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NOTE

Symbols of United Nations documents are composed of capital letters combined
with figures. Mention of such a symbol indicates a reference to a United Nations
document.

The names of countries listed in this document are those used during the
period covered by the present report.
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LETTERS OF TRANSMITTAL

30 April 1976

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 1975,
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) Bradford MORSE
Administrator of the

United Nations Development Programme
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53
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• 55 The Chairman of the Board of Auditors
United Nations
New York
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1975,

~ ..

25 June 1976

Sir,

I have the honour' to transmit to you the financial statements of the United
Nations Development Programme as at 31 December 1975 which were submitted by the
Administrator. These statements have been examined and include the audit
opinion of the Board of Auditors.

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 1975.

Accept, Sir, the assurances of my highest consideration.

(Signed) J. J. MACDONELL
Auditor General of Canada

and
Chairman of the United Nations Board of Auditors

The President of the General Assembly
of the United Nations

New York, N.Y.
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1. FINANCIJI..L REPORT FOR THE YEAR ENDED 31 DECEMBER 1975

1. The Administrator has the honour to submit herewith his financial report for
the year ended 31 December 1975, together with the audited accounts of the United
Nations ~evelopment Programme (UNDP) for the year ended 31 December 1975 and the
report c . the Board of Auditors. 'I'he accounts consist of eight st.at.emerrt s and
10 schedules and also cover the trust funds listed in statement VIII for which the
Administrator has been assigned responsibility.

2. This submission is made in conformity with the decision of the General
Assembly 1/ to accept the recommendacion of ~~e Fifth Committee 2/ and in confol~ts

··d.th the Financial RegUlations and Rules of the United Nations Development
Programme, approved by the Governing Co-~cil at its thirteenth session (DP/2/Rev.l),
and as amended by the Governing Council at its nineteenth session (E/5646) and
twenty-first session (E/5779).

3. The UHDP financial statements incorporate in the relevant figures, data
obtained from the annual accounts of the participating and executing agencies, thus
enabling the Administrator to submit a consolidated statement for 1975 in
accordance with the practice commenced in 1973. As of the da~e of preparation of
the UNDP accounts and statements, the following agencLes nave provided audited
statements:

Asian Development Bank
Inter~ational Atomic Energy Agency
International Labour Organisation
World Health Organization
Universal Postal Union

4. The other agencies, which are listed below, have provided their statements as
submftted for audit:

United Nations
United Nations Industrial and Development Organization
United Nations Conference on Trade and Development
United Nations Development Programme

(as an executing agency for its projects)
Food and Agriculture Organization of the United Nations
Inter-American Development Bank
International Telecommunication Union
Horld Bank
International Civil Aviation Organization
Inter-Governmental Maritime Consultative Organization
United Nations Educational, Scientific and Cultural 0~ganization

World Meteorological Organization

1/ Offici~l Records of the General Assembly, Twer~y-first Session,
Supplement No. 16 (A/6316), p. 94, item 78.

2/ Ibid., TvTenty-first Session, Annexes, agenda item 78, document A/6596.

-1-



5. As stated in last year's financial report, if there should be subsequent
amendments reported after the completion of the audit of the accounts of these
pa~ticipating and executing agencies, they will be reported to the General Assembly
at its thirty-second session and to a subsequent session of the ~DP Go7erning
Council. Similarly, the Administrator will transmit to a subsequent session ·of the
General Assembly and the Governing 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 the United Nations Development Programme.

6. Changes in the 1974 accounts reported by the agencies which had not forwarded
their audited accounts as at the date of submission of the Administrator's 1974
financial report are as follows:

(a) The total expenditure reported by agencies as per schedule III of the
UNDP 1974 accounts was $337,438,782. The Inter-Americ&l Development Bank, in its
audited financial statements reported an expenditure of $195,699 as compared with
$252,953 originally reported to UNDP. An adjustment to reflect this difference of
$57,254 has been made in the UNDP 1975 accounts. This adjustment changes the
expenditure reported by executing agencies for 1974 to $33'7,381,528.

(b) The unspent allocations in the amount of $666,670,511 reported as a
f(ot-note in statement 11 of the 1974 accounts have been increased by $24,461,008 as
a resul,t of the detailed review referred to in paragraph 48 of the Administrator's
report for 1974. 1./

Changes in accounting prac~ices and policies in 1975

7. The 1975 accounts are being presentE;d in the same format as used in previous
years. However, as part of the continUal process of improving the presentation of
the accounts to provide a better disclosure of the financial status of the Programme,
two additional statements and two additional schedules are included in 1975. These
are: (a) a statement of the Revenue and operational reserves (statement Ill);
(b) a statement of the Source and Application of Funds (statement IV); (c) a schedule
of Deposits and Investments of Trust Funds administered by the Administrator
(schedule 8); and (d) a schedule of Agency Planned Targets of Expenditure and actual
Expenditure (schedule 10). This last statement was recommended for inclusion by
the Board of Auditors in paragraph 21 of their report on the 1974 accounts. 4/

8. In tlle notes fOl'ming an integral part of the financial statements, a brief
explanation is included regarding accounting policies followed in the preparation
of the statements and schedules.

9. A modification to Article XV of the UNDP Financial Regulations and Rules
covering the audit of the accounts was approved by the Governing Council at its
twenty-first session \E/5779).

]/ Ibi~., Thirtieth Session, Supplement No. 7A (A/I0007/Add.l).

4/ Ibid., chap. IV.
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UNDP finances

10. In paragraph 10 of last year's report, 3/ it was stated that at the end of
1974 UNDP's revenue reserves had been reduced to $10.4 million when the 1974
operating deficit of $18.2 million and the deficit in the variance costs of project
experts of $37.1 million had been deducted from this reserve. It was further
stated that shor.Ld this trend continue in 1975 without a significant increase in
UNDP i S income, the oper-atdonal. reserve may have to be used to cover any deficit
arising at the end of 19',5.

11. At the end of 1975 expenditure exceeded income by $82.6 million. In addition,
there is a residual variance for 1975 on the expert and fellowship cost variance
accounts of approximately $10.4 million (after adjusting the standard cost of
experts to $3,500 per man-month, effective 1 January 1975 as approved by the
Governing COQ1cil). Thus, the total operating deficit for 1975 is $93.0 million
which has been disposed of by charging $10.4 million to the balance of the revenue
rese-rve brc~.!,;ht forward from 1974 (therefore eliminating this reserve completely)
and the difference being charged to the operational reserve as a short-term
measure. The balance of the operational reserve, consequently, at the end of
1975 is $63.0 million. As a large part of the operational reserve was made up of
assets which are not readily usable, the financial situaticm at the end of 1975 was
critical. This situation manifested itself as a serious liquidity crisis from about
the middle of 1975, and this shortage of working capital was financed by a short
terffi advance of $10 million from the Food and Agriculture Organization of the United
Nations (repaid in January 1976) and the utilization of all of UNDP's convertible
cash and deposits.

12. In what was clearly the most difficult financial situation that UNDP has had
to face, action was initiated by the Administrator to align expenditure to
available resources. The financial problem facing UNDP was fully discussed at the
twenty-first session of the Governing Council held in January and February 1976
and a series of measures were decided upon and are being implemented to ensure that
expenditure will be maintained within the expected level of resources. The main
decision was to limit programme expenditure in 1976 ~o approximately $370 million.
Other measures included the reduction of UNDP's administrative and programme
support cost expenditure ~~d the improvem~nt of the financial reporting system
between UNDP and the participating and executing agencies.

13. As costs and the rate of inflation are still rising, it does not seem likely
that UNDP can maintain the increasing trend of programme delivery shown in the
past three years without substantial growth in new resources. To maintain the
financial integrity of the programme and to establish a strong financial structure,
the creation of adequate reserves which could be drawn upon to tide over periods
of uneven cash flows, seems essential. As a minimum, the level of resources in
1976 should be such that UNDP will be able to fully fund the operational reserve
and bring it up to its presently established level of $150 million.

14. The Administrator feels that it is essential that proper and adequate measures
be taken to enable UNDP tc meet, in an automatic and flexible manner, any temporary
cash shortage which might occur from time to time. A source of flexibility would
be provided in meeting temporary financial difficulties if he were authorized to
utilize other funds under his control to obtain short-term advances from funds in
the custody of and under the control of the Secretary-General or other United
Nations organizations and Governments participating in UNDP activities. Thus, the

-3-



Administrator feels that it is crucial to the future functioning of the Programme
to have access to short-term borrowed funds. Authority for UNDP to borrow funds
can only be obtained in 1976 through a decision by the General Assembly.

15. Arrears of Government contributions receivable for 1975 and prior years
amounted to $41.6 million at the end of 1975. At the date of this report, payments
by Governments had reduced these arrears to approximately $31.8 million, still a
significant amount of arrears in view of UNDP's resource position and the urgency
from the Governing Council at its twenty-first session for Governments to pay all
past due amounts promptly in 1976. The Administrator was requested to make special
efforts to obtain these payments by 15 April 1976.

16. Another problem affecting UNDP's finances is the accumulating non-convertible
currencies which at the end of 1975 amounted to $28.2 million. UNDP's inability to
use these currencies a~ and when needed is a major concern.

17. Miscellaneous Income in 1975 has decreased substantially mainly due to the
exchange losses incurred in 1975. Exchange adjustments are recorded as an offset
to miscellaneous income under Financial Rules 110.1 and 114.10 and arise mainly
from the application of Rule 114.10 which states that when the United Nations
Operational rate of exchange for a particular currency is revised, the balances of
cash and other assets or liabilities, in that currency shall be revalued and the
exchange adjustments shall be charged to a central account, the balance of which at
the end of the year shall be classified as miscellaneous income. Thus the exchange
losses which are reported in any financial year result largely from revaluations
and do not represent actual cash losses to UNDP, since they are essentially of an
accounting nature resulting from the fact that UNDP accounts are kept in United
States dollar with assets kept in other currencies and tran8actions also carried
out in other currencies.

18. During 1975, owing to rapid and frequent fluctuations of market exchange rates,
the spread between the United Nations rate and the market rate was greater than
usual, which magnified recorded gains and losses during the year.

