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1. The Advisory conrnittee on Adminj.strative and Budgelary guestions met with the
Board of Auditors in Septenber 1984 and discussed witb it the Boardrs repor ts to

I the General Assenbl-y on the financial accounts of the united NaLions, V includinq
7 the rnternational Trade Centre 2/ and the United Nations University, 3/ for the

biehniun ended 3l- Decenber 1983; the Lhited Nations Developnent Frogralune, 4/ the
united Nations childrents Fund, 5/ the Un j.ted Nations Relief and works Agency for
Palestine Refuqees in the l,lear E;ast. 6/ the United Nations Institute for Traininq
and Resealch, 7/ the voluntary funds administered by the Unj.ted Nations Hiqh
corunissioner for Refugees, !/ all for the year ended 3L Decenber 1983t the zund of
the United Nations Environnent Progranne for the bienniurn ended
31 Decenber I983t !/ the tinited Nations Fund for Population Activities for lhe year
ended 3I Decenber 1983., L0/ the United Nations Habitat and Hurnan Settlenents
Foundation for the bienniin enaled 3I Decerb er I983i aI/ and lhe ttnited Nations
Industrial Developnent Fund for tbe year ended 31 December 1983. W The Advisory
Committeers observations on the report of the Board on the accounts of tbe united
Nations Joint Staff Pension I'und for tbe year ended 31 December ]-9B3 13/ will be
submitted separately to the ceneral Assenbly at ies thirty-ninth session in a
repor t which $rill also include the connitteers recommendations on the report of the
United Nations Joint Staff pension Board.

2. fn the cases of UNDP, UNICEF and UNtrT,A, the docunents containing the repor ts
of the Eoard of Auditors also contain observations thereon by the respective

* A/39/L5o.

) ,n-rrror rssob (E)



A/ 39 / sLO
Enqlish
Page 2

executive heads. The Advisory committee found the inclusion of these observations

to be useful, and reconnends that, for the futule, other executive heads should

include any comments t}ley rnay have in like nanner'

3. The Advisory conmittee has no connents on the Boardrs reports on the financial
statements of the united NaLions university' tlre united Nations Institute for
TrainingandResearch,theUni|e.lNationsHabitatandHunansectlementsFbundation
or the United Nations Industrial Development Fund' co[unents on the remaininq

reports of the Board may be found in paraqraphs 4 to 30 below'

A. United Naticns

4. The broad areas covered by tbe Board of Auditors in its repor t on the

financialstatementsoftheUniledNationsareindicatedinparagraph5ofits
report, and the findinqs are summarized in paragraphs ? to 2I'

5. In paragraPhs 22 to 34, the Board considers the question of budgetary
control, In paragraphs 23 to 25. the Board, after comnentj'ng on tbe late
subrnissionofthebudgetforthelgS2-Igs3biennium,recomnendscloserco.operation
and connunication between the Budqet Division and subrnitting offices- lihile the

Boardrs report rerates to the bienniun 1982-1983, the Advisory comnittee recalls
that the Ciming of the Preparation of the proposed proqramne budget. for 1984-1985

and improvernents that could be nade for subsequent bienniurns were discussed in the
Fifth Conrnittee, in the Econonic and social council, in the coNnittee for Proqramne

and co-ordination ,14 / and in the Advisory corunittee. f!J/ Furtbernore' the
arranqements for tE6 various phases of piepar inC the proposed proqranme budqet for
the bienniurn 1986-1987 were discussed in tbe conmittee for Progralnme and

co-ordination at its lwenty-fourth session. That comnittee, after expressrng
satisfaction with ttre efforts to inprove the budget preparation process, lequested
the Secre tary-Gener a I lo ensure that the arranqements indicated in his report
(E/Ac.5I/Lg84/ 10 ) would be followed. 16,/ Ih view of the foregoinq, the Adv j'sorv

connittee hopes that the previous tirn-inq proutens associated with tbe subnrission of
proqramme budget documentation will be elininated beqinning with the bienniun
19 86-19 87 .

