG and UNCTAD, as well as
the assistance of an OlIOS auditor at Geneva.
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|. Introduction contacted the United Nations Office at Geneva (UNOG)
administration to ask for a record search of the payments.

1. The Senior Administrative Officer commenced his
career with the United Nations in 1975 as an Administrativ .
Officer at the level P-3, with the United Nations Conferencjl' Criminal case
on Trade and Development (UNCTAD). The following year,
he was designated a Senior Administrative Officer, a functich ~ The initial complaint made by the United Nations to the
he held until mid-1996 after his thefts were confirmed. Ifdicial authorities of Geneva on 31 Ma@96 caused the
1992, the Senior Administrative Officer was promoted to P-3enior Administrative Officer to be charged with having
and was designated as Senior Administrative Officer of tftained funds from the United Nations by false pretences and
Operations Unit of UNCTAD’s Administrative Service. Hisforgery pursuant to sections 146 and 251 of the Swiss Penal
direct supervisor, for administrative and financial matter§;0de. The complaint was sworn by the UNOG Director of
was the Chief of UNCTAD’s Administrative Service. Administration and UNOG Senior Legal Officer on behalf of

) the United Nations, which becanartie civile in the
2. In order to succeed in the scheme, the Seni _Foceedings. As such, the Secretary-General agreed to waive

Administrative Officer needed the appropriate environme anunityfor both officials, as had been done previously for

i.e., limited supervision, a strong knowledge and persongly gonior Administrative Officer. Shortly after the swearing

control of administrative functions, a high level ofconfidenceOfthe complaint, immunities were lifted for the two members
and depending on the circumstances of each event, Cham?)f)rthe OIOS investigation team in order to conduct the

arrogance \_Nhen_ needed. _By displaying a high deg_reeia(/estigation into the Senior Administrative Officer’s
disorganization himself, which he portrayed as a function Q

. . o ctivities in cooperation with the Swiss authorities and to
his demonstrated alcoholism, he was able to capitalize Onﬁﬁ'rsesent the evidence before tluge d'instruction

colleagues’ organizational fatigue of having to deal with him. _ o _
This ensured that instead of alarming his colleagues thathe BYhis own admission as well as expert testimony before
m|ght be undertaking some criminal enterprise, the“qe Swiss Magistrate, the Senior Administrative Officer had

perceptions were immediately routed to his alleged alcohol€en an alcoholic since at least 1987. His work colleagues at

hopelessness. all levels confirmed that the Senior Administrative Officer
. h . . ) i had reached such a level of alcoholism that he was often
3. Inmid-May 1996, the Senior Administrative OffiCery o4 nctional and had become incapable of functioning in a

wason ‘?"Ck leave on account of his alcoholism. He telephonﬁﬂ)fessional manner. In the course of the court proceedings,
one ofhis staff and dprs_ssureddher tczj_agrge tr?_ adjuzt UfNCTﬁPe Senior Administrative Officer based his defence solely on
project account debits and credits in his end-ot-monfllg \nconrollable alcoholism. Yet the evidence adduced by
accounting reconciliations. Initially, the staff member refus e Office of Internal Oversight Services (OIOS)
because _tEe ;h%nghes were t‘; be_l_made by journhal VOUCPtk stigation proved that the Senior Administrative Officer,
er:jtn(_as_, wit whie ﬁ_s € Walls nr?t an;| ;?r' Hf(f)_wever, t el S_en'%respite this purported dysfunctional iliness, was able not only
Administrative Officer telephoned his office several imesy, jent 4 system with which he could divert organizational
increasing pressure on others in his support staff to ma}(ﬁds but also to manage a monthly cover-up device which

those changes. Eventually, the staff members reluctanfly, ieq an extraordinary memory and technical bookkeeping
agreed to do so. In the course of trying to follow the d'reCt'orﬁ(ills in order to avoid detection

from the Senior Administrative Officer, the two General

Service staff members discovered that there were sevefal For the criminal case to succeed, it was essential to
irregularities in his accounting, which caused them to se&koVve that the meetings that the Senior Administrative Officer
supporting documentation. Upon examining suchsed to obligate funds were in fact fictitious; that the DSA
documentation, they realized that the Senior Administrativcipients who allegedly attended those meetings were also
Officer might have diverted money in April 1996 by C|aimim;fictitious; and that the Senior Administrative Officanauld

daily subsistence allowance (DSA) for designated “expert§0t benefit from a legal defence of diminished responsibility
who were otherwise unknown to the Organization foPn account of his alcoholism. To counter the latter, it was
attendances at a conference they could not confirm. The ti@cessary to find and provide the court with substantive
staff members then brought this information to the Officer-irvidence that the Senior Administrative Officer possessed
Charge, a P-4 who in turn advised the Chief of Administrativwell above-average mental capacity when he developed and

