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LETTERS OF TRANSMITTAL

3] March 1980

Sir,

Pursuant to financial regulation 11.4, I have the hono~r to submit the
accounts of the United NOitions University for the biennium 1978-1973 ended
31 December 1':179, which I hereby approve. The finan.::::ial statements have ~een

prepared and certified as correct by the Assistant Secretary-General for Financial
Services.

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.

(~igne~) Kurt WALDHEJM

The Chairman of the Board
of Auditors

United Nations
New York
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I have the honour
Nations University for
the Secretary-General.
opinion of the Board of

rch 1980

the
~d

been
Financial

the

12 .Iune 1980

Si r r

to transmit to you the financial statements of the United
the biennium ended 31 December 1979, which were submitted by
These statements have been examined an~ include the audit
Audi tor s ,

In addition to the above, I have the honour to present the report of the Board
with respect to the accounts of the United Nations University for the biennium
ended 31 December 1979.

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 Natiors

New York, NY
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I. FINANCIAL REPORT FOR THE BIENNIUM ENDED 31 DECEMBER 1979

Introduction

1. The Secretary-Gefl,::ral has the honour to submit herewith his financial
report on the a~counts for the biennium 1978-1979 ended 31 December 1979. These
accounts comprise r wo s t at.e-ne n t s supported by two schedules and one annex. The
accounts were trAnsmitted to the Board of Auditors in acccrdance with financial
regulation J1.4 un 11 March 1980.

2. i'he establishment of a united Nations university was first proposed by
Sec::roc..:Hy-General U Th an t in 19'19 and a Fouf1dj,ng Committee was established ir. 1971.
TI!e General Assemolv adopteo the Charter of the united Nations University by
resol~tlon 3081 (XXVI:I) on 6 December 1973 and decided that the University Centre
wouJd he located ~n tne Tskyo metropolitan area in Japan. Authority for the
University's policies, programmes and budget is vested in a Council of 24 members
who serve as individuals and not as representatives of Governments or any other
i ns t i t u t i ons , The Rector, who normally serves for five years 1S the chief
academic and administrative officer of the University. The r' sent R~ctor, who
wai" a ppo i n t ed in Nov smbe r 197'1 and took up his duties or, a f i, ,-,---time basis in 'l'okyo
Of) 1 September 1975, will. relinquish the post on 31 August lQaO. The new Rector,
who has been appointed by the secretary-General in consultation with the
Directur-General of the United Nations Educational, Scientific and Cultural
Organization (UNESCO), will assume his duties on 1 September 1980.

Fin~ncing of the United Nations University

3. According to the Charter of the United Nations Unlversity, capital cost~ and
recurrent costs of the UnIversity shall be met from voluntary contributions for the
University or from income derived from contributions. In accordance with the
Charter of the Unl~ersity, the funds of the University shall be kept in a special
account established by the Secretary-General of the United Nations. Contributions
are made by Governments and by non-governmental sources, inclUding foundations,
universities and individuals.

4. The University derives its financial support from two sources - income from an
Endowment Fund and contributions to the General Operating Fund. The Endowment Fllnd
was established to record transactions relating to the funds contributed by donors,
governmental as well as non-governmental. At its ninth session, held in Tokyo
from 5 to 9 December 1977, the University Council decided to establish a special
section in the Endowment Fund for the purpose of financing the University's
programmes designed to assist the developing countries. The purpose of this action
is to increase endowment funds available to the University to assist its work
relevan~ to development.

5. In 1974, the Government of Jupan made the Endowment Fund concept a reality by
pledging $100 million to be contributed over a five-year period, provided
contribu~ions were made by other countries and sources. During the biennium
1978-1979, the Government of Japan made its fourth contribution of $20 million
(Japan's first three contributions were deposited during the prior biennia).

