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1. In accordance with financial regulation 12.11, the 2.  The Advisory Committee’s observations and comments
Advisory Committee on Administrative and Budgetary onthe report of the Board of Auditors on the United Nations
Questions received the reports of the Board of Auditors on  Joint Staff PensioffFund for the bid®8i6r1997 has

the most recent financial statements of the followingjtees been subitied separately to the General Assembly at its fifty-

to the General Assembly: the United Nations, the third session in a report that includes the Advisory
International Trade Centre UNCTAD/WTO (ITG), the Committee’s recommendations on the report of the United
United Nations University (UNUY, the United Nations Nations Joint Staff Pension Board (A/53/511).
Development Programme (UNDP), the United Natio
Children’s Fund (EUNICEF?_, the Un_'tEd Natlpns F)Opmat'o'aoncise summary of principal findings, conclusions and
Fund (UNFPA)'_ the United Natlons Relief and Work%commendations, classified by audit area, of the Board of
Agency for Pale_stlne Refugees in the Near East (UNRWA)Auditors (A/53/217). The Committee also took up reports of
the_Unlted.Natlons_Envwonment Programme (UNEP), _tr}ﬁe Secretary-General on the implementation of the
United Nations Habl_tat and Human Settle.ments Foundﬁt'o'?ecommendations of the Board (A/53/335 and Add.1). In

P UNDCP d the United Nati Off foa{ddition, the Committee considered a request by the Board
ro.gramme.( ) an the n'te, ations TICE 19for the Committee’s concurrence in the allocation of audit
Project Service$t In addition, the Advisory Committee h ork among its members, with effect from 1 Augd€t98
before it the Board's report on United Nations peacekeeping ' '

operations for the period from 1 January 1996 to 30 Jude  The Advisory Committee also considered the report of
19972 and on thaccounts for the year endin@97 on the the Secretary-General on guidelines for internal control
voluntary funds administered by the United Nations Hightandards (A/52/867); the Conittee’s comments and
Commissioner for Refuge®s and on the United Natio@Pservations in this regard are contained in document
Institute for Training and Research (UNITAR), as well a4/53/508.

the report of the Board on the management review of the  puyring its consideration of those reports the Advisory
secretariat of the International Civil Service Commissiogommittee met with the Audit Operations Corittee of the
(A/52/811). Board of Auditors from 21 to 23 September 1998 and with

The Advisory Committee had an advance copy of the
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representatives of the Secretary-General on 28 and 29 Committee had before it, albeit in draft form, reports by the
September 1998. administrations on action taken or proposed for

6 The Advisory Committee discussed the audi{nplementation of the recommendations of the Board
assignments with the Audit Operations Committee. Tt{éa‘/f53/335 ar?d. Add:l). HOW?Ver' there is a nged for the
request for the Advisory Committee’s concurrence jfarious .adr'nlnlstratlons to improve the quality of the
accordance with financial regulation 12.12 was dated 24 Ji ormat|oq n _thPS‘? rePO”S- In particular, -they should be
1998 for assignments to be taken up with effect from 1 Augu ore specific in indicating the concrete actions taken or to
1998. The Advisory Comittee requests that its concurrencéJe taken.

be sought earlymough to enable it to react prior to the date  12. The Advisory Citi@emnotes that the published report

on which the assignments become effective. of the Board was not ready by the start of the fifty-third
éegular session of the General Assembly. The Committee

7. The Advisory Committee sought information on th ) 8 , ;
workload of the Board of Auditors and its effect on resource§0nducted its review of the Board's reports on the basis of

The Committee was informed that the Board’s workload haifVance texts in English only. Moreover, the published
increased dramatically in recent years, in particular, asigancial statements were not available. In the past, the
result of additional requests from the Advisory Committee ar§POrts of the Board were the first item to be taken up by the
the Fifth Committee for special or expanded audits. Flfth Commlttee during the_ regular sessions of the Assembly.
It is the view of the Committee that reports of the Board and
8. The Advisory Committee was informed that prior to thehe related report of the Committee should be published
biennium 1994-1995 the Board had sutied some 16 pefore the start of the regular session of the Assembly. The
reports during each biennium to the General Assemblyommittee intends to hold further discussions with the Board
However, since then the workload of the Board had increasggq with representatives of the Secretary-General on this
as a result of (a) additional organizations and activities fgfyestion.
which 18 additional reports needed to be provided in each ) i i
biennium, bringing the total number of reports to b .3. With regard to peacekeeping operations (for which the

submitted to the General Assembly and other bodies to so ncial periodri]s 1 JLIIIy_.SO \Ilqune), th? AQviso;yr?o?mittgel
34, and (b) requests for special audits from the Committé‘éSO regrets the delay in the submission of the financia
tements to the Board and as a consequence the report of

and the Assembly; from 1994 to date, some 27 requests ﬁéf" Board he C , The C . s th
special audits have been made. the Board to the Committee. The Committee recalls the

