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31 March 197k
IETTERS OF TRANSMITTAL

Sir,

Pursuant to financial regulation 15.1, I have the honour to submit the annual
accounts of the United Nations Development Programme as at 31 December 1973, which
I hereby approve.

Copies of these financial statements are also being transmitted to the Advisory
Committee on Administrative and Budgetary Questions.

Accept, Sir, the assurances of my highest consideration.

(Signed) Rudolph A. PETERSON
Administrator of the
United Nations Development Programme

The Chairman of the Board of Auditors
United Nations
New York



25 June 19Tk

Sir,

ceuna I have the honour to transmit to you the financial statements of the
United Nations Development Programme as at 31 December 1973, which were
submitted by the Administrator of UNDP. These statements have been
examined and certified by the Board of Auditors.

seena In addition to the above, I have the honour to present the report of
the Board with respect to the United Nations Development Programme accounts
for the year 1973.

Accept, Sir, the assurances of my highest consideration.

(signed) J. E. ESCALLON O.
Controller-General of Colombia and
Chairman, United Nations
Board of Auditors

The President of the General Assembly
of the United Nations
New York



I. FINANCTAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1973

1. The Administrator has the honour to submit herewith his financial report for
the year ended 31 December 1973, together with the audited accounts of the United
Nations Development Programme (UNDP) for the year ended 31 December 1973 and the
report of the Board of Auditors. The accounts consist of five statements and eight
schedules and dlso cover the trust funds listed in statement V, for which the
Administrator has been. assigned responsibility. The accounts and financial records
of these trust funds were maintained by the United Nations until the end of the
financial year 1973, but, as of 1 January 1974, the accounts will be maintained by
UNDP.

2. This submission is made in conformity with the decision of the General
Assembly 1/ to accept the recommendation of the Fifth Committee 2/ and with
regulation 15.1 of the Financial Regulations and Rules of the United Nations
Development Programme approved by the Governing Council at its thirteenth
session (DP/2/Rev.l).

New financial policies and procedures

3. In order to reflect the Administrator's responsibility and accountability for
UNDP, the accounts for 1973 have been redesigned in order better to achieve these
objectives and to provide a more meaningful disclosure of the financial status of
UNDP. The redesigning of the accounts was carried out following a recommendsation
by the Board of Auditors in their report for 1972. 3/ The main change which has
been reflected is to prepare and present the UNDP sccounts on an income and
expenditure basis so as to reflect the change from the concept of full funding to

a concept of annual funding of the Programme as approved in the consensus adopted
by the Governing Council at_its tenth session and endorsed by the General Assembly
at its twenty-fifth session (resolution 2688 (XXV), annex). The new presentation
of UNDP statements also incorporates in the relevant figures presented data
obtained from the annual accounts of the participating and executing agencies,
thereby enabling the Administrator to submit one consolidat»d statement for 1973 in
place of the two separate statements presented in previous years, that is a
statement showing the UNDP status of income and allocations, and a statement
showing the consolidated status of funds, as required under financial -
regulations 15.1, 15.2 and 15.3 of UNDP. As of the date of preparation of the UNDP
accounts and statements, the follow¢ng nine agenc1es have provided audited
statements

1/ Official Records of the General Assembly, Twenty-first Session,
Supplement No. 16 (A/6316), p. 94, "Other decisions”, item 708.

2/ Ibid., Twenty-first Session, Annexes, agenda item T8, document A/6596.

3/ Ibid., Twenty-eighth Session, Supplement No. TA (A/9007/Add.1), chap. IV,
paras. 13—16




World Health Orgenization

Asian Development Bank

International Atomic Energy Agency

United Nations Development Programme (as an

execuding agency for its projects)

International Telecommunication Union

United Nations

United Nations Industrial Development Organization

United Nations Conference on Trade and Development

International Labour Organisation

The other agencies, which are listed below, have provided their accounts and
statements as submitted for audit:

Food and Agriculture Organization of the
United Nations
Inter-American Development Bank
International Bank for Reconstruction and
Development
Inter-Governmental Maritime Consultative
Organization
United Nations Educational, Scientific and
Cultural Organization
Universal Postal Union
World Meteorological Organization
International Civil Aviation Organization
However, if there should be subseguent amendments reported after the completion of
the audit of the accounts of these participating and executing agencies, they will
be reported to the General Assembly at its next session and to the UNDP Governing
Council. Similarly, the Administrator will transmit to the subsequent session of
the Assembly and the Council copies of any relevant resolutions adopted by the
legislative or governing bodies of the participating and executing agencies
dealing with the audited accounts, as required under financial regulation 15.2
of UNDP.

L. The departure from the concept of full funding of the Programme released
substantial resources which had previously been earmarked to cover the full cost

of implementing ongoing projects. Thus a change was required in the method of
recording and reporting income and allocations so as to present the UNDP financial
resources in a way that reflected the annualized funding concept. As stated above,
for 1972 the UNDP accounts and financial report were contained in two separate
accounting statements. One statement was the status of income and allocations,
which was prepared in March 1973 and showed the status of the Programme by measuring
allocations issued against the available resources, including resources released by
the change, as required by financial rule 114.2. That report was submitted to the
Genersl Assembly, as required, and also made available to the Governing Council.
The second statement, on the consolidated status of funds, was prepared in

August 1973, as required under financial rule 114.5, and was submitted only to the
Governing Council. This second financial report included the actual project
expenditures incurred by the participating and executing agencies in implementing
the Programme and also included in the financial data the accounts receivable,
accounts payable, assets, and other liabilities reported by the agencies which

.



resulted from the funds advanced to them by UNDP. This dual presentation of one
statement, prepared early in the following financial year before the receipt of
agency accounts, and another statement, prepared later in the same year after
receipt of the agency accounts would show & changed financial status for the
Programme since the first statement for a given year would not reflect the actual
results of the agencies' operation. In 1972, the first financial report reflected
a deficit of $49.5 million, whereas the second financial report showed a surplus
of $96.2 million, clearly demonstrating the necessity for preparing and submitting
a single complete set of accounts, which would provide a more meaningful disclosure
of the financial status of the Programme, while also fully reflecting the
Administrator's responsibility and accountability for the Organization's activities
and resources.

5. The following paeragraphs briefly summarize the financial consequences of the
change in the method of presenting the UNDP financial data:

(a) Allocations issued to participating and executing agencies were recorded
in the UNDP general ledger accounts until the end of 1972. In 1973, tllocations
were transferred frum the general ledger accounts to a separate self-balancing
set of subsidiary accounts. The reason for this change was to continue to record
and control allocations which were authorizations by UNDP for agencies to enter
into commitments on behalf of UNDP. However, allocations may or may not result in
an actual expenditure as planned due primerily to the nature of the Programme
and the various constraints which might be encountered by participating and
executing agencies in implementing a project. Consequently there is usually a
noticeable difference between actual expenditures on a project and the initial
allocation issued, which, if not separately recorded, could distort reports showing
the financial status of the Programme. The present revised format measures actual
expenditures incurred by agencies during 1973 with the actual income received by
UNDP during the same period, thus showing the results of the Programme reflecting
the annual funding concept. The commitments outstanding in respect of unspent
allocations (that is, cumulative project allocations less cumulative project
expenditure) is shown as a foot-note to the balance sheet (statement II). The
present report shows that the assets of UNDP as at 31 December 1973 were sufficient
to cover fully its commitments, subject however to Govermments paying in future
years the contributions receivable as at 31 December 1973, amounting to
$395,001,028. >

(b) The change in the accounting method required an adjustment in the
available bhalance brought forward from 1972, which was shown as a deficit in
available resources of $49,543,005 (see note IV of the notes to the financial
statements).