Service and senior management. UNCTAD managemétplied the multifaceted system he used to perpetrate the
scheme.
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members became so accustomed to his practice of showing
up by 11 a.m. demanding cheques before 3 p.m. that they
never questioned him. The Senior Administrative Officer

added to the perception of urgency by going personally to

7. Although the ba5|_c SChe”?e. was .S|mple., thg mEChanB'ﬁlOG to walk the paperwork tbugh FRMS so that he could
developed by the Senior Administrative Officer in order t%?llect the cheques payable to the “experts” in order to

aVOid. dg_tection were comp.lex, using a combina-tion Of_ aCtu("511istribute them to the payees. This, in turn, caused FRMS to
and f|ct|t|ou§ QNCTAD project numbers, realistiownding uickly authorize the issuance that same day of the required
names offictitious experts and open.and closed U!\I(.:TA mber of cheques. The Senior Administrative Officer would
projects. The scheme also required a _sophl_st|cat n collect the completed cheques in person from the FRMS
undgrstandmg of how the UNCTAD administration o ashier. From there, he would walk through the Palais to the
.prOJECtS gnd financial systems. worked as W?” as ofUNO cal bank branch offices, seeking out each time the same
interventions that only a United Nations insider coul ashier. Like the FRMS staff, the teller became so used to his
develop. practice that she never questioned him. She would cash the
, o cheques which he had endorsed with signatures of the
(a) Manipulating in UNCTAD fictitious payees. In an unnecessary but clever finishing touch
8. To begin, the Senior Administrative Officer wouldthe Senior Administrative Officer then, in front of the cashier,
simply obligate a sum of money, usually less than 15,008@ould place the cash in envelopes on which he had written
Swiss francs (SwF), which he charged to an UNCTALRhe names of the fictitious “experts”. This worked at least 59
project account number using the miscellaneous obligatitimes.
document (MOD). That sum of money would be the total
amount of DSA for several days for several fictitious ) L
“experts” who were allegedly already at Geneva attending 8- Proving the criminal case
conference or a meeting of experts; the DSA was necessary
to cover their purported expenses to extend their stay eitid}.  After being confronted before the Swiss Magistrate with
because the conference had been extended, or more ottenevidence of his crimes which the Investigations Section
because a new meeting had been organized urgently in ord&/OIl0S had developed, the Senior Administrative Officer
to take advantage of their presence at Geneva. This wo@dmitted having defrauded the Organization in 59 transactions
naturally create the impression of urgency to pay the fictitiow SwF 730000. In addtion to developing the documentary
attendees prior to their departure from Geneva, while at tegidence, IS/OIOS provided testimonial evidence, including
same time allowing the Organization to save travel funds. Tistatements from all UNCTAD project officers whose projects
Senior Administrative Officer thus gave himself théad been used bythe Senior Administrative Officer, attesting
advantage of bypassing the requirements and reviettgt no conferences or meetings of experts had taken place as
attendant to the submission of travel documents. Utilizing hidaimed in the MODs, and that the names of the alleged
own authority in the Administrative Service of UNCTAD, theattendees were not known to them. In the cases where the
Senior Administrative Officer would prepare an MOD whicHsenior Administrative Officer used false project numbers, the
he approved himself with the barest of details and r@lOS investigation team was able to provide documentation
substantive  supporting  documentation. UNCTARNd statements to the effect that no such project existed, and
Administrative Service imposed no further review. Thus, higerefore could not have generated a conference or meeting
MOD, with a roster of names of experts attached, went — @f experts. For the terminated projects that the Senior
his authorization alone — to the UNOG Financial Resourcégiministrative Officer used, statements were also obtained
Management Service (FRMS) for approval and cheqdieom project officers who were able to certify that such

A. Developing the scheme

issuance. projects had been completed and closed at the time when the
conference or meeting of experts was alleged to have taken
(b) Manipulating in UNOG place. The Swiss law enforcement personnel were able to

access the Senior Administrative Officer’s baadcounts and

9. Al f|rs_t, when asked for supporting SUbS_tant'V?he OIO0S investigation team provided the analysis for the
documentation by FRMS personnel, he would advise the({Burt, demonstrating that each time that the Senior

that such documentation would be forthcoming but that giv ministrative Officer diverted a sum of money from the

