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LETTER OF TRANSMITTAL

Oslo, 4 October 1957

Sir,

Au examination has been made of the accounts of the United Nations Korean
Reconstruction Agency for the financial year ended 30 June 1957.

The financial statements presented for audit certificate by the Agent General
have been examined and certified.

On behalf of the Board of Auditors of the United Nations, I have the honour
to transmit for presentation to the General Assembly the financial statements and
audit report thereon.

Respectfully,
(Signed) Lars Breic
on behalf of the Board of Auditors

The Secretary-General of the United Nations,
New York.
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FINANCIAL REPORT CF THE AGENT GENERAL

For the financial year ended 30 June 1957

1. The financial statements of the United Nations
Korean Recenstruction Agency for the year ended 30
June 1957 are submitted herewith; these consist of the
following documents:

Statement
1.  Summary
1. 1952-1953 programme
111, 1953-1954 programme
1V. 1954-1955 programme
V. 1955-1956 and 1956~
1957 programmes
VI. Income, <bligations incurred and net resources
VII.  Assets, liabilities and net resources

Schedule
A. Governmen: pledges and contributions
B. Investments

Addendum
A. Hwan assets, liabilities and net resources
B.  Hwan income, obligations incurred and net resources

Plans of expenditure,
obligatiens incurred and
unobligated balances

2. In the financial report for the year ended 30
June 1956 (A/3206)* it was stated that a total of ap-
proximately $146 million had been available during the
lifetime of the Agency. In the year just ended, further
resources, mainly from miscellaneous income, were in
the neighbourhood of $1 million. The total income to
date is therefore $147 million. At the closure of the
accounts, commitments in total had risen to $143 million,
thereby reducing the unobligated funds to approximately
$4 million. Of this sum, approximately $1 million has
been set aside to meet administrative and operational
expenses during the financial year 1957-1958 and also
to cover the expenses of liquidation. Accordingly, some
$3 million is available to meet possible increases to cur-
rent projects and for any contingencies which may arise
from increased market prices or unexpected delays in
deliveries of goods to Korea.

3. Settlement of traders’ invoices and other liabili-
ties continued at a steady pace during the year. The
total cash disbursements were in the neighbourhood of
$16.5 million, leaving approximately a similar amount
to be handled before final liquidation.

SUMMARY OF CURRENT PLANS OF EXPENDITURE, OB-
LIGATIONS INCURRED AND UNOBLIGATED BALANCES
SHOWING CUMULATIVE POSITION To 30 June 1957
(StatEMENT )

4. As a result of the time required to complete many
of the Agency’s long-term projects, it has been neces-
savy, and in accordance with wsual practice, to report
on plans of expenditure which were still current; these
covered the perind 1 July 1952 to 30 June 1957. Expen-
diture incurred from the inception of the Agency to
30 June 1952 has already been finalizod and the ac-
counts completely closed for that period. Column 1 of

X Official Records of the General Assembly, Eleventh Ses-
swon, Supplement No. 6C,

the statement shows the various plans of expenditure
which have been approved by the Agency’s Advisory
Committee. In keeping witn the financial regulations,
allotment within the plans of expenditure are limited
to the amount of money actually received. As a result
of income falling far below the amount anticipated, it
will again be seen that projects undertaken by the
Agency lag behind planning by almost $100 million,
Obligations recorded by the Agency are based on the
best possible estimates available at the time the liabili-
ties are incurred, These are under constant scrutiny as
market prices and shipping charges, etc., become firm.
Column 3 shows the position as known at 30 June 1956;
variations to figures arising from cancellations and price
changes, etc., during the current year are shown in col-
umn 4. Additional obligations made during the year
amournted to $5,245,739 as detailed in column 6; the
cumulative position is shown in column 7.

STATEMENT OF FINANCIAL YEAR 1952-1953 pLAN OF
EXPENDITURE, OBLIGATIONS INCURRED AND UNOBLI-
GATED BALANCES SHOWING CUMULATIVE POSITION
10 30 June 1957 (StaTEMENT 1I)

5. Every effort has been made to reduce unliquidated
obligations and outstanding commitments under this
year’s plan of expenditure. These figures have been re-
duced by over $1 million from those shown one year
ago. The items remaining outstanding arise mainly from
charges on which final documentation is awaited from
the United States Department of the Army and aiso vari-
ous staff administrative reserves which will be settled
during the close-out period of the Agency.

STATEMENT OF FINANCIAL YEAR 1953-1954 pLAN OF
EXPENDITURE, OBLIGATIONS INCURRED AND UNOBLI-
GATED RALANCES SHOWING CUMULATIVE POSITION
T0 30 JUNE 1957 (StaTEMENT IIT)

6. During the year ended 30 June 1957, obligations
recorded in previous years were reduced by over
$600,000 and new obligations were incurred to the ex-
tent of $2 million for an increase of approximately $1.4
million, thus bringing the total expenditure on this pro-
gramme to $45,168,861. The total sum liquidated, how-
ever, increased by approximately $8 million to the figure
now shown in column 3, $37,268,856.