(c) Uncollected income is now shown in the balance sheet as contributions
receivable from Governments. However, all contributions received in 1973, whether
for prior, current or future years, were recorded as cash income in 1973, except
for Government contributions towards local office costs. The system of accounting
for local office-costs will be revised in 19T4 in order to determine whether
different procedures for recording local costs might be preferable.

(d) The deficit in the cost variance account for the standard costs of
experts, amounting to $3.5 million (see note V of the notes to the financial



statements), has been deducted from the total revenue reserves since these costs
apply to the 1973 financial year.

Agency overhead costs

ER

6. As reported in the financial statements for 1972, agency overhead costs
entitlements were recalculated on the basis of the rate or rates applicable to
cumulative project expenditures for the financial period ended 31 December 19T71.
The recalculation of agency overhead established that most agencies had drawn
advances of overhead funds from UNDP in excess of their earned entitlements to the
extent of $10.2 million. The practice of drawing overheads in advance was
allowable under procedures applicable to the Speclal Fund. At the end of 1973,
some agencies had repaid these overdrawvings and the amount remaining to be paid

at the end of December was $8.0 million. Discussions and consultations are still
being held with some of the agencies with respect to the method of settling these
excess overhead drawings. Therefore, some agencies have not recorded the liability
covering overheads drawn in advance in their accounts as at 31 December 1973, but
some have noted the matter in their financial reports as a centingent liability.

Programme Reserve

T. At its eleventh session, the UNDP Governing Council established a Programme
Reserve as a first charge to resources after providing for the estimated costs

of the administrative and programme support services and agency overhead. The
Programme Reserve was established annually as from 1 January 1972 at a figure of
$9 million to meet the requirements mentioned in paragraph 27 of the consensus,
that is, the need to ensure an adequate level in the activities of the Special
Industrial Services programme, the special needs of the least developed countries
and unforeseen needs. In order to utilize more fully the Programme Reserve in a
way reflecting the views expressed in the Governing Council, the Administrator
issued allocations in 1973 amounting to $10.3 million. While allocations issued
in 1973 exceeded by $1.3 million the $9.0 million expenditure level authorized by
the Governing Council to meet the needs envisaged under the Programme Reserve,
actual expenditures in 1973 still fell short of the $9.0 million target by

$2.6 million. A determined attempt has been made to meet all legitimate purposes
approved for use of the Programme Reserve and further efforts will be made in the
same direction should the Governing Council continue the Administrator's autherity
in this regard. In 1973, an amount of $3 million has been included as an
expenditure from the Frogramme Reserve representing & transfer to the Special
Measures Fund, as explained below anéd reported in the statement of income and
expenditure (statement I).

Special Measures Fund for the Least Deéveloped Countries

8. At its fourteenth session, the Governing Council decided that the
Administrator should take immediate and appropriate action to provide funds for
the least developed countries, including setting aside $12 million from the
Programme Reserve over the period 1973~1976. Accordingly, in 1973, the
Administrator transferred $3 million from the Programme Reserve to the Special
Measures Fund. In addition, $8,002,309 in voluntary contributions have been

b



received for the Fund, making total resources availlable in the amount of
$11,927,046 as at 31 December 1973. Expenditures of $970,220 have been made from
the resources of the Special ‘Measures Fund. Details of the Fund are provided in
statement III.

b W

Administrative and programme support services budget
9. The budget estimates for the year 1973 were submitted to and approved by the
Governing Council at its fifteenth session. The Council approved gross budget
estimates of 842,469,800, less income of $6,477,500 for a net budget estimate in
the amount of $35,892,300 (see DP/L.250), after taking into consideration a
further reduction of $100,000 announced by the Administrator. In order to finance
the above budget requirements, the Council authorized en allocation to be issued
in the amount of $35,892,300 out of UNDP resources: 4/

10. As shown in schedule IV, the total obligations and expenditures incurred
against the emount authorized by the Council (exclusive of the $5,891,653 in local
operating costs of field offices, which are payable by Governments) were
$42,404,737 for the gross budget and, after deducting income of $6,022,586,
resulted in net expenditures of $36,382,151.

11. In a note to the Governing Council at its sixteenth session (DP/L.276/Add.l),
the Administrator informed the Council that the effect of fluctuation in currency
rates was expected to give rise to additional costs for UNDP in 1973 in the order
of $700,000 to $750,000. In a subsequent note (DP/34), the Council was informed
that, while the Administrator hoped to be able to absorb such additional costs
within the approved level of the 1973 budget, it might become necessary
subsequently to request the Council's authorization for a transfer of
appropriations between sections, in accordance with the Council decision on this
subject when it approved the original 1973 budget estimates, whereby the Council
nad decided that "the Administrator might transfer credits between sections only
with the authorization of the Governing Council, such authorizastion to be obtained,
if necessary, by canvassing members of the Council through correspondence”. 5/
The approval of the members of the Council has been requested by correspondence
for a revised 1973 appropriation on the basis of the actual gross expenditure of
$u2,40k4,737, offset by actua) income of $6,022,586, for a total net revised budget
of $36,382,151. As at 17 May 1973, 13 replies had been received from members of
the Council, all of which were favourable.

UNDP as an executing agency for its projects

12. At the end of 1972, the unspent balance of allocations issued to UNDP for the
execution of its own projects amounted to $5,463,820. Statement IV summarizes the
position as at the end of 1973. Although expenditures on UNDP executed projects
almost doubled in 1973, the unspent balance of allocations increased to

4/ Official Records of the FEconomic and Social Council, Fifty-fifth Session,
Supplement No. 2 (E/5256 and Corr. 1), chap. V, para. 252.

5/ Ibid.




$20.2 million as a result of a significant increase in the amount of allocations
issued to UNDP for this purpose in 1973.

Trust funds administered by the Administrator

13. Schedule VI of the UNDP accounts conteins the balances in the trust funds for
the Junior Professional Officers' Programme. The accounts of these trust funds
are integrated into the central accounts of UNDP. However, the accounts of the
other trust funds are contained in statement V and are maintained separately. A
brief report on each is provided below.

Capital Development Fund

14. The Capital Development Fund was established by General Assembly resolution
2186 (XXI) as an organ of the Assembly to give assistance to Member Governments of
the United Nations, of the specialized agencies, or of the International Atomic
Energy Agency, or to a group of Governments of such States, or at the request of
the Government of one of these States, to an entity having juridical personality
within the territory of that Stete. The Fund was authorized to make grants and
loans, particularly long-term loans made free of interest or at low interest rates;
generally such terms were to compare favourebly with those of other international
lending institutions.

15. In 1967, the General Assembly designated the Administrator of UNDP to
administer the Fund by performing the functions of Managing Director, and the
Governing Council of UNDP to perform the functions of the Executive Board of the
Fund (resolution 2321 (XXII)).

16. In 1973, the General Assembly reaffirmed the views of the Governing Council,
as expressed at its fourteenth 6/ and fifteenth sessions T/ in June 1972 and
January/February 2973, respectively, that the Fund should be used first and
foremost for the least developed countries for the purposes mentioned.

17. In welcoming the increasing trend towards support for the expansion of the
activities of the Fund, the Assembly invited substantial voluntary contributions,
particularly in the light of the new orientation of the Fund (resolution 3122
(XXVITI)). The Administrator's report on the Fund (DP/5T of 11 April 19Th4) was
submitted to the Governing Council at its eighteenth session. As shown in
statement V, the unencumbered balance of the Fund as at 31 December 1973 amounted

to $6,415,995.