-1-



-

,''I

Tn addition, the following Governments have pledged and/or made contributions to
the Endowment Fund during the biennium 1978-1979: Austria, Cyprus, Germany,
Federal Republic of, Ghana, India, Lihyan Arab Jamahiriya, Malaysia, Netherlands,
Nigeria, Philippines, Saudi Ar ab i a , Senegal, Suoan, 'I'ha i La nd , Tunisia, United
Kingdom of Great Britain and Northern Ireland and Venezuela. Furthermore, the
following countries have pledged and/or made contributions to the General Operating
Fund during the biennium 1978-1979: Chile, Ethiopia, Greece, Norway, Senegal, Sri
Lanka, Sweden, Switzerland and the uniteo Republic of Tanzania.

6. As shown in statement I, the total income availahle to the General Operating
Fund f or the current biennium amounted to $16.6 million, including interest income
of $1".3 mi I l i on earned on the Endnwment Fund iurii1q the period.

7. The total expenditure in the General Operating Fund for the operation of the
University totalled $16.9 million for the period of which $1.9 million comprised
unliquidated obligations as at; 31 December 1979: $8.8 mi Ll i on (52.1 per cent)
was expended for salar i e s and common staff costs, $2 mi 11 ion (11.8 ?er cent)
for travel, $0.8 million (·L7 per cent) for contractual services, $1 millior.
(5.9 per cent) for operating expenses ar.ri $4.1 million (2"."; per cent) for
fellowships and grants.

8. Statement IT shows that the combined assets of the General Operating Fund, the
Endowment Fund, the United Nations University Housing Assistance Trust Fund and the
United Nations university Library Trust Fund amounted to $146.1 million. This
includes $48.4 million representing pledged contributinns to the University
receivable from Governments, the details of which are given in schedllle 1.

9. The fund balance of the General Operating Fuhd as at 31 December 1979 amounted
to $2.7 million, which is available to finance programme operations of the
Unive:-sity.

10. Schedule 1 reflects the combined status ur pledges as at 31 December 1979.
The total amounts received ~or the Endo~ment Fund and the General Operating
Fund during the two-year period wer e $25.4 million and $0.7 million, leaving
$48.3 million and $O.~ million respectively in unpaid pledges as at
31 December 1979.

11. The St2tuS of the University's interest-bearing bank deposits as at
31 December 1979 is shown in schedule 2. The total interest earned on the
Endowment Fund was $15.3 million, which was transferred to the General Operating
Fund (see para. 6 above) .

12. The United Nations university, as an international community of r , -ho La r s to
solve the "pressing glohal problems of human survival, development an', welfare",
expanded rapidly during the past two years, emphasizing three priority programmes:
World Hunger Programme, Buman and Social Development Programme and Nacural
Resources Programme. The University's activities werp pursued througl1 various
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expert meetings and a world-wide network of advanced research and training

institutions.

13. The Council of the University held its tenth session at Vienna from 26 to
30 June 1978, its eleventh and twelfth sessions in Tokyo from 4 to
8 December 1978 and from 2S to 29 June 1979, its thirteenth session at Geneva
from 8 to 10 October 1979 (espeCially convened to discuss and approve the list of
candidates for the rectorship of the University to be presented by the Council to
the Secretary-General), and its fourteenth session in Tokyo from 3 to
7 December 1979. The Council discussed the work of the University during the
period July 1977 to December 1979 and beyond. It issued its annual reports for
1977-1978, and 1978-1979 to the General Assembly, the Economic anL Social Council
and the Executive Board of UNESCO at its tenth and twelfth sessions. The Council
discussed and approved the 1979 programme and budget at its eleventh session;
the 1979 supplemental bUdget at its twelfth session; and the 1980 programme and
budget at its fourteenth session.

14. During this two-year period, consultative mee t r uq s were held at New Delhi and
Doha (February 1978), at Athens (March 1978) and at Accra and Nairobi (March 1979),
which drew 303 participants from 48 countries. :Fourteen .x.ns u l r.a t i ve meetings
have been held since 1976, drawing together ],OQ· ~articipants from 91 countries;
the holding of consultative meetings has now C([lC' to a close.) The main purpose of
the meetings was to inform intellectual, scientific and governmental leaders in
different parts of the wor l d about the university's purposes, methods and priority
programmes and to obtain, in return, reactions and ideas about the ways the
university can best help solve "pressing global problems of human survival,
development and welfare".