the urgency it was not then available. That practice occurr o . o
ganization, there had been an equivalent deposit in one of
50 frequently between 1990 and 1996 that FRMS st s bank accounts within a short period of time. The most
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difficult phase of the investigation was the reconstruction of which began immediately. The court also issued a provisional
the system that the Senior Administrative Officer had used. order to repay the balance of the funds stolen.
To do this, the investigation team had to analyse every journal
voucher that the Senior Administrative Officer hadguced o
in the last 12 years. With the assistance of an UNCTAHI. Fraud indicators
technical expert and using a “protocol” system to identify
suspect entries, the investigation team was able to isolate fi& One of the key questions which emerged was: How did
journal vouchers which contained the Senior Administrativlhe Senior Administrative Officer continuously embezzle
Officer’s fictitious reconciliations. When extracted, thoséunds from the United Nations for more than a decaddeuit
reconciliations could be shown to total the aummts initially the scheme being discovered? The Senior Administrative
stolen. Those analyses were documented so as to be acce@iffider himself, in his first appearance before the Magistrate,
as primary evidence of the Senior Administrative Officer’'glaimed that he had been able to carry out his scheme because
wilful deceit. there were no controls. However, UNOG representatives and
investigators who participated in the prosecution were able
L . to demonstrate that the United Nations system of controls
C. Obtaining recovery and sanctions included the Senior Administrative Officer, who had abused
that high position of trust to certify his own requisitions to
11. As a result of the joint criminal and civil actionperpetrate his scheme. It was argued that an employer might
undertaken by the United Nations in this case, thepose trustin an employee and that the latter is fully and
Organization was able to recover 68 per cent of the sysersonally responsible for his crimes. However, it is also true
stolen by the Senior Administrative Officer. Following receipthat the Senior Administrative Officer was able to
of the evidence and his subsequent admission of guilt, tegstematically defraud the United Nations for more than 10
Senior Administrative Officer was ordered to repay thgears without being discovered. The investigatioarfd that
Organization the full admitted amount he had stolen. Thaere were a number of fraud indicators which were evident
Swiss Court was able to order the sale of his apartmentiell before the Senior Administrative Officer virtually
France. However, the Senior Administrative Officer alsexposed himself by his requests to his staff in May of 1996.
owned a property in the United States of America. Thgome of those fraud indicators were in the areas of the Senior
investigation team was able to monitor the selling activity fosdministrative Officer’s functions and responsibilities, which
that property. In the course of the Swiss proceeding, th@ was able to exploit. The fraud indicators, both systemic
investigation team discovered that the Senior Administrativghd personal, were:
Qﬁlcer had sold his United States property and had not (a) (Systemic) No separation existed between the
informed the court. In order to maximize recovery, th(Ta'uncti

. L - ons that the Senior Administrative Officer was called
investigation team was able to secure sufficient proof of the )
ugon to perform or for which he volunteered. He had four

sale of his United States property. When that evidence Wg’lstinct functions in one portfolio of projects: budget, finance
presented, the Swiss Court ordered the Senior Administrative P broj : get, ’

Officer to remit the proceeds of the sale to the United Nation%%i%g:g??njzgir;[hehifs,oz(a:ilth%?iltn t tgocr:e?tlij g/':;:sé: dr:?usrisf(())t:]r
In addition, the Senior Administrative Officer agreed to pa 9 Y P

. . ..projects) in the one portfolio meant that he could hoard
the lump sum pension payment he received from the Umtm ormation, suppress transparency and deflect attention awa
Nations Joint Staff Pension Fund to the United Nations ?s X » SUDPTes ) P y y

: - rom his own activities;
partial restitution.

12. As penalty for the commission of the 59 instances (b) (Systemic) UNCTAD carries a “pool fund”, the

theft, the Senior Administrative Officer was sentenced to 1 erminated Project Accpunt ._Fund_s_posted to Su.Ch an
account soon lose their project idép The Senior

e . . ) >
served in custodial detention awaiting trial. As the Senic')grdm'mStrat'Ve Officer was able to debit that account of

Administrative Officer had left Geneva following hisun|dent|f|able funds to repay the debits he hadded against

termination from the United Nations service and the criminé?al’ false or completed projects. Itis also a systematic high

. S LT . .Tisk for an organization to let such an account accumulate
investigation and was living in his home country with hi )
i . arge reserves;
family, he was not required to return to custody because the
court also imposed 10 years exclusion from Switzerland, (¢) (Systemic) The certifying and approval functions
had become routine and did not engender questions. In
particular, the Senior Administrative Officer was able to
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completely control the requesting and certifying functions in  a low standard that it was euphemistically known as the
UNCTAD, and to exploit the United Nations control system “system Senior Administrative Officer”;

atthe UNOG approval point; () (Personal) The Senior Administrative Officer

(d) (Systemic) The control system allowed the Senior  used to loudly describe his sexual encounters both within and
Administrative Officer to collect the cheques payable to outside the United Nations;

others from the FRMS cashier. Moreover, he was the only (m) (Personal) The Senior Administrative Officer was

senior officer who regularly collected cheques from FRM%&nown for seeking pity by inventing personal catastrophe

