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Report of the Secretary-Generel

1. In paragraph 13 of General Assembly resolution 43/216 of 21 becember 1988, the
Assembly requested the Sec~etary-General and the executive heads of the United
Nations organizations and programmes and other relevant entities, in consultation
with the Board of Auditors, to explore the possibility of standardizing the
presentation and format of financial statements and accounting policies of all
audited organizations and programmes, taking into account previous relevant
studies, and to repo~t with proposals thereon to the Assembly at its forty-fourth
session.

2. General Assembly resolution 43/216 is an outgrowth of Assemllly resolution
42/206 of 11 December 1987, in which the Board of Auditors was r~quested to
initiate a study on standardization of the presentation and format of financial
statements of all organizations and programmes Audited by the Board and to report
thereon to the General Assembly. at its forty-third session. In response to that
request, the Chairman of the Board of Auditors informed the Fifth Committee at its·
14th meeting, on 24 October 1988, that the Board had decided to recommend that the
study should be entrusted to a specific task force of the administrations of the
organizations and proqrammes audited by the Board. He added that the Board of
Auditors was prepared to provide technical advice, in a consultative capacity.
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3. The accounts presented to the General Assembly by the Board of Auditors coverthe activities of 12 different United Nations organizations and programmes,including the Joint Staff Pension Fund. 1/ The General Assembly has approvedspecific administrative arrangements for many of these bodies, including thedesignation of responsibility for maintenance and presentation of accounts. As aresult, the accounts of 9 of the 12 organizations and programmes are transmitted tothe Board of Auditors by officials other than the Secretary-Gene~al.1/
Approach taken by the Secretary-General

4. The 12 organizational entities whose accounts are presented to the GeneralAssembly are involved in a wide range of activities, from peace-keeping totechnical co-operation, from humanitarian assistance to training and research andthe environment. They vary greatly in size and complexity and, accordingly, in thelevel of detailed information they can reasonably present in their periodicreports. The financial statements themselves are presented in accordance with fourdifferent sets of financial regulations and there are a number of financial rulesand policies whose application is specifically related to one or another of thoseentities.

5. In the course of preliminary consultations, it became apparent that thepresentation of financial statements and accounting policies followed by the bodiesare to a large extent already harmonized, if not standardized. For the most part,such differences as exist between them are due to their differing mandates andconsequent financial regulations and rules. From this preliminary analysis theconclusion was drawn that, rather than convening a task force of representatives ofthe 12 bodies, an alternative approach would be followed, designed to address thesubject more narrowly, but with greater precision.

6. In view of these considerations, the present report may be seen as providing apartial response to the request of the General Assembly. It briefly compares theaccounts of 11 of the 12 organizational entities, explores the concept ofstandardization, both of financial statements and of accounting policies, andsuqqests a line of action that might be pursued in further work in this field. Inthe view of the Secretary-General, the accounts of the United Nations Joint StaffPension Fund may perhaps be considered sui generi§ and thus outside the scope ofthis study.

Standardization of presentation and format of financial statements

7. Many points of similarity exist in the presentation and format of financialstat~~ents of the organizational entities in question. Each follows the principlesof fund accounting and submits statements of financial position and the results ofoperations, supported by schedules that present additional detail appropriate tothe particular body. Each set of statements includes certifications as to theircorrectness signed by appropriate senior officials, letters of transmittal signedby the Executive Head and the Chairman of the Board of Auditors, and the report ofthe Board of Auditors. All (except the voluntary funds of the United Nations HighCommissioner for Refugees) contain financial reports and all contain statements ofsignificant accounting policies. Most contain footnotes to explain significant
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elements of the financial statements, and some provide further explanatory
annexes. A comparative summary of the presentation of the financial statements is
presented in table 1.

8. As may be sepn from table 1, the framework within which financial statements
a~e prepared and presented, while not completely standard, i8 generally harmonized,
and the form of presentation is, to a large extent, comparable. It would appear to
be possible to resolve remaining differences in approach so that the framework of .
the presentation of financial statements could be standardized, should the General
Assembly so desire.