) ) ) ) observations made in paragraph 17 of its previous report
9. The Advisory Committee was informed that it was thga/51//533) regarding the submission of financial statements
intention of the Board to request additional resources in th@d accounts to the Board no later than 30 September (three
context of the proposed programme budget for the bienniyfibnths after the end of the financial period), thus allowing
20006-2001 to support its Audit Operations Conttee and  the Board of Auditors to submit its report to the Committee
its secretariat. The Committee intends to discuss this iSsg§ |ater than February of each year, in harmony with the
with members of the Board during its meeting in New Yorkeview of the peacekeeping budgets by the Committee. The
in Decemben 998. Committee notes that the financial statements for the next

10. The Advisory Committee has commented extensivedit were submitted by 30 Septemd€98. The Comittee

on the timing of the submission of reports of the Board ari@quests that efforts be made to ensure that the Board's report
their review by the Committee (A/5883, paras. 6-9). The is submitted to the Committee in Februat999 so as to
Committee had requested that the Board and tig&able the Committee to report to the General Assembly in
Administration review the situation with a view to speedingccordance with the new peacekeeping budgeting cycle
up the production and publication of the audit reports and t®&tlined in Assembly resolution 49/233 A of 23 December
audited financial statements. The Committee was informd§94. Furthermore, in view of the progress that should occur
by the Audit Operations Committee of the Board that th@s @ result of installation of Integrated Management
financial statements and accounts for the period ending Biformation System (IMIS), the Secretary-General should

Decembet 997 had been received by the Board on 16 Aprieview whether the accounts for the regular budget and
1998. peacekeeping operations could be closed earlier than the

. . current three months after the end of the financial period.
11. The Advisory Committee notes that some progress has P

been made in this regard as compared with its previodd. The Advisory Committee once again commends the

experience (see A/51/533, para. 12). In particular, tigoard for the quality of the reports and notes that the Board
has made efforts to make its recommendations less general,
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thus making it easier to verify more accurately the compliance representatives of the United Nations andstsufd

by the audited administrations. The Committee recommends programmes and, in Geneva and Vienna, with representatives
a further refinement whereby after the list of main of the specialized agencies and the International Atomic
recommendations, the paragraph numbers where the other Energy Agency. The Advisory Committee concluded after
recommendations appear in the main body of the report would  those consultations that the inconsistent application of several

be given. articles of the United Nations system accounting standards
required urgent review. In paragraph 30 of its report on the
Year 2000 compliance issue audit of UNICEFS the Board and the administration agreed

that, the Consultative Committee on Administrative Questions

commented on the year 2000 issue, particularly on the ne énanmal and Budgetary) (CCAQ (FB)) should consider

D whether the United Nations accounting standards needed to

to take urgent measures to make existing technology systems™ " . ;
. . ; ; e revised. The Committee understands that steps are under

year 2000 compliant. With regard to the United Nations, the - I .
; . way in CCAQ (FB) to initiate a review of the standards. The

Board has recommended, in paragraph 218 of its report 8rc]>mmittee welcomes this development and recommends that
the United Nations, the actions that need to be taken. Uptchn P

enquiry, the Audit Operations Committee informed th e matter be accorded priority within the Administrative

Advisory Committee that each administration needed Oommlttee on Coordination machinery.
decide the lead time required. Furthermore, it stressed that

adequate resources would need to be allocated for this United Nations

exercise.

15. For each of the organizations audited the Board h

16. The comments of the United Nations administration in9. Inits report on the accounts of the United Nations for
paragraph 32 of the report of the Secretary-General @fle biennium 1996-199Y, the Board of Auditors made 34
implementation of the recommendations of the Board @écommendations and identified 13 main ones. In paragraphs
Auditors (A/53/335) do not fully address the question of leag-32 of his report on implementation of the recommendations
time nor the issue of resources for both Headquarters agfdhe Board of Auditors dated 1 September 1998 (A35%),
offices away from Headquarters. Upon enquiry, thehe Secretary-General described the implementation of the
representatives of the Secretary-General informed thg main recommendations contained in paragraph 11 of the
Committee that a report identifying the scope of the work t@port of the Board of Auditors. Further on, in paragraphs
be carried out was under preparation and would be ready3s-51, the Secretary-General described the implementation
early 1999. Accordingly, the Conittee recommends that theof 16 other recommendations contained in the body of the
United Nations Administration and all the administrations doard’s report, namely in paragraphs 23, 48, 50, 57, 63, 69,
the funds and programmes mentioned in paragraph 1 ab®ze 87, 89, 96, 98, 123, 144, 172, 214 and 224. Initaaid,
report to it by May 1999 on the progress made in this regatig. paragraphs 4-7, 53 and 54 of his report, the Secretary-
The United Nations Secretariat is requested to coordinate theneral addressed the implementation of four other
preparation of this report. recommendations of the Board, made in paragraph 9 of its
report and in paragraphs 15 and 55 of the annex to the report.
Compliance with the United Nations accounting  The Advisory Committee recalls that in paragrafies-17 of
standards its previous report (A/51/533), it had commented extensively

17. For each administration, the Board has concluded tif§} (e need for United Nations administrations to have in

the presentation of the financial statements was generallyi@c€ an effective  mechanism for —dealing ~with

compliance with the United Nations accounting standard§commendations of the Board. The Committee notes that, as
gdlcated in document A/53/335, various officials in the