6/ Ibid., Fifty-third Session, Supplement No. 24 (E/5185/Rev.l), chap. XIV.

7/ Ibid., Fifty-fifth Session, Supplement No. 2 (E/5256 and Corr.l),
chap. VIII.
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United Nations Volunteers programme

18. General Assembly resolution 2659 (XXV), of T December 1970, established
within the existing framework of the United Nations system, with effect from

1 January 1971, an international "group of volunteers, the members of which were
to be designated collectively and individually as United Nations Volunteers. The
unencumbered balance brought forward from 1972 smounted to $259,562. In 1973,
Governments pledged $245,914 and public donations amounted to $784. The balance
in the Fund at the end of 1973 amounted to $393,298.

United Nations Trust Fund for Operational Programmes - Lesotho

19. On 9 November 1967, the Government of Sweden offered to finance, under a
funde-in-trust arrangement, an expansion of the United Nations technical assistance
operational programmes in Lesotho in the amount of $140,000 per annum for & period
of four years commencing with the fiscal year starting 1 July 1968, subject to the
approval of the Parliament of Sweden. The funds to be deposited weére for the use
of the United Nations and the specialized agencies and were to be allocated by
UNDP in accordance with the priority needs as expressed by the Government of
Lesotho. The Government of Sweden also requested annual financial reports on the
utilization of the funds deposited. On 17 November 1967, the Secretary-General
agreed to co-operate in this undertaking with the Government of Sweden and, under
the authority of financial regulations 7.2 and 7.3 of the United Nations,
established a Trust Fund. The Secretary-General informed the Government of Sweden
that, consistent with existing United Nations policies, the Fund would be charged
for the normel overhead costs incurred in the implementation of the Programmes.

20. In 1968, the Secretary-General delegated responsibility for administration
and operation of the Trust Fund to the Administrator of UNDP.

21. The unencumbered balance brought forward from 1972 amounted to $10,690. This
amount, together with interest income in 1973 of $7,207, brought the total
resources available up to an amount of $17,897. Expenditure incurred in 1973
amounted to $1,199, leaving an available balance of $16,698 at year-end.

United Nations Trust Fund for the Provision of Operatlonal (OPEX)
Personnel to Swaziland

22. On 2 October 1969, the Government of Sweden offered to finance, under a
funds-in-trust arrangement, an expansion of the United Nations technical
assistance operational programmes in Swaziland in the amount of $200,000 per annum
for a period of three years commencing with the fiscal year startlng 1 July 1969,
subject to the approval of the Parliament of Sweden. The funds to be deposited
were to be allocated by UNDP for the use of the United Nations and the specialized.
agencies in accordance with the priority needs as expressed by the Government of
Swaziland. The Swedish Government also requested annual financial reports on “the
utilization of funds deposited. On 8 October 1969, the Secretary-General agreed -
to co-~operate with the Goverrment of Sweden in this undertaking and, under ‘
authority of financial regulations 7.2 and 7.3 of the United Nations, established
e Trust Fund. The Secretary-General informed the Swedish Government that,
consistent with existing United Nations policies, the Fund would be charged for
the normal overhead costs incurred in the implementation of the programme.
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23. In 1969, the Secretary-General delegated responsibility for administration and
operation of this Trust Fund to the Administrator of UNDP.

2k, The unencumbered balance in the Fund at 1 Januery 1973 amounted to $40,305.
This amount, together with interest income in 1973 of $9,135 and adjustments of
$237, brought the total resources available up to an amount of $49,677.
Expenditures in 1973 of $18,318 plus outstanding allocations of $8,l90 reduced the
available balance to $23, 169 at 31 December 1973.

United Nations Korean Reconstruction Agency - residual assebs

25. The General Assembly, in resolution 410 (V), of 1 December 1950, established
the United Nations Koream Reconstruction Agency (UNKRA) under the direction of a
United Nations Agent General, who was responsible to the Assembly for the conduct
of the programme of relief and rehabilitation in Korea, as determlned from time to
time by the Assembly.

26. Section 8 of the resolution referred to above authorized the Secretary-General
to establish a special account into which were credited funds to be used exclusively
for the programme of relief, rehabilitation and administrative expenses connected
therewith.

27. The Agency was formally terminated in August 1960 and the unallocated funds
remaining in its account, after settlement o: all outstanding claims, were
transferred to the United Nations under General Assembly resolution 1304 (XIII) to
be used for carrying out relief and rehabilitation activities in Korea in
conformity with General Assembly resolution 410 (V) which established the Agency.
At the time of the closure of the Agency, the administration of the Fund was assumed
by the former Technical Assistance Board in September 1960. Subsequently, on

1 January 1966, the Administrator of UNDP accepted responsibility for the
administration. of the Fund in compliance with the authorization of the Governing
Council at its third session 8/ to accept and administer trust funds for' purposes
not inconsistent with the basic aims and purposes of UNDP, subject to the prior
approval of the Council in each case.

28. As shown in Statement V, the unencumbered balance of the fund at 1 January 1973
amounted to $49,338. This amount, together with interest income of $4,438 and
adjustments of $11,132, brought the total resources available to an amount of
$64,908. Expenditures were incurred and allocations totalling $u4l,353 were made
during 1973, leaving an available balance of $20,554 at 31 December 1973.

Responée to report of the Board of Auditors

29. The follow1ng paragraphs set forth the action that has been taken by the
Administrator as a result of the comments contained in paragraphs 8 to 29 of the
report of the Board of Auditors for the year ended 31 December 1972, 9/ and in
compliance with General Assembly resolution 3053 B (XXVIII) of 17 October 1973.

8/ Ibid., Forty-third Session, Supplement No. 6 (E/4297), para. 153 (4).

97 Official Records of the General Assembly, Twenty-eighth Session,
Suprlement No. TA (A/9007/Add.l), chap. IV.
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30. TFor ease of reference, the pertinent paragraph numbers have been repeated in
the same order as they appeared in the report of the Board of Auditors.

(Paragraphs 8 and 9)

31. During 1973, all accounting records relating to the UNDP central funds were
transferred from the United Nations to the Administrator, who is now responsible

for keeping and maintaining the accounts, financial records and statements necessary
to record all transactions, except for those items mentioned immediately below.

Some of the functions which relate to the preparation of the payroll for UNDP,
travel of UNDP staff and the purchase of furniture, supplies, equipment, ete. from
UNDP, funds continue to be carried out by the United Nations, which also continues to
maintain the UNDP .financial records covering the receipt and custody of cash and the
maintenance and reconciliation of bank accounts. The investment of UNDP funds is
still under the authority and control of the Secretary-General of the United
Nations. .

(Paragraphs 10 and 11)

32. An agreement has been reached with the United Nations Office of Financial
Services that, for the year 1973, it will complete the accounts for UNDP-
administered trust funds, but that the statements covering these trust funds would
be included in the published accounts for UNDP. From 1974 onwards, these trust
fund accounts will be maintained by UNDP and will also be included in the published
UNDP accounts.

(Paragraph 12)

33. An arrangement has also been reached with the United Nations Office of
Financial Services whereby the accounts of the United Nations Fund for Population
Activities (UNFPA) will be maintained by UNDP starting in 19T4. From 19T4 onwards,
these accounts will be published by UNDP in separate statements.