19. In the foot-note included on the balance sheet it is stated that the total
amount of QDSpent allocations as at the end of 1975 is $US 712.6 million. Of this
amount, the unspent allocations for 1977 and subsequent years (i.e. the period
extending beyond the p~esent, the indicative plannin~ figure (IPF) cycle of
1972-1976 is ~175.4 million). As indicated in paragraph 11 of last year's
report, ~ a reconciliation was undertaken of the amount of unspent allocations
issued to participating and executing agencies. The global adjustment resulting
from this exercise is included in schedule 9. In connexion with these unspent
allocations, it should be noted that the expected level of resources in 1976 may
not be sufficient to spend the full amount of the unspent allocations before the
end of the present IPF cycle at the end of 1976.

St&~dard Cost of Expert and Expert Cost Variance Account (EVA)

20. At the end of 1974, the cumulative def:Lcit in the EVA was $37.2 million and
this amount was deducted from the balance of the revenue reserve as indicated in
paragraph 12 of the last year's report.

-4-
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21. This deficit arises because of the variance between the actual costs of
experts and the standard established (which is used for budgeting and charging in
project accounts) for the cost of expert months delivered. As inflation and cost
increases were continually rising the actual cost of experts rose above the
established standards and the Governing Counci1 3 at its nineteenth session 3

approved an increase in the standard costs of experts from $2,500 per month to
$3 3000 effective 1 January 1975 and a further retroactive increase in the standard
effective 1 January 1975 to $3 3500 per month 3 at its twenty-first session in
January 1976. Notwithstanding this increase, and as stated earlier in this report 3

a residual variance of approximately $10.4 million (EVA and Fellowship Variance)
remained at the end of 1975 for the current year and has been charged to the revenue
reserve as in earlier years.

22. As the cost of experts is the major component of programme cost, the continual
increase of these costs in the last three years was discussed extensively by the
Governing Council at its twentieth and twenty-first sessions. The Council endorsed
the Administrator's proposal for a review of the standard cost system and
recommended that a working group be established on the operation of the standard
cost of experts as mentioned in paragraph 18 of document DP/173, and that the group
also examine ways and incentives for the agencies to reduce the actual cost of
experts and that the Administrator seek to ensure, in co-operation with the
agencies, that the expert cost incurred accounts of all the agencies are, at all
times 3 available for examination at the request of UNDP's Division of Finance and
that adequate information is submitted to the agency auditors so as to enable them
to carry out a detailed audit of the accounts; and that the Admi.ni ebrat.or , further,
request the agencies to observe strictly the existing guidelines and such further
guidelines as may be agreed relating to the charging of costs to the expert cost
incurred accounts, and to clear any unusual charges with the DirecGor of Finance of
UNDP prior to charging them to these accounts.

23. The Governing Council requested the Administrator to study and report to the
Council at its twenty-second session on the question of redefining the elements
which should be included in actual expert costs and in the computation of standard
costs for experts with a view to improving control reducing actual costs to a
minimum, and the possibility and desirability of charging real costs for experts
and fellowships. As at the date of this report the working group has concluded its
study and it is expected that the Governing Council, at its twenty-second session,
will iecide on the future method of accounting and budgeting for the costs of
experts and fellows.

Agency overhead costs

24. It will be recalled that some participating and executing agencies owed UNDP
approximately $8.0 million for excess overheads drawn for implementing Special Fund
type projects prior to 1 January 1972. In the case of ITU and ~rr~o the Governing
Counci1 3 at its nineteenth session, authorized the write-off of the amount involved
totalling $795,630. It was stated in last year's report that agreement had been
reached with FAO, the major agency involved, that approximately 56 per cent of the
amount due will be repaid to UNDP and that the Governing Council, at its twentieth
session in June 1975, would be requested to authorize the write-off of the
44 per cent balance. Furthermore 3 the Administrator requested the Governing
Council's authority to apply the same formula to settle the amounts due from ILO,
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UNESCO and WHO. This authority was granted and the 1975 accounts reflect the
amount written off. Agreement has also been reached for the repayment of the
balance as follows:

FAO $2,775,130 in five equal instalments in the years 1976 to 1980.

UNESCO $893,099 in two equal instalments in 1977 and 1978.

ILO $234,129 in two equal instalments in 1976 and 1977.

25. The World Health Organization had already repaid the amount due in full in
1974. Therefore, the agreed amount to be written off was paid back to WHO in 1975.

26. In 1975, ITU made a request for additional overhead reimbursement totalling
$369,000 for the years 1973 and 1974. The matter was presented to the Governing
Council at its twenty-first session which decided to authorize the Administrator to
make a special overhead reimbursement of $232,194 to ITU in respect of the request
relating to 1973, and decided to consider the request relating to 1974 at its
twenty-second session in the light of a review to be undertaken by the Advisory
Committee on Administrative and Budgetary Questions and to re-examine the criteria
relating to overhead arrangements for smaller agencies. At present smaller
agencies (i.e. those whose programme delivery does not exceed $US 10 million per
year) receive overheads under a "flexibility provision" approved by the Council, an
arrangement which differs from the standard rate of 14 per cent of actual
expenditure used to reimburse the larger agencies. The whole question of the rate
of reimbursement of overhead costs to agencies will be discussed by the Governing
Council at its twenty-fourth session in June 1977.

Programme Reserve

27. Schedule 3 to the accounts gives the total expenditure incurred from the
Programme Reserve in 1975. The net expenditure amounted to $13,240,081 ($3,356,843
for Special Industrial Services; $510,140 for Investment Feasibility Studies;
$4,816,920 for Disaster Related Projects; and $1,556,178 for Miscellaneous projects),

28. The total expenditures in 1975 includes the amount of $3.0 million transferred
to the Special Measures Fund for the Least Developed Countries in accordance with
the decision of the Governing Council at its fourteenth session.

29. At its twentieth session, the Governing Council decided that for the 1977-1981
period the Programme Reserve should be used for (a) financing emergency assistance
in cases of natural disasters and to assist in the rehabilitation and reconstruction
of stricken areas; and (b) for the financing of contingencies, inclUding special
activities and studies designed to broaden the scope of the Programme, such as
assistance for humanitarian purposes to national liberation movements recognized
by OAU and promotional activities for technical co-operation among developing
countries, if resources were not available elsewhere, and to evaluate current
activities.

Special Measures Fund for the Least Developed Countries

30. The Fund was established by the Governing Council at its fourteenth session to
provide assistance to the least developed countries. The decision included the

-6-
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setting aside of $12.0 million from the Programme Reserve over the period 1973-1976
at the rate of $3.0 million per year. In accordance with this decision,
$3.0 million was transferred to this Fund from the Programme Reserve in 1975.
Statement V summarizes the financial position of the Fund at the end of 1975. The
balance available for further programming at 31 December 1975 was $11.9 million.

Administrative and programme support cost budget

31. The budget estimates for the year 1975 submitted to and approved by the
Governing Council were as follows:

Gross Income Net

Eighteenth Session 5/ 52,783,800 8,718,500 44,065,300
Nineteenth Session 6/ 5,151,700 720,000 4,431,700
Twentieth Session 77 976,300 976,300
Twenty-first Session 8/ 2,675.600 (280,400) 2,956,000

Total 61.587,400 9,158,100 52,429,300

32. The total of the eighteenth session appropriation includes $199,000 (net)
relating specifically to the establishment within UNDP of a Special Unit for
Technical Co-operation among the Developing Countries. The $976,300 approved at
the twentieth session relates to the transfer of UNDP headquarters to new premises
in the United Nations Development Corporation building.

33. The outstanding obligations retained at the end of 1975 are refl.ected in
schedule 4. All other unliquidated obligations as at 31 December 1975 have been
cancelled. Any miscellaneous charges relating to 1975 paid in 1976 will be charged
to the 1976 Administrative and Support Cost Budget.

UNDP as an executing agency for its projects

34. The activities of the Office of Projects Execution of UNDP continued to expand
during 1975. Delivery on UNDP Projects amounted to $30.6 million - a substantial
increase over 1974. Net allocations issued during 1975 amounted to $44.3 million
and the balance of unspent allocations pt the end of 1975 amounted to $38.1 million.
The ability of the Office of Project Execution to contribute significantly to
increased programme delivery while keeping overhead costs to a minimum was noted by
the Governing Council at its twentieth session. The Council also welcomed the
appointment of the Assistant Administrator (Operations and Procurement) to be
responsible for the Office's operation as a proper reflection of the importance
that should be attached to the work of the Office of Projects Execution.

5/ Official Re~ords of the Economic and Social Council, Fifty-seventh Session,
Supplement No. 2A (E/5543/Rev.l), para. 459 and para. 188.

£/ Ibid., Fifty-ninth Session, Supplement No. 2 (E/5646), para. 409 and
ibid., Fifty-first Session, (E/5046), para. 388.

1/ Ibid., Fifty-ninth Session. Supplement No. 2A (E/5703/Rev.l) para. 393.

~/ Ibid., Sixty-first Session. Supplement No. 2A (E/5779) para. 364.
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35. Statement VII summarizes the operations during 1975 of the Office of Projects
Execution as an executing agency for projects financed from the 0nited Nations
Fund for Population Activities. Net expenditure on these projects amounted to
$13.4 million in 1975.

Trust funds administered by the Administrator

36. Statement VIII, the combined status of trust funds ed at 31 December 1975 and
supporting schedules 6, 7 and 8 provide the financial data on income and
expenditure for the year ended 31 December 1975 and the assets and liabilities as
at 31 December 1975 pertaining to these trust funds. Since all material financial
information has been clearly disclosed in the statements and schedules and
increases or decreases on the unencumbered balance of the funds shown, the
descriptive narrative which follows regarding each trust fund has been restricted
to the authority under which the fund has been established and a short description
of its goals, objectives and operations.

37. The balance of the trust funds for the Junior Professional Officers progrgmme
is contained in schedule 6 of th~ UNDP accounts as these trust funds are integrated
with the accounts of UNDP.

Trust Fund for Assistance to Colonial Countries and Peoples

38. The Trust Fund was established following the implementation of the declaration
of the granting of independence to colonial countries and peoples in accordance
with General Assembly resolution 1515 (XV) and 3118 (XXVIII). The Governing
Council, at its eighteenth session, took account of the Administrator's report on
measures taken with regard to the implementation of this resolution, and approved
the recommendations contained in document DP/66 and authorized the Administrator to ~

assist the colonial countries and peoples from the general resources of the
programme and invited member States to make additional contributions to this end.

39. At the twentieth session of the Governing Council, the Administrator reported
to the Council in comprehensive detail on three major aspects of UNDP's assistance
to colonial countries and peoples; action taken since the nineteenth session of
the C01h~cil, the current situation regarding countries already independent or
about to become so, as well as other colonial countries in Africa, including
liberation movements and the problems relating to over-all UNDP co-operation with
colonial countries and peoples (DP/128/Add.2).