STATEMENT OF FINANCIAL YEAR 1954-1955 prLAN OF
EXPENDITURE, OBLIGATIONS INCURRED AND UNOBLI-
GATED BALANCES SHOWING CUMULATIVE POSITION
to 30 JUNE 1957 (StATEMENT IV)

7. The plan of expenditure for this year absorbed
all funds which appeared likely to be available for proj-
ects within Korea. Accordingly this is the final plan for
which any operational expenditure is recorded. Allot-
ments have been made to within almost the total amounts
authorized. As reported for the other years’ pro-
grammes, liquidation of liabilities has continued at a
steady pace and the figure shown in column 4, $21,181 -
060, is almost double that recorded as at 30 June 1956.



STATEMENT OF FINANCIAL YEARS 1955-1956 anp 1956~
1957 PLANS OF EXPENDITURE, OBLIGATIONS INCURRED
AND UNOBLIGATED BALANCEsS SHOWING CUMULATIVE
posITION TO 30 JUNE 1957 (STATEMENT V)

8. (@) As stated in the previous paragraph, there
were no funds available in these two plans of expendi-
ture for further operational projects and the expenditure
for the two years was limited to staff costs incurred in
the implementation of projects already planned, to-
gether with the continued employment of a group of
staff members seconded to Unified Command and en-
gaged on the general rehabilitation of Korea. The lat-
ter undertaking was terminated on 30 June 1957 and
the staff members now remaining with the Agency are
engaged entirely on direct Agency projects. The costs
for these years were rainly on a current basis and it
was therefore possible to maintain a high ratio of dis-
bursements. The items shown as unliquidated mainly
refer to staff reserves for repatriation, etc.

(6) A comparison of the two years presented shows
a reduction in each of the three groups of expenditure.
The operational personnel establishment charges for
1956-1957 amounted to $1,319,461 and comprise the

following:

Expressed in terms
of US dollars
Salaries, wages and other staff costs ............. 946,377
Fravel ot i i i i ettt i 17,818
Communications ....veereeenennnennnnnnnneannns 30,242
Supplies and SEIVICES v.vvviiiieieennnrrensoneen 12,065
Equipment .....coieiiiiiiiiiiiiiiiiiiiiiiien, 2,278
Rents and utilities ....c.vvvireiiiiienerrneninnnn. 68,756
Maintenance of vehicles ....oovviieiiieinenn, 24,272

Staff recruitment, transfers, separations, home leave

COSES v e vuuronenanneionnvosesanennesroannsean 69,872
Staff, leave, indemnity payments, income tax costs 129,065
Other administrative COSIS ...vveveenrurerenenees 18,716

Torar 1,319,461

(¢) Administrative costs were reduced by a further
25 per cent to $749,434, made up as under:

Expressed in terms
of US dollars

Salaries, wages and other staff costs .............. 523,245
B =) P 9,884
Communications v....veerivieereennnnceennnnnes 8,961 .
Supplies and SErviCes .....vveevnneriiierineennns 7,053
Equipment ......oiiiiiiiiiii ittt 1,924
Maintenance of vehicles ....ovvenveiiiiiiinnnnn. 21,291
Staff recruitment, transfers, separations, home leave

COSES v evvveennnnennenneeanesannonnnesnsennnes 77,460
Staff leave, indemnity payments, income tax costs 91,616
Other administrative CoStS vvveevreernnnreennnnnn 8,000

Torar 749,434

STATEMENT OF INCOME, OBLIGATIONS INCURRED AND
NET RESOURCES FOR THE YEAR ENDED 30 June 1957
(StaTeEMENT VI)

9. (a) At the close of the financial year of 1955-
1956, there was a balance of $6,669,209 available for
carry forward. The review of previous year’s obligations
carried out during the current year and also the savings
effected in liquidating certain of these obligations gave
rise to adjustments; the carry forward was thus raised
to $8,251,652.

(b) The income from government contributions fell
to a new low figure of $117,739. Further comment is
made in paragraphs 18 and 19.

(¢) Since expenditure continued at a steady pace and
there was no compensating income forthcoming, it was

necessary to liquidate a large part of the investment
holdings. This resulted in a sharp drop, to $504,282, in
the income accruing from these assets. The proceeds
from investments have been the major source of mis-
cellaneous income and during the lifetime of the Agency
have been as follows:

Expressed in terms
of US dollars

1950-1951 .iviivniiiiiiiiiin i 6,503
1951-1052 ot e 202,209
1952-1953 . iiiiiiii it e 419,246
1953-1954 . oiiiiii it e 734,979
1954-1055 i viiinii i 784,601
1955-1956 ..vvveiiniieiii it 1,088,445
1056-1957 «ovviiiiiiiiiiiii e 504,282

ToraL 3,740,265

(d) In continuation of the system which has always
been applied, salaries are recorded in the statements of
obligation on a gross basis, i.e., before any deductions
are made for staff assessment plan contributions. The
amounts so deducted are recorded as income and for
this year amount to $399,266.

(e) In accordance with article II, paragraph 11.2 of
the Financial Regulations, the accounts of the Agency,
other than hwan, are maintained in terms of United
States dollars. For this purpose the exchange rates pub-
lished by the International Monetary Fund are used.
Day-to-day bank transfers and conversions result in
minor fluctuations and for the period ended 30 June
1957 a net credit of $13,082 arose from these.