_ (Paragraphs 13, 14, 15 and 16)

34, Following the recommendation of the Board of Auditors as contained in these
~paragraphs, the UNDP financial statements for 1973 have been redesigned so as to
reflect the Administrator's responsibility and accountability for UNDP funds and
its programme and, following the change from the full funding concept, to give a

© more meaningful dlsclosure of the financial status of the UNDP programme.
Presentation of the UNDP accounts following the new format replaces the separate
UNDP central fund statement and consolidated statement issued in prev1ous years.
This new presentation of financial statements may require changes in the existing
UNDP Financial Rules and Regulations, & point which will be reviewed during 1974
in order for the Administrator to make a recommendatlon to the Governing Councll at
its session in January 1975, if necessary.

(Paragraphs 17, 18 and 19)

35. During 1973, the process of reconciling allocations made by UNDP for. projects
with the records maintained by the agencies has continued to be a matter of concern.

e



The approved project budgets issued to executing agencies, which establish the
level of project allocations, as reflected in project lists obtained from the UNDP
computerized data base, continue to be at vaeriance with the agency records in a
nunber of cases owing to a series of difficulties still being dealt with by UNDP
and the agencies. Late submission of various reports containing data needed to
bring up to date allocations seems to be a major cause of the differences still to
be reconciled. During 19Th4, efforts will continue towards improving the system and
reducing the unreconciled differences on allocations to a minimum.

(Paragraphs 20, 21 and 22)

36. While approved project budgets serve a valusble purpose in providing a
perspective and necessary criteria for measuring project delivery, total project
delivery in a given financial year will most likely not be identical with the
aggregete of all approved project budgets for the same financial period. It should
be noted that the total of approved project budgets for 1972, the first year of the
indicative plaenning figure periods equalled approximately $420 million

which is considerably in excess of the simple average delivery required over the
1972-19T6 period of about $313 million which would be necessary to achieve the .
indicative planning figure targets. If project delivery in 1972 had equalled or  “~—__
approached the $420 million level, it would have implied a declining trend in total
project delivery during the remainder of the five-year indicative planning figure
period.

37. The Administrator does not question the need to improve project delivery as
well as the annual phasing and planning associated with measuring project delivery.
Admittedly, the nature of the development process is such that planning is only an
approximate measure of what might be achieved. It is also clear that agencies
executing UNDP projects cannot foresee all of the many occurrences in the developing
world that might operate to retard the timely fulfilment of development plans. It
is also useful to bear in mind that other factcors exist which hamper delivery,
factors over which UNDP and the agencies have limited or little influence. For
example, general conditions of world inflation and excess demand have an impact in
the competitiveness of the salary rates of UNDP experts in the world labour market
and the promptness with which equipment can be obtained and delivered to UNDP
projects. A complete analysis of the many factors tending adversely to affect
project delivery is not presently available, but the Administrator is wvery concerned
about the problem and is taking steps to deal constructively with the situation and
to improve project delivery. An intensive analysis is under way in order to
identify the specific areas requiring special attention and action. While it must
be acknowledged that remedies necessary to improve project delivery require the
co-operation of Governments, the agencies and UNDP, measures are being considered
covering those actions that the agencies and UNDP could take, The Administrator
"hopes that Governments will also give the problem serious attention.

38. Measures and actions being considered by UNDP to improve implementation
include detailed reviews of projects by UNDP headquarters and field staff to
identify projects in difficulties or likely to fall into difficulties so that
corrective action might be initiated as required either by UNDP or by the ageucy;
speedy processing of new projects and streamlining or simplifying procedures for
approving projects; revising the headquarters and field organization structure so
as to enhance a more effective operation; judicious over-programming, where
appropriate; an improved information system providing timely and reliable data.
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39. Even the above measures and efforts will not be adequate for the job to be
done if parallel action is not.carried out by the agencies co-operating with UNDP.
Specific proposals are under consideration by the agencies for the purpose of
contributing their full support in improving project delivery.

Verification of bank accounts (paragraph 23)

Lo, The United Nations has informed the Administrator that it has made determired
efforts during 1973 to solve the problem of lack of receipt of bank confirmations
by means of the establishment of a task force comprised of representatives from the
United Nations Treasury, the Accounts Division of the Office of Financial Services
of the United Nations and the Canadian members of the Board of Auditors. The
recommendations of the task force, which were implemented during 1973, included the
use of a simplified bank confirmation format containing space for the provision of
the number and title of each bank account when additional information was requested.
The effect of this improvement has already demonstrated a marked increase in
responses to inquiries made relative to 1972 statements.

Monthly reconciliation of bank accounts (paragraph 2k)

41. Every effort was made in 1973 by the United Nations to reconcile bank accounts
on a monthly basis. However, this is not always an easy task, inasmuch as in many
instances, in spite of repeated requests, the banks fail to send the bank statements
on time. The fact that the external auditors encounter so many difficulties in
securing confirmation of bank balances gives an idea of the reasons why some bank
accounts cannot be reconciled on a monthly basis. Unfortunately, in all too many
instances, the United Nations must send three or four cables to the banks before
receiving the missing bank statements. The situation would have been worse if it
were not for the co-operation of the UNDP Resident Representatives, who very often
send their staff to the banks in order to obtain copies of the statements for the
United Nations.

Unidentified deposits (paragraphs 25-29)

42, As previously explained to the external auditors, unidentified deposits
include a number of other types of items, such as various credits held on behalf of
Governments pending receipt of instructions from the Government as to the proper
application of the funds. In some instances, the Governments concerned have not
indicated what the deposit is to cover or the project involved. The United
Nations, however, agrees with the external auditors that every effort should be
nmai2 to clear these unidentified items as soon as possible. Periodiecally, a list
of these items is provided by the UNDP Accounts Section to both the UNDP Treasury
and the United Nations Treasury for follow-up action. The UNDP Treasury, upon
receipt of the list, contacts the Covernments and requests prompt issue of the
required instructions. In addition, the UNDP Accounts Section contacts the
Resident Representatives in order to obtain information about the unidentified
deposits. It should be noted that at 31 December 1973 the situation was
significantly improved.

43, UNDP is advised by the United Nations that the Board of Auditors has received
direct confirmation of the two outstanding loans totalling $378,211.
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Lh, With regard to the requirement of financial rule 109.2 that all securities
shall be deposited in custody of duly appointed benkers or in safe deposit vaults
and maintained by a recognized financiel institution designated by the Head of the
Office of Financial Services of the United Nations, it has been agreed, as was
previously reported to the Board of Auditors, that this rule should be amended to
include the safes and vault in the United Nations Treasury as depositories for
securities. UNDP has been advised by the United Nations that changes will be
drafted for this rule, as well as for a number of other rules (mainly relating to
biennial budgeting), as soon as an accountant now under recruitment by the United
Nations reports for duty.

45. The action required by this audit observation, relating to the identification
in the accounts of ownership of UNDP securities, has now been completed and all
securities in the custody of the Office of Financial Services of the United Nations
have attached to them a sheet, which indicates the correct ownership of the
securities with a cross reference to the "subsidiary investment ledger cards™. It
should also be noted that the Administrator of UNDP is now provided with monthly
reports showing the status of investments and data on investment yields. These are
supplied to him during the first week of each month. It should also be noted that
investments are made at the request of UNDP and, hence, UNDP is constantly aware
of the status of its investments. UNDP staff advises the United Nations on both
the amounts and time periods for which such investments are to be made.