The Advisory Committee notes, however, that differencéS? ) . o _ .
exist in the United Nations, its funds and programmes and tH@'_ted Nations _have been_u_jentlfled as hav_lng responsibility
administrations of the specialized agencies on the extentdfiMPlementation of specific recommendations of the Board.
compliance with several articles of the United Nations system .

accounting standards. These differences in application of the ~EX gratia payments

standards have also given rise to inconsistent audi. Reference is made to the subject of ex gratia payments
observations. in paragraphs 72 and 198-206 of the report of the Board of

18. The Advisory Committee exchanged views with th@uditors. The Advisory Committee notes that of ex gratia
members of the Audit Operations Committee witipayments of $787,892.54 made to 15 individuals during the
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biennium 1996-1997, an ant of$750,663 was paid to the  significantly strengthened the transparency, competitiveness
judges of the International Criminal Tribunal for Rwanda. The and fairness of the procurement system in the United Nations.
appropriateness of that payment had been questioned by the  The Advisory Committee will review that report and submit
Committee in paragraph 11 of its report on the Tribunal its recommendations to the Assembly in due course. In the
(A/52/697), in which the Committee had recommended that meantime, the @emmhile making its recommendations

the amounts involved should be recovered. The General inthe paragraphs below on some of the findings of the Board
Assembly, in its resolution 52/218 of 22 Decemid®97, of Auditors with regard to procurement, requests that the
requested the Board to report on those ex gratia payments. Board, during the next audit cycle, evaluate the effectiveness
The Board, after reviewing the payments, concluded that ofthe measures taken in the reform process by conducting a
payment of the salaries on ex gratia basis was contrary to the horizontal audit of procurement as it did with respect to the
terms contained in the Secretary-General’s letter of 7 March  audits for the biennium 1994-1995.

1995 and the letters sent to thedpes after their elections.,o | paragraphs 74—82 of its report, the Board commented

Itis .th.e opinion of the Comml_ttee that the Unlted-Natlongn contracts for rehabilitation of the parking garage and for
Administration erred in authorizing the payments. It is for thgleaning and maintenance. electrical maintenance and

General_ As_sembly to take _wh_atever action it dee”ﬂﬁlrchasing contracts totallirR57.44 nillion. The Advisory
appr_opnate in the light 9f the findings Othe Board af‘d th8ommittee regards as very serious the irregtiks referred
previous recommendation of the Committee regarding the;, e goard's report in that regard. The Committee notes

payments. that the comments by the Administration in paragraphs 15 and
16 of document A/53/335 deal mainly with the question of
planning for major maintenance and the issue of emergency
21. Inparagraph 39 ofits repdrt, the Board recommendadtivities.

that Release 3 of IMIS be modified to remove the need fof; - \wjith regard to the contracts for cleaning, maintenance
substantial adjustments of accounts receivable and payably ejectrical maintenance, the Advisory Committee is
outside IMIS and to ensure that individual debtors ang, qicyiarly disturbed by the fact that even the Headquarters
creditors are properly identified in all cases. The Comm'tt%ommittee on Contracts was itself concerned at being
concurs with the Board's recommendation and notes that d§gpiected to undue pressure as a result of late submission of
implementation will improve the Organization’s ability toihe " presentation of the two major contracts referred to in
foIIow-up, .namely, to collect overdue accounts receivable a"r_‘;%ragraphs 77 (a) and (b) of the Board's report. The
to maintain proper control over accounts payable. Committee was not satisfied with additional oral explanations
given by the representatives of the Secretary-General during
Procurement hearings on the subject. The Committee therefore
22. In its previous report (A/51/533), the Advisoryecommends thatthe Secretary-General supply an additional
Committee had expressed the opinion that procuremaMtitten explanation to the Fifth Comittee, including an
reform should be given top priority in the United Nations antdication of what action has been taken to ensure that such
in the funds and programmes. The Committee is aware thgegularities, including those referred to in paragraphs 80 and
the period covered by the current audit, namely the bienniu®d of the Board'’s report, are not repeated.
1996-1997, has not been affected fully by the procuremest The Advisory Committee endorses the observation of
reform measures recently instituted by the Secretary-Geneigd Board in paragraph 76 of its report that major
within the United Nations. maintenance contracts should not be awarded on an exigency
23. Inits current audit report the Board identified numerougasis. Extensive comments on the question of procurement
irregularities regarding procurement of goods and servicé¥) an exigency basis have been made by the Board as well as
both in the United Nations and in the funds and programmebe Committee in previous reports, in particular anaection
The comments of the Advisory Committee on a few of thes#ith peacekeeping operations.

findings of the Board appear in the paragraphs below. 28, |nthe report of the Secretary-General on procurement

24. In his report on procurement reform dated 18 Augukgform dated 28 April 1998 (A/C.5/52/46), an attempt was
1998 (A/53/271), the Secretary-General stated that he wagde by the Secretariat to provide a sharper definition of
pleased to report that measures implemented following tR&igency. It appears to the Advisory Committee that rather
recommendations and suggestions of the General AssemBIn sharpening the definition with a view to limg the use

the Advisory Committee and oversight bodies ha@f exigency, the Secretary-General, as indicated in his