(f) The sources of other income were as follows:

Expressed in terms
of US dollars

Sale of surplus property ..o vvereiiiiiieriieraens 10,323
Cash discounts on settiement of suppliers’ invoices... 9,415
Sale of publications .....ccvivviiiiieiiii i 184
Commission on sale of travellers cheques ............ 39
SUNArieS +oveeiiriei i e 39

TorAL 20,000

g) The resources available during the year totalled
$9,306,021 and with these, new obligations amounting
to $5,245,739 were incurred, leaving a balance of $4,060,-
282 to be carried forward to the financial year 1957-1958.
This sum is available almost entirely in convertible cur-
rencies.

STATEMENT OF ASSETS, LIABILITIES AND NET RESOURCES
as AT 30 June 1957 (StatemENT VII)
ASSETS

10.  Cash on hand, ot banks and i transit

(@) Owing to the contraction of activities, several
currencies previously held have now been fully ex-
pended ; the cash held at 30 June 1957 consisted of the

following :

US dollar

Local curvency Eguivalent
Australian pounds ........... £A 855. 18. 9 1,917
Canadian dollars ............. $ 13,664.04 14,355

Danish kroner .............. Kr. (22,932.78) (3,320)2

Japanese ven ................ Y 170,912.00

Netherlands guilders ...... Gld. 1,617,442.99 425,643
Norwegian kroner ......... Kr. 11,125983.32 1,557,637
Sterling ..vvvveiiiriiinnninas £ 28,551.15. 9 79,945
Swedish kroner ............ Kr. 210,422.08 40,675
United States dollars ......... $ 109,831.43 109,831
ToraL 2,227,159

a The Bank deficit in this currency is offset by funds held in
the Documentary Letters of Credit Account and for which in-
voices had not been presented.



(b) Foilowing the closure of various bank accounts,
the following remained active as at 30 June 1957:
Australia: Commonwealth Trading Bank of Australia,

Sydney.

Canade: The Royal Bank of Canada, Montreal.

Denmark: Kjobenhavns Handelsbank, Copenhagen.

Japan: The Chase Manhattan Bank, Tokyo.

Korea: The Bank of Korea; Korean Reconstruction
Bank.

Netherlands: Amsterdamsche Bank N.V., Amsterdam.

Norway: Christiania Bank og Kreditkasse, Oslo.

Sweden: Svenska Handelsbanken, Stockholm.

United Kingdowm of Great Britain and Northern Ireland:
Westminster Bank Limited, London.

United States of America: Bankers Trust Company,
New York; The Chase Manhattan Bank, New York;
Chemical Corn Excha.ge Bank, New York; The
Hanover Bank, New York ; Second Bank-State Street
Trust Company, Bocton. s

11. Inwvestments. For the reasons explained in para-
graph 9 (c¢) the investment holdings have reduced by
almost one half to a total of $14,495,938. These are en-
tirely United States dollar holdings and complete details
are shown in schedule B. Owing to the sharp increase
which has taken place in the value of United States short
term money, there has been a decrease in the market
price of government notes and bonds which have a com-
paratively low rate of interest and are due to mature in
1960. Accordingly, all investments have been repoited
at market value on 30 June 1957, or purchase price,
whichever was lower,

12. Documentary credits. When considered advis-
able for protection, the Agency makes use of documen-
tary letters of ciedit for procurement and contracting.
The amounts outstanding at the date of the accounts
were held in the following currencies:

Expressed in terms
of US dollars
Australian pounds .....cvvveiiieeiiiiieeenn. 33,056

Danish krones ..ovveveniiiiiinireneiineeenes 122,562

Netherlands guilders ............oooiiinans. 7,260
Swedish kroner ......covviiiniiiviniiinnnn.. 12,692
E 153l 4 T 4.926

Total 180,497

13.  Accrued interest. In keeping with previous state-
ments produced this item has been considered as an asset
of the Agency. The anticipated sources of this income

were as follows:
Expressed in terms
of US dollars

United States Government securities ......... 32,792
United States quasi govermnent securities ..... 78,018
Bank deposit accounts and time deposits ...... 13,590

Torar 124,400

14. Accounts receivable, advances, deposits, etc.

comprise the following :
g Expressed in terms
of US dollars

Amounts owing by various commercial organizations 41,620

Staff members, mainly income tax advances, etc..... 54,166

Sundry amounts due from national and other inter-
national agencies . .vveeviererierieiirieneaennn, 17,496
Sundry deposits .....viiiieiii i, 2,311
TmPrest aCCOUNtS vuvvevrveieeeiiien i enrananns 1,200
Torar 116,793

LIABILITIES AND NET RESOURCES

15, In the course of the year, outstanding obliga-
tions and commitments were reduced by over $17 mil-
lion to $15,986,762. Against these liabilities various sums

were deposited with procuring agencies ; these amounted
to $4,372,415 and are recorded as a direct offset to the
amounts outstanding. The net figure of obligations car-
ried on the statement is accordingly reduced to $11,614,-
347. The funds on deposit are held by several agencies
in various countries; details are given hereunder:

Expressed in terms
of US dollars

Clayton Equipment Company (United Kingdom).. 15,841
Crown Agents for Oversea Governments and

Administration (United Kingdom) ........... 2,369,165
Department of the Army (United States of

2% ¢T3 o U~ 1) 1 1,660,111
Department of the Navy (United States of

AMEEICA) veviiriiniiiritiaartieeianernnarans 6,678
Draper Corporation (United States of America).. 1,500
Institute for International Education ............ 2,877
Morrison Bearby Limited (Australia) ........... 11,019
Riblett Tramway Company (United States of