40. The Council took note with appreciation of the information provided by UNDP
and, inter alia, appealed to member States to strengthen the action of UNDP on
behalf of the peoples of Africa and their liberation movements recognized by the
Organization of African Unity (OAU) by providing additional resources to the Fund
established for this purpose or by increasing the general resources of UNDP in order
to facilitate the discharge of its obligations in this respect; and requested the
Administrator to report to the Council at its twenty-fourth session on the progress
of UNDP's programm~ of assistance, for the colonial countries and peoples - in
particular on collaboration with UNDP on the African liberation movements recognized
by OAU.

-8-
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United Nations Capital Development Fund

41. The Fund was established by General Assembly resolution 2186 (XXI) and
placed under the authority of the Administrator of UNDP and the Governing Council
by resolution 2321 (XXII). The Governing Council~ at its eighteenth session~ in
February 1974, approved a reorientation of the activities of the Fund.

42. The new policies, established in Governing Council meetings in June 1974
(DP/57 and E/5543/Rev.l) have led to projects aimed at immediate benefits to the
poor, mainly in the least developed countries. The size of the projects as well as
their management and technical requirements have been designed in a manner that
enhances full participation by the beneficiaries. Initial support has frequently
been provided by UNDP or other sources of technical assistance. Domestic
institutions in recipient countries have assumed the responsibility for project
implementation.

43. The Fund's capacity to "retail" capital assistance in small amounts directly
to the poor is fostered by the field network of international experts, headed by
UNDP Resident Representatives~ who have frequently been able to identify
situations in the recipient countries where such capital assistance could yield
immediate results.

44. The simple administrative and technical structure of the projects has made it
possible to implement them without having to wait for channelling institutions to be
established, supporting legislation to be passed, or central planning details to be
worked out.

45. Oppor-sund'tLes have been actively sought for employing intermediary credit
institutions to distribute and supervise small loans to borrow 'rs considered
ineligible for regular credit, and using repayments to assist new borrowers while
transferring those with a good repayment record to establish sources of credit.
Limitations on the Fund's resources have, however~ preclUded a major strengthening
of the capital base of such institutions. As a consequence, outside technica.l
assistance could not be obtained in the volume needed to initiate the small loan
operations.

46. The Fund has frequently linked its projects to other assistance by multilateral
and bilateral financial institutions, in order to extend its resources and pave the
way for such institutions to replicate successful projects on a larger scale.

47. Arrangements have been made to evaluate infrastructure projects for two years
following the final dis.bursement of funds. Revenue-generating projects, repaying
assistance to domestic revolving funds, will be monitored for an additional period
corresponding to the repayment term.

Fund of the United Nations for the Development of
West Irian (FUNDWI)

48. FUNDWI was established in 1963 by agreement between the Governments of the
Netherlands and Indonesia to develop the economy of Indonesia. The Government of
the Netherlands pledged and contributed $30 million in foreign currency. The
Government of Indonesia undertook to defray all local currency expenses and to
provide SUbstantial counterpart funds in kind. The programme included the
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development of established institutions, infrastructure repair and rehabilitation,
the development of forestry, fisheries and agriculture ~ education and vocational
training. The Fund is in the course of being terminated and residual moneys will
be used for the purchase of heavy road construction equipment required by the .
Government of Indonesia.

United Nations Korean Reconstruction Agency - residual assets

49. The United Nations Korean Recon.struction Agency (UNKRA) was established by
General Assembly resolution 410 (V) of 1 December 1950. The Agency was formally
terminated in Augu.st 1960 and unallocated funds remaining in its account, after
settlement of 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. This Trust Fund, the United Nations Korean
Reconstruction Agency - residual assets, was SUbsequently placed under the
responsibility of the Administrator of UNDP effective 1 January 1966.

it
to be
) be "

:1,
,!

le

ing

n

teral
the

'I
ars
ng
iod

of

50. During 1975, only one new project for the Rapid Transport and Rail Road System
was approved and allocations were issued out of the residual assets of the Fund.

United Nations Trust Fund for Operational Programme - Lesotho

51. On 9 November 1967, the Government of Sweden offered to finance, under a
funds-in-trust arrangement, an expansion of the United Nations technical assistance
operational programmes in Lesotho in the amount of $140,000 per annum for a 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 were 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 Oovernmer-t of Sweden that,
consistent with existing United Nations policies, the Fund would be charged for
the normal overhead costs incurred in the implementation of the programmes.

r

52. In 1968, the Secretary-General delegated responsibility for administration
and operation of the Trust Fund to the Administrator of UNDP. The Fund finances
a number of operational and administrative posts, spanning a variety of fields from
industrial development and educational planning to road transportation and tourism.
It also seeks to assist in the development of sound governmental infrastructure.

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

53. On 2 October 1969, the Government of Sweden offered to finance, under a funds
in-trust arrangement, an expansion of the United Nations teChnical aSpistance
operational programmes in Swaziland in the amount of $200,000 per annum for a

-10-
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period of three years commencing with the fiscal year starting 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 Government of Sweden in this undertaking and, under authority of
financial regulations 7.2 and 7.3 of the United Nations, established a Trust Fund.
~e 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.

54. In 1969, the Secretary-General delegated responsibility for administration and
operation of this Trust Fund to the Administrator of UNDP. The operations and
assistance provided under this Fund to Swaziland are similar to those described
under the Fund for Lesotho.

Trust Fund for the RepUblic of Zaire

55. The Fund was created in 1960 to provide for the technical assistance need
of the country which could not be met by the normal resources of the United Nations
and specialized agencies. The administration of the Fund was transferred to UNDP
in 1966.

56. The Trust Fund was financed by voluntary contributions from several donor
countries with the Government of Zaire paying all local currency costs of the
approved projects. The Fund was operated on the basis of annual programme agreements
signed between the Government of Zaire and UNDP on behalf of the agencies • Although
the programme of the Fund formally ended vdth th( completion of the agreement signed
for the year 1971, residual activity continued in the following years. Residual
funds are being utilized in part for limited activities basically in the fields of
transport and communications. These available funds are expected to be fully used
in 1976 in support of projects in Zaire.

57. The maintenance of the accounts of the Fund were transferred to UNDP from
the United Nations in 1975 and therefore these accounts now appear as a part of the
UNDP accounts in statement VIII for the first time.

UNROB Residual Funds - Bangladesh

58. The United Nations Special Relief Office in Bangladesh was a continuation of
the United Nations Relief Operations in Dacca (UNROD) which was established in
June 1971 pursuant to the initiative of the Secretary-General, endorsed by the
General Assembly in its resolution 2790 (XXVI) of 6 December 1971. The United
Nations Relief Operations in Dacca (UNROD) completed its activities on
31 March 1973 and was succeeded on 1 April by the United Nations Special Relief
Office in Bangladesh (UNROB).

59. In accordance with his report to the General Assembly
(A/8996/Add.4-S!10853/Add.4), the Secretary-General transferred most of the
expended funds remaining for the United Nations Special Relief Office in Bangladesh
to the Administrator of UNDP. During 1975, a further $750,000 was transferred to the
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Administrator. These funds were to be utilized specifically for projects proposed
by the Government of Bangladesh and which are considered as falling within the
bread framework of relief and rehabilitation activities.

60. During 1975, expenditures amounted to $2,749,012. The balance rema~n~ng in
the Fund at the end of 1975 - $628,220 - has been committed for relief and
rehabilitation activities.

United Nations Revolving Fund for Natural Resources and Exploration

61. This Trust Fund was established by General Assembly resolution 3167 (XXVIII) of
17 December 1973, recognizing the need to extend and intensify the activity of the
United Nations system to meet the need for natural resources in developing
countries to accelerate their economic development. The resolution authorized
the Secretary-General to receive contributions to the Revolving Fund as far as
possible in convertible currency and requested the Administrator of UNDP, in
consultation with the Secretary-General, to start operational activities ~f the
Revolving Fund in 1974.

62. The Governing Council, at its nineteenth session, established an ad hoc working
group to propose the final framework of operational procedures and administrative
arrangements to enahLe the Fund to support operational activities as requested by
the Governing Council in its resolution referred to above. The recommendations
of the working group were presented to the Governing Council at its twentieth
session. 9/

United Nations Volunteer Programme

63. Established by General Assembly resolution 2659 (XXV) of 7 December 1970, the
activities of the Fund in 1975 conformed broadly to the plan of action endorsed
by the Governing Council at ~ts sixteenth session in June 1973. Since 1974, the
United Nations Volunteers has sought to enlist local youth in self-help groups
inspired, directed and carried out by local communities in the developing countries
themselves. By the end of 1975, some 280 volunteers were serving two-year
assignments in 47 different develoJ?~ng countries.

Response to the report of the Board of Auditors

64. As in previous years the following paragraphs set forth the action that has
been taken or is contemplated by the Administrator as a result of the comments
contained in paragraphs 9 to 46 of the report of the Board of Auditors for the
year ended 31 December 1974. 10/

65. For ease of reference, the pertinent paragraph numbers have been repeated
in the same order as they appear in the report of the Board of Auditors.

9/ Ibid., Fifty-ninth Session, Supplement No. 2A (E/5703/Rev.l),
para.-53~

10/ Official Records of the General Assembly. Thirtieth Session,
Supplement No. 7A (A/I0007/Add.l), sect. IV.
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Financial statement (paras. 9 to 12)

66. Following a request made by UNDP to all participating and executing agencies
that the audited accounts covering UNDP's activities be sent to reach UNDP not
later than 30 April in the following year to enable U1mp to prepare its consolidated
accounts, which according to the Financial Regulations and Rules must be submitted
to the External Auditors by 30 April, the Panel of Externcl Auditors reviewed the
existing position regarding the date of signature and the date of receipt of
agencies' audited financial statements at the seventeenth regular (1975) session.
Most agencies agreed to UNDP's request and have stated that every attempt would be
made to meet UNDP's requirements. However, it is understood that additional
consultations were carried out within the united Nations in an endeavour to clarify
certain technical aspects associated with the submission of the audited financial
statements of the United Nations Conf'er-ence on Trade and Development, the Office
of Technical Co-operation and the United Natic'~s Industrial Development Organization
as the United Nations is responsible for the submission of these accounts. The
Board of Auditors has informed UNDP that, since it discha~ges the audit
responsibility for the above accounts during the Board's regular session in June
of each year, it would be difficult, if not impossible, to advance the date of
submission of the audited financial statements to U1IDP. As of the date of this
report, the response from the agencies has not been satisfactory since only five
agencies have submitted audited accounts. U1IDP hopes for a better response in
1976.