Integrated Management Information System
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conclusion in paragraph 8 of the report, actually expanded the full cost of operating them with a view to establishing the
definition. From this it would appear to the Committee that appropriate level of feeqithdtide charged to users other

more cases might be covered by the new definition of than those from the United Nations system and the proper
exigency than previously. The Committee was informed by administrative and accounting procedure to be employed.
the Audit Operations Committee of the Board that the Board

would review this report of the Secretary-General in Human resources management

conjunction with the next audit of peacekeeping operation§2_ In paragraphs 117 and 118 of its report, the Board

29. In paragraph 27 of the report of the Advisorgommented on the ratio of support to programme staff at
Committee contained in document A/£9/7, the Comrittee ECA. The Advisory Committee recommends that the
commented that the practice of using vendors or suppliesgcretary-General, in the context of the programme budget
suggested by requisitioners could lead to irregtikes in the proposals for the biennium 2000-2001, propose measures
procurement process and could raise questions of conflicttefaddress the problem. The Committee considers that such
interest. In paragraph 80 of its report for the biennium large proportion of support staff inevitably affects the
1996-1997, the Board reported that this problem persisisapacity of ECA to implement its programmes. Accordingly,
The Committee does naiccept the explanation provided bystaff resources devoted to programme activities should be
the Administration in paragraph 81 of the Board’s report aridcreased considerably by lowering the ratio of support staff.
is not fully convinced by the explanation in paragraph 42 of

document A/53/335. The Committee notes that similar cases  United Nations Compensation Commission

have been reported with respect to the audit of the Econo
Commission for Latin America and the Caribbean. Th
Committee considers this to be unacceptable and requests
administrations to take immediate action against those w
continue to disregard proper procedures.

Ig. The findings of the Board regarding the operation of the
énmission are discussed in paragraphs 163-197 of its
ort. The Audit Operations Committee of the Board
informed the Advisory Committee that the comments by the
Board related to claims in categories A—C as indicated in
30. Inparagraphs 83-87 of its report, the Board identifigghragraph 165. The Coniiee was further informed that the
further examples of poor contract management; thRadiine for submission of claims under those categories had
Administration’s response, in paragraph 43 of documegfpired and that all claims submitted had been processed. The
A/53/335, is not adequate. Upon enquiry, the Advisorypservations of the Board should therefore be taken into
Committee was provided with background information thgfccount by the Commission in processing claims under

pointed to a lack of interdepartmental cooperation as t@tegories E—F, for which they are equally applicable.
reason for delay and mismanagement. In paragraph 95 of

e : . . .
Board’s report, several procurement deficiencies wei%" BThedAdw;ory (|:omm|ttee 'S ofth%v;(_ewthat alfjhougtrr:
identified. The Committee notes the Administration'd'® Board made only one recommendation regarding the

. ; Commission, in paragraph 172 of its report, the comments
response given in paragraph 45 of document A/53/335. ;
P 9 paragrap made by the Board in other paragraphs warrant the full

31. Withregard to the management of conference centiggention of the Commission. In paragraph 49 of document
at the Economic Commission for Africa (ECA) and then/53/335, the Administration wggested that the
Economic and Social Commission for Asia and the Pacifiggcommendation of the Board be drawn to the attention of the
the Advisory Committee exchanged views with the membegsoverning Council of the Commission. In that connection, the
of the Audit Operations Committee and with representativgsommittee recommends that the Secretary-General transmit
of the Secretary-General on the implication of the Boardife full text of the Board's report, as it appears in paragraphs
recommendation in paragraph 162 ofits report. The Advisol3-197, to the Executive Secretary of the Commission, who

Committee points out that the two conference centres wejgould be requested to place the text before the Governing
not established for commercial purposes. The question©§uncil for its attention and action.

whether they are profitable to run should not be a primary

concern. The Committee notes that in its response, in

paragraph 30 of document A/53/335, the Secretariat noted United Nations Peacekeeping Operations

the recommendation of the Board and stated its intention to

study the feasibility of implementing it. While the Conittee  35. The Advisory Committee commends the Board on the
is of the view that the Board's recommendation should hguality of its report. However, a thematic presentation would

implemented, it believes that the goal should not be facilitate a better understanding of the problemscemtered
determine the profitability of the centres, but to ascertain the
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and recommendations made during the course of the audit. 39. The Advisory Committee, in paragraph 51 of its report
The Board made a total of 40 recommendations and identified on the report of the Board of Auditors for the biennium
13 main recommendations, which are summarized in 1994-1995 (A/51/533), commented on the fact that the audit
paragraph 10 of its report on United Nations peacekeeping opinion had been qualified owing to doubts about the
operations for the period from 1 January 1996 to 30 June colldityaltof $175.5 nillion related to assessed
1997%? In paragraph4—31 of the report of the Secretary- contributions for which Member States had declared their
General on implementation of the recommendations of the intention not to pay. The Board once again qualified its
Board (A/52/879), the Secretary-General describes opiniacepunt of its view on the non-collectability of a
implementing measures in regard to the 13 main portion of assessed contributions ($116.1 million) for the
recommendations contained in paragraph 10 of the Board’s period ending 31 Ded&®bépara. 11 (b)), and because
report. The Committee is of the opinion that the ofitsiifiglto confirm the validity of adjustments ¢§130.4
Administration should indicate what action has been taken or  million resulting from gaps arising froomttezsion of the

needs to be taken with respect to all of the recommendations old accounting system to IMIS (paras. 20-23).