AMETICA) tutiiinnine e iinneeerannneecnnnnnnes 54,129
Scandinavian Hospital Committee . .........c..... 70,632
F. L. Smidth and Company (Denmark) ......... 32,607
Swiss Government ........cvviiiieniiiiinennenen 24,283
Vinnell International Corporation (United States

Of AMETICA) tvviviviiirrciatieaneeeennnns 123,573

TorAavL 4,372,415

16. Special accounts

(v) Staff members’ provident fund. Since this is a
tempaorary Agency there is no pension fund in operation.
Iz place of this benefit there is a provident fund to which
6 per cent of staff members’ monthly salaries is contrib-
uted by payroll deductions; simultaneously the Agency
contributes a further 9 per cent. The amount of $480,845
represents funds arising from both sources of contribu-
tions and held by the Agency on behalf of staff mem-
bers who, with few exceptions, remained on the payroil
at 30 June 1957.

(b) Staff Medical Service Plan. Arising from the
solvency of this fund which wae in the past financed
by contributions both from the Agency and siaff mem-
bers, ‘t has been possible since February 1955 to waive
contributions to the fund. (The exemption however does
not apply to staff members recruited since that date.)
It has not so far been necessary to call for further
contributions and unless there are any unforeseen con-
tingencies it is anticipated that the balance on hand will
be sufficient to meet all expenditure until the final close-
out of the Agency.

17.  Sundry credit balances include the following:

Expressed in terms
of US dollars

Portions of contractors’ fees retained pending satis-

factory completion of contracts ................. 645,751
Funds held in trust for other than direct UNKRA
DIOJECES vt evneeeenneesernonsoesvnsnseerannnnss 36,006

Staff members’ funds (mainly terminal emoluments
accrued as at 30 June and liquidated in July and
August 1957) ot e e i e e 272,396

MiScellaneons «vvveeevreeier i i

TorAL 955,6_83

GOVERNMENT PLEDGES AND CONTRIBUTIONS TO 30 JUNE
1957 (ScuepULE A)

18. (@) No additional pledges were received during
the year. The total shown in column 1 is therefore the
same figure as that at 30 June 1956, $141,177 457.

(b) Four contributions were received during the
year totalling $117,739, bringing the total receipts to
$140,019,480. This represents over 99 per cent of the

total sum pledged.



(¢) Itis expected that two of the four pledges out-
standing, those of Denmark and Sweden, will be utilized
for the Scandinavian Hospital scheme in accordance
with the agreement signed between the Scandinavian
Governments, the Government of the Republic of Korea
and UNKRA. The Mexican contribution was made avail-
able in cash after the closure of the accounts and at the
date of this report there remains only the pledge from
the Guvernment of Panama on which no action has yet
been taken.

19. The contributions received in cash and kind have
been made available i1 the financial years shown here-
under:

Expressed in terms
of US dollars

1950-1951 L.ttt 7,225,796
1951-1952 L. ivniii i 11,493,158
1952-1953 ..viiii 51,824,236
1953-1954 .. iiiiiiiiiiii e 33,196,63C
1954-1055 L. .iiiiiiiiiii e 34,731,045
1955-1956 1uvnveinviiiiniiniiiaeiniiaas 1,430,876
1956-1957 tuvvininiiiiin i 117,739

ToraL 140,019,480

20. In compliance with Financial Regulation 10.3
it is reported that one ex gratia payment was made dur-
ing the year. This payment was mau: as partial com-
pensation to a junior grade staff member who was en-
titled to only limited participation in the Medical Service
Plan and who incurred hospital expenses beyond the
scope of his entitlement under the Plan. The total sum

involved was $681.

21. Inventory of supplies and equipment. From the
records of the Agency and also from physical inventories
taken as at 30 June 1957, it has been established that the
Agency had on hand equipment -and supplies valued at
$713,652. These were in the following locations:

Expressed in terms

of US dollars
Korea headquarters .......coovviiieinnineevanans 679,424
New York, United States of America ............ 13,580
Tokyo, JaDan vvveiiiiiirieeriinienrierereinnnnes 20,648

Torar 713,652

KOREAN HEWAN COUNTERPART FINANCIAL POSITION

22. In accordance with an agreement established be-
tween the Government of the Republic of Korea and
UNKRA in 1954, the Government is called upon to
make deposits in a counterpart fund in the hwan equi-
valent of the value of all goods and services rendered
to Korea by the Agency. With approval of the Agent
General, withdrawals are made from this fund to finance
the local currency costs of labour and material required
for the processing of aid projects. The credits to this
fund are financed by means of a government overdraft
account. This overdraft account has been partially liqui-
dated and will finally be cleared by the Agency trans-
ferring from its Collection Account the proceeds accru-
ing from the sale of various commodities which have
been imported for distribution on the local market. The
status of the above funds as at 30 June 1957 is given
below :

Huwan Hwan

COUNTERPART ACCOUNT

Income

Total deposits by the Governments of the Republic of Korea.. 24,749,909,327

Amounts due but not deposited in respect cf goods and services
rendered to 30 June 1956 .....iiiiiieirieriiineiieneaiacnn 2,573,256,390

27,323,165,717

Expenditure

Approved transfers to government departments to firance
UNKRA projects:

Released .....iviviiviiinriiiiniininnnnnnas 13,783,745,543
1,413,806,794

15,197,552,337

Transfers to UNKRA to meet administrative expenditure:

Received by UNKRA ... civiiviiiinirnnees 1,030,340,647
Due to be received by UNKRA .............. 335,817,639
’ 1,366,158,286
Transfers to UNKRA to meet operational expenditure for
projects initiated prior to the signing of the Overall Agree-
ment on 31 May 1954 .............. e reeeeeestenaaneaars 1,397,500,000
17,961,210,623
Unobligated Balance v....veriieinrrerverereneenrenennes 9,361,955,094
A1p Goops COLLECTION ACCOUNT
Collections t0 date ...uvuueertiinieueneenseeresuseneerasensneoseneenenanens 13,010,292,554
Less: Amounts transferred to date to retire the government overdraft created
by deposits in the Counterpart ACCOUME .v.vuvrvrrrrorenrnneennsneenss 2,187,983,265
10,822,309,289




23. From the details of the Counterpart Account
it will be seen that funds have been received or are
receivable by UNKRA to cover administrative expendi-
ture and certain operational expenditure. These funds
form the source of income on which a report is made
in addenda A and B. It must be noted that the hwan
funds are kept entirely separate from the geneial ac-
counts of the Agency and do not form part of the con-
solidated accounts reported in United States dollars on
other statements,

STATEMENT OF HWAN ASSETS, LIARILITIES AND NET
RESOURCES AS AT 30 JUNE 1957 (ADpDENDUM A)

24, Asseis. (a) Almost the entire amount of cash
on hand and at bank is held in the main Agency bank
account with the Bank of Korea, Seoul.

(&) The amount due to the Agency from the Counter-
part Account for administrative expenses, hwan 335,-
817,639, represents 5 per cent of deliveries of goods and
services made to Korea during the period September
1956 through June 1957. Negotiations are at present on
hard with the Government regarding the settlement of
these outstanding claims.

(¢) Accounts receivable, advances, deposits, etc. total
hwan 109,802,456. Approximately one half of the total
represents advances made by the Agency, as a matter
of expediency, for urgent operational projects but will
be recovered from future releases from the Counter-
part Funds. The remainder represents, in the main, local
currency advances which the Agency has made to vari-
ous staff funds; as an offset to these the Agency is
holding United States dollar funds as a collateral.

25. Liabilities and net resources. (a¢) Unliquidated
obligations are recorded in a total of hwan 74,444,228
and in 1ne main represent obligations incurred for ad-
ministrative expenses during the year under review.

(b)) Swundry credit balences. These total hwan 12,323,-
840. Approximately one half of this figure represents
Government funds held and being disbursed by the
Agency. The remainder comprises income from the sale
of scrap project material; this money wiil be eventually
passed over to the Counterpart Account.

(¢) The Agency received from the Counterpart Ac-
count hwan 1,397,500,000 to meet project expendititre
incurred prior to the signing of the Overall Agreement
on 31 May 1954. Almost all of this has been obligated,
leaving an uncommitted balance of hwan 174,548,453.

(d) The net resources carried forward, hwan
545,446,943, are available to meet, so far as is required,
the future administrative expenses of the Agency.

STATEMENT OF HWAN INCUME AND NET RESOURCES FOR
THE PERIOD ENDED 30 JuNE 1957 (appENDUM B)

26. The sum of hwan 384,777,952 was carried for-
ward from the financial year 1956-1957. Adjustments
in savings during the year increased this figure by hwan
653,713. Proceeds accruing from the Counterpart Fund
amounted to hwan 463,588,281 and ‘e sale of surplus
material, etc, raised the net revenue tc hwan 473,040,132.
The income was therefore hwan 858,471,797, Adminis-
trative expenditure applied against the sum available
was hwan 313,024,854, thus leaving resources of hwan
545,446,943 for future use.

(Signed) John B. CoULTER
Agent General
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Statement VII

Statement of assets, liabilities and net rescurces as at 30 June 1957
(Expressed in terms of U 3 dollars)

ASSETS

Cash on hand and at banks
Current balances. .............

Time deposits. ...........ooun

Investments (schedule B).........

Documentary letters of credit. . ...

Interest accrued.................

Accounts receivable, advances, de-
POSits, €1C.. .. it

Certified correct
(Signed) J. McLEAN
Comptroller

1,630,678

396,481

2,227,159

14,495,938
180,497
124,400

116,793
17,144,787

LIABILITIES AND NET RESOURCES

¥
Unliquidated obligations, including
outstanding commitments
Plans of expenditure:
1952/53. . ciiiiiiininnns 520,517
1953/54. .. oo, 7,900,005
1954/55. . it 6,978,247
1955/56. . ... iiiiiinn.n, 201,263
1950/57 .. cvviiiiiinnnnns 386,730
15,986,762
Deduct: Deposits with governmen*
departments, government agen-
cies and other suppliers against
orders placed................. 4,372,415
11,614,347
Special accounts:
Staff Provident Fund............ 480,845
Staff Medical Service Plan....... 33,628
514,473
Sundry credit balances............. 955,685
Net resources (statement VI)....... 4,060,282
ToTAL 17,144,787
Approved
(Signed) John. B. COULTER
Agent General

AUDIT CERTIFICATE

The above statement of assets and liabilities and net resources has been examined in accordance with provisions of the financial
regulations. Ail information and explanztions required were provided, and I certify, as a result of the audit, that the statement is in

accordance with the books of the Agency and is, in my opinion, correct.