(e) (Systemic) The absence of substantive stories. His own supervisor, the Chief of Administrative
documentation supporting his certified MODs was questioned  Service, recounted to the investigators that once the Senior
only rarely and not at all in recent years. The fact that the Administrative Officer was crying in his office. When asked
approving officers accepted his certification without requiring  why he was in such despair, the Senior Administrative Officer
the signature of the requisitioner of the expenditure allowed explained that he had a daughter who was suffering from a
the Senior Administrative Officer to both initiate and terrible drug addiction problem. The Chief of Administrative
authorize those expenditure requests; Service was so affected that he started crying himself. The

()  (Systemic) When the project data sheet (PDé')ext day the Chief learned that the whole story was a lie.
was designed, the Senior Administrative Officer argued

successfully that the sheet should not contain any data R? Obvious deviations: how they were

travel; looked
(9) (Systemic) The lack of coordination between the OVEriooke

certifying function in UNCTAD and approving function in
UNOG was a serious flaw. As explained below, FRMS di

$4. There are two ways that the Senior Administrative
not possess a substantive list of UNCTAD projects, and co?

d‘ficer’s scheme could have been discovered: first, it could

not properly verify whether or not the information the Senio ave been discovered at the initiation point when he obligated

Administrative Officer provided on his documents was tru unds for a fiditious m.e_et.mg; ;econd, it could ha\{e been
Since United Nations Development Programme (UNDP) arﬁiascovered at reconciliation time when he submitted his
UNCTAD lists contained discrepancies, the lack of a list ?urnal vouchers at Fhe end of egch month or when the PDS
project numbers in FRMS was only emblematic of the Iarg&howeOI an unexplained expenditure.
project control problem in the UNCTAD Administrativel5. In the first case, namely discovery of the fraud at the
Service; beginning of the process, the Senior Administrative Officer
(h)  (Systemic) The United Nations obviously doedever su.bmitted any substantive .documentation with his
not have a well developed and well publicized policy foplams. Itis clear gnd incontestable, in the case of UNCTAD,
that DSA expenditures for experts attending a conference at

dealing with alcoholism and other forms of addictions ) . .
eneva can emanate only from a project officer who carries

Therefore, employees do not know how to deal with su%ﬁ bstanti ibility of imol ting th iact
cases among colleagues: e substantive responsibility of implementing the project,

and that a Senior Administrative Officer cannot be allowed
(i)  (Personal) It was common knowledge among hig initiate the expenditure without substantive imprimatur.
colleagues in UNCTAD and UNOG and wéthown to his  vet in at least 59 cases in nine years, the Senior
supervisor that the alcoholism of the Senior AdministrativRdministrative Officer presented certified obligations for
Officer was making him irresponsible and affecting higych expenditures without that substantive imprimatur.

performance; 16. The Chief of Administrative Service told the
()  (Personal) It was common knowledge that thghyestigators that he could not review the work of a Senior
Senior Administrative Officer was spending well above higdministrative Officer because the responsibility for such
means, particularly to pay for couturier clothing, alcohokertification was personal under the financial rules. However,
overseas golfing trips, golf membership, real estate, alimofyat rule does not — and cannot — be held to mean that
and social occasions; certifying officers are not subject to supervision. The Chief

(k) (Personal) The Senior Administrative Officer waglaims that he never reviewed the Senior Administrative
notorious for his sloppy work, his poor accounting method&fficer’s work despite his growing alcohol-related problems.
and unexplained debits and credits in his journal voucherd)at abrogation of the supervisory responsibility of a Chief
which he insisted on compiling himself. His work was of suchllowed the scheme to grow and continue.
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17. While there is evidence that the FRMS approving had himself experienced the Senior Administrative Officer’s
officers attempted, at least initially, to seek substantive lies and observed his behavioutiple oecasions. He had
documentation from the Senior Administrative Officer, they sought to ease him out of the Organization on an agreed
did not rigorously follow up in their attempts, nor did FRMS termination, and more to the point had ceased to appoint him
require proof by signature and other documentation of the as the Officer-in-Charge of Administrative Service in the
actual payment to the experts, nor did FRMS reject his absence ofthe Chief of Administrative Service, preferring to
irregular journal voucher submissions. puta P-4 in charge. According to the Chief of Administrative

18. Inthe case ofthe second instance, namely discover gtrvice, notwithstanding the Senior Administrative Officer’s
re(;,onciliation time. the Senior Adminis,trative Officer wa ehaviour and state of health, he did not believe that he would

renowned for submitting incomprehensible jourmalchers, ave received the support from UNCTAD management to

which when closely examined by the investigators, reveal&gmove :]he Senior Affc.iministrativz Ofrf]icer frombcerti(;‘ying h
the fraud. Yet those journal vouchers, with all their erasur gatus:T_ere were su |C|ent.groun S, NOWEVET, Dase on the
and lack of explanation, were also approved by the Seniéf"Ud indicators, for the Chief of Administrative Service to
Administrative Officer’s focal point at FRMS. Interestingly,seek and obtain the support of UNCTAD’s higher