46. With regard to the level of imprest accounts maintained at field offices, in
1973 a reduction was made in the net balance of imprest accounts by an amount of
over $4.1 million as compared with 1972, which is a 26 per cent decrease. The
figures are as follows:

Total imprest accounts at at 31 December 1972 $15,87h,795.3l
Total‘}mprest accounts as at 31 December 1973 $11,768,670.44
Net decrease $ 4,106,12L.87

47. Some new procedures have been introduced to spzed up the replenishment and
processing of monthly field accounts, for example, the use of statistical sampling
techniques for the determination of the number of vouchers to be examined and the
simplification of some of the forms, and it is felt that a further improvement will
be possible in 19TL4. However, one has to bear in mind the increasing size and
complexity of the programme and problems encountered in communicating with the field
offices and, not infrequently, delays by the banks in effecting replenishment
requests, which affect the levels of imprest accounts. Further improvements in
these areas may be possible in 19Tk,
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II. AUDIT OPINION

We have examined the following appended financial statements, numbered I
to V, properly identified, and relevant schedules of the United Nations Development
Programme for the year ended 31 December 1973. Our examination included & general
review of the accounting procedures and such tests of the accounting records and
other supporting evidence as we considered necessary in the circumstances., As a
result of our examination, we are of the opinion that the financial statements
properly reflect the recorded financial transactions for the year, which
transactions were in accordance with the Financial Regulations and legislative
authority, and present fairly the financial position as at 31 December 1973.

(Signed) J. E. ESCALLON O.
Controller-General of Colombia

(signed) J. J. MACDONELL
Auditor-General of Canada

(Signed) A. HAMID
Auditor-General of Pakistan

25 June 197k
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III. ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 1973
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United Nations Development Programme

Statement of income and expenditure for the period

1 Jamuary to 31 December 1913

(Expressed in United States dollars)

Income

Contributions from Governments:

Voluntary pledges (schedule I-A)

Assessed programme costs (schedule I-B)
Counterpart cash contributions (schedule I-C)
Cost-sharing contributions (schedule I-D)
Fleld office costs

Less: Exchange adjustments on collection of

contributions (note I)
Donations
Miscellaneous income (schedule II)
TOTAL INCOME

Expenditure

From indicative planning figures for projects {schedule III)

Country
Reglonal
Interregional
Global

From the programme rese (schedule III)
From Government counterpart cash contributions (schedule III)
From Govermnment cost-sharing contributions (schedule III)

Overhead costs of participating and executing agencies
(schedule III)

UNDP programme support and administrative costs (schedule )

UNDP Field Office costs paid by Governments

TOTAL EXPENDITURE

EXCESS OF INCOME RECEIVED OVER EXPENDITURE

CERTIFIED CORRECT

(Signed) John A. OLVER
lesistant Administrator

Bureau of Administration and Finance
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312,608,381
13,163,637
5,590, 51T
889, TTh

]
5,891, 65
338, 135, 962

552,691

226,580,493
30,800,571
3,837,433
1,84 k

3,002,231
6,802,358
5,406,065
1,367,763

3k, 026,014
36,382,151
5,891,653

337,591,2T
5, 45k
19,387,976

276, 638, 417

76,299,818

STATEMENT I

356,98k, TO1

352,938,235

4,046, 466



United Nations Development Programme

Balance sheet as at 31 December 1973

(Expressed in United States dollars)

Assgets

Cash

Government bonds and notes
Government letters of credit
Investments and loans (schedule V)

Advances and accounts receivable

Cash advances with participating and executing agencies
Accrued interest
Other accounts receivable

Contributions receivable from Govermments (note II)
Written down value of furniture, equipment, automobiles

Liabilities and reserves

Liabilities

Accounts paysble

UNIP as executing agency for UNFPA (note III)

Unencumbered balance of Special Measures Fund
(statement III)

Unencumbered balance of trust funds (schedule VI)

Reserves (operational and revenue)

Balance 1 January 1975 (note IV)
Add: Excess of income over expenditure (statement I)

Less: Varience costs of experts (note V)
Operational reserve

Contributions receivable from Governmants (note II)
Written down value of furniture, equlpment, automobiles

Note.

The commitments in respect of unspent allocations in favour of executing agencies total

$50l4,718,123 (schedule VIII).

CERTIFIED CORRECT

(8igned) Jehn A. OLVER
Assistant Administrator
Bureau ¢f Administration and Finance
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82,677,988
17,190,083
2k, 925, 639
64, 5ukt, 303

31,268, 150
1,012, 410
466

22,875, 401
2,297,012

8,801,279
_ ol

A
s 499,
3,462,639

STATEMENT IX

$ $
189,338,013
47, 746,890
237,084,903
395,001, 028
1
632,085,932
34,047,765
|
%
123: ggg:gg |
2 .
237, 084, 903
395,001,028
. 1l
632,085,932




STATEMENT III

Special Measures Fund for the Least Developed Countries

Status of funds as at 31 December 1973
(Expressed in United States dollars)

$ $
Contributions received (annex I) 8,002,309
Add: Funds transferred from the programme reserve 3,000,000
Other 2,924
11,005,233
Deduct: Exchange adjustments on collection of

contributions 1,233,734
9,771,499

Deduct: Expenditures during 1973 887,058
Agency overhead costs 83,162 970,220
Balance as at 31 December 1973 ' 8,801,279

' Note. The balancé available for further programming as at 31 December 1973 is
$11,927,046 computed as follows:

Balance &s above 8,801,279
Ada: Future years' pledges 7,764,468

16,565,747
Deduct: Unspent allocations | 4,638,701
Balance available 11,927,046

CERTIFIED CORRECT

(8igned) John A. OLVER
Assistant Administrator
Bureau of Administration and Finance
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United Nations Development Programme as an
executing agency for its projects

Status of funds as at 31 December 1973
(Expressed in United States dollars)

Balance as at 1 January 1973

Deduct: Surrender of undrawn allocations
Add: Funds allocated during 1973

Expenditures during 1973
Unspent balance of allocations
In respect of current and prior years

In respect of future years

Represented by:
Undrawn allocations

Accounts receivable and sundry debit balances

CERTIFIED CORRECT

(Signed) John A. OLVER
Assistant Administrator
Bureau of Administration and Finance
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3,520,757
16,680,793

STATEMENT IV

$
5,463,820

700,836

4,762,984

19,472,179

24,235,163

4,033,613

20,201,550

20,086,272

115,278

20,201,550
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SCHEDULES TO THE ACCOUNTS
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Schedule II

Miscellaneous income as at 31 December 1973

(Expressed in United States dollars)

$

Interest income on investments 6,545,272
Interest on savings and current accounts 1,168,337
Gain on exchange of currencies 9,064,873
From accounts of participating and executing agencieséj\ 1,84k ,137
UNDP administrative budgetp-/ . 92,947
Terminal benefits of expertsgj _ . 508,516
Credits received in respect of prior years' expenditures 8k4,891
Sundrygj 79,003

TOTAL 19,387,976

a/ Includes savings.on liquidating prior years' obligations,
miscellaneous income and exchange adjustments.

b/ Savings on 1iquidating prior years' obligations.

c/ Surrendered by executlng agenc1es - no longer required as terminal
benefits of experts are included in the standard cost of $30,000 for each
expert.

d/ Proceeds from the sale of the publication entitled United Nations
Development Programme - Compendium of Approved Projects, publications,
films etec.
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Schedule VIII

Unspent allocations as at 31 December 1973
(excluding allocations and expenditures from the Special Measures Fund)

(Expressed in United " States dollars)

Cumulative Unspent
expenditures as allocations as
at 3L December 1973 at 31 December 1973