12

On behalf of the Board of Auditors,
(Stgned) Lars BREIE, Norway



Schedule A

Statement of Government pledges and contributions as at 30 June 1957
(Expressed in terms of US dollars)

Received
1 July 1956 to
Prior to July 1956 31 January 1957
Amount Total Balance
pledged In cash In kind» In cash In kind received outstanding
) @) (3) “@ (;) ©) @)
Member States:
Argentina..........oooivniiils 500,000 — 500,000 — — 500,000 —
Australia®.......coiiiiiniin. 3,616,446 3,616,446 — — - 3,616,446 —
Austrid. . oovvviiieeinnnnennn. 179,474 139,474 40,0600 — — 179,474 —_
Belgium. .....oovvnevnnnin., 600,0C0 600,000 — —_ — 600,000 —
BUMA. . oot iiiernneennnanans 49,934 — 49,934 — — 49,934 —
Cambodia........cocoiivenal, 1,000 1,000 —_ —_ — 1,000 —
Canada. ... voveinrnnrinennann 7,413,021 7,413,021 — —_ — 7,413,021 —
Chile....oivivii i i 250,000 250,000 — —_ — 250,000 —
Denmark.......ccoeviiininnn, 860,000 289,555 — 47,060 — 336,615 523,385
Dominican Republic........... 10,000 — —_ 10,000 — 10,000 —
Egypte v vevrviniiennninnin., 28,710 — 28,716 — — 28,716 —
ElSalvador...........ccont.. 500 500 S — — — 500 —
Ethiopia.....ovvvviiiiinnn, 40,000 40,000 — — — 40,000 —_
France. . oovvneennerennenennn. 142,857 142,857 — — —_— 142,857 —
GIeeCe. v it e iinenienneeannnn 18,063 — 18,063 — — 18,063 —
Guatemala®. . ................. 7,704 —_ —_ 7,704 — 7,704 —
Honduras.........oovvunvunnnn 2,500 2,500 — — - 2,500 —
Indonesia.......oovvivveuninnn. 143,706 143,706 — — - 143,706 —
Israel. oo viie i i 36,100 — 36,100 — — 36,100 —
Italy. oo 2,014,933 320,000 1,694,933 — — 2,014,933 —
Lebanon.......cooiiiiaaa... 50,000 50,000 — — — 50,000 —
Liberia....oooveiiienninnn.... 15,000 — 15,000 — — 15,000 —
Luxembourg.........cccouunn. 50,000 50,000 —_ — — 50,000 —
Mexico..ovv e iennnnenn 40,000 — — — — — 40,000
Netherlands................... 1,052,632 1,052,632 — — — 1,052,632 —_
New Zealand.................. 836,850 836,350 -— —_ — 836,850 —
NOTWaY . oo vvveeevrrenereennas 1,725,323 1,698,816 26,477 — — 1,725,323 —
Pakistan.........ccoviiiennnn, 315,000 315,000 — — — 315,000 -
Panama.....oovevveennnennnns 3,000 — — — — — 3,000
Paraguay............oovvennnn 10,000 10,000 — — — 10,000 —
Saudi Arabia... ............... 20,000 20,000 — — — 20,000 —
Sweden..........coiiiennn... 966,518 322,237 — 52,689 — 374,926 591,592
United Kingdom of Great Britain
and Northern Ireland®....... 26,340,002 26,840,002 — — — 26,840,002 —
United States of America®...... 92,902,615 92,902,615 — — — 92,902,515 —
Venezuela.........oovvvennnnn. 100,000 30,000 70,000 — — 100,000 —
Torar 140,841,894 137,087,241 2,479,223 117,453 — 139,683,917 1,157,977
Non-Member States:
Liechtenstein.................. 465 465 —_ -— — 465 —
Monaco. ..o v viiviinn .. 1,144 858 — 286 —_ 1,144 —
Switzerland................... 313,954 290,698 23,256 — — 313,954 —
The Vatican................... 10,000 10,600 — — — 10,000 —
Viet-Nam.................. - 10,000 10,000 — — -— 10,000 —
TorAL 335,563 312,021 23,256 286 — 335,563 —_
GRAND TOTAL 141,177,457 137,399,262 2,502,479 117,739 — 140,019,480 1,157,977

. ;{ These contributions in kind have been inade available to Unified Command for use in the emergency programme for civilian relief
in Korea.

b Previous contribution statements have shown pledges of $4,001,726 for Australia, $28,000,000 tor the United Kingdom and
$162,500,000 for the United States. At the time these pledges were made the Governments concerned stipulated that payment of the full
amounts was conditional upon certain matching contributions being received from other Governments, and in the case of Australia and
the United States upon certain percentage limitations. In this statement these amounts have been adjusted to reflect the maximum
contributions of these Governments in accordance with the terms of their pledges, on the basis of total contributions made by other
Governments to the programme.