67. The adjustments to the 1974 accounts which became necessary after the audited
accounts were received from the agencies listed under paragraph 10 (b) of the
report of the Board of Auditors, are reported in paragra~h 6 (a).

Reconciliation of allocations (project budgets) issued to agencies
(paras. 13 +Q 17)

68. The difference of $1.3 million referred to in paragraph 13 was reconciled in
1975.

69. The global reconciliation and adjustment referred to ir.. paragraphs 14 to 16
was completed during 1975 and the global adjustments made are reflected in
schedule 9 of the accounts. For the. prupose of simplifying and maintaining the
reconciliation of allocations on a continuing basis UNDP, in 1975, introduced a
"Monthly Allocations Control Advice \: which is sent to all agencies on a monthly
basis. This form has greatly improved the recording of allocations and the
balances at the end of 1975 were reconciled with all agencies.

Evaluation of programme implementation (paras. 18 to 24)

70. In compliance with the Board's request contained in paragraph 21, schedule 10
of the 1975 accounts contains the estimated expenditure targets, the dates they
were revised and the actual expenditure reported as at the end of 1975. UNDP has
always recognized the importance of a good reporting sys t.e; , from the agencies t.o
UNDP for monitoring and evaluating programme implementation. Continuous
improvements \,',=re made in the reporting system in 1975. The Governing Council,
at its twenty-first session, discussed this subject in the debate on financial
resources and related Programme matters and recommended that:
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"To improve forecasting and to control expendL:,ure the Administrator
should ensure more effective co-ordination between budgeting and programming
and programme implementation, and for this purpose should, inter alia,
make the necessary arrangements for ensuring the timely flow of reliable
information among L~P headquarters field offices and executing agencies
and report to the Governing Council at its twenty-second session."

UNDP and the Agencies met at Geneva in February 1976 on the question of reporting
and forecasting and agreed on a system which is now in operation. The details
are contained in document DP/WGAFM/WP.5/Rev.l.

Refund by agencies of excess overhead drawing (paras. 25 to 29)

71. Discussion on this matter was concluded. The amounts to be written off
and the amounts to be repaid were agreed. The details are contained in
paragraphs 24 and 25 of this report.

Remittances to agencies (para. 30)

72. The new procedures instituted in 1975 have been successfully tested over
the preceding months. Basically, agency cash forecasts are related to expenditures'
forecast taking into account Inter-Office Voucher charges through the field
offices. Actual monthly requests are monitored by UNDP and deviations from forecast
are questioned with the originating agency. The monthly status of funds statements
are checked by UNDP to ascertain whether the agency's net operating fund balance
is maintained within the agreed limits. The procedures are being refined to
eliminate UNDP funds being used through the Inter-Office Voucher system for
non-UNDP financed programmes, i.e. Agencies' Funds in Trust and Regular Budget
programmes. The executing and participating agencies have been requested to
provide a three month rolling cash forecast each month. The first reports were
received in early 1976 and will be most useful in managing UNDP cash resources.

Verification of bank accounts (paras. 31 and 32)

73. The new unit established in the Accounts Division of the United Nations has
resulted in the prompt preparation of bank reconciliations. The matter continues
to receive the attention of the United Nations and UNDP.

Unidentified deposits requiring further clarification (paras. 33 to 37)

74. Of the $7.2 million in deposits requiring clarification as at
31 December 1974, $2.14 million was identified, but another $1.74 million was
added during 1975 mainly due to amounts remitted directly by Governments without
proper identification. The balance of unidentified deposits amounted to
Q6.8 million in April 1976. Resident representatives have been requested to
identify the ite~s involved and, wherever appropriate, Governments have also been
contacted for clarification.

75. To reduce the number of unidentified deposits, resident representatives are
continually reminded to provide detailed descriptions of any deposits received,
and wherever possible to cable the information so that such amounts can be
identified and transferred to income.
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Effects of overdue balances receivable from Governments (paras. 38 to 40)

76. UNDP is continuously following up on outstanding receivables and requesting
Governments for early payments. The following special ~easures were taken in
1975 and 1976:

(a) In November 1975 a letter was sent to the resident representatives
indicating all receivables and asking them to request early payment from the
Governments.

(b) In January a paragraph about arrears was also included in the letter
from the Administrator asking Governments for payment of their 1976 voluntary
contributions.

(c) In response to the decision of the Governing Council, letters were sent
in February to all the Permanent Missions to the United Nations on outstanding
receivables with copies to resident representatives asking Governments to expedite
payments.

77. As a result of the above efforts outstanding receivables have been reduced
from $106.8 million in August 1975 to $31.79 million in April 1976. It should be
pointed out that the largest portion of these receivables is on account of
assessed programme costs. A number of Governments have found it difficult to make
payments on account of assessed programme costs on time, since they have delegated
the payment of these obligations to the various ministries responsible for
different UNDP projects in their countries, and as a result there is no central
disbursement autbority for one time payment of these obligations. UNDP is
following up on such collections, but the progress has been slow for the reason
mentioned above.

78. To further improve on UNDP's collection efforts, a new comprehensive control
system was installed. This system's key feature is the compilation of all data
concerning each country's receivables available from different sources on a
master sheet to be maintained in the Treasury Section. This sheet will allow
the Treasury Section to provide fast and accurate data required for continuous
follow-up. The information flow from the Field Offices on payments and on any
changes in receivables is also b~ing directed to the Treasury Section in order to
ensure that all data is received to one area and entered accurately. Efforts
are also being made to incorporate all receivables on a computerized system.

Level of imprest accounts - field offices (paras. 41 to 43)

79. On the basis of instructions issued in July 1975, the majority of UNDP
field offices are now providing information on cash balances, forecasts of
expenditure and income plus specific currency needs. Since installing the new
system for replenishing field office accour~s, cash balances in field offices
have been reduced by some $10 million. New problem areas have been identified,
including delays in the remittance of funds through present banking connexions,
problems in forecasting anticipated receipts and inaccurate or lack of information
on cash balances and expenditure from some offices. Efforts are continuing to
resolve these problems. Revised instructions clarifying the procedures to be
followed in replenishing field offices imprest accounts, together with new
imprest levels for source offices, have recently been issued.
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85. The Aa~nistrator has taken note of the auditors' comments regarding the need
to improve certain financial management systems within UNDP. As a matter of fact
the UND? Governing Council itself had expressed similar opinions in January 1976
and a number of initiatives have been taken which will ensure considerable
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Response to the report of the Board of Auditors for 1975

Manual of accounting procedures (paras. 44 to 46)

80. With regard to paragraph 43, new procedural approaches have been instituted,
including the redesigning of some accounting forms, and the intr~duction of a new
Standard Payment Authorization form to be used by agencies in authorizing UNDP
field offices to make payments on their behalf. Following the establishment of
a new accounting system in UNDP in October 1975, the further computerization of
accounts preparation and information retrieval is proceeding. These measures will
simplify and assist in the verification of field office accounts and Inter-Office
Vouchers at headquarters, because of the improvements expected in the system.
This matter will continue to receive the attention of UNDP.

81. The preparation of a comprehensive manual of accounting procedures is
receiving the serious attention of UNDP, but it must be recognized that a
comprehensive effective manual will take time to develop. As a first step, an
orderly compilation of current individual instructions and working procedures
is in hand. Once this is completed, it is intended that the Administrative Field
Manual is rewritten. Following this, it is intended to cover headquarters
accounting proced.ures and policies for inclusion in the new Policies and Procedures
Manual issued in late 1975, which now contains ch~pters on the functions of the
financial organizational units at headquaxters.

82. In accordance with the assurances given to the Governing Council at its
twenty-first session, the response to the comments of the Board of AUditors on
the UNDP accounts and financial statements for the financial year ended
31 December 1975 are b5ing included in the Administrator's report. The following
paragraphs set forth the actions taken or that will be taken on the comments
contained in paragraphs 9 to 42 of the report of the Board of Auditors for the year
ended 31 December 1975. For ease of reference, the pertinent paragraph numbers
are referred to in the same order as they appear in the report of the Board of
Auditors.

-16-

Financial statements (paras. 9 to 15)

83. Any adjustments to the 1975 accounts which may become necessary after receipt
of the audited accounts from the two agencies listed under paragraph 10 (b) of the
auditors' report will be included in the UNDP financial statements for the
financial year 1976.

84. The 1976 UNDP statements will include prior years' adjustments and the
variance on expert and fellowship cost in the statement of income and expenditure
rather than only in the statement of revenue and operational reserve as was done
in 1975. Admittedly there are differences of opinion on the treatment of certain
accounting presentations but the suggestion of the auditors is of such minor
significance that the Administrator will adopt their proposal.
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improvement in financial planning and control in addition to improved reporting.
As of mid 1976, UNDP feels that it is controlling operations so as to ensure that
project expenditures will remain within the levels authorized by the Governing
Council.

Assessment of value of certain assets (paras. 22 to 25)

86. Under this section the auditors have drawn attention to and commsrrted upon
certain policy issues that the Administrator has endeavoured to keep the Governing
Council fully informed about. The auditors have recommended that assets consisting
of $27.9 million in non-convertible currencies, classified as "non-usable" by the
auditors, and $12.4 million in a non-interest bearing irrevocable non-negotiable
note which must be held until such time as approval by the Government issuing the
note is given should "be removed from the short term assets in 1976 and the accounts
be adjusted accordingly".

87. The consequences of complying with the above recommendation of the auditors
is of sufficient importance that the Administrator would prefer not to comment
until the advice of the Governing Council has been sought. However, it should be
noted that only the usable portion of non-convertible currencies is included in
UNDP liquidity assessment.

88. The Administrator would like to recall, however, that he had made a suggestion
to the Governing Council in June 1975 that unless funds contributed to UNDP were
made convertible into other currencies in increasing amounts or special project
activities were developed which absorbed a larger amount of these currencies, the
contribution to UNDP of additional usable currencies was not likely to be
beneficial. It was further suggested that resources which could not be fully
utilized by UNDP should be so identified and isolated from fully usable UNDP
resources, thus enabling future planning and projections of expendable funds to
be carried out in a more realistic manner. The specific guidance of the Council
was requested to avoid "any subsequent misunderstanding" (DP/130) • However,
following the Council's deliberation on the matter the Administrator and executing
agencies were requested to "intensify efforts to utilize all resources contributed
to the Programme". The Administrator would thus feel that the auditors'
recommendations would require reconsideration by the Council in the light of its
previous decision.