6. In paraqraph 28 of its report, the Board notes t}lae reqular reviews to
establishthevali.lityofoutstandingobligationshavenotbeencarriedoutas
required. The Advisory conmitte€ has drawn attention' in its first report on the
progtur^. budset for the bienniurn 1984-1985 (A/39/7') subnitted to the thirty-ninth
session, to the anounts of unliquidated obligations which have been Provided for at
the end of each of the last three bienniums, and the proportion of these anounts

which have subsequently been surrendered in accordance vtith Financial
Regulation 4.4. The Connittee notes the ateps tiat the secretary-General intends
to take in older to facilitate a full deternination of the val-idity of unliquidated
obligations, and intends lo return to this question in the context of its
for ticorning examination of the nodalities for estimating requirements and

f orecasting expenditures.
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7 ' The Advisory Comittee eought further j.nfornation on the ob€ervations nade in
F,aragraphs 3I to 3rt of the Boardrs report concerning budgetary control at theunited Nations offlce at Gene\ta. The comnittee was inforrned by representatives ofthe Boatd that expendltures anount Ing to Sg5g,8OO were incurred for naJornaintenance at the Palals des l{ations, and weie charged to the current maintenanceaccount in section 28, where savinge had aris-n, rather than to section 32.

8. The expenditures which, accordlng to repreaentatlves of the Secretary-cenera l,ktere not foreseen at the time of the preparalion of the 1.9g2-I9g3 budget lncludedcosts of repalr, refurbi'hing ana patnti.io at the palai' des Natrons anar petit
Sacqrnex (t3612,000) attd nbdiflcations to air conditioning systems ($si,oOO) anOseveral other items at a total cost of grgo,e0o. The Ad;is;ry ;;,*itG. is of thevie*,,that lts concurrence should have been €ouqht b€fore these projecta i{ereundertaken. The cot'littee wai arso infonned uiat ootiqations for purc]rases ofsupdies, in an anouht of SgG,?00, ,.r" .ir-"iqJ against the 1982_1983appropriatlone. al'rough the eupplies were not derivered until 1g84. FinancialRegulation 4'3 state€ that 'Appropr iatlons sharr renain avairable ... fouor.rlng th€end of the flnancial ee:lgd to whieh ttrey relate ro the extent that they arerequrred to discharge obllgations in respect of gooats suppLieal and servicesrendered in the financral period ...' since the supplres in questroh were nocdelivered untll after the end ot ttre tinaic iai'per:.oa, the obligation for theirpurctrase Ehourd not have been ctrarged to the bienniun 1gg2-rgg3. The AdrvisoryComnittee note8, from tie .tatenent in paragrapl, 34, that the Adniniatration hasisaued instructions to discontinue ttis'pra"lice.

9. Procurelpnt practices are considered in paragraphs 3g to 53 of the Boardr6rePort on the Unlted NationE, as well as in tire reports on the International TradeCentre (paras. 14-231 , UNTCEF (paras. 16-28) r nNRl{A (paras. 16_18) and UNHCR(Paras' u-24). The Board drans attentlon io .r"." where fr.nanciar reguracions,rules and policiee have not been fully cornpiiei-wiur? it points out a nurnber of
:l::::T:in",:n,-+!- -aria, $re epecificaiiois or irems for purcbase, in brddinq
fEocedures, ln the role of the Conrnittee oh Contracts (especially rrhere low biddersare not serected), and i'' th€ timing of procurement. rhe advisoiy connittee .haresthe concern of the Board, and urqes that tbe respective adnrinistrations pay closeratlention to all aspects of the procurenent process, both to ensure full compllancewlth the appllcable rulee and to a*f erre-optiiri u". of available resources.
10. nhite the Board, ln paragraph 40, notea inprovenenta in united Nation.procurernent ayatetns and procedurie auring tf,"-t-.i.nniur, it adds that tbere is aneed to docuDent pr@edurea for the erraluation of vendors. performance, to deveLopa Frocurenent manual to reflect tlre status of itnplenentation of the aulomateOpurchase and paltment €l|steln (APt€), and to strenqthen the arrangenEnts for physicalsecurity of tnited Natlon' propertsy. r'rore infornation i.s provided on Apps rnParagraphs 94 to 97, where the bard, after noting shortcoNnings in a nunber ofFhases of the project, exlresaes tbe vJ.ew, ln paragraph 96, that AppS cannot beconpletely inplemented ae originally flanned. Aa a,reaur-t, the bard recornnends anaproach whict will pernit furtber reflnement to *rise Fhasea of the project thatare now in op€ration. The Aarvisory comrttee recarr.s ttrat uris ry"t"r t.r thl.tory of delaya in inple[entation, having orioinatty been intended for cotrpretion
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in 1979. The conmittee tberefore shares the c9r]-cerns expressed by the Board of