in 1984 the external auditors forwarded audit observatioH%anagement to remove the Senior Administrative Officer

to UNCTAD, expressing concern about unexplained debiflrsom_ .the _“St of c.ertn‘ymg officers. The Chief Of

and credits in journal vouchers. But since the Seni&dm_m!strat!ve Sgrwce later stated that the Senior
Administrative Officer had volunteered to be the focal poirﬁ\dmmlstratlve Officer had ceased to become his problem
for those and other auditors, he was given the responsibil
of responding to the observations. On that occasion, he sim
replied that the Administrative Service would be more
diligent in its accounting. No follow-up was carried out to SNl
verify whether or not the Administrative Service of UNCTAD V. Respon5|b|I|t|es

did become more diligent in its accounting, and it is clear that ) ) ] ) )
it did not. 21. Financial operations can be made to run satisfactorily

) ] ) provided that the system is supported by appropriate profile
19. Some UNCTAD project officers candidly told the,giocols, that is, clearly identifiable events, documents,

investigators Eh_at_t“he Senior Administrative Officer wagqcedures or activities that are designed to be followed so
known as the *fix-it” man, and that sometimes they had that any deviation will trigger an inquiry. Fraud risk
contact him when they discovered that their project reportsecialists normally agree that without a sound mix of profile

indicated an unexplained expenditure or shortage of fundgniocols, it is difficult to motivate those who are supposed
The Senior Administrative Officer would either rebuff theig activate the control measures to increase the level of due

requests or advise that an error had been made in the proj(ﬁﬁbence.

number, and he would re-establish the missing funds to the .

project account. Usually, this satisfied the concerned project-  Within the framework of UNCTAD-UNOG, there were
officer. However, the project officers who explained those™ at the time the Senior Administrative Officer was active
events were also those who examined the PDSs. Others who?"d there are still today the same profile protocols in
did not examine the PDSs could not have known that th&j¥iStence, including the UNCTAD project/account number;
projects’ finances were being manipulated. At the substantiff contents of the substantive memorandum stibchby th?
level, a lack of close monitoring of project expenditures b@,ro;ect officer who initiates a request for expenditure; the

the project officers contributed to a breakdown in the contr8HmMber of the obligating document; the account against which
system. the claim is made; and the monthly expenditures figures.

N ) N . ) ~ These are some of the profile protocols or points of reference
20. Inaddition, there is one critical way in which the Seniofgeq by certifying and approving officers, in the exercise of
Administrative Officer could have been prevented fromheir functions, to ensure that a claim for expenditure is
continuing to perpetrate his fraud, namely by removing higgitimate. Needless to say, because expenditures in
authority to certify. It is interesting to note, from the list of yNCTAD are based on the execution of projects, one of the
fraud indicators, that in 1995 the Senior Administrativg,gst important and significant profile protocols is the
Officer was identified as no longer being a reliable staffroject/account number. Not only is the assignment of the
member and was seen as chronically dysfunctional, wighgject number an important profile protocol in initiating

certified alcoholism. His own supervisor in UNCTAD, theexpenditure but it also becomes an important point of
Chief of Administrative Service, was aware of this since he

glnce he was under the care of the United Nations Medical
&%rvice, which would regularly clear him to return to work.
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departure in back-tracking the project’s expenditure history.
It is obvious that if those profile protocols are not coordinated
when the two functions of certifying and approving are under
the same roof, it can hinder the discovery of the potential for

24. Although for purposes of the criminal case it was
sufficient to establish the Senior Administrative Officer’s

guilt by the evidence of his activities, in order to determine
the underlying causes IS/OIOS examined operational

any illegitimate act. But when the two functions of certifying deficiencies and hierarchical resfitpsibhe Senior
— in UNCTAD — and approving — in UNOG — are Administrative Officer’'s anbmy was extreme, even after
geographically and organizationally separated and those years of obvious alcoholism.

profile protocols are not coordinated, the risk of exploitatio§s |, - UNCTAD memorandum dated 9 AugUu€89

significantly increases. from the former Director for Programme Support and

23. In the course of the investigation, the OIOS Management Services, the functions and responsibilities of
investigators found it very difficult to locate information the Administrative Service of UNCTAD are broadly
which identifies whether a project is active, completed or described: “The Administrative Service has the responsibility
even fictitious. When the Senior Administrative Officer used for all commitments by UNCTAD in respect of staff

a false project number, the investigators discovered how recruitment contracts and of financial obligations for goods
difficult it was to obtain concrete information which could and services”. The memorandum lists more specifically the
unequivocally prove that such a project did not exist and had  responsibilities of the Administrative Service, including to
never existed. Indeed, many UNCTAD project officers, when receive all project implementation actitiatednin

shown those false project numbers, thought that such projects programme clusters/divisions involving project expenditures;
existed and even referred the investigation team to other tokeep programme clusters/divisions informed of the action
project officers who they thought might be managing them. taken; to ensure that the annual mandatory revisions for
This occurred because both the numbers and the two or tht¢#dDP projects are completed; to provide financial and
word identifiers used by the Senior Administrative Officer personnel data regarding UNDP and trust fund projects
were similar to those in use in UNCTAD. At one stage inthe required for the completion of PDSs; and to circulate the PDS
course of the investigation, it became necessary to request on a regular basis to project officers.