Cumulative
allocations as
Organization at 31 December 1973

ASDB 2 426 830 2 001 h13 has by
FAO 638 820 19k h7h 504 677 164 315 517
IADB L 2hs 486 2 Lo6 608 1 838 878
IAEA 13 051 156 9 827 780 3 223 376
IBRD 78 557 506 61 .1k 351 17 a3 155
ICAQ L6 %57 157 33.071 970 13'685 187
11O 213 781 316 161 311 355 52 469 961
IMCO 7 172 384 3 17k 652 3 997 732
ITU ‘62 681 730 43 438 T10 19 243 020
UNESCO 297 383 872 258 206 270 39 177 602
UNOTC 184 326 560 * 106 238 432 78 0886 128
UNCTAD 16 627 967 7 Th8 172 8 879 795
UPU. 7 562 833 L 78k 057 2 778 T76
WHO 98 806 807 71 392 Lho 27 bk 367
WMO 36 162 333 26 320 371 9 841 962
UNDP 25 596 809 6 U12 366 19 184 Lk3
UNIDO 80 171 225 37 430 48 b2 7ho 807
TOTAL 1 814 132 165 1 309 L1k ok2 504 718 123
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NOTES FORMING AN INTEGRAL PART OF THE FINANCIAL STATEMENTS

The following notes form an integral pasrt of the financial statements for the
year ended 31 December 1973 and should be read in conjunction therewith.

Note I. The amount of $552,691 arises from the application of financial rule 11h.7
of UNDP, which states that ‘official par values or other appropriate exchange rates
agreed between the Secretary-General and the contributing Governments shall be used"
for recording voluntary contributions. All other transactions have been recorded
at the United Nations operational rate of exchange in effect on the date of the
transaction, as specified in financial rule 114.8

Note II. The contributions receivable from Governments amounting to $395,001,028

comprise the following: ‘ » . $
Voluntary contributions ‘ 359,471,328
Additional contributions (Special Measures Fund
(least developed countries)) 7,764,468
Assessed programme costs 10,126,003
Cash counterpart contributions ' 13,919,450
Contributions under cost-sharing arrangements 3,719,779

The detaills of the:¢2 figufes are contained in schedules IA to ID. These schedules
also give the compozition of the balance due, that is, for 1973 and prior years,
for 1974 and for 1975/1976.

Note III. The amount of $2,297,012 represents the unencumbered balance as at

31 December 1973 of the funds allocated to UNDP as an executing agency for projects
financed from the resources of the United Nations Fund for Population Activities.
Of the $4,139,800, total allocations made to UNDP, expenditure and unliquidated
commitments as at the end of December 1973 amounted to $1,842,788.

Note IV. To reflect the annualized funding concept adopted by the Governing Council
at its tenth session, it is necessary to adjust the balance brought forward from
1972 as follows:

: $
Balance brought forward 1 January 19173 (see 1972 accounts) (49,543,005)
Add: Unspent allocation of prior years held by Agencies 140,840,941
91,297,936

Less: Uncollected pledges made by Governments treated as .
income in prior years 38,844,625

Adjustedfbalance 1 January 1973 52, h532311

This net surplus of $52 453,311 has been brought forward on 1l January 1973 on the
balance sheet. '
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Note V. As mentioned in last year's report, 1/ the net difference between the
standard cost of $30,000 per expert, which was charged to each project, and the
antual cost per expert, which on the average was less than the $30,000, amounted

te $7.7 million. This amount was refunded by agencies to UNDP at the year-end and
retained as a reserve to offset actual costs, which might be in excess of the
standard costs in future years. In 1973, the totsl of actual costs of experts
exceeded the total'standard rnosts of experts by a net amount of $11.2 million. This
amount has been offset against the reserve brought forward from 1972, leaving a net
deficit of $3,462,639 in the account, which has been deducted from the revenue
reserves and Vhich will be repaid to agencies in 19Tk,

l/ Official Records of the General Assembly, Twenty-eighth Session, Supplement;
No. TA (A/9007/Add.1), chap. I, para. 10.
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IV. REPORT Or THE BOARD OF AUDITORS

1. The Board of Auditors, established under General Assembly resolution T4 {I),
is required to audit the accounts of the United Nations Development Programme in
accordance with article XII of the United Nations Financial Regulations and Rules
and the annex thereto.

2. The Administrator submitted to the Board of Auditors the following financial
statements as at 31 December 1973, together with eight supporting schedules:

Statement I. Statement of income and expenditure

Statement IT. Balance sheet

Statement III. Special Measures Fund for the Least Developed Countries
Statement IV, UNDP ams sn executing agency for its projects

Statement V, Trust funds administered by UNDP

Scope of the audit

3. The responsibilities of the Board of Auditors are governed by the principles
set out in the ennex to the Financisl Regulations and Rules of the United Nations
referrved to In article XII, paragraph 1 of which reads as follows:

"The Board of Auditors shall perform jointly and severally such audit
of the accouwnts of the United Nations, including all trust funds and special
accounts, as it deems necessary in order to satisfy itself:

"(a) That the financial statements are in accord with the books and
records of the Organization;

"(b) That the financial transactions reflected in the statements have
been in accordance with the Rules and Regulations, the budgetary provisions
and other applicable directivesy

"(c) That the securities and moneys on deposit and on hand have been
verified by certificate received direct from the Organization's depositaries
or by actual count;

"(d) That the internal controls, including the internal audit, are
adeguate in the light of the extent of reliance placed thereupon;

"(e) That procedures satisfactory to the Board of Auditors have been
applied to the recording of all assets, liabilities, surpluses and deficits.”

4, Tn nddition to the above, the Board of Auditors may also make observations
with respect to the efficiency of the financial procedures, the accounting system,
the internal financial controls and, in general, the administration and management
of the Organization. ‘ ‘
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5. The éxamination of the accounts and financial statements was carried out in
conformity with generally accepted auditing standards, and included a general review
.of accounting procedures and the system of internal control, and such tests of the
accounting records and supporting evidence as were considered necessary in the
circumstances. We did not visit any of the offices of resident representatives or
any of the participating and executing agencies outside the United Nations
Orgeanization.

6. During the course of the work, continuing liaison was maintained by the Board
with the Joint Inspection Unit, the Panel of External Auditors of the United
Nations and specialized agencies and the Internal Audit Service, in order to avoid
duplication of effort and overlapping of work.

Follow-up action on previous years' repor.s

T. In its resolution 3053 B (XXVIII) accepting the financial report and accounts
of UNDP for the year ended 31 December 1972 and the audit opinion of the Board of
Auditors, 1/ the General Assembly took note of the observations of the Advisory
Committee on Administrative and Budgetary Questions (A/9153, paras. 1h4-16) and
requested the Administrator of UNDP to take such remedial action as may be required
by the comments of the Board of Auditors.

8. The remedial action which has been taken or is contemplated by the
Administrator is outlined in his financial report for the year ended
31 December 1973 in paragraphs 29 to 4T (see chapter I above).

9. The Board wishes to record its appreciation for the action taken by the
Administrator and for his report on the implementation of its previous
recommendations. While the 1973 examination confirmed that remedial action had
been taken on some of the observations and recommendations, the Board is of the
opinion that further attention is required on a continuing basis to improve
internal financ¥al control.

Major findings and recommendaticns

10. The following paragraphs set forth the major findings and recommendations
resulting from the audit for the year ended 31 December 1973.