Audlitors and trushs th"t:;"=;;;"""ti-tttr" wilr be taken to ensure the earlv

cotPlebion of a functional syEtem'

11. The travel prograrnne is dl6cu€6ed in paragraphs 54 to 57' In Decenber 1980'

:;;";;;y;; ;i;-': :*.tl?fi "'';;'"i,i;:kn:#:"':,':l':::.::'"iiui,3i", 
n""

depa! trnents and executrv
impro\ted as a result'-b"i 

-u'"i *tix"esses stiu.exiet' evidenced by belated revlew

atrat apFrovar or traver piJ;;-d;;;i-noi rerrectel in'apsoved quarterrv proer alunea

:,#"*,::::":,'nH:iil".::r*:':i:x'xH:""*ff '"{ils:li;ililll"l"L"
control of travel .o"t" ' 

'"in-L;-";;;;'i"t 
' the eilvisory comnittee notes that

fur ther procedures wir:' ue iniilu"tJ ttqoit-rng L;-pti"t- tpprovaf of the office of

the secretary-c€nerar r"i-"ii-iit"t1 or etarf to ne"ttnss and conferences' Ll-/

L2, Tedrnical co-op€ration actrvities are considered in paragraFhs 62 to 79'

ltlrile the Board notes *;;';;i;;;;iirv actton.has been taken on r'st of the

lecomlendations in its ;;;";;;;-;;'11' ""rttitt leiici"ncr"s renain' rhe Board

deEcribes weaknesses -'pa":a"a .airag"rar,t at_Headguartera and uNrt'o^in.r

paragraPhs 64 and 75, 
"-"p"-tiiu"ry ' 

rt also noteE instances in uNrDo wnere

erDenditures *.," "'tu'iJi- 
in t*"1t" ot proSect JilocatiottE (Para' 72!' whlle In

other cases Projecta nti'=i"trr i"pt't"ta fiom-p-rior veals but little or no

expenditures had suueeqiel;i;;:" recorded 1ptt""zl) ' At regional conunissions'

ehire siqlificant ettorii i"i'"- u"t" nade ln the nanagetrent of technical

co{peration activitiee] e"tJfl"nta Pt""*:::" have not always been conpl ie'l

wltb.Anongther"p"t""tll"auvtheioaril-arett'l'"slalffsltrottttoftrustfundsfor
technrcar co-operation *i**"rJ'pr"o"r conclusrorr of aqreenents between the

Admlnlstratior, t,ta oonollf;ii 6t-;;;nctt""t of truet fund oPerations pr ior to

the Prottision of funds lilra' zol' rn tpst'ca€es' accordlns to the Boar'l' tbe

Administration n"" n''"t'lT;;;;;" ot rt" r"t"iiion to t"k" ute necessarv rernediar

action. :the Atlvisory *t'*ittt" welconeE these- assurances by th€ AdminlEtration'

but i6 at the sane ,rr,rJ""**i"a-uv tte .*t.rrjli-o" shor-tcqrings repo! ted by tbe

Board. For this '.""on,-i;:zrroili." 
consroers--t]tat it would be beneficial if the