of the Board (see para. 19 above). 40. The views of the Advisory Committee regarding the

36. The Advisory Committee, in paragraphs 49 and 50 of application of article 32 of the United Nations accounting
its previous report (A/51/533), made several comments on standards were included in its previous report (A/51/533) to
the level of peacekeepingriding. As indicated in table 1 of the effect that, in its opinion, assessed contributions are
the financial report of the Secretary-General for the 18-month  collectable until the General Assembly decides otherwise
period from 1 January 1996 to 30 June 1997, total (para.51). The @memiscussed this issue at length with
expenditure was $1,954.4iltion, whereas for 1 January members of the Audit Operations Committee and
1994 to 31 [ecembed 995 it amounted to $394.9 nillion.  representatives of the Secretary-General and the specialized
Upon enquiry, the Committee was informed that expenditure agencies. The conclusions of thét€emmthe question

for the financial year ending 30 June 1998 (12 months) is  ofthe apjilityadif accounting standards are summarized
estimated at $879,347,000. hauld be borne in mind that in paragraphs 17 and 18 above.

those amounts do not include items funded by the requigy  Reqgarding the $130.4 million the validity of which the

budget. Board could not confirm at the time and for which no

37. The Advisory Committee notes that the Secretary- explanation was provided in the Administration’s response
General further indicates, in paragraph 8 of the financial (A/52/879), the representatives of the Secretary-General
report, that the reduction did not affect the volume of work informed the Advisory Committee that the conversion from
related to maintaining and updating financial records, as the old accounting system to IMIS had involved some
transactions had to be recorded for the active missions and $43,0d@hrfrom all sources of funds — an extremely
missions in the liquidation phase as well as for completed complex operation requiring the matching of old accounts and
missions. The comments of the Committee on this aspect are acmwnts under IMIS. Moreover, the missing information
included in its most recent report on the support account for  was later provided to the Board along with the reasons for the
peacekeeping operations (A/338). omission and action taken so that this would not happen

38. The Advisory Committee also notes that the Secretaﬂpam'
General once again has drawn the attention of Member States 42. The Board addresses the issue of the value of pending
to the serious cash and liquidity problems under which the arbitration claims against peacekeeping operations in
Secretariat is forced to manage peacekeeping operations. As paragraph 11 (a) of its report and recommends that, these
indicated in paragraph 12 of his financial report, at 30 June  being contingent liabilities, they be disclosed in the notes to
1997, unpaid assessed contributions for peacekeeping the financial statements in accordance with paragraph 21 of
operations amounted to #80.7 nillion, compared to the United Nations accounting standards. The related
$2,074.0 nillion at 30 Junel996. Moreover, in paragraph  comments of the Administration are contained in paragraph
11, the Secretary-General states that the failure of many 5 of the report of the Secretary-General (A/52/879).
Member States to pay their assessed contributions in fulland  However, after exchanging views with representatives of the
on time for peacekeeping operations, as well as for the regular ~ Secretary-General, the Committee does not share the view of
budget and the international tribunals, has produced recurring the Administration that complying with the Board’'s
cash crises and increased the inability of the Organizationto recommendation “could send the wrong signal to the parties
pay its obligations to Member States and to others. involved”. The Atewris of the opinion that a statement

of what parties have claimed does not in itself create an
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obligation on the part of the Organization to pay the full value paragraph 54 of its previous report (A/51/533). Moreover,
of what has been claimed. The Committee is of the view that the Committee did not receive an explanation from the
the Board’s recommendation should be fully implemented.  Administratic®if@r4 nillion obligated at the time of the

43 The Board of Auditors refers to the issue of grati@uc“t' although the related contracts had been amended.

personnel in paragrapB9—109 of its report, and the related 47. In view of the foregoing, and taking into account
recommendation is contained in paragraph 110. The views comments made by the Advisory Committee and the Board
of the Advisory Committee on this matter have been of Auditors, in previous as well as current reports, the
submitted in its reports on the subject, in particular in Cadttemrecommends that the Secretary-General report to
documents A/51/813 and A/52/890. The Secretary-General, it by February 1999 on the results of his review in order to
in his report of 10 July 1998 (A/C.5/52/54/Rev.1), indicated finally clear all outstanding issues concerning this matter.
his intention to phase out gratis personnel by 28 February

1999. Future recourse to gratis personnel would therefore be .

covered by the provisions contained in General Assembly International Trade Centre

resolution 51/243 of 15 September 1997. The

recommendation made by the Board in paragraph 110 of #8. The Advisory Committee exchanged views with the
report has therefore been superseded by events. Audit Operations Committee on the new relationship between

t@e United Nations and the World Trade Organization with
[espect to ITC and any possible implications for the audit