15. The University participated in the United Nations Conference on Science and
Technology for Development (UNCSTD) held in Vienna from 20-31 August 1979, and in
the International Colloquium of Science, Technology and Society: Needs,
Challenges and Limitations, which preceded the Conference and was held from 13 to
17 August 1979 uncer the auspices of the United Nations Advisory Committee on the
Application of Science and Technology to Development (ACAST). The purpose of the
University's participation in UNCSTD was to avail itself of the opportunity offered
by this Conference to make the concept and work of the University widely known to
delegates, many of whom represented their Governments; to make a contribution to
the scientific discussions; and to ensure that the University would contribute to
and benefit from the outcome of the Conference.

16. The World Hunger proqramme (WHP) focuses on one of the most basic material
human needs - adequate nourishment for all human beings. During the period under
report, the number of associated institutions rose by three, bringing the total
to nine, and the programme established one advarced training unit. The number of
WHP fellowships awarded was 80, and meetings, workshops and symposia held during
this period totalled 21.

17. The Human and Social Development Programme (HSD) is being implemented through
a network of five associated institutions and about 80 research units scattered
throughout the world. The programme brings together scholars from different
disciplines, schools of thought and cultural traditions. Three major areas of
study have been selected for the research activities of the University. They are:
(a) problems of development; (b) technology for development; and (c) education for
developmen t.

-3-
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18. The Programme on the Use and Management of Natural Resources (NRP) focuses on
three areas: (a) ways to protect the environment and increase productivity through
improved management of natural resources; (b) the effective application of existing
knowledge to the problems of arid lands; and (c) the problem of energy in rural
areas, especially those of developing countries. There are nine associated
institutions, and 10 research and training units have been estblished. Twenty-one
NRP workshops were held during this period.

19. The above activities involved expenditures for: (a) travel and per diem of
University staff; (b) travel and per diem of Council members (for the Council
session); (c) travel and per diem of academic participants in the programme
Advisory Committee and other programme meetings and workshops; (d) services of
bilingual secretaries and interpretation for the Council and consultative meetings;
and (e) grants to various institutions and research and training units.

11. REPORT OF THE BOARD OF AUDITORS

Introduction

1. As required by article IX, paragraph 8, of the Charter of the UnIted Nations
University, the Board of Auditors has audited the accounts of the United Nations
University for the biennium ended 31 December 1979.

2. The audit was conducted in accordance with article XII of the Financial
Regulations of the united Nations and the annex thereto and with the common
aUditing standards adopted by tQe Panel of External Auditors of the United Nations,
the specialized agencies and the International Atomic Energy Agency. Our
examination, which was conducted on an integrated basis, was carried out at the
University in Tokyo and at the United Nations in. New York and included a follow-up
on the recommendations made in our report on the biennium 1976-1977. l/

3. The Administration has taken a number of positive steps to improve budgetary
control and financial reporting. These include the adoption of the "core budget"
approach and the appointment of a budget officer together with the implementation
of computerized financial systems. The Administration has also dealt with our
concerns relating to donations from private sources.

4. Based on our follow-up on pr ior year s I recommendations and as a result of the
detailed audit work conducted during the current biennium, the Board of Auiitors
believes that the over-all financial information systems are operating
sa tis factor ily.

5. The following observations and recommendations are designed to suggest further
improvements to the financial management and control systems. We have discussed
our findings and recommendations with the University Administration and their
comments, indicating the action they intend to take, have been incorporated where
appropriate.

1/ Official Records of the General Assembly, Thirty-third Session,
~le~ent No. 5 (A/33/5), vol. IV.
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6. The university Council considers and approves the ar.nua I work programme and
budget on the basis of proposals submitted to it by the Re=~or. Because only the
costs for the ensuing year are included in the docnmentation presented to Council,
the full antlcipated f i naric i a I Imp Li.ca t i oris of work programmes extending beyond one
year are not coris i de r ed at the time of Counci 1 approval.