Boardrs observations on'*Jrri.ar co-operatron activitteE courd be brouqht to the

attentton of th€ Go\terning council of UNDP'

13. In paragraphs 80 to 93 the Board of Auditors rePorts on its review of t'he

conFrter operations of ttle Electronlc Data Proceesinq and Infornatlon Syatems

Divt8lon (EDprsDl . ," iil ;;;i;;"ab"-;ard discusses the utlllzatlon of the New

york computine service il;;;';; ih; u"ltiliir"is secretartat and-bv other uiited

r*tiorr" orsanlzatrons in r,re*r'vorr. rt ,".ont'"iat'o#'uitiiliil ill. ". .;;;;i';;i; or Portcies or all urlted Ytr:T
Joint basis, irrclutting ;e-l"""ioe*t"t of poricies and procedurea for joint

facilirieB plannine, ";;i"i;i;; 
ana ut izatiJi-ip.tt.'tzt. rhe Mministralion16

repry as rePor tetl uv #-s";i- ln lragraph gr ig 
"that NYcs was estabrished as a

f,actlity under ttre *;ltl-ioae"t !,nralll.s-svicea 
to unitetl l'lation6

Eeadquarters' and urat, whilp coryuti"s -s"1i"ta 
are provfaea to other ttnited

Nationa organlzatlons i" rnti v*x' tlre centre i" ""i 
ila* jolnt rnanagement ' The

ldvisory cornnittee tt""if"-tt|it allpng t.b€ functions of, EDPISD are to adtninister

erecrronic a"t. pro.."liri J.lir..;-;rra- lac rii."-"lrr".aq""tters and to estabrish

standards and 9u idet in'el.'i", "*- 
ir,"talratlong] iq,z t ttrr" 

-tt't comittee recognizeE

that responsilfffty roi-dt '*"tott""t 
of r'rvcS rEis $ith EDPTSD' it aqre€s wlttr

/...
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the Board (para. 86) that comPliance witll the Etandards 6et by EDPISD 6hould be

monltored.

14. In paraqraPhs 98 to Ul, the Eoard reports on its review of tb€ Internal Audit
pi.ri"io"r. In paragraFh I04, new responsibillties ot the Dlvision are described.
The se relate to.trre auart oi p,roqram*" Per fornance, includlng determlnlng the
valiality of eubftlsslons, the effectiveness of lonltoring procedures. tbe accuracy
of the alata accunulated and the reliability of the reFults obtained. After noting
that these aatditlonal responslbiutles have not been acconpanied by an lncrease of
resources, the Board concludes that present internal audlt coverage is inadequate
to provitle'the Administr€ition wlttl aufficient aEEurance that internal controls are
operatlng efficiently. The Eoard tberefore recomEnds that tbe Present resourceE
of tbe Inteinal Audit Division Ehould be revlewed and neasures taken to correct
deficienc ies. rn 'paragraphs to8 an'l r,09, the Boatd cons ider s ure traininq
programe in the Dlvlslon and suggesti a riview of the sltuation to nensure an
acceptable level of ptof.essional caPac ity aird competence".

15. This i6 not. the first tln|e tlat the Board af Auditors ha5 recornmended
atreng thenlng of the Irrternal Audlt D1vision. In its report for the
biennlum 1978-19?9 the Board comlented extenslvely on the need to improve the
internal audit function. l9l In 1980-1981 ttre noira noted that there was atill
'much to be accornplisheA 6 Ure dlevelofrTrent of professlonal sklll6' particularly in
the apdication of conpu ter €kills to auditn. &/ tne Advisory comittee' in its
f lrst ieport on .the proposed progra&fip buaget For 1984-85, 4,/ recaUed that it had
requeated updated infofnation on the status of inPlementation of the Board's
recomnendacions r and reqretted that thiE infornatlon had not been incl-uded'
atthough lt bad earlier been requeated by the cotnnlttee. In view of tltls, tbe
corunittee considers that the reviews recorfiended by the Board of Auditors in
paragraphs 107 and lO9 ghould be undertaken wlt}|out further delay, and their
results reflected in the protrDsed Progranne budget for 1986-1987.