1994-1995 on procurement, the management of lettersP§PCESS: The Committee was informed that there had been no

assist and contract administration and the managementC ngeb.l Thetllioa;_rd S mﬁ”f"":e IS t(t) repgrt 0 thet Ginl_?_?l
logistical contracts, particularly in the United NationiSsem yonine financial statements and accounts o '

44. Inits previous report, the Advisory Committee mad
extensive comments on the Board’s findings for the bienniu

Operation in Somalia (UNOSOM) and the United Nation he ITC currency of account will continue to be the United

Assistance Mission for Rwanda (UNAMIR) (A/51/533, tates dollar, and audits will continue to be conducted on a

paras. 52-56). Moreover, in paragraph 54 of that report, tH(@nnlaI basis. However, I.TC intends to have an accounting
Committee, in accordance with financial regulation 12.pystem capable of producing a set of accounts in both Swiss

requested the Board to conduct a follow-up audit of its findinfgﬁancs and United States dollars.

on letters of assist in conjunction with its next audit. 49. The Advisory Committee welcomes the comments made

45. Although some progress has been made to improve L publications in paragraphs 56-59 of the report of the
' . - . %%ard of Auditors on the accounts of the International Trade

management of letters of assist, as indicated in paragraph 0 tre UNCTAD/WTO for the biennium 1996-1997. The

of the report of the Board of Auditors, the Advisory ommittee trusts that the Board will continue to carry out
Committee notes that many of the other deficiencie y

previously identified still persist (see par®8-87). As similar reviews of other administrations in the future.
mentioned in paragraphs 24 and 28 above, the Secretary- . .

General has issued a report on progress made in the United Nations Development Programme
implementation of procurement reform (A/53/271) and

another including discussion of the definition of exigenc§0. The Advisory Committee notes with serious concern

(A/C.5/52/46). The Committee, in reviewing the two reportghat the Board has once again qualified its opinion on the
will take into account the findings of the Board of Auditordinancial statements of UNDP for the same reason indicated

contained in its report. for the biennium ending 31 Decemb2895. As stated in
46, The Advi c . h . ious aragraph 18 of the report of the Board of Auditors on UNDP
) € visory Committee, however, Is serious or the biennium 1996-199%, this results from the lack of

concerned with the comments made by the Board, gjdit certificates for the expenditure of $52@lion out of

paragraphs 84._87 of its report, regarding -the results of t al reported expenditure on nationally executed programmes
expanded audit requested by the Committee. The Boag $1,936 million for 1996-1997. This latter aount

report§ that it was ”.”"."b'e FO confirm all payment,s’,WhidPepresents a 71 per cent increase compared to total
according 0 the Admlnlstra'gon awanted t6$100.9 nillion expenditure of $1,135 million incurred during the biennium
for thg period from 1 April 1994 to r?l May .1996' Th61994—1995, for which an aount of $366 nillion was
Committee referred to total payment Nl reported as lacking audit certificates. In this connection, the

sarcl;etr(l:onLtJra.(itoc; flc\)lr \,:.a”oui/lper'.c’ds.m|_L|JNtQSOM’dL.JN':"\£|BCommittee notes that the proportion of national execution
an € Uhited Nations Mission in Halll, as indicate IIszpenditures covered by audit reports increased marginally,



A/53/513

from 68 per centin 1994-1995 to 73 per cenlBB6-1997. to the observation of the Board regarding advances to
Upon enquiry, the Committee was informed by the Audit Governments, contained in para§vagtsof its report.
Operations Committee that the 5 per centimprovementwas The Committee welcomes the action taldéliDBy

due largely to work done by the Board’s own auditors in regarding the revised procedures for national execution issued
tracking down expenditure and obtaining audit reports. in 1998, pemmonly field offices to give advances to

51. The Advisory Committee reiterates that the submissi&overnments on receipt of completed and signed financial

of audit reports by executing and implementing agenciers‘a,Ioorts covering the previous .quarter. The Commlttee
mmends the Board for its intention to monitor compliance

whether international, governmental or non-governmentgﬁ) o )
is part of the standard for assessing the accountability for tH&h this important requirement.

funds entrusted to such agencies. Moreover, the Citteen 54. Paragraph 58 of the report of the Board of Auditors
recalls its extensive comments on this question contained in  indicates that the operational reserve wali®2a @@ m
paragraphs 23-28 and 69-73 of its previous repd®97 and thaUNDP had dilized the reserve on only one
(A/51/533). It appears to the Conittiee that little progress azasion in the past three bienniums, in whichtitized $6.6

has been made in this regard. The Committee considers that million in view of delayed receipt of contributions. The
those views still remain valid, and it recommends that the Citteebelieves that the need to maintain a reserve at this

Administrator of UNDP report to the Executive Board, levibsld be reviewed.

through the Advisory Committee, on the results of th%s The Board comments extensively on UNDP information

measures tak_en to implement t_he previous recommenda_lti% Stems and the programme of integrated organizational and
and observations of the Committee and the Board of Audito nagerial change (UNDP 2001) in paragraphs 91-150 of

with respect to this question. The report should be submittﬁgﬁeport_ The Advisory Committee understands thattheo
to the Committee in conjunction with theidget estimates of