Financial statements

11. For the financial .year 1972 and prior years, UNDP issued two sets of financial
statements annually: one for the UNDP Account or Central Account, which reflected
the unallocated resources of UNDP; the other reflected the consolidated financial
position, which took into account the expenditures incurred by the participating
and executing agencies, thereby showing the resources remaining available for the
Programme as a whole. '

.1/ Official Records of the General Assembly, Twenty-eighth Session,
Supplement No. TA (A/900T7/Add.1).
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l2. The submission to the Governing Council of UNDP of the ccnsolidated financiel
statements, which reflected more meaningful results of operations, was frequently
18 months subsequent to the close of the financial year. This delay resulted from
the application of regulations 15.2 and 15.3, and rule 114.5 of the Financial
Regulations and Rules of UNDP, which require the preparation and submission of
annual accounts showing the consolidated financial position of the UNDP account
based on the individual audited accounts of the participating and executing
agencies. As the formal transmittel of the agencies' audited accounts to the
Administrator of UNDP was necessarily delayed, the consolidated financial statements
were nct available on a timely basis to the General Assembly, the Governing Council
of UNDP and the Administrator for their assessment and planning of the over-all
financial and operational activities of the Programme.

13. In the interests of timely and full disclosure, the financial statements for
the year ended 31 December 1973 have been substantially redesigned to reflect more
meaningfully the results of operations by taking into account the expenditures
incurred by the agencies and finally reporting the net resources available for the
Programme as a whole. The Administrator's financial report outlines the changes
implemented in 1973 and the consequential effect of these changes on the accounts
and finencial statements for that year. Additional information is provided in the
notes to the financial statements.

14, The financial statements of the UNDP Account or Central Account for the year
ended 31 December 1973 are based on balances which have been asppropriately adjusted
to incorporate the final 1973 balances reported by the agencies. Owing to the time
normally required for the year-end closing of accounts, the audit of these accounts
by the agencies' external suditors and the formal transmittal of the audited
accounts to UNDP, it was necessary in some cases to accept as final, figures
reported by agencies prior to completion of their external audit,

15. Accordingly, the UNDP financial statements, principally statements I, IT
and III for the year ended 31 December 1973, incorporate:

(a) Final agency accounts on which agency external auditors have reported:

Asian Development Bank;

International Atomic Energy Agency;

International Labour Organisation;

International Telecommunication Union;

United Nations;

United Nations Conference on Trade and Development;
United Nations Industrial Development Organization;
World Health Organization.

(b) Final agency accounts on which agency external auditors have not
reported: R

Food and Agriculture Organization of the United Nations;
‘Inter-American Development Bank;

International Bank for Reconstruction and Development;
International Civil Aviation Organization;

Inter-Governmental Maritime Consultative Organization;

United Nations Educational, Scientific and Cultural Organization;
Universal Postal Uniong

World Meteorological Organization.
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16, It is the intention of the Administrator to report and reflect in the accounts
and financial statements fox the year ended 31 December 1974 any further adjustments
to the 1973 accounts which may be necessary when the audited accounts are received
from the agencies listed under paragraph 15 (b) above.

Accountability of the Administrator

17. At the request of the Secretary-Genersl and with the subsequent authorization
of the Governing Council, the Administrator has assumed responsibilities for the
administration of certain trust funds in addition to his major responsibilities for
UNDP. The status of these trust funds at 31 December 1973 is reported for the first
time in statement V. In prior years, these funds were reported by the Secretary-
General in the financial report of the United Nations.

Finanecial Regulations and Rules of UNDP

18. As a consequence of further decisions taken to reflect new financial policies
and other decisions of an operational character which are being reported by the
Administrator in his financial report, the Administrator proposes to formulate
apprepriate amendments to the Financial Regulations and Rules and obtain the
approval of the Governing Council and the General Assembly.

Reconciliation of allocations (project budgets) issued to agencies

19. As a result of its audit for the year 1972, the Board reported that agencies
were unable to confirm their full agreement with UNDP allocations for project
budgets either in total-or on a project-by-project basis. This situation continued
during 1973 and resulted at the year-end in a net excess of project budgets recorded
by UNDP over amounts recorded by agencies of approximately $4.4 million made up

as follows:
o

$
(a) Amounts recorded by UNDP but not by agencies 16,800,000
(b) Amounts recorded by agencies but not by UNDP 12,400,000
Net excess of project budgets recorded by UNDP
over amounts recorded by agencies 4,400,000

At the conclusion of the 1973 audit, agreement had not been reached between UNDP
and the agencies on the correct balance of many of the projects and, consequently,
the net difference of $4.4 million has not been reconciled.

20. This lack of agreement has now existed at two successive year-ends - 1972

and 1973. Consequently, the Board would reiterate its 1972 recommendation that
reconciliation on a continuous basis is essential for UNDP and the agencies in order
to maintain an effective system of internal financial control.

Evaluation of programme implementation

2l. In previous reports, the Board of Auditors has drawn attention to the
significant shortfalls in delivering the annual planned targets of expenditure.
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The Board also outlined some of the major reasons contributing to shortfalls in
programme delivery. '

22, The Programme continued to experience shortfalls in delivering the 1973
planned targets of expenditure. The assistance provided by UNDP during 1973
totalled $263 million, which fell short of planned targets of expenditure by
approximately $119 million, or about 31 per cent. The current year's shortfall
arose even though the unimplemented targets at the end of 1972 were rephased and
rescheduled for del’-rery in 1973 and subsequent years. Additionally, executing
agencies were encousaged to review projects and submit revisions during 1973 to
reflect more accurately the anticipated amount to be delivered.

23. These significant shortfalls, which have occurred in two successive years,
would indicate planning which is over-optimistic. Furthermore, the rephasing of
shortfalls will reduce the agencies' ability to deliver new programmes unless
implerentation procedures are improved and made more efficient. In.some cases, the
delays experienced in implementing projects have the adverse effect of increasing
the cost of projects without providing a tangible contribution to the value of the
project.

2k, The Administrator requested agencies to conduct an intensive analysis to

identify the specific areas requiring special attention and action to deal
constructively with the problems and improve project delivery.

Over-expenditure of the administrative budget

25. The 1973 appropriations for administrative and support services of $35,892,300
were overspent by $489,851 resulting from:

Over-expenditures 909?717
Under-expenditures 874,780
Net over-expenditure 34,937
Add:

Shortfall in :stimated income 45k 914
Gross over-expenditure of appropriations 489,851

26. The Board has been informed that the Administrator is seeking authority by
convassing members of the Governing Council through correspondence to transfer
credits between appropriation sections in accordance with rule 111.7 of the
Financial Regulations and Rules. At the same time, the Administrator is seeking
approval of revised appropriations of $36,382,151, which take into account the
over-expenditure of $489,851.

27. The procedure\to be followed in seeking a supplementary estimate is laid down
in article XI of the Financial Regulations and Rules, which provide, in rule 111.8,
that supplementary estimates, prepared in a form consistent with the annual budgets,
may be submitted by the Administrator to the Governing Council at its June session.
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28. Accordingly, the Board recommends that the approval for these over-expenditures
be sought, albeit retroactively, in accordance with the requirements of article XI
of the Financial Regulations and Rules.

Refund by agencies of excess overhead drawings

29. In 1972, the Board noted that discussions were still in progress with some
agencies concerning the refund by them of excess overhead drawings prior to

31 December 1971, cdlculated to be approximately $10.2 million. At 31 December 1973,
the excess drawings not yet repaid amounted to almost $8 million, which is shown in
the financial statements of UNDP as accounts receivable.