that UNDP provide a comple_te list of UNCTAD _projectsza In addition to the evidence provided in UNCTAD's
because UNDP was theuriding source. That list was olicy documentation regarding its administrative

pro_vided_, but V\_/hen_ it was che(_:ked against the_ UN_CTA rrangements for the Operations Unit, the Unit's product was
projects list multiple inconsistencies weraihd. Difficulties determining factor as to which supervisor held
were encountered, partly due to the long time period undre'tsrsponsibility. When the Unit was concerned with assisting

scr_utin_y. Some projects were ”St?d on th? UNCTAD IisEJroject officers in project input, for example, it is clear that
which did not appear on the UNDP list, and vice versa. OIOﬁe Unit would respond to the Chief of the Technical

. : ) o rvice. In other words, the features of its output tended to
ifthey had any lists of UNCTAD projects. They replied in they,, 5 terize and identify the administrator responsible. It is

negative. FRMS approving officers had either manuallyiq, e that the 59 fraud instances perpetrated by the Senior
compiled their own handwritten records of UNCTAD pro]ec'_ti\dministrative Officer fell squarely within the control

number;, or because of the ro'utine nature of approv”ﬁ%rview of the Administrative Service.

expenditures on the same projects, had recalled certain

features from the list based on previous expenditure claidé- It is obvious, from the information contained in
by the UNCTAD project officers. Naturally, the approvingd NCTAD’s own policy documents on administrative
officers’ own projects list included some of the Seniofffangements, that the Administrative Service holds the
Administrative Officer’s false project numbers. responsibility for the financial controls on project
expenditures. With respect to supervision of any of the Senior
Administrative Officer’s requests to encumber the
Organization’s funds, legitimate or otherwise, it fell to the
Chief of Administrative Service. Indeed, it was then and still
is the Chief’s responsibility to recommend the renewal of the
official status of his staff in their capacity as Senior

A. UNCTAD
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Administrative Officers so as to enable them to carryoutthe 30. The investigators assess that while it may be true that
administrative duties that his office is required to fulfil. concerned FRMS staff who were approving the Senior
Neither the personal responsibility carried by each Senior Administrative Officer’s obligations may have lacked the
Administrative Officer nor the assertion of the Chief of necessarycourage or confidence, it is evident that the absence
Administrative Service that he would not interfere with or  of substantive documentation should have been sufficient
involve himself in the assignments of the Senior owgrds for disapproving payment. Also, it is not clear to the
Administrative Officer excuse his lack of supervision over investigators why it did not become apparent over the years
the activities of this staff member. This is particularly the case to the approving officers, who approved the Senior
from 1995, when by alhccounts the Senior Administrative  Administrative Officer’s obligations at the beginning of the
Officer’s alcoholism was in regular evidence. The OIOS process and who also approved his journal vouchers at the
investigators found several fraud indicators upon which the end of the process, that there was an obvious connection
Chief of Administrative Service could have relied to remove between the Senior Administrative Officer’s obligations
the Senior Administrative Officer’s certifying authority. raised and the debits and credits entered in his journal

28. Also, the absence of substantive documentation in t}z'%uchers.

Senior Administrative Officer’s obligating documents should
have been cause for concern. UNOG approving officers sta?ci Findinas
that they had given up their attempts to obtain such '’ g

documentation because, being General Service staff, they had

been rudely rebuffed in the past and had no confidencedt- The Senior Administrative Officer had engaged in

facing either the Senior Administrative Officer or his Chiefconduct which was demonstrably criminal, over a period of

Based on their testimonies, it would appear that tHBOre than a decade, which caused a loss to the Organization

relationship between FRMS in UNOG and Administrativ@f SWF 730,000, and which wenndetected by the internal

Service at UNCTAD would not enhance the discovery §°ntrol systems of both UNCTAD and UNOG.

irregularities. 32. The Senior Administrative Officer abused his position
as head of the Operations Unit of Administrative Service of
UNCTAD to perpetuate his scheme, and violated the trust

B. UNOG —FRMS placed in him as a Senior Administrative Officer.
. 33. The Senior Administrative Officer had an admitted and