S million spent sincel 990 by UNDP on information systems
UNDP for the biennium 2000-2001. does not include the staff costs involved. Furthermore, even
52. The Advisory Committee notes that tHedNDP though the awunt spent may seem relatively small when
administration does not fully agree with the recommendations compared to total expenditure, the comments of the Board
made by the Board in paragraphs 52 and 53 of its report, in  raise serious questions as to whether UNDP has obtained
connection with advances to agencies. Regarding the value in exchange for the amount spent. Furthermore, the
recommendation in paragraph 52, the UNDP administration observations made by the Board seem to reveal a pattern of
stated that a reasonable period of cash requirements had been widespread and systematic inaccurate identification of needs,
defined as the current month’s requirements plus one poor project design, development, implementation and
additional month’s needs. Whereas the Board stated that management. As a consequence, unrealistic and somewhat
assuming a monthly forward requirement to be a reasonable inaccurate estimates were made, which were often revised as
funding demand, the overall level of balances was nearlytwo projects were changed in midstream, suspended or even
and a halftimes more than the average monthly expenditure abandoned.
over the previous 12-month period (see also A/53/335/Add.§6_
sect. C). The UNDP administration, it would seem, does n
address the apparent finding of over-advancemerg
Furthermore, in paragraph 53 of its report, the Boar
recommended that UNDP examine the scope for reducing

extent to which agencies are funded in advance, movi hich was put on hold in 1997 pending availity of

where possible, to a system of reimbursing actu sources. Total external costs for another project on financial

expenditure, thereby reducing cash flow risks and improwr}ﬁformation management (paras. 102—104), were estimated

financial control. However, in the opinion of the Advisoryb% UNDP in 1997 to be over $10ittion for the six-year

Committee, the administration’s comments indicating that ﬂb riod from 1994 to 1999: however. the Board states that it

current method, which dates to the earliest daysDP, of was unable to establish how much UNDP had spent to date

funding agencies on a monthly basis and agencies holdi&ghhe project or what it expected to spend in total.

between one and two months’ cash needs at any moment in o
time, is not directly relevant to the observation oP’- The change management initiativéNDP 2001),
including $16.5 nilion for the 1998-1999 biennium (see

53. In addition to the a.lb.ove, _the Adwsory Commﬂtg@ara_ 133). Yet the Board further indicates, in paragras40,
recommends that the administration pay particular attention

Paragraphs 108-110 of the Board’s report refer to a
Foject for an executive information management system,
timated at $1.6 million i6997, which was abandoned later

during the year, and another project on an electronic
Scument management system, estimated at $1.7 million,
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that it found that generally, the financial benefits expected ofthe Board that UNICEF review its policy of classifying as
from the change process had not been identified. No detailed expenditure advances to Governments has so far not been
or aggregate quantification of benefits was included in the implemented, even though it was fully supported by the
change project submissions, the framework document or the Committee and endorsed by the General Assembly in its
implementation plan. On the basis of the comments made by resolution 51/225 of 3 April 1997.

the Board, the Advisory Committee concludes that contrﬁé_ In paragraph 15 of its report, the Board indicates that

@ administration intends to propose a change to the UNICEF
ﬁgncial regulations and rules on the matter. The Advisory
Committee will provide further comments when the

58. In that connection, the Advisory Committee administration submits proposals to it. In the meantime, the
recommends that a special investigation be carried out on the Committee would caution that the present procedure followed
appropriateness of the payments made to contractors for the by UNICEF is contrary to its own financial regulations and
tasks referred to in paragraphs 91-117 and 146-149 ofthe rules. Furthermore, the procedure inflates programme
Board’s report. The Committee further recommends that the expenditure, giving an inaccurate picture of programme
results of the investigation be submitted by the Administrator  delivery. For example, in paragraph 15 of its report, the Board
to the Executive Board, through the Advisory Committee, in  points out that the programme expenditure3s6.41,

the context of the budget estimates for the bienniumilliamin the financial statement for the bienniut®96-1997
2000-2001. included cash assistance of some $100li6m

management for a number of the information systems and
change management programme was weak and may have;
to more payments than were warranted.

59. The Committee recommends, starting with the next 63. The Advisory Committee is of the opinion that, before
biennial budget, that the Administration provide, preferably UNICEF proposes a change in its financial regulations and
in tabular form, the full costs for each project with a time-  rules on this subject, it should learn from the experience of
frame for completion. Information should also be provided other funds and programmes. For example, in the recent
on the number and cost of all contracts — including all staff discussion of the Committee on the Board’s report on
costs irrespective of the source of funding — for systems, voluntary funds administered by the United Nations High
identification of needs and system design, developmentand Commissioner for Refugees, with representatives of the High
implementation. Commissioner, the Committee was informed that the Office
of the High Commissioner faced a similar situation arising out
) ) ) of recommendations of the Board on the treatment of
United Nation’s Children’s Fund advances to implementing partners. The Committee was
informed that the Office was considering the introduction of
60. Asregards cash assistance to Governments, a totatlofinges that would meet the concerns of the Board.
$111.7 million remained unliquidated at 3Bemben 997
compared with $120.7 ition at 31 Decemberl995, as
indicated in paragraph 14 of the report of the Board
Auditors on UNICEF for the biennium 1996-1997. Th
Advisory Committee ecalls its observation in paragraph 8
of its previous report (A/51/533) that among measures to
taken by the administration would be to provide assistan€8. With respect to accountity, in paragraph$8-62 of
to Governments to enhance their capacity to comply with tfé report the Board comments on cost overruns in
financial reporting and audit guidelines of UNICEF. Th&onstruction project costs; although the approved estimate
Committee notes with regret that not only has progress Was $2.5 million, $7.2 million was invoiced HyNDP. The
liquidating cash assistance been marginal, but the Board Hlyisory Committee agrees with the Board that the reasons
found that even |iquidati0n documents have not a|Ways m@iyen bythe administration for the increase are unacceptable
the required standards (para. 16 of the report of the Board(@fra. 60). The Committee equally finds unacceptable the
Auditors). In its response (A/53/335/Add.1, sect. D, para. 2)efusal to implement a recommendation of the Board
no specific mention is made of strengthening governmetRara. 61) that could have provided greater capacity to
capacity in that regard. monitor the project.