© The contribution from the Government of Guatemala represents the proceeds of sale by the Government of 15,000 lbs. of coffee.
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Schedule B
Investments as at 30 June 1957
(Expressed in terms of US dollars)
Interest Nomsnal value Al cost
rate 3 $
Federal Intermediate Credit Banks Consolidated Debentures
Due 1l July 1057 . i i i i e i e e 33%4% 400,000 400,000
400,000 400,000
Federal Land Banks Consolidated
Federal Farm Loan Bonds
Due 15 July 1057 ..ottt ittt ittt rnenan 334 % 400,000 400,000
400,000 400,000
United States Treasury Notes
Duel August 1957.... .. i i i i e e 2849, 1,000,000 1,000,000
Due 1 August 1957. ... i i i i i 234 % 500,000 500,000
Due 15 August 1957, ... i i i 2%, F00,600 497,656
2,000,000 1,997,656
Al market
vaéuc
Federal Intermediate Credit Banks Consolidated Debentures
Duel July 1057, .. i i it i i it e e 334% 150,000 150,000
150,000 150,000
Federar . and Banks Consolidated
Federal Farm Loan Bonds
Due 14 February 1958... .. ... ...t nnnne. 3%% 1,750,000 1,747,813
Due 1 February 1960...........ccviiiiiiiiiiiiinnennn. 2149, 1,500,000 1,425,000
Due 1 February 1960.. ... .. coiiiiiinieiiin e, 234% 300,000 285,000
Duel1February 1960........... ...ttt iiiiinnnann. 2149, 275,000 261,250
3,825,000 3,719,063
United States Treasury Notes
Due 1S June 1958, .. i i e 2%% 800,000 794,000
DuelS June 1958, ... i i i e 2749, 3,500,000 3,473,750
Dueld June 1958, ...ttt it eaes 2749, 200,000 198,500
4,500,000 4,466,250
United States Treasury Bonds .
Due 15 November 1960, ... .o iviiiiiiniiieienannnn, 234% 2,500,000 2,363,281
2,500,000 2,363,281
Federal Home Loen Notes
Due 16 September 1957.... .. ... .o it 3.70% 1,000,000 999,688
1,000,000 999,688
14,775,000 14,495,938
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Addendum B

Statement of income, expenditure and net resources for the period ended 30 June 1957

(Expressed in hwan)

Net resources as at 30 June 1056, .. ... ittt ittt iiiiintreaanannaesacsss 384,777,952
Add: Adjustment t0 PrevioUS YEaAIS. ... .vv ettt ir ittt raianaanieser it aanees 2,404
Savings effected in liquidating previous years obligations. ............. ..ot 651,309
653,713

Add: Income for the year:

Transfers from the Counterpart Account in respect of local currency
administrative expenses

Amount received. ... i i i i e i 127,770,642
Amount due but notreceived. ... ..ot i e i e 335,817,639
_ 463,588,281
Proceeds from sale of surplus. . ...ttt 9,346,280
0T 1= < 105,571
- 473,040,132
858,471,197
Less: Obligations incurred during the period 1 July 1956 to 30 June 1957
Personnel and establishment costs........covvviiiin it 311,692,787
Staff for Unified Command. ....coovveririererineeennninneeanns 1,332,067
- 313,024,854
Net resourcesas at 30 June 1957 . ... . it e 545,446,943
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REPORT OF THE BOARD OF AUDITORS TO THE GENERAL ASSEMBLY

1. The following statements were presented to the
Board of Auditors for certification:

Statement II. 1952-1953 plan of expenditure, obliga-
tions incurred and unobligated balances ;

Statement III. 1953-1954 plan of expenditure, obliga-
tions incurred and unobligated balances;

Statement IV. 1954-1955 plan of expenditure, obliga-
tions incurred and unobligated balances;

Statement V. 1955-1956 and 1956-1957 plans of ex-
penditure, obligations incurred and unobligated bal-
ances;

Statement VI. Income, obligations incurred and net
TESOUTCeS ;

Statement VII. Assets, liabilities and net resources.

2. During the year ending 30 June 1957, obligations
of only $5,246,000 were incurred, of which about half
related to the 1956-1957 plan of expenditure. In the
same period, obligations of $21,817,000 were liquidated,
leaving a balance of $15,987,000. Over $13 million of
this amount consisted of outstanding commitments not
constituting accounts payable at the year end. After
proceeding for all known obligations, resources of
$4,060,000 were available to finance the Agency in its
closing phase. .

3. After giving effect to a substantial number of
terminations in June, the Agency’s international staff
numbered 106, grouped as follows:

Headquarters—Korea ......ccoivieienniaienranenen.. 54
detached (New York) ...cvvvirvnniiineninneennnn 11
American Regional Office .......ccovviiiivennnnaen.. 16
Tokyo Liaison and Procurement Office ............... 1
Project personnel .......iiiiiiiiiriiriiiiii i, 24
Torar 106

This compares with an establishment of 210 at the
close of the previous year, including civilian personnel
seconded to the Unified Command. The year end marked
the conclusion of this arrangement.

4. An unusual project initiated in 1956-1957 under
the 1953-1954 plan of expenditure was for the replace-
ment of lost and damaged construction materials. An
amount of $311,250 was allotted for the purpose. The
text of the agreement with the Republic of Korea indi-
cated that the losses became evident when shipping in-
structions for final deliveries were issued and it was
found that stocks available in warehouses controlled by
the government Office of Supply could not be reconciled
with quantities imported and authorized distribution.
It was regarded as essential that losses be replaced in
order to complete satisfactorily the projects under the
Agency’s programme, Additionally, it was observed that
in a few instances individual projects had been charged
with the anticipated cost of replacing losses specifically
identified with them and for which balances were avail-
able to meet such costs. Action taken in May 1957 re-
served approximately $93,000 for this purpose. Whether
the expense involved is noteworthy in view of the mag-
nitude of the Agency’s over-all programme and the at-
tending circumstances is conjectural.