Unrecorded obligations (para, 26)

89. In October 1975, UNDP assumed additional responsibilities for performing its
own accounting functions from the United Nations. Along with the assumption of
its own accounting functions, UNDP received a substantial amount of unliquidated
obligations covering mainly travel items and income tax charges. In the time
available it was not possible to obtain all the background data from the
United Nations, examine such data, correspond with field offices since most of the
unliquidated items related to field Offices, and effect the necessary adjust~=nt.

By the end of 1976, the transfer of responsibilities from the United Nations
should be complete and the backlog of unliquidated obligations resolved.

-17-

,)

.~

, j
;j

:\



Prog~amme Reserve (paras. 27 to 29)

90. The Governing Council at its twenty-second session in June 1976 approved a
carry forward of the $1.6 million 1975 deficit in the Programme Reserve as a
charge against 1976 availability.

Refund by agencies of excess overhead drawings (paras. 30 to 32)

91. The agreed schedule of repayments as contained in the auditors' report is
being complied with.

Verification of bank accounts and investments (para. 33)

92. Since custody of UNDP funds is handJ.ed by the United Nations, UNDP itself
also has difficulties receiving bank statements. However, the Administrator
will assist the auditors obtain from the United Nations the necessary bank
statements.

Unidentified deposits requiring further clarification (paras. 34 to 37)

93. Over the past year UNDP has continued to make every effort to obtain
cl.a- ification of deposit amounts that cannot be identified, and this effort will
continue through direct correspondence with field offices. In a number of cases,
the Governments themselves are unable to assist in determining the purpose of
circumstances relating to a particular deposit. UNDP plans, in such cases, to
apply the unidentified deposit against any other outstanding balances due from
the Government thus resolving the matter.

Overdue balances receivable from Governments (paras. 38 and 39)

94. In early 1976, the Administrator sent letters to all missions in New York
requesting that they request their Governments to pay all outstanding pledges
or other amounts due to UNDP. Additionally, in March and again in April 1976,
letters and cables were sent to all resident representatives requesting that
they take immediate action to follow up with the Government authorities overdue
accounts receivable. UNDP informed field offices about the June 1976 decision
of the G9verning Council that Governments should pay all outstanding
contributions promptly. The Council urged Governments to arrange for the early
settlement of all arrears to UNDP.

Manual of Accounting Procedures (para. 40)

95. Responsibility for the preparation of the Manual of Accounting Procedures
rests with the Accounts Section, Division of Finance. Shortages of staff
reSUlting from unfilled professional posts have delayed work on the manual in .
1975. Priorities assigned in 1976 so far have also preclUded any work being done
on the manual. Nevertheless, the Administrator attaches considerable importance

'} the pz-eparatrion of the manual and work will be started as soon as possible.
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·Ex gratia payment (paras. 41 and 42)

96. An ex gratia payment was made in 1975 amounting to $5,000 by the UNDP field
office in Beirut on the basis of a communication from the UNDP Director of
Personnel which inadvertently was not sent also to the Division of Finance. The
ex gratia payment had been recommended by the United Nations Joint Appeals Board
and approved by the Assistant Administrator. The reimbursement to the Beirut
office was processed in the Division of Finance without special attention being
given to the fact that an ex gratia payment was involved. However, steps have
been taken to ensure that all ex gratia payments are reported to the Governing
Council in the future.

97. The Administrator would also like to take this opportunity to thar4\. the Board
of Auditors for its valuable contribution to the work of UNDP and to express
his appreciation for the co-operation extended to the staff of UNDP.
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11. AUDIT OPINION

We have examined the following appended financial statements, numbered I to
VIII, properly identified, and relevant schedules of the Ur~~ed Nations Development
Programme for the year ended 31 December 1975. Our examina~ion included a 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, subject to the observations contained in paragraphs 22 and 23
relating to statements 11, III and IV respectively, in our report, present fairly
the financial position as at 31 December 1975.

(Signed) J. J. ~ffiCDONELL

Auditor General of Canada

(Signed) A. MARTINEZ ZULETA
Controller General of Colombia

(Signed) A. HJI.MID
Auditor General of Pakistan

25 June 1976
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STATEMENT I

UNITED IATIOHS DEVELOPMENT PROGRAMME

Statement ot income lIDd expenditure
tss.the zeat' anded 31 December 1975

(in United States dollars)

1974

I1COME

1975

Adjustment in overhead costs tor 1972/1973 project delivery

Less: ExchllDge adJustunts on collection ot contributions (]\lote 2)i..,
,j

321 572 306
11 496 343

7 859 615
5 500 793
5 342 700

~57 771 757

(474 482)

357 ~97 275

3 304
9 972 971

(795 630)

9 180 645

366 477 920

272 813 589
8 549 466
6 883 652
4 540 478

292 787 185

42 269 692

335 056 877

458 865

43 776 809

5 342 100

384 635 251

Contributions from GoveZ'l1Jents:

Voluntary p1e.:!ges
Assessed programme costs
Counterpart cash contrIbutions
Cost-sharing contributions
Field otfice costs

Donations
Miscellaneous income (expense)
Write-ott er prior years' agency exeess overhead

drawings on Special Fund Projects

TOTAL mCOME

EXPEIDITURE

Programe expenditure

From indicative planning tigures tOl" projects
From the progrUlllle reserve
From Govemment cash counterpart contributions
From Govemment cost-sharing contributions

Reillibursement ot overhead costs to
participating lIDd executing agencies

UNDP administrative and progr8lllllll! aupport costs

UBDP field otfice costs paid by Governments

TOTAL EXPENDITURE

(Schedule lA)
(Schedule lB)
(Schedule le)
(Schedule 1D)

(Schedule 2)

(Schedule 3)
(Schedule 3)
(Schedule 3)
(Schedule 3)

(Schedule 3)

(Schedule 4)

422 424 982
13 421 798

5 991 443
14 104 273

5 609 555

461 552 051

(154 8542

461 397 197

2 364
(4 377 622)

~190 000)

(7 565 258)

~53 831 939

390 427 773
13 240 081

6 258 959
12 244 854

422 171 667

56 255 768

478 427 435

52 429 300

5 609 555

536 466 290

18 157 331 EXCESS OF EXPENDITURE OVER I1COME

CERTIFIED CORRECT

(Sisned) Bert LIHDSTROM
Deputy Administrator
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I S'lA~1IT II

UlIDD KATIO!lS DEVELOWiEN'l' PROOrwcME

Ialuce sheet .. at 31 December 1275

(iD United States dollars)

!2a 12Z2
ASSE'rS

75 Cuh

1.8~402 Convertible currencies 6913 964
6 025 USlble non-convertible currencies 3787366

26 502 586 Accumulating non-convertible currencies 27 941 966
i.5 709 OU I~re.t cash at field offices 15 282 241

4982 '7li 515 oi4 53 925 557
1 798
1443 55077 620 Short and ..diu tenD de!l"si ts (Schedule 5) 13626 612 i
4273 2941210 Houaing loans (Schedule 5) '•. ,662631
2..ill.

12 051 12931034 Non-interest tea:ing note 123762;8

i.i.ill 147 h64 888 83591038

7197 4dvar,ces and accounts receivable

2 364 50 401 212 <l"l'erati:lg fund pZ'l')vided b;y 1I"ND? to ?8rticipating and extlcuting agenci.., 29 931 099
1 456 183 Accrued interest 1059504

7 622) 30 0T1 616 Other &ccounts receivable 16036 .208

o 000) 81935011 47026811

5 258)
229399 899 130 617 849

1939 414556856 Contributions receivable fro~ Governments (Note 3) 435 287053

643956155 565904902

LIABILITIES Ar:l) i<::5::RVES

7 773 Liabili ties

0081 49257610 Accounts ~ay~ble 21 877 931 '0

8959 Operati."lS fund provide:! by the United Nations Fund for
4 854 Population Activities (Statement VII) 4 053 269

1667
109 052 Junior ?rofesaional Of!icers' Progracme (Schedule 6) 568 816
301065 Trust Funds administered by UNDP (Statement VIII) 105756

3970936 Due to United Natior.s 6527 007
Loan from Food and Agriculture Organization of the United Nations 10000000

~
Interest payable on loan 34 931

'j7435
53638 123 43167710

414556 856 Contributions receivable from Governments (Note 3) 435 287053

Reserves (o!'erational end revenue)

]9 300 15 371 765 Special Measures Fund (Statement V) 24445418

2..ill 150 000 000 Operational reserve (Statement IIIl 150 000 000

6 290 10 389 411 Revenlle reserve (Defteit) (:51o_1oe..n1o In) (86 995 279)
160 389 4u 63 004 721

,4 35J.

643956755 565904902

Ncte: The co~~itments in reapect of uns?~nt allocations in favour of.
executing agencies ~otal 5712.599.516 (Schedule 9)

-23-
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(417 124)
125 139

(357 356)

37 130·667
47 520 078

1975

10 389 411

(3 587 769)
_ (131 072)
(4 368 182)

150 000 000

7 710 863
(11 173 502)
(33 668 028)
(10 382 157)
(47 512 824)

(82 634 351)

(e6 995 279)

STATDtENT III

1972
1973
1974
1975 (incluci~s fellowship variance)

Project costs
Agency variance costs
Agency overhead costs
Prior years' expenditure
Adjustment to income for prior

years' contributions
Miscellaneous

Excess of expenditure over
income (Statement I)

Expert variance acco .nt for;

UNITED NATIONS DEVEWFMENT PROGRAMME

-24-

~tement of the revenue and operational reserve
as at 31 December 1975

(in United States dollars)

Add: Expert variance account for 1972,
1973 and 1974

Balance at beginning of year

Less: Adjustments to prior years

Balance at end of year

Balance at end of year

REVENUE RESERVE

OPERATIONAL RESERVE

CERTIFIED CORRECT

1974

(Signed) ert LINDSTROM
Deputy Administrator

53 037 138

150 000 000

"j
3 462 639

n 56 499 777:j
;J

.~

7 221 756
2 093 884

(i5 686)
(75 363)

q6 959)
~ 177 632

(18 157 331)
!
,j

7 710 863
(11 173 5(2)
(33 668 028)

.,

'1
(37 130 6h7)_._-_ ....,--
10 389 411



HENT III

1975

389 411

130 ·667
520 078

(417 124)
125 139

(357 356)

587 769)
(131 072)
368 182)

710 863
173 502)
668 028)
382 152)

512 824)

995 279)

000 000

\lIII'l'ED NATIONS DEVELOFMEN'l' PROGRIJIME

ConllOlidat@d statement of changes in financial posj.tion
tor tha yaar ended 31 Dee~~

(in United States dollara)

Solll'Ce of fllZlde

Total incollle for the year (Statement I)

Iacrealle in fllJld balance of the special lIlee.surea fund

Reduction in the value of a non-intareat bearing note denolllinated
in a currency other thar1 US dollars

Total funds provi(led

Application of funds

Total expenditure for the yeal (StAtement n
Deficit on experts' and fellowships' vsrian-:e cost account fo" the 1e~'

A~justments to prior years' expenditure

Iacrealle in the value of housing loans

Total f\l!1ds applied

•
lIozidng capital

~rease for the yesr

Balance at to..., beginning of the year

Balance at the end of the ye....."