7. To enable the Council to make de~isions with the benefit of more complete
f i nan c i a l, information, we reconunended that systems and procedures should be
developed to ensure that the Council is provided with the full financial
implications of long-term programme proposals.

8. The University Administraticn has stated that projects are dynamic and new
possibilities, developing each year, csnnot always be accurately forecast at the
beginning of a project. Vice-Rectors, however, will be asked to inform the Council
of the approximate level of funds they plan to earmark for approved project
operations.

Accoun tacili ty of progr amme managers

9. In our review of the budget performance reports, we noted sever~l instances
where expenditures were recorded ugainst sections other than those where bUdget
responsibility had been allocated. For example:

(a) The publicat.ions bUdget was allocated to the three external progralTU11es
while actual expenditures were charged to Academic Services;

(b) The supplementary communications bUdget was allocated to Information
Services while actual expenditures were charged to Administrative Services;

(c) Expenditures for one special stUdy were allocated to the programme
sections, although the programme managers had no operational responsibility for
the activity.

10. In our view, these practices tend to blur the lines of accountability. We
r ecommen ded that. manager ial accountability should be clearly defined and
expenditures should be budgeted and charged to the section where budget
responsibility has been allocated.

11. The Administration agreed with our observations and indicated that measures
will be taken to ensure that progranmle managers are given responsibility for
controlling publication und cOlTU11unication expenditures. Furthermore, the
Administration advised us that the accounting process will be revised to ensure
that accountability for all projects matches the budget allocation.

Allotment control

12. Our previous report observed that, because of the inadequacy of control over
over-expending of allotments and the absence of prior approval for transfer of
funds between allotments, the allotment control system needed to be improved. This
observation still applies.

-5-
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13. The Board recommended that the University Administration should monitor
allotment controls more closely. The Administration has informed us that the
December 1979 guide for budget preparation contains procedures to follow when
transfers are requested and that prior approval must be obtained when an original
allotment is exhausted.

Research units and institutions

Contractual arrangements

14. At the present time, a variety of practices are followed by the three
programme sections when they enter into association with research units and
institutions. The different practices include letters of understanding,
institutional contracts and consulting agreements. Accordingly, we recommended
that the University should standardize practices among the programme sections with
respect to the type of contractual arrangements to be adopted for similar
activities.

15. The Administration has agreed that practices should be standardized for
similar circumstances, but has emphasized that room must be kept for flexibility
and creativity in institutional arrangements.

Financial guidelines

16. When Lesearch proposals are submitted from research units and institutions,
the University requires a statement of the estimated financial support that will be
required from it. There are, however, no instructions issued to institutions
concerning the type of activities that would be financially suprorted by the
University.

17. We noted that the format and content of financial reports submitted by
research institutions vary significantly. Consequently, additional financial
information has had to be requested from institutions before funds could be
released.

18. To facilitate review and monitoring of financial support granted to
institutions, the Board recommended that the Administration issue central
instructions for format and content of financial informalion and reports submitted
by institutions.

Comments on matters dealt with in the report
on the biennium 1976-1977

19. The Administration has taken appropriate action on the matters raised in the
Board's report on the biennium 1976-1977, with the exception of allotment control
procedures which have been commented on again in this report.
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(Signed) J. J. MACDONELL
Auditor General of Canada

(Signed) Ahenkora OSEI
A~ditor General of Ghana

(Signed~ Osman Ghani KHAN
Comptroller

and Auditor General
of Bangladesh
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III. AUDIT OPINION

1 be

ted

We have examined the following appended financial statements, numbered I
and tI, proper1.y identified, and relevant schedules and annex of the United Nations
University for the biennium 1978-1979 ended 31 December 1979. Our examination
included a general review of the accounting procedures and such tests of th t

accounting recurds 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 biennium, which transactions were in accordance wIth the Financial
Regulations and legislative authority, and present fairly the financial position as
at 31 December 1979.