29. Aclear deviation from the control system occurred O ovi . . . .

obvious alcoholism problem, which his supervisors and

at least 59 occasions, when the Senior Administrative Officer ) :
- Co . colleagues observed had become worse over time and which
presented a certified obligating document without a

substantive documentation. The responsibilities ofapprovircncfl rtf;em.to Ilgno;e ?'S apparently dysfunctional and
officers require that they ensure that all documentation protessional conduct.
necessary to justify the expenditure is supplied with th#4. Without mitigating his personal responsibility, the
request. In interviews, FRMS staff members stated that wh&&nior Administrative Officer was enabled to achieve his
they questioned the Senior Administrative Officer on thecheme by the failure of his supervisor, the Chief of
missing documentation, he became either abusive YNCTAD’s Administrative Service, to take action to remove
charming, depending on the person who asked. They statdésl certifying authority, even after discovery of the scheme,
that they had attempted on several occasions to sedkd by the failure of the UNOG approving officers to
documentation from the office of the Chief of Administrativechallenge his unorthodox submissions.

Service of UNCTAD, and that they had been treated withs  The autonomy accorded to the Senior Administrative
disdain and rudeness. The designated approving officerscfficer by the UNCTAD Administrative Service foreclosed
FRMS were mainly General Service staff, who felt togne normal checks and balances that both supervision and

insecure and too low in the United Nations hierarchy thparation of functions would have afforded UNCTAD.
complain or approach anyone whom they could trust to

undertake the @cessary action. They admitted that they had™: e
not suspected that the Senior Administrative Officer wagflicer's submissions to FRMS/UNOG demonstrated a lack

committing crimes but rather that he presented a “sad” aR§@PPropriate management oversight, resulting from the lack

“pathetic” case of alcoholism. of UNOG financial exposure; the unclear demarcation of
responsibilities between UNCTAD’s Administrative Service
and UNOG’s FRMS by General Service staff who were the

The mechanical approvals of the Senior Administrative

10
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approving officers; and failure to challenge a P-5 level Senior
Administrative Officer.

37. The lack of coordination and clearly defined authorities
and responsibilities between UNCTAD adiNOG for
administrative/financial functions not only assisted in the
success of the Senior Administrative Officer’'s scheme but
also contributed to confusion on the part of staff members
about the scope of their functions.

VII.
New management initiatives
(responses by management)

38. Inresponse to a detailed report given to UNCTAD and

UNOG programme managers, both organizations have noted
that they agree with the findings of OlIOS, and have advised

end of the month, lists of current year and prior year

obligations (which project officers use in order to
identify obligations no longer necessary); (b) lists of
consultants and experts employed on the project
concerned, together with the periods of their contracts
and nationality; and (c) graphic representation of how
those contracts are scheduled for the current year. At
the same time, with a view to making the PDS as user-
friendly as possible, a small group, including three or
four project officers and the Administrative Service,
will review the PDS and propose any changes that it
may feel are called for;

(v) The monthly allotment reports provided by
UNOG to UNCTAD will be copied to the project
officers together with PDSs, thus giving project officers
the opportunity to confirm or correct PDS contents;

(b)

It is understood that the above procedures will

Management Information System (IMIS) is introduced in the

course of 1999.

A. UNCTAD 40,

39. UNCTAD has advised OIOS as follows:

(a) As the outcome of further review within
UNCTAD and discussion with UNOG, the following

OI10S will monitor UNCTAD implementation.

B. UNOG

UNOG advised OIOS as follows:

additional procedures have been or are being implementé&:-
() Supervision over financial operations was (a) Two broad issues deserve comment. One was

formally strengthened after the Senior Administrativirmally raised in.the report, which is the issue of cont.rols,.
Officer affair was discovered by designating the Chiefind the other, which permeates the report aqd Was.ra|sed in
of the Administrative Service as the main certifyingh ©10S management report on UNCTAD, is the issue of
officer for UNCTAD, with all other certifying officers delegation of authority and delineation of responsibilities
designated as alternates to the Chief; between UNOG and UNCTAD;

(i) Future journal vouchers will bear the initials/ (b) Ontheissue of controls, UNOG has taken a series
signatures (a) of at least twdifferent officials in o_f measures (most of the_m very shortly after_the frayd
UNCTAD — the staff member preparing them and thdiscovery) aimed at correcting a numper of practices which
certifying or alternate certifying officer, and (b) of theW€re not consonant with proper financial controls. In
approving officer in FRMS/UNOG; o particular, the following control measures have been
(|||f Pending a decision on which office will issueintroduced:

allotment advices (i.e., Office of Programme Planning, Q)
Budget and Accounts/New York, FRM3NOG or
UNCTAD itself), all approved UNDP project
documents will be copied to FRMS/UNOG.
Furthermore, no expenditure will be processed until
FRMS/UNOG a&nowledges receipt and entry of the
financial data into their computer;

(iv) In connection with current PDSs, it should be
noted that these include more information than is
required for reporting to UNDP. For example, the PDS
includes (&) in addition to the financial position at the