16. The Board of Auditors notea in ParagraPh 114 of its rePort ttlat Financial
Rrle 110.26 reguires that p,tlyaical inventorles shou Ld be taken of auPplles'
equipment or other property of t.he Lhited Nations at such intervals as deemed

necessary to ensure adequate control over such ProPerty. The Advlsory cornnittee
considers that the malntenance of adequate control over tnited Nationg proPer ty is
essential if losses are to be avoided. consequentLy the cormittee fully shares ure
vlelrs of tbe Board as expreseed in paragraPh l17.

l?. rn paragraphs lr8 to r22, the bard diacusaea procedures for writing off
1o€ses of property' and concludes that these have not been aatisfactoryt
partlcularly in respect of offlcea avay from EeadquarteEs. In ParbgraFb 1l'9' the
Board cites exampl€s of tlree peace-keeping misalons where the Loe€es written off
by the Admlnistration ($95517?5), are 6one 04.2 nlllion leaa than the anpunt
subnitte'l for rrrite-off by t}re rnisslons concerned (some 85'2 nirllonl ' rn reaPonse
to its enquiriesr representatlves of the secretary-@neral lnforned the Advisory
comnittee tlat the proPer ty losses rePorted to the Boald of Audltors ln accordance
wlth Flnancial Rrle ltl.lo lbl &/ excluded nainly atrunta relate'l to contingent
owned proper ty alanage and toseet and that this accounted for the dlff€rences

)
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LI
referred to aborre. In view of the anounts inlrolved, the Advisory contnlttee agrees
with the recomnendation of the Eoard' in par agraph l22 of its report, that Present
ey€tems and procedures should be revlewed, and acceptable criteria and guidelines
established to facilltate the deternlnation of caseg to be congidered for write-off.

B. fnternational Trade Centre

18. In paragraphs IO to 13 of lts rePort on the InternatlonaL Tlade centre, tlre
Board discusses pos ta charged to the regular budget, which' !n the oPlnlon of the
Board, should hare been charged to Ure ProgrannE suppor t costs Ftnd. According to
infornation given to the Advlsory cotttrtittee, 1? posts were ao oharged ln 1982, but
retloactively adjusted in 1983. on the recomnendation of the auditora. In tbis
connection, the Advisory comnittee noteE tlat a conEultant haa recently been
retained to review, inter alia, Ute distribution of headguarters posts between the
reqular budget and the support cost€ budget and to examlne the feaEibillty of
establishlng a rationale for tle distributlon of post6 under these dlfferent
sources of funds. The comnittee welcomes thi6 actionr and recolmendB that the
results of tbe study should be reflected in the proposed progrannre budqet for
r986-1987.

19. The Board of Audltors discusses i8suea related to procurenent ln
paragraFhs 14 to 23 of its report. The Aavisory comnlttee.a corEtrenta may be found.
in paragraph 9 aborte.

aIC. unlted Nation6 Developnent Programne

20. In paragraPhs 26 to 48 of lts report on UNDP, the Board of Auditors discusges
general prograrure matters, lncluding proJect budget controL, relrlelrs of long
duratlon projects, evaluation of projects and progratrmeE, the reaulta of tripart!.te
revielrs and evaluations, ternlnal assessnent reports, agency per formance reviews,
arr(l tripartite particlpation in the progranuning proces6. In paragraphs 49 to 62
the Eoard reports on the results of its reviews of lndividual projects. The
comnents of the Adniniatrator on thege sectlons of tle Board r€ report nay be found
in paraqraFha 6 to 17 of the Adtlinistrator tE observations.