30. The Board was informed that discussions were still going on with some of
these agencies with respect to the basis employed in calculating the amount to be
refunded and the method of repaying the excess overhead drawings. As a result,
these agencies have not recorded the liability in their accounts, but have noted it
as & contingent liability.

Remittances to agencies

31. During the 1973 audit, the Board observed thet requests from agencies for cash
remittances to finance UNDP project implementation are rarely accompanied by
acceptable evidence of future cash requirements based on expenditures incurred in
the previous periods. An example of what can happen when such evidence is not
required was noted in the external auditor's report for one agency, when it was
found that the agency had the use of approximately $5 million of UNDP funds during
part of 1972 to finance that agency's regular programme expenditures.

32, Rule 104.2 of the Financial Regulations and Rules establishes the normal
level of remittapces to agencies at an amount equal to the estimated cash
requirements for the next two and one half months. The Board therefore recommends
that appropriate procedures be introduced to control the amounts being remitted to
agencies to finance UNDP-assisted programmes.

Verification of bank accounts

33. During thé course of our 1973 audit, the Board noted that some bank
reconciliations were not prepared promptly on a monthly basis in accordance with
the requirements of financial rule 111.11 of the Financial Regulations and Rules

of the United Nations. The Board has been informed that some banks fail to send
monthly statements of the accounts on time, which precludes the preparation of
reconciliations as required. Since similar observations were made in prior reports,
the Board reiterates its recommendations made in previous years that steps be taken
to ensure the receipt of bank statements promptly.

34, At the conclusion of its detailed audit in May 1974, the Board had not
received direct confirmation for six bank accounts, totalling approximately

$1.6 million. This is an improvement over the results reported in the previous
~year, which is primarily attributable to a revised form of confirmation request
‘and to timely follow-up assistance provided by the Office of Financial Services of
the United Nations Secretariat. '
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Unidentified deposits requiring further clarification

35. Unidentified deposits requiring further clarification by remitters totalled
$2.8 million as at 31 December 1973, compared with $4.1 million at the 1972 year-
end. The Board's review this year disclosed that, by 31 March 1974, the total
unidentified deposits decreased to $2.1 million, of which approximately $1.4 million
represented 1973 deposits, approximately $0.5 million represented 1972 deposits and
approximately $0.2 million represented 1971 and prior years' deposits. In the case
of 1971 and prior years' deposits, no reduction was made in the balance of

31 March 197h.

36. The clearance of these accounts has improved over the situation reported last
year. In the Board's opinion, however, additional attention is required to identify
such deposits on a timely basis during the year and to clear up each unidentified
deposit as soon as possible.

Overdue pledged contributions receivable from Governments

37. The 1973 audit disclosed a decrease in the overdue balances as at

31 December 1973 in comparison with similar balances at the previous year-end.
Notwithstanding the improvements, unpaid pledges for 1973 and prior years amounted
to $13.9 million, of which $2.9 million was more than one year overdue and included
$1.0 million which was pledged for 1970 and prior years.

38. In order to maintain the accounts of UNDP in a current pesition, the Board
recommends that additional attention be given to collecting these overdue pledged
contributions from Governments.

Overdue assessed programme costs and cash counterpart contributions receivable
from Governments

39. As at 31 December 1973, the amounts receivable in respect of these accounts
totalled approximately $24.0 million, of which $8.5 million was more than one year
overdue and included $4.0 million, which was due in 1971 and prior years. In order
to maintain the accounts of UNDP in & current position, which would assist ’
management in planning more efficiently the implementation of programmes, the Board
recomnmends that additional attention be given to collecting these overdue accounts
receivable.

Programme reserve

40. The Board noted that allocations of $10.2 million were issued in 1973 with
respect to programme reserve activities. Since the Governing Council authorized
an ennual level of $9 million, the excess of $1.2 million would appear to be over
the level approved. ‘

41, As expenditures totalled $6.8 million in 1973, a shortfall of $2.2 million in
relation to the amount authorized by the Governing Council, the UNDP contends that
the Administrator does not need to seek further authorizations for the excess
allocations of $1.2 million. However, in order to clarify the situation, the Board
was informed that the Administrator intends to bring the operational consequences
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of the programme reserve activities to the attention of the Governing Council at
their June 1974 session with a view to receiving further guidance on whether the
annual level of allocations should be interpreted to mean annual expenditures.

Acknowledgement

The Board of Auditors records iis appreciation for the co-operation and
assistance extended by the Secretary-General, the Administrator and their staff.

(Signed) J. E. ESCALLON O.
Controller-General of Colombia

(Signed) J. J. MACDONELL
Auditor-General of Canads

(Signed) A. HAMID
Auditor~General of Pakistan

=54~



sanzl @) Sloyeie Jo J panll Ly
Yoo Jolaz (A1 LK G e et + U e 5 e ip Tl 99 Sl e szl oW gyl pand) (s
SRR I IR A Py e YR RO
nfe] IR B R
A BIERI T &1 M2 e HIE LWL W, WS -BENEIRE AN RE NN R EINNE,

HQW TO GBTAIN UNITED NATIONS PUBLICATIONS

United Nations publications may be obtained from bookstores and distributors
throughout the world. Consult your bookstore or write to: United Nations, Sales
Section, New York or Geneva.

COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES

Les publications des Nations Unies sont en vente dans les librairies et les agences
dépositaires du monde entier, Informez-vous auprés de votre libraire ou adressez-vous
a : Nations Unies, Section des ventes, New York ou Genéve,

KAK MONYYHUTH M3XAHHA OPTAHHM 3AIMH OB’ HEJHHEHHBIX HAILMA

Hapauua Oprannsannn O6wepHHeHHBIX Hauufl MOXHO KYNHTH B KHIDKHBIX MAra-
3HHAX M areHTCTBAX BO BCcex pafioHax mupa. HapojAHTe cnpasku 00 H3ZAHHAX B
BallleM KHHXHOM MAarasiHe HIH NHUMINTEe No aapecy: Opraunsanna O6begHHEHHbLIX
Hanui, Cexknuit 1o npogaxe uaxanuil, Hoio-Hopk unn Henena.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas estin en venta en librerias y casas distri-
buidoras en todas partes del mundo. Consulte a su librero o dirfjase a: Naciones
Unidas, Seccién de Ventas, Nueva York o Ginebra.

Litho in United Nations,. Néw York "~ Price: $U.S. 2.50 ' 21154--September 1974-.2,900
: (or equivalent in other currencies)



	biton0001A04
	biton0001A06
	biton0001A07
	biton0001A08
	biton0001A09
	biton0001A10
	biton0001A11
	biton0001A12
	biton0001B01
	biton0001B02
	biton0001B03
	biton0001B04
	biton0001B05
	biton0001B06
	biton0001B07
	biton0001B08
	biton0001B09
	biton0001B10
	biton0001B11
	biton0001B12
	biton0001C02
	biton0001C03
	biton0001C04
	biton0001C05
	biton0001C06
	biton0001C07
	biton0001C08
	biton0001C10
	biton0001C11
	biton0001C12
	biton0001D01
	biton0001D02
	biton0001D03
	biton0001D04
	biton0001D05
	biton0001D06
	biton0001D07
	biton0001D08
	biton0001D09
	biton0001D10
	biton0001D11
	biton0001D12
	biton0001E01
	biton0001E02
	biton0001E03
	biton0001E04
	biton0001E05
	biton0001E06
	biton0001E07
	biton0001E08
	biton0001E09
	biton0001E10
	biton0001E11
	biton0002A04
	biton0002A05
	biton0002A06
	biton0002A07
	biton0002A08
	biton0002A09
	biton0002A11