9. In the late 1910s, following an initiative by the Panel of External Auditors,
the Admini~trative Committee on Co-ordination (through one of its subsidiary
bodies, the Consultative Committee on Administrative Questions), conducted a study
on the harmonization of financial statements of the organizations of the United
Nations system. The Committee agreed that the presentation of financial reports
and statements should be based on the general principles of clarity, simplicity,
meaningfulness and full disclosure, and that the recommendations of the
International Accounting Standards Committee could serve as useful guidelines for
its work. It recognized, however, that the possibilities of harmonization of the
presentation of financial data depended to a notable extent on the financial
policies and procedures followed by the organizations. The study had recommended a
common structure for the financial reports and statements, which remains the basis
for presentation utilized by the 12 bodies with which the present report is
concerned.

10. While the general presentation of financial reports and statements is already
common to a large extent, the standardization of presentation of specific financial
data between organizations and programmes raises te~hnical questions of a different
order. As might be expected, many more statements and schedules are presented in
respect of the larger entities than the smaller ones. For example, the United
Pations presents 11 statements and 32 schedules, whereas the United Nations
University presents two statements and two schedules. The United Nations
Development Programme (UNDP) presents more information on trust funds than does the
United Nations, which, for reasons of economy of documentation, excludes from the
published document certain information on individual trust funds. This information
is made available to the Advisory Committee on Administrative and Budgetary
Questions and to the Board of Auditors and to other users on request. Most
entities summarize the totality of their operations in an "all funds" statement,
and some provide more information on cash and investments held than others. The
length and scope of the financial report of the executive head also vary.

11. The basic contents of the financial statements are mandated by the financial
regulations under which each entity functions. Beyond these statutory
requirements, the provision of further information in the financial statements is,
to a large extent, a matter of jUdgement exercised by the executive head in the
context of the need for disclosure of significant financial information, the
specific observations of the Board of Auditors and the wishes of the legislative
body concerned.
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12. In view of these differences, the Genoral Assembly may wish to see further
efforts at sta~dardilation concentrate on the harmonilation of the framework of
financial reports and statements rather than on the technical content of individual
statements or schedules.

13. Should this approach find favour, the General Assembly may wish to request the
entitie, concerned, in consultation with the Board of Auditors, to develop further
the general fl'~ework within which financial statements are prepared and, at the
s~~e eime, invite the governing bodies of the United Nations organisations an~

programmes to consider the usefulness of the financial infor~atlon presented to
them, havinq regard to the evolviLJ circumstances of the body concerned and the
relevant financial re~ulations and rules. .

Standardization of finangia1 po1iciel

14. The anney. to the Financial Regulations o~ the United Nations proviaes terms of
refer~nce governing the audit of the Unit~d Nations. Two of the provisions of the
annex require the Board (a) to state whel.~er the financial statements were prepared
in accordance with the stated accounting principles and (b) to ~ilc10se deviations
of a material nature from generally accepted accounting pri~cip1es. For those
entities that are not governed by the Financial aegu1ations of the United Nations
but that have separate financial regulations, there is a comparable provision.
Each body includes, as a part of its financial statements, a statement of
significant accounting policies. A c?mparative summary of these principles (or
poli~ies) is presented in tables 2A to D. From a review of this summary, it may be
seen that to a substantial extent the same accounting methods are followed, but
tha~ there are some differences. Most of these differences may have their origin
in the financial regulations and rules of the entity concerned - for example, in
accordance with its financial rule 104.2, UNDP records income from government
contributions only in the year in which it is received, whereas the United Nations
records income from government contributions in the year in w;ich it was assessed
(or, in the case of contributions to voluntarily funded activities, in the year for
which it was pledged).

15. The Board of Auditors keeps under review the stated accounting policies of
each organization or programme and draws the attention of the General Arsembly to
any inconsistent ap-plication of such policies. Other matters of concern to the
Board in relation tv the financial policies are also brought to the attention of
the organizational ~ntity itself, and to the General Assembly, in the course of the
periodic audits.