No obligation documents are accepted for
recording purposes without the proper substantive
documentation as justification for the request from
departments. In cases where the required justification
is not attached with the obligation document, then the
responsible approving officers at FRMS request such
attachments from the departments. All obligation
documents without supporting justification are rejected;

(i)  Alljournal entry vouchers are carefully checked
for validity and correctness. Any such vouchers not

11
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conforming to United Nations financial regulations and
rules are questioned, and the departments concerned are
requested to provide appropriate
clarifications/corrections, as needed;

(iiiy UNCTAD is now sendingNOG regularly and

in a timely fashion the list of its projects to allow FRMS
to verify the project reference numbers shown on the
obligation documents;

(iv) With the introduction of an automated payment
system via the bank, there are fewer cheques issued by
the Treasury. UNOG also has an automated payment
system for travel claims settlements, consultancy
payments and vendor payments. The few cheques that
are issued are nomon-negotiableheques, whiclkan

only be cashed by the payee whose name appears on
the cheque

(v) Instructions for cheque distribution and
maintenance of control records for the Cashier’s office
have been issued,;

(vi) Similarly, procedures are in place for the
cancellation of cheques;

Furthermore, UNOG has taken due note of the above-
mentioned list of fraud indicators, which it is using as a
checklist to ensure that FRMS carries out its tasks in a more
responsible manner and thereby avoids similar cases in the
future;

(c)

The issue of the delegation of authority and

delineation of responsibilities betweBNOG and UNCTAD

is more complex since it may involve changes in the
delegation of authority currently granted to UNCTAD both
in the human resources and budget/finance fields. The
approach to possible solutions seems to have evolved: on the
one hand there originally appeared to be an intention to
regroup in UNOG some of the functions/authority currently
exercised by UNCTAD in the human resources and budget/
finance fields, while on the other hand more recently there has
been a definite call for more authority to be delegated to heads
of departments in those fields.

42.

OIOS will monitor UNOG implementation and follow-

up on the issues raised.

VIII.

43.

Recommendations

The following are the recommendations of the present

report:
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Recommendation 1

UNOG and UNCTAD should form a joint
administrative task force to meet regularly to ensure full
discussion of issues. In the view of OIOS, a number of

the deficiencies, such as the lack of project information
from UNCTAD to UNOG, could have been easily
corrected had the parties met regularly (IV96/071/01).

Recommendation 2

Managers in the UNCTAD Administrative
Service and the UNOG Administratiohsuld review
the qualifications and standing of all persons delegated
to have either certifying and approving authority,
mindful of the fraud indicators listed in the present
report (IV96/071/02).

Recommendation 3

Managers in the UNCTAD Administrative
Service and the UNOG Administrationhsuld
supervise the activities and functions of all certifying
and approving officers which can be done within the
supervisory responsibilities of managers, without
affecting the personal responsibility assigned to such
officers under United Nations financial rules
(IV96/071/03).

Recommendation 4

The Swiss court order allows the United Nations
to recover all funds illegally obtained by the Senior
Administrative Officer. UNOG and UNCTADIsuld
undertake steps, with OlIOS help, as appropriate, to
identify his other assets to recover all of the stolen
funds (IV96071/04).

Recommendation 5

For monthly project reports to UNCTAD project
officers, each responsible officer should be requested
to acknowledge the accuracy of the information
contained, and should be provided with the opportunity
to question any of the information in writing on the
document (IV96/071/05).

Recommendation 6

UNOG approving officers tsould be given
detailed retraining on their obligation to challenge any
and all documents received which do not conform to
requirements, regardless of the grade level or title of the
requesting official (IV96/071/06).
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. 44. Consultations between the investigators and managers
Recommendation 7 of both entities have led to the development and the

UNOG should develop a meaningful programmecommencement  of implementation of the key
for the management of alcohol-related problems ifecommendations of the present report. As a result of this
Geneva-based offices (IV96/071/07). case, senior managers of both UNCTAD and UNOG have
undertaken reforms to correct the vulneitdies identified.
The Senior Administrative Officer was terminated by the
The two General Service staff members who firs rgz_an_izatic_)n. Follqwing the sec_ondmer_n of the Chief_of
identified the problem in this case should be officiall dmlnlstratlvg Service to another international organization

Yit the Assistant Secretary-General level, UNCTAD

ackno-wledged for their 5|gn|f|cant role, ngt only Inmanagement has committed its new Chief to reviewing its
reporting this scheme but also in demonstrating bytheérdministrative operations

actions that they understand that the Secretary-

General's reform programme also means personal .

accountability. Although OIOS does not normally name (Sdigi?-gigrzéf?égkeial
staff members in its reports, OIOS, with the for Int 0 . hyS .
management of UNCTAD, believes that the General or Internal Oversight Services
Assembly may wish to take note of the contribution of
the two UNCTAD staff members, Grace Ipak and
Martine Eichenbaum (1V96/071/08).

Recommendation 8
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