Changes in elements of working capital

Current assets - increase/ (decr@ase)

Convertible currencies

Usable no~-convertible currencies

AccUlllUlating non-convertible currencies

Cash in i~re3t account5 at field offices

Short ~d cediulll term bank deposits

Operating funds provided by mIDP to Pl\rtiolpe:Ung a.nd exec'Jting agenoies
Accrued interest

Other acc~unts receivable

Current liabilities - increase/ (decrease)

Accounts payable

Opere.ting fu...d provided by mtFPA

Funds p~vided for ~~e ~~nior Professional Officers' Programme

Trust Funds administered by UNDP

Balance due to the Dnited Nations

Loan from the Food and Agriculture Organization o! the United Nations

Interest payAble on FhO 10Rn

Net ~ecrease in wor~ing capital for the year

CERTIFIED CORREl:::;.'

.,.25-

536 '+6.S 290
.10382157

,. }SS 182

721 421

:)51 938 050

(88 477 662)

159 888 932

?l 411 i!7O

(11 205 418)

(2 396 659)

1 439 380
(10 426 770)

(41 451 008)

(20 470 113)

(396 679)
(14 041 408)

(98 948 675)

(27 379 739)
4 053 269

459 764

(195 309)

2556 071
10000000

z4 931

(10471 013)

(88 477 662)



UNITED NATIONS DEVELOPM.EN'l' PROGRAMME

Special Measures Fund tor the Least Developed Countries

Statua of funds as at 31 December 1975

(in United States dollars)

STATDfEN'l' V

.3 000.000 J'\mds transferred from the prograJllle reserve

11 869 229
(5 381 905) Programmo expenditure

6 487 324

.12Z!t
8 801 279

8 871 551

(2 322)

8 869 229

83 162

15 371 76,5

Balance at beginning of year

Income aDd expenditure for year

Special contributions from Governments (Schedule 1A)
Less: Exchange adjustments on collection

of contributions

Adjustments to prior years' contributians income

Adjustment to 1973 overhead costs

Balance at end of year

m.2
15 371 76;

11 107 683

(319 879)
10 787 804

3000000

13 787 804
(8 301 920)
.5 485 884

3 587 769

OPF.R

'Ra

'Ra

Re

B

RTAT

~: The balance available as at 31 December 197.5 for further programing
is computed as follows:

Un

Balance as above
Add: Contributions receivable from Govel"DJllents

in respect of future years

Deduct: Unspent allocations (Schedule 9)
Balance available as at 31 December 1975

far further programming

CERTIFIED CORRECT

~
/ "/ -'- .~._-

~ . ft,-'W /lC:_",{~"--
(Sisned) e LINDSTR~

Deputy Administrator

-26-

24 44.5 418

2 788 807
2:l 234 225

(18 709 361)

8 524 864

COl

tin.

CERT

(Signed)
D



UNITED NATIONS DEVF.LO?MENT PROGRAMME

OPF.RATTNG FUND

AJ

U

Ur

OP

STA

'1

4
.:'1

STATEMENT V:t:

===-_.

(400 290)

_28 670 534._

28 270 244

30 ..581 308

(2 311 064)

40 253 150

15 872 52_0

659 246

36 850
620 829

1 561

24 380 630

~274 562

68 655 192

·30 581 308

38 073 884

.-£ 970 310

(2 311 064)

-_._-------_.

2 '~25 859

544 451

Cash drawinp,s, TOVs and other charges (net)

Expenditure during 1915

~:

Deduct:---

Deduct:

United Nations Develonment Programme as~
!.~cuti!!Jt agency for its projects

Balance at beginning of year

Status of fur-da as at 31,kcember 1975.

(in United States dollars)

Accounts payable
Variance on expert costs durinR 1975

payable to UNDP

Balance at end of year

Balance at end of year

Represented by:

CMh
Accounts receivable
Variance on fellowships durin~ 1975

recetvab1e from UNDP

Unspent balance of allocations at beginning of year

D~duct: Ad.1ustments t.o unspent balance of allocations

Confirmed Opening Balance of Unspent Allocations at
beginning of year

~: Net Allocations issued by tr.1DP during year

Deduct: Allocations utilized dur Inc year

Unspent, balance of allocations at end of year

RTATRMENT OF UNSPENT ALLOCATTCNS

!i£te: Unspent allocations extenddng beyond the present pro~ali.minp; cycle
(1972-1976) and amounting to $10,226,263 are included in the above
~otal of $38,071,884.

CF.RTTFIF.D CORRECT

~Z:~;;"
(Signed) ~~NDST~~

Deputy Administrator

-27-
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UNITED NATIONS DEVELOPMENT PROGRAMME
STATEMENT VII

4 053 269

4 053 269

17 427 742

13 374 473

4 053 269

8 142 970

22 793 270

465 659

31 401 899

12 510 285

18 891 614

13 374-!!.Z.2

5 517 141

12 510 285

18 027 426

Cash drawings from UNFPA

Expenditure during year

Allocations issued for future years

Net allocations issued by UNFPA during year

Adjustments for prior years

Deduct:•.

Add:

Deduct:

Unspent balance of al1ocatici!J.B ;:\,t. beginning of year

Due from UNDP

-28-

Represented by:

Balance at end of' year

Status of funds as at 31 December 1975

(in United States dollars)

Balance at beginning of' year

United Nations Development Progra~~e as an executing agency
for the United Nations Fund for Population Actiyities

Allocations issued for current year

Deduct: Allocations utilized during ye.'X

Unspent balance of allocations for current year
{

~ Allocations issued for future years

Unspent balance of allocations at end of year

CERTIFIED CORRECT

.es:
(Signed) ~~~~OM

Deputy Administrator

OPERATING FUND

STATEMENT OF UNSPENT ALLOCATIONS

1

I
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NarES FOBMING AN INTmRAL PART OF THE FINANCIAL STATDfEm'S

Note 1•
•

The financial statements reflect the application of the accounting policies
described in this note.

(a) Income. recoeition. FolloYing the change from a "full funding" concept
a.e at 31 Dece!ilber 1571 and the adoption of an "annual funding" concept
bY' the Governing Council a,.t its tenth session and approved by the
General AssemblY' in its resolution 2688 (XXV), tmDP inc08e il5 reported
on a caeb basis. Uncollected income at anY' time is refiected in the
balance sheet as contributions receivable from Govermlents and a
contra-liabilitY' account is shown to offset this asset.

(b) E;xpenditure recording. The financial stateents incorporate
expenditures on UNDP projects as °Shown in the audited accounts
received frOll. participating and executing agencies UNDP Financial
Regulation 1

0

. 6 states that the sdministraOtion by participating and
executing agencies for UNDP activities covered by allocations iesued
to them by the Administrator shall be carried out under their
respective financial regulations, rules, practices and procedures to
the extent that they are appropriate. Overllead expend1ture ~able

toparticipating and executing agencies is computed and recorded at
the applicable percex\tage rate or rates in force during the :financial.
year, as established by the Governing Council. Expenditves tor UNOP
Administrative and ~port Costs are recorded in accordance with the
authorization received from the Governing Council. Theee expenditures
are recorded in UlIDP accounts under the accrual 81"tea ot accounting.

(c) Ftaniture, eq~pment ~d automobiles! The coats of these iteJ18 are
charged to the mmPAdrainistrative Programae and Support Cost Budget
in full in the year in which the expenditure is incurred. An invento17
is maintained of all non-expendable equipment (defined as 8117 ite.
having a value of more than ius 100 and!or whose nonml lite expectancy
is five '1earlJ or longer). In aadition, expendable items of an
attractive nature are also inventoried. The total of inventoried
equipment at 31 Decellber 1975 amounted to approximately 16.9 lIiUioD..

(d) Contributions made by Governments for the coat~ of operatiy UNDP
Field Office8. These contributions are recorded as income when
received and are offset bY' expenditures as reflected in the statement
of income and expenditure.

(e) Costs of experts and fellows. These costs are charged to project
budgets at standard cost rates. The variance betveen the standard and
actual cost has been accumulated on UNDP financial statements and
reflected as deductions from UNDP resources.

(f) oAdjustments to _prior y_ear's expend:itures. Adjustments to prior )"ear's
expend!ture!l and expert variance costs are shown in the °statement ot
the revenue and operational reserves and not as part of the current
year·s expenditures.

-30-



(g)

Note 2.

Treatment of income tax liabilities. In the case of UNDP staff
members who are assessed income tax (mainly United States nationals)
the policy of UNDP is to grant them quarterly advances during the
year with final e.ettlement in April of the following year on
presentation of the tax return by the staff member. Advances are
carried as deferred charges until the date of the final settlement
at which time the total amount is charged to expenditure as common
staff costs.

The amount of $154,854 arises from the application of UNDP financial
rule 114.1 which provided that the official par value or other appropriate
exchange rates as agreed between the Secretary-General and the contributing
Government may 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 UNDP financial
rule 114.8. Exchange adjustmentfs are recorded as an offset to miscellaneous
income, in accordance with UNDP financial rules 110.1 and 114.10.

Note 3.