16. One of the features of accounting in the United Nations syst9m that has
~ccas~~nally led to difficulties in interpretation of results is that
intergovernmental organizations are not naturally coverJd by any of the regimes of
"generally accepted accou.lting principles" that govern the financial reporting of
either business enterpr hes or gO"'ernmental entities. ~.lttoough all members of the
system have aqreed to comp~y, to ~he extent appropriate, with the accountiny
standards issued by the International Acc~untin9 Standards Committee, there are no
international standards of governmental (or public sector) accounting to which the
United Nations system could subscribe. Nor would it be appropriate for the aystem
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to adopt the governmental accounting standards of any s .ngle Member State. In the
absence of such a "generally accepted" bad. on which the Unancial reports can be
reviewed. it is import~nt that the basis adopted for their preparation be clearly
articulatftd by each entity.

17. In the light of the review of significant accounting policies contained in
table 2. it may be noted that not every organilation and programme audited by the
Board has disclosed its accounting policies under every heading. The General
Assembly may wish to request that such statements be fully comprehensive. beginning
with the financi ..l statements for the current year or biennium. The General
Anembly may als') wish to invite the Board of Auditors to keep under review the
stated accounti~g policies of each organilational entity in relation to the others,
and to draw the attention of the Assembly to any specifia areas in which it
considers a comparative review of such policies to be required. having regard to
the respective mandate of each entity.

t,o.nclusion

18. AI may be seen from this report. the preparation and submission of financial
statements i~ an evolving process, designed to present clearly the financial
results of a given organization or programme in the context of its stated
ac~uunting policies.

19. Comparability of results among organizations and programmes audited by the
Board of Auditors may most easily be obtained by.

(a) Further developing the standard general framework within which financial
statements may be prepared (see paras. 8 and 13),

(b) Ensuring that statements of significant accounting policies are
comprehensively prepared in a compatible format (see para. 17).

20. As regards the technical content of in~ividual financial statements and their
continuing evolution, this would appear to be a matter for consideration in the
context of the evolving needs for disclosure of financial information. In this
regard. a continuing dialogue between the executive heads, the Board of Auditors
and ~he respective governing bodies is essential (see para. 13).

21. As regards the standardization of financial policies, in the event that
significant differences may arise between entities in their stated accounting
polieies, the Board of Auditors could be invited to keep the issues unJ.r review
and to draw the attention of the General Assembly to any specific areas in which it
considered a comparative review of such policie~ to be required (see para. 17).
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11 The accounts in qu.stion are those of the United Nations, the
International Trade Centre, the United Nations Univer~ity, the United Nations
Development Programme, the United Nations Children's Fund. the United Nations
Relief and Work. Agency for Palestine Refugee. in the Near ~a.t, the United Nations
Institute for Training and Research, the voluntary funds a&ninistered by the United
Nations High Commi&sioner for Refugee., the Fund of the United Nations Environment
Programme, the United Nations Population Fund, the United Nationl Habitat and Human
Settlements Foundation and the United Nation. Joint Staff Pension Fund. It should
be noted that in certain cases bodies administering voluntary funds are an integral
part of the United Nations Secretariat, others are programma. of the United
Nations, and still others are institutions established by the General Assembly that
have a speclal relationship with the United Nations.

11 The Secretary-General submits the accounts of the United Nations, the
Internationll Trade Centre and the United N_tions University. In the case of the
United Nations Institute for Training and Re.earch, accounts are submitted by th~

Executive Director of the Institute, but certified by the Controller of the Unitdd
Nations.

Be.t Copy Available
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Table 20. Comparative lummary of Itatem~nts of significant
acoounting policiel

(Othe~ Ipeoial provilionl)

Other Ipecial provilionl

UNICEF Procurem~nt and Alsembly Centre's Itock of programme lup~liess reflected
at average ,colta goods-in-tranlit valued at actual COlt to include
freiCjJbt. 'AqgreCjJate total reprelentl'! inventory. Periodical.i.y adjusted for
variancel.

Greeting Card Operat~on'l inventory of raw materialsa valued at standard
COlt adjusted periodically for variances.

Goods-in-transita reflected al inventory.

Contractu&l ob1igationsa those continqent upon delivery are recorded as
memo entries and disclosed as footn~les to the statementl.