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

(Signed) Ahenkora OSEI
Auditor General of Ghana

(Signed) Osman Ghani KHAN
Comptroller

and Auditor General
of Bangladesh

June 1980
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Q.F.tr,k .~ f 'ro kyo , Tck~'o - 7. ~7S [er cent
(4 r~I"L'Dr:i J9'/~ - 4 februarj :~80)

dan'< c f '!\.'ky", ':'okyo 8." ps r cent
(2. Jd~~d'y 19'b - 21 January .9331

8<1~)k {~j T .'K./--"'I '~\:JI(~'o - 8. S per cent.

(31 Jdn"a-.,. 1978 - JJ wanua,:! J9831

Parll< of TO~Y';" Tokyo - 10 pe r ce"1t

: 1 'Jec<:>r.tC>ec 1978·, De.cembs r 1983!

Ear.k '..; f T'Jkyc, 'Tokvo - 10 pp.:- c en ';

(22 J.n~.ry 19 9 - 2) Jan~~ry 1984)

B,Hll< er ~'o:<Y,J, Tukyo - lO.12~ :.:>er ':'e!1t
(9 iebr~ary ;97~ - Fcbruarj 1984)

B3nl<. n f T('ky"), 'T',Jky0 - 1l).375 pe: C.Pllt

(24 Novernbo r ! S78 .. 24 Novernbe c 1 ~gG)

MilSL.bi;;hi Be nk , TC>Kyn - 7. ?7S per c en t

14 Fe,)rJa,y ]~7' - ~ FEbru~ry 1980)

MitEubishi Bank, Tukyo - 7.937S per cent
('I ;)",C'cmbe r 19/7 _. 8 Dpcem0e r 1980)

MltS,lbishi dank, 'foI-\:!u 8.1.7.5 t'O::-f cent
(21 Decp:nb",r ,or - 22 Dec'?l'ler,r 19801

f.\itSllb.i.::it11 Ba n k , Tokyn - 8.5 per cer.t
(23 J.nuQry 1978 - 23 J3n~3ry 1983)

MitSJblShi Ednlc, T~kyc - 8.5 ?er csnt
(31 Jdr,l'ary 1978 3:'. c'a.cuc.ry 1983,

Mil~ubis~i RanK, ~ol.<yo - R.J123 per cpnt
(is M~y 1S 78 iF May ;S831

Mitsllbi~hi Ran:", To kyo - 9. E8";S per l':,=nl
(12 oc cooe r lS78 - 12 October 1982)

Mitscbishl BanK, Tokyc> - 9.'15 ?er cen"
(2 4ujust 1973 - 2 ~ugust 1983)

Mltsubishi GanK, Tokyo - 9.75 per cent
(9 August 1978 - 9 Auyust 1983)

Mi~subish~ Bank, Tckyc - ~Q per cent
(22 JQnuary 13;9 - '3 January 1904)

MitsublS~i Ran~, ?~kvo - 10.125 per cent
(9 Feb~uary 197' - 9 February ]984)

Mitsubishi Bank, Tokyo - 10.1675 per ce~t

(1 Auqus t 1~79 - 1 August 1984)

Mltsubishi Bank, Toeyo - 10.375 per cent

(24 November 1978 - 24 November 1980)

Mitsubisr,i Bank, Tokyo ., 11 per cent

(13 September 19-/9 .. 13 September 19841

S.F.E. Ba nk i nq Corp., Nassau - 8.375 per cent
1 March 1981

S.F.E. Pankiny Co r p , , N~SSdU - 10.875 per cen t

5 Oc t o be r 1964

Ch eruic a I Dank, New Yo r k - 5.25 per cent
Savings acccunt

Mitsubishi Bank, Ne;; Yore - 13 pe r cent.
24-hours call

Morgan Guaranty Trust Co , , Nassau - 13. ~ per cent
24-hc..u.TS ee.ll

Mitsui Bank, To k yo

1.5 per cent b.l.ocked J'en savings account (Library)

MitStll Pank, ':'okyo
1.5 per cent blocked yen savings account (H011Siug)

Total (statement H, foot-note b)
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Annex

Summary of significant accounting policies

The following are some of the significant accounting policies of the united
Nations University:

(a) The United Nations University accounts are maintained in accordance with
the Financial Regulations of the united Nations as adopted by the General Assembly,
the rules formulated by the Secretary-General as required under the regulations and
administrative instructions issued by the Under-Secretary-General for
Administration, Finance and Management or the Assistant Secretary-General for
Financial Services, and in conformance with generally accepted government
accounting principles.