The contributions receivable from Governments amounting to $US 435,281,053
consist of' the following individual balances:

Volwtary contributions

Additional contributions
(Special Measures Fund 
least developed countries)

Asse~sed programme costs

Government cash
counterpart contributions

Contributions under cost
sharing arrangements

For 1'75
and prior years

1,645,251

-31-

For 1976

311,199,818

For future years

52,391,199
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9 711 772

3 393

71 547

83 475

114 234

Schedule 2

UNITED NATIONS DEVELOPMENT PROGRAMME

Miscellaneous income as at 31 December 1915

(in United States Dollars)

Income from savings accounts and shoI1)- and medium-
t;,erm deposits 5 424 WO

Interest on housing loans 84 191

Miscellaneous income frolll aeccuntie of participating
and executing agencies 1 149 096

UNDP Admini,strative budget - net savings on
liquidating prior years' obligations 3 229

Credits received (net) in reepect of prior years'
expenditures 61 015

255 782

Interest payable on advance from FAO

Sundry

(34 931.)

£.30 899

10 246 203

(273 232)

9 972 911

6 947 569

Losses on excbanse and revaluation of currencies 111 325 191)

(4 371 622)

-44-
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UNITED NATION~ DEVELO?·:ENT PROGRAfvlflJE

Deposits and housing loans as at 31 December 1975
(in United States Dollars)

A. f:hort- ana l!Iedium--term ~eposit8

...

Bank
Interest Due date Amount
rate

Credit Suisee Time ~eposit account 55/16 5 Jan. 19'76 '700,000
Royal Bank of Canada 11 7 5 Jan" 1976 '742,5'74-
Bank of New Zealan~ It 5 5 Jan. 1976 158 395
Bank ot New Zealand It 4 8 Jan. 1976 105 59'7
P.K. Banken " 5 1/4 8 Jan. 1976 1 138 952
Amsterdam-Rotterdam Bank 11 4 3/4 8 Jan. 1976 1 872 659
Bank of New Zealand 11 4 17 Jan. 1976 211 193
Bank of New Zealand 11 4 17 Jan. 1976 52'7 98,
Bank ot New Zealand " 4 26 Jan. 1976 105 597
Royal Bank of Canada " '7 2 Feb. 1976 742 574
Royal Bank of Canada 11 7 3 Mar. 1976 742 5'74
P.K. Banken It 8 1/4 11 Mar. 19'76 911 162
Royal Bank of Cana""a It 7 2 Apr. 19'76 742 5'74
P.K. Banken t! 8 1/4 12 Apr. 19'76 911 162
P.K. Banken It 8 1/4 11 May 1976 911 162
P.K. Banken It 8 1/4 II June 1976 911 162
Chemical Bank Savings account 5 - 1 748 957
Irving Trust Company It 5 - 5 06'7
Societe Generale 48 hours call account 4 - 256 410
Sumitomo Bank Deposit at notice 3 1/4 - 180858

13 626 612
========

B. Housing Loans

• These loans are repayable in 1D8talments over 15 years commenc1ng one year atter
the date ot acceptance ot the houses by. the bO;Tover. Acceptance pending at
~ December 19'75.

Year in whicll
repayment of

Interest principal is
Borrower rate completed Amount

Development Bank of Chad 31/2 19'78 6'7 439
Government of Unite~

Republic of Tan~ania 3 1/2 1984 228 '720
Government of Botswana 3 1/2 1989 607 132
Government of Burun"i 3 1/2 1990 311 426
Government ot Lesotho 3 1/2 1990 602 2'70
Government of Rwanrta 3 1/2 1990 170 000
Government of Malawi - Phase I 3 1/2 1990 243 587

Phase II 3 1/2 1991 180 000
East African Community 3 1/2 1990 450 000
Government of Benin 3 1/2 • 43'7 55'7
Government of Svazilan~ 3 1/2 • 364 500

3 662 631
========.

[

~
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Schedule 6

lJNIT~;D NATIONS LJi:.:VELOPl-'lL~"':· ??CGHAI-'2o'.E

Junior Professional Officers' Progr~T.me ~Ast Funds

Status of funds as at 31 ~ecember 1975

(in United States dollars)

Unencumbered Total Unencumbered
So~~c~~ ef balance at availa:'le Liquidated by balance at :
financin~ 1 Jan. 197J Receiots dur-Lnz 1975 disbursements 31 Dec. 1q75

1- Government

Autltrl/l 34 523 - :;4 523 44 321 (9 798)

Il!~lgium 96 269 421 473 517 742 314 631 203 111

Cunada (811 882) 21 758 (63 124) 75 282 I (138 406)

Jo'inlnnd (3 1150) 52 342 48 892 56 860 (7 968)

Oe rmany , 13 945 159 937 173 882 104 855 69 027
Fcde r a.L
RepUblic of

lrlm - 90 000 90 000 8 89 992

.Japan - 60 000 60 000 21 289 38 111

N..ther1ands (71 193) 666 634 595 441 358 409 237 032

~weden 120 012 288 185 408 191 320 722 88 015
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Trest funds

Investments end deposits as at 31 Dece=:er 1975
(in United States dollars)

Trust Fund/Bank rate Due date Amount Total

Trust Fund for Assistance to
Colonial Countries end Peoples

European American Banking Corporation, Time Deposit Account 6 1/8 7 Jan. 1976 1 038 125
Grand Cayman

6oc!~te Generale, Belgl~~ Time Deposi t Acoount 5 u- 12 Jan. 1976 130 265
Hit5ul Bank, London 48 Hours Call Account 5 1/'" 434 345
National Westminster Bank, London 24 Hours Call Account 5 1/5 518 977 2 121 712

United Nations Capital
n"velopment Fund

A1uterdlllll Rotterd8lll Bank Time Deposit Acco.unt 5 7 Jan. 1976 1 504 og4
EurOpeM American Banking Corporation,

It 6 1/8 7 Jan. 1976 6 241675
Grand C&ym8il

3ank ot America, NS38&U Time Depos~t Account 8 26 J8lI. 1976 1 000 000
Amaterd8lll Rotterdlllll Bank 4 1/2 9 Feb. 1976 1 498 128
Manutacturers Hanover Trust, Nassau

It 7 3/4 9 Feb. 1976 500 000
Bank of America, Franld'urt

11 11 19 Mar. 1976 355 000
Benk ot America, N!lJlsau 24 Hours Call Account 5 3/8 600 000
Horgan Guarantee Trust, N!lJlsau 5 3/8 500 000
NaUonlLt Westminster Bank, London 24 Hours Call Account 5 1/8 1031875
Hitsu! Bank, London 48 Hours Call Account 5 1/2 500 000
I'. K. BMken " 5 3/4 2 277904
Ch8.8e Manhattan Bank Savings Account :; 1290 857 17299 533

Fund of the United Nations for the
DeveIopment of West Irisn

Chemical Bank, FrankfUrt 24 Hours Call Account 5 1/8 850 coo
1rving Trust Companr Savings Account 5 116093 966 093

United Nations Korean Reconstructio:.
~ency - Residual Assets

1rving Truat Company Savings Accwnt s 30415 30 415

United !laUons Trust .P'Und tor
Operational Progr_ in Lesotho

Chue MlIllhattan Bank, NUSBU Time Deposit Account 6 8 Jan. 1976 193849 193849

United Nations Trust Fund tor
OpeiZ'ational (OPEX) Personnel in
Swadland

European-American Banking Corporation, Time Deposit Account 6 1/8 7 Jan. 1976 242 893 242893
Grand Cayman

(
tor the RepUblicTruet Fund Progr8llllle

ot Zaire

Chem1'~al Bank Savings Account s 951582 951 582

Uli'ROB ResidUal Funds, Bangladesh

European-American Banking Corporation, Time Deposit Account 6 1/8 7 Jan. 1976 9£6402 906 402
Grand Caym&n

United Nations Revolving Fund tor
Natural Resources Exploration
European-American Banking Corporation Tim' Deposit Account 6 1/8 7 Jan. 1976 4 484 392
Amsterdam-Rotterdam Bank

It 5 16 Jan. 1976 380 166
MitsU1 Bank, London 48 Hours Call Account 5 1/4 4626C3 5 327241

T07AL 28039720
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IV. REPORT OF THE BOARD OF AUDITORS FOR THE YEAR ENDED
31 DECEMBER 1975

3. The scope of the audit of the Board of Auditors is governed by article XII of
the Financial Regulations and Rules of the United Nations, which states that:

Statement of income and expenditure for the year
ended 31 December 1975

Balance-sheet as at 31 December 1975

Statement of the revenue and operational
reserve as at 31 December 1975

Consolidated statement of changes in financial
position for the year ended 31 December 1975

Status of funds as at 31 December 1975 for
the Special Measures Fund for the Least
Developed Countries

Status of funds as at 31 December 1975 for
~TDP as an executing agency for its projects

Status of funds as at 31 December 1975
for UNDP as an executing Agency for the United
Nations Fund for Population Activities

Combined status of funds as at 31 December 1975
for Trust Funds administered by UNDP

Statement I

Statement II

Statement III

Statement VI

Statement V

Statement VII

Statement IV

Statement VIII

"The audit shall be conducted in conformity with generally accepted
common auditing standards and, subject to any special directions of the
General Assembly, in accordance with the additional terms of reference
set out in the annex to the present Regulations;

2. The Administrator submitted to the Board of Auditors t.r.e following financial
statements, notes to the financial statements and 10 supporting schedules:

1. The Board of AUditors, established under General Assembly resolution 74 (I),
is required to audit the aCCC'nlts of the United Nations Development Programme in
accordance with articlG XII of the United Nations Financial Regulations and Rules
and the annex thereto.

"The Board of Auditors may 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;

I

"The Board of Auditors shall be completely independent and solely
responsible for the conduct of the auda't ;"
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4. The responsibilities of the Board of Auditors are set out in the annex to
the Financial Regulations and Rules of the United Nations referred to in
article X~I, paragraph 1 of which reads as follows:

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

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

\1 (b) That the financial tran:3actions reflected in the statements have
been in-accordance with the Rules and Regulations, the bUdgetary provisions
and other applicable directives~

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

l1(d) That the internal controls, including the internal audit, are
adequate in the light of the exterrt of reliance placed thereupon:

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

5. The examination of the accounts and financial statements was carried out
in conformity with the above provisions and included a general review of accounting
procedures, systems of internal financial controls, and such tests of the
accounting records and supporting evidence as were considered necessary in the
circumstances.

6. In the course of the audit, liaison was maintained with the Panel of External
Auditors of the United Nations and specialized agencies, the United Nations
Internal Audit Service, and the UNDP Management Review and Audit Division, and
with the Joint Insp€~tion Unit, in order to avoid duplication of effort and
overlapping of work.

7. We did not visit any of the offices of resident representatives or any of the
participating and executing agencies. The Board's Axamination of the accounts
and financial statements was carried out in New York.