21. fn paragraphs 66 Eo 69, the Board drans attention to tbe standards of
accomrpdation of UNDP staff mernbers and the ir eliqlble fanily menbers on offlclal
travel by alr. UNDP has recently decided to apply the rEat econornical full econorny
fare (Busineaa claas) whbn the duration of the flight exceeds sl:r hours' except for
travel in connectlon with the education of staff menfers' children. The Board
points out that the UNDP arrangement is less economical than the atandardl aPPIied
in the unlted Nations, nhereby entitlement to. t.he claas innediately belon first
cla6s is restrlcted to flights exceeding nine hours. The @tmittee recalls that
the united Natlons Etandard was established by the secre tary-G€neral in 1983 and
brougbt to the attention of the ceneral Asser$Ly at it6 thlrty-eighth Eesslon. ?g/

22. on the questioh of experts and consultants, the Board draws attention !h
paragraptr 73 to cases where contracts with conaultanta have been 6i9ned after Ure ir

I
/...
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servlces had conmenced. $hile the .Administrator, in pa.ragraph 24 of hls
observations, states that only a snalr number of contracts haat been aigned on aretroactive basis, the Advlsory contnittee is of the view that this practice should
be discontinued artogether, unress there is an o'errlding reason to the contrarv.

D. United Nalions Cbildrenrs Fund

23- The Board of Auditors discusses procurernent questions in paragraphs 16 to 28of its report on UNICEF. The Advisory Connittee I s cotnnents on procurement nay befound in paragraph 9 above.

24. rn paragraph 31 of its report the Board notea that substantiar cash barancesare being maintalned in non-interest bearing rocal currency bank aecounts. TheAdvisory corunittee recalrs that the Boara niae a silnilar 
"i'un 

r,t last year. z4,zl{hlle the tNrcEF Mnninistration haa responded that the an.unts involved totar lessthan t$o weeks of UNrGF cash expenditure, the Aatvr sory corunittee consrder. thatrnore could be done to lnprove cash nanagement at field offices, so as to reducefurther the level of non-lnterest bearing bank accounts.

25. Physical inventories of uNrcEF prop€rty are discussed in paragraphs 43 to 47of the Boardrs report. The Advisory connltteers corrnents on trris issue nay befound in paragraph 16 above.

26. fn paragraphs 16 to lg of its report on UNRI{A, the Board dlscusses tfieprocurement of supplies and egurpment. The comnents of the Aalvisory cornnlttee naybe found in paragraph 9 above.

27. rn paragraphs L7 to 24 of its repor t on tl|e voluntary funds of tNHcR, the
Board discusses the procurement of supplies and equipment. The conments of theAdvisory Connittee nay be found in paragraph 9 above.

G. Fund of the Unlled Nations Environnent prograrune

28, rn paragraphs 25 to 2g of lts repor t on tie Fund of uNEp, t].,e Board discus'esthe arrangements nade regaraling the c-urrency of palment of salary forinter nationall-y recruited general service siatr in IrNEp.. The goard notes that theINEP adninistration has been pa.yrng these staff netnbers ?0 per cent of their sararyin convertible currency, which is the propor tlon payable in convertible currency toprofessiohal staff and technlcar co-operation personner. The maxinum proportionauthorlzed by Headquarters for paynent in convertlbre currency to internatlonarly
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recruited general service staff is 25 per cent or 50 per cent' dePending on the

dependancy status of the staff merber ' Representatives of the secretary-General

informedtheAtlvisorycoNnltteetlat,sofarasv'askno$natneadquarters'thlswae
a situation that haal arisei onry in uNEp, and was restricted in application to 6otre

30 staff n*mbers. ntrile the faits qiven by the Board were essentiarry correct,

consultations on tne rnattei-were continuln! between Headquartera and UNEP'

29. Non-expendable proPerty is referred to in ParagraPhs 23 and 24' The comnents

of the Advisory corrnt tteJ Ji in""ii"tv control "y"ti."- 
*.y be found in Parasraph 16

above .

H. Unlted Nations Fund for t'opulation Actlvities

30. rn paragraph l?.of its report on UNFPA' the Board discusses standards of

travel ln UNFPA. The Advisory conmltteers cotuttencs on this issue nay be found in

paraqraph 2I above.
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