5. Resolution 410 (V) of the General Assembly
required that contributions and supglies furnished under
the United Nations programme of relief and rehabilita-
tion for Korea be used exclusively for those purposes.
In the audit it was observed that construction materials
ordered under a project initiated within the frame-work
of the 1954-1955 plan of expenditure were being ac-
quired for sale in order to generate local currency for
the Agency’s programme. The agreement with the Re-
public of Korea Govermment in connexion with the
project indicated that principal uses would be in the
construction of a six-story annex to the Bank of Korea
and additional units in a government housing project.
It is questionable whether use of Agency funds for such
a purpose is within the ambit of the basic resolution.

6. The status of recorded obligations for which no
actual liabilities were known to exist as at 30 June 1957
came under scrutiny with a view to determining whether
the liability for unliquidated obligations, including out-
standing commitments, appearing in statement VII had
been fairly stated. In the case of three projects, all in
the field of education, it was observed that final arrange-
ments were pending to transfer future activities under
them to UNESCO. Under the implementing agreement,
it is expected that approximately $146,500 of UNKRA.
funds will be placed at the disposal of the other agency.

7. The audit report for the year ended 30 June 1956
contained a reference to legal action initiated by the
Agency against a contractor for the recovery of funds
for which accounting was not made to its satisfaction,
and for compensation with respect to costs regarded
as caused by delay in proceeding with the construction
of a flat glass plant at Inchon. While progress has been
made in pre-trial proceedings, the case has not as yet
reached the courts.

8. Hwean accounts. The report to the General Assem-
bly on the audit of the Agency’s accounts for the year
ended 30 June 1956 commented that the Government of
the Republic of Korea had been requested to credit the
Aid Goods Collection Account with duties imposed on
UNKRA imports prior to the passing of a 1955 Or-
dinance specifically exempting them from levy. Resolu-
tion 410 (V) had directed that import taxes were not
to be imposed on relief and rehabilitation supplies re-
ceived under the United Nations programme. In April
1957, the then Minister of Finance advised the Agent
General that the subject would be fully considered when
the next budgetary proposal was made to the National
Assembly. More recently, the Agent General requested
the present Minister to advise him of action under way
to resolve the matter but no reply came to attention prior
to the completion of the audit.

9. Also the subject of previous reporting was a claim
submitted by the Agency for deposit to the Counterpart
Account of hwan 2,380 million, covering the period 11
January to 15 August 1955, when a rate of hwan 180
to the US dollar was applied in calculating the value of
goods delivered and technical assistance rendered,
whereas the rate for deposits to the Aid Goods Collec-
tion Account during the same period was hwan 350 to



the dollar. Although negotiations have been continued,
the claim has still not been accepted by the Government.

10. Currently commodity taxes are not being applied
to Agency aid goods for the credit of the Government’s
general revenue. In the past, however, there have been
instances when this practice was followed. Representa-
tions to the Government for an adjustment in favour
of the Aid Goods Collection Account to cover collections
previously made have continued, but to date unsuccess-
tully.

11. Under the May 1954 agreement with the Repub-
lic of Korea Government, the consent of the Agent Gen-
eral is required for transfers from the Aid Goods Col-
lection Account. Pending settlement of the foregoing
matters, his consent has been withheld during the past
year.

12, The audit. With the concurrence of the Advisory
Comumittee on Administrative and Budgetary Questions,
the Board of Auditors again allocated the audit to the
Norwegian member of the Board. Farly in 1957 the
Comptroller and the major part of his staff were de-
tached from the Korean headquarters and transferred to
New York, where the audit for 1956-1957 has been
made. The move was prompted both by reason of econ-
omy and to facilitate administration during the final
phase-out period. A few staff members of the unit re-
mained in Korea under the Deputy Comptroller. Their
concern is principally with maintenance of those finan-
cial records and accounts which it would be impracticable

4 Qctober 1957
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to maintain eclsewhere, such as the local currency ac-
counts, including the counterpart records. The situa-
tion created audit problems which to a considerable de-
gree were met through the transmission of required
information from: Korea. Under the circumstances, how-
ever, it was not possible to audit the hwan accounts.
Similarly, a physical examination of items listed in the
inventory of materials and supplies held in Korea could
not be made. Despite these circumstances, the scope of
the audit was regarded as sufficiently comprehensive to
permit certification of those finaucial statements which
it has previously been the practice to certify.

13. Transactions were recorded during the year
under the plans of expenditure of five years. As was
the case in respest of the plan for the previous year,
that for 1956-1957 related mainly to administrative and
operational services required for the implementation of
projects initiated in prior years. To a considerable de-
gree audit concern was with transactions stemming from
carlier plans of expenditure The co-operation extended
by the Comptroller and his staff, and other officers of
the Agent General made it possible to complete the audit
during September.

14, AMemorandum to the Advisory Commitice. In
accordance with established practice, a memorandum is
being addressed to the Advisory Committee on Adminis-
trative and Budgetary Questions. It deals mainly with
a few matters in connexion with the routine of adminis-
tration.

(Signed) Lars Breik, Norway
on behalf of the Board of Auditors