(b) Fund accounting. The United Nations University accounts are maintained
on a "fund accounting" basis. Sep~rate funds for general or special purposes may
be established by the General Assembly or the Secretary-General. Each fund is
maintained as a distinct financial and accounting entity, with a separate
self-balancing double-entry group of accounts. Each fund is reported separately in
the financial statements.

(c) The financial period of the United Nations University is a biennium and
consists of two consecutive calendar years.

(d) The income and expenditure and assets and liabilities are recognized on
th~ accrual basis of accounting.

(e) Translation of currencies. The accounts of the United Nations University
are presented in United States dollars. Accounts maintained in other currencies
are translated into united States dollars at the "time of the transaction at rates
of exchange established by the Assistant secretary-General for Financial Services.
In respect of such currencies, the financial statements prepared at such intervals
as may be prescribed by the Assistant Secretary-General for Financial Services
under delegation of authority from the Under-Secretary-General for Administration,
Finance and Management, shall reflect the cash, investments, unpaid pledges (other
than pledges for future years) and current accounts receivable and payable in
currencies other than United States dollars, translated at th8 applicable United
Nations rates of exchange in effect as at the date of the statements.

(f) Pledged contributions. Pledges are recorded as income on the basis of a
written commitment by a prospective donor to pay a monetary contribution at a
specified time or times. Pledges received for futurE! years are recordej as
deferred income.

(g) Investments. These comprise securities, stocks and bonds acquireo by the
United Nations university to produce income. Funds on deposit in interest-bearing
bank accounts, certificates of deposit, time deposits and call accounts are shown
in the statements of assets and liabilities as cash. Apart from changes in value
arising from the retranslation of currencies as provided for in subparagraph (e)
above, all investments are stated at cost. No provision is made for amortization
of premiums or discounts which are taken into account as part of the gain or loss
when inves tme.i t s are sold.

-14-



(h) Deferred charges.

(i) Deferred charges comprise expendlture items which are not properly
chargeable in the current financial period and which will be
charged as expenditure in the subsequent financial period.

(ii) For b~lance-sheet statement purposes, only that portion of the
education grant advaDce which is assumed to pertain to the
scholastic ~ear completed as at the date of the financial
statement is shown under defe~red charges. The full amount of the
advance is maintained i.n the accounts receivable f rom staff
members until such time as the staff member prod'.lces t.he required
proof of entitlement to the education grant, at which time the
budgetary account is charged und the advance recovered.

(i) Fixed assets. Furniture, equipment, other nO:1-expendables and leasehold
improvements are not included in the assets of the University. Acquisitions are
charged against budgetary accounts in the year of purchase.

(j) No provision is made for repatriation grant entitlements or to meet
contingencies under appendix D of the Staff Rules of the Unit.ed Nations as funds
are provided for in tte budget of the university.

(k) All government contributions, unless otherwise specified, are credited to
the united Nutions University Endowment Fund. Endowment Fund principal is invested
so as to keep the original contributions intact. Only the interest from the
invesbnent of the Endowment Fund is being '.lsed for the purpose of covering the
costs necessary for the operation of the University.

(1) Miscellaneous income.

(i) Refunds of expenditures charged to the prior financial periods are
credited to miscellaneous income.

(ii) Moneys accepted in respect of which no purpose is specified have
been treated as miscellaneous income.

(iii) On the closing of the accounts at the end of each financial
period, if the balance of the exchange accounts reflects a net
loss on exchange, it is debited to the budgetary account. If
there is a net gain, this is credited to miscellaneous income.

(iv) The proceeds from the sale of surplus property are credited to
miscellaneous income of the respective funds.

(v) The refunds from UNJSPF in respect of pension contribution
(7 per cent of pensionable remuneration) of participants entering
the fund on or after 1 January 1967 but withdrawing within five
years are credited to miscellaneous income.

80-18330 7596E (E)
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