Major findings and recommendations

8. The following paragraphs set forth the major findings and recommendations
resulting from the audit for the year ended 31 December 1975.

Financial statements

9. The 1975 fill~n~ial statements for the UNDP accounts are based on balances
which have been appropriately consolidated to incorporate the balances reported
by the agencies. Because of the time normally required for th~ year-end closing,
the audit of these accounts by the agencies' external auditors and the formal

-56-
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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.

10. Accordingly. the UNDP financial statements ~ principally statements I, II, III ~

IV and V for the ear ended 31 December 1975 incorporate:

(a) Final agency accounts on which agency external auditors have reported:
(representing approximately 90 per cent of the agencies! expenditures)

Asian Development Bank

Food and Agriculture Organization of the United Nations

Inter-Governmental Maritime Consultative Organization

International Atomic Energy Agency

International Civil Aviation Organization

International Labour Organisation

International Telecommunication Union

United Nations

United Nations Confe:rence on Trl3.de and Development

United Nations Development Programme (as an executing agency for its projects)

United Nations Industrial Development Organization

Universal Postal Union

World Bank

H'orld Health Organization

World Meteorological Organization

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

Inter-American Development Bank

United Nations Educational, Scientific and Cultural Organization

11. It is the intention of the Administrator to repo:r·t at}':'!. reflect in the accounts
and financial statements for the year ended 31 December 1976~ any further adjustments
to the 1975 accounts which may be necessary when the audited accounts are received
from the agencies listed in paragraph 10 (b).

12. Statement VIII shows the combined status of trust funds which are operated
under the authority of the Administrator. The accounts and financial statements
for these trust funds reflect the annual funding principle followed by mr.op as
approved by the Governing Council at its tenth session and endorsed by General
Assembly resolution 2688 (XXV).

13. In order to provide more detailed disclosure, two new statements and two
additional schedules have been prepared for the year ended 31 December 1975:
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Change in financial position

16. During 1975 the reserves of UNDP decreased as follows:

14. UNDP has adopted the practice of recording prior years \ adjustments and exper-t
cost variances on the statement of revenue and operational reserve.

(b)
compariso

(c)
and forec'

operation
aggravate

(a)
resources
resource

20. In v
cont:rol
expenditu
provide

21. The
financial
informati

Assessmen

22. In 0

$

175.8 million
87.4 million

88.4 million

statement of the revenue and operational reserve

Statement of changes in financial positio~ - on
outline of the source and application of funds
together with changes in working capital

a listing of deposits and investments of the trust funds

agencies' planned targets compared to actual expenditures

Opening balance, 1 January 1975
Closing balance, 31 December 1975

Net decrease

Schedule 8

Schedule 10

statement III

Sta.tement IV

15. In our opinion, such items should be included in the sta'cement of income and
expenditure as current year's transactions in order to disclose more properly the
net results of the year.

17. This significant decrease in resources necessitated some temporary financing
from other agencies and trust filllds in December 1975.

(a)

18. The balance of reserves of $87.4 million at 31 December 1975 is represented by:

1
(in millions of dollars)

..

Cash 53.9 of which $27.9 million is not
convertible nor readily usable

Deposits and loans 17.2
Non-interest-bearing

note 12.4 which may be collectible only
against future pledges

Less: Accounts payable
and other
liabilities 43.1

87.4

Advances and other
receivables 47.0

130.5
23.
has not b
and the n
$40.3 mil
according

19. Fina~cial control of resources is essential to the effective management of
24. Unde
therefore
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operations. However, our examination revealed certain factors which may have
aggravated the decline ill the above reserves. They include:

(a) The non-exf sbence of the requirement to match allocations with available
resources with the result that new projects were allocated in 1975 without over-all
resource control;

(b) Weakness in the timeliness of reporting expenditures resulting in late
comparison with allocations~

(c) No formal management information report which gives consolidated actual
and forecast results of operations.

20. In view of the above, there is a need for centralized financial planning and
cont:rol and for improved reporting. A system should exist which matches
expenditures to allocations as well as to resources on a timely basis so as to
provide management with the data needed in the control of' operations.

21. The Board therefore recommends that UNDP undertake an immediate study of
financial ma.nagement and control procedures and develop an effecti"e management
information system.

Assessment of value of certain assets

22. In our opinion, the value of the following assets is questionable:

(a) Non-convertible currencies

The Board noted that non-convertible currencies totalled
$31.7 million at 31 December 1975, of which $27.9 million were
non-usable and $3.8 million were partly usable. The non-usable
currencies increased by $1.4 million and usable currencies
decreased by $2.4 million since 31 December 1974.

The Board was also informed that the Administrator is taking
steps to negotiate with tee countries involved.

(b) Non-interest-bearing notes ($12.4 million)

A Government issued irrevocable non-negotiable non-interest
bearing notes in 1969 and 1970 in respect of its pledges for those
years with the proviso that they be held until such time as approval
for collection is given. Such approval has not been given in spite
of repeated requests.

23. Because of the uncertainties described in paragraph 22 (a) and (b) above, it
has not been possible to determine the proper value of the non-usable currencies
and the non-interest-bearing notes which are recorded at an aggregate value of
$40,,3 million and our opinion on the financial statements has been qualified
accordingly.

24. Under UNDP's accounting policies income is recorded on a cash basis and
therefore it is the Board's opinion that the amounts referred to above shouJ.d have
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been handled as other contributions and should only be recorded as ircome when
payment in convertible cu~rency is actually received or funds have been utilized
through programme expenditures.

25. The Board therefore recommends that these amounts be removed from the short
term assets in 1976 and the accounts be adjusted accordingly.

Unrecorded obligations

26. Under UNDP's accounting policies expenditures are recorded on the accrual
basis. Our tests~ however~ showed that the following 1975 obligations were not
recorded at the year end:

(a) Programme expenditures

The financial statements incorporate programme expenditures as
shown in the accounts received from participating and executing agencies.
However~ some of these agencies include as expenditure their costs of
goods and services delivered during the year while others report
expenditures on a cash basis only~ in keeping with their own Financial
Rules and Regulations.

UNDP's inability to obtain expenditures on an accrual basis from
all agencies results in an understatement of the current year's
expenditures. This points out also the inconsistency in accounting
practices throughout the United Nations system.

(b) ACblinistrative and programme support costs

Unliquidated obligations and consequently expenditures were
arbitrarily reduced at year end by $1.5 million so that the
expenditures would not exceed the 1975 appropriations.

The intention is that these obligations will be charged to 1976
appropriations.

frograw~e Reserve
(

27. The Programme Reserve was established by the Governing Council on
1 Janua~ 1972 at $9 million annually. 'I'his reserve is lito meet special needs
of the least developed countries and to finance unanticipated projects tI •

28. In 1972 ~ 1973 and 1974 expenditures did not reach the approved levels and
the Governing Council agreed that the unused amounts should be carried forward to
the following years. As a result, the Programme Reserve reached $11.6 million in
1975. However, expenditures in 1975 amounted to $13.2 million creating a deficit
of $1.6 million.

29. 'I'he Board has been advised that the Administrator will request the Governing
Council to approve the carry·-forward of the $1. 6 million deficit to 1976 and to
consiGer this amount within the programme reserve limit for that year.
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709,000

payable in five equal annual
instalments of $555,026
beginning in 1976

payable in two equal instalmerts
of $446,550 in 1977 and 1978

payable in two equal instalments
of $117,065 in 1976 and 1977

$

234,129

893,099

2,775,130

3.902.358

FAO

UNESCO

ILO

(c) ILO

(a) FAO

(b) UNESCO

Verification of bank accounts and investments
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30. In 1972 when UNDP changed from full funding to annual funding it was
determined that excess drawings of overhead existed. Since that time discussions
have been held with the agencies concerned regarding repayment of these amounts.

Refund by agencies of excess overhead drawings

$

34. Deposits in UNDP bank accounts are not always clearly identified as to source
or purpose. Such deposits are held in a suspense account and are classified as
accounts payable at the year end.

HHO 95.000

3.190,000

32. The amounts still owing at 31 December 1975 total $3.9 million and repayment
terms have been negotiated with the agencies as follows:

33. At the conclusion of its audit in May 1976, the Board had not received
direct confirmation of an overdraft of $19,589 and two short-term investments
totalling $386,675. We examined sUbsequent bank statements showing that the
investments had been liquidated and we will follow-up on the bank account in 1976.

31. The balance outstanding at the beginning of 1975 was $7,092,358 and in
June 1975, at its twentieth session 3 the Governing Council authorized the
Administrator to waive the following amount totalling $3,190,000:

Unidentified deposits requiring further clarification

35. Deposits requiring identification at 31 December 1975 totalled $4.4 million
compared with $4.1 million at the 1974 year end. By 31 March 1976, unidentified
deposits still totalled $4.4 million of which approximately $2.4 million represented
1975 deposits, $0.7 million represented 1974 deposits and $1.3 million represented
1973 and prior years' deposits.



Overdue balances receivable from Governments

Acknowledgement

Manual of accounting procedures
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36. If these deposits had been identified at the year end, the recorded 1975 income
could have been increased by $4.4 million.

(Signed) A. HAMID
Auditor General of Pakistan

(Signed) A. MARTINEZ ZULETA
Controller General of Colombia

(Signed) J. J o MACDONELL
Auditor General of Canada

37. The prompt clearance of these accourrt s is extremely important if UNDP ·is to
maintain effective and timely financial management of its resources. The Board
therefore repeats its earlier recommendations that prompt remedial action be taken
to identify and clear all such deposits.

38. The 1975 audit disclosed overdue balances receivable from Governments of
$41.6 million at 31 December 1975. This is an improvement from the previous year
when the overdue balance was $68.4 million.

Ex-gratia payment

39. Nevertheless, the Board reco~ends that continued effort be maintained to
collect overdue balances in order to maximize income.

41. During 1975 an ex-gratia payment of $5,000 was made to the widow of a former
staff member in settlement of her claims arising out of her late husband's
employment with UNDP.

T~e Board of Auditors records its appreciation for the co-operation and
assistance extended by the Secretary-General, the Administrator and their staff.

40. In 1974, the Board expressed the oplnlon that serious consideration should be
given to the preparation of a comprehensive manual of accounting procedures and
instructions. No action was taken during 1975.

42. This ex-gratia payment was made under article XIV of the UNDP Financial
Regulations and Rules. Regulation 14.5, which provides that such ex-gratia
payments shall be sUbmitted to the General Assembly and the Governing Council with
the annual accounts, was not adhered to.

25 June 1976
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