61. The treatment of cash advances as expenditurebfs The management of consultants is commented on by the
commented upon in paragraphs 13 and 15 of the report. TB@ard in paragraphs 71-75 of its report andalves a test
Advisory Committee regrets to note that the recommendatiample of 234 special service agreements for consultants and

64. The United Nations accounting standards and
afccounting for contributions in kind is commented on in
aragraphs 23-30 of the report of the Board. The comments
f the Advisory Committee are in paragraphs 17 and 18
ggove.
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experts. The Advisory Committee notes with serious concern observations regarding the Bsceuotability, made in

the Board'’s findingsinter alia, about the non-compliance paragraph 29 of its previous report (B&R)/ and the

with the requirement for competitive bidding and in some content of General Assembly resolution 48/218 A of 23
cases not even giving reasons for the waiver of competitiveecehbefl 993, in which the Assembly called for personal
bidding, lack of effective internal control, poor management accountability of staff in the performance of their duties.
and non-observance of approved financial limits. Moreover, the Committee has also indicated that where staff

67. The Advisory Committee recalls its comments in itg1embers continue to ignore the principle of separation of
sponsibility in procurement actions, disciplinary action

i t (A/51/533, para. 12 i | and para. 9
previous report ( para n generas anc para &%ould be taken against them. The Committee is not fully

concerning UNICEF). The Committee further notes the actioh - ) - o ) )
listed in document A/53/335/Add. 1, section D, paragraph 1gatlsfled with the administration’s reply, as summarized in the
’ ’ If)'ét sentence of paragraph 7 (b) of the report of the Board of

regarding the recommendation of the Board in paragraph . . i g .
of its report. Those actions do not address the question'%Lfd'tors or with the actions proposed by the administration
(see A/53/335/Add.1, sect. I).

accountability of practices reported by the Board.

68. Accordingly, the Advisory Committee recommends thglz' E Acco_rdwgly, the Advisory ion:zmmee. rec;mmdengs tha:]
the matters referred to in the Board'’s report (paras. 52— xecutive Director report to the Executive Board, throug

and 71-75) be reviewed by the Executive Director dpe Advisory Committee, on the personnel actions taken, first,

UNICEF. The Executive Director is requested to report to tH8 znsure cgmphance W';h thﬁ rgcomrrenda:}mnsd of the anrd
Executive Board through the Committee, in the context of ti! ,Zfecon ,todensuret att Elrregmas rﬁ erlrjbto Inthe g
2000-2001 hdget proposals, on the results of actions she h§§2d’s reportdo notrecur. That report should be presente

taken to address the findings of the Board. The Executilf the context of the submission of the 2000-20atiget

Director is also requested to report on what action she hatimates.

taken to ensure that those responsible are accountable for the 73. The Advisory Committee notes with concern that the
practices revealed in the Board’s report. Board has once again qualified its opinion on the UNFPA

69. As regards cases of fraud and presumptive fraud ﬁj.[éancial statements as a result of the lack of receipt of audit

Advisory Committee notes that out of 157 reported cases(fﬁrtiﬁcates fr(cj)m_ Glovernments and_ no?-governmental
the current audit cycle, 54 are in UNICEF. This compare(:"sxecu“_ng and 1mp ementing agencies for programme
with 7 in the United Nations. 39 in UNDP. 2 in UNEPA 3expendltures totalling$83.1 nillion. The Committee

in UNRWA. 2 in UNDCP. 4 reiating to Unitéd Nations Jo’imwelcomes the action taken in consultation with the Board to
Staff Pension Fund beneficiaries, 5 in the United Natior?sd_dress this prc_)b_lt_am. The Comf_“'“ee unde_rstand_s that
Office for Project Services and 41 in peacekeepir@”_mary respon3|blllty has been sh_lfted to the fleld_offlces,
operations. The Committee notes that for the period endi rg'Ch are now required to establish annual audit plans,

31 Decembell 995, 66 cases were reported in UNICEF, including the timing of the receipt of audit reports and a
' review of their quality. The Committee recommends that

70.  That notwithstanding, the Advisory Committee recallgnFPA headquarters carefully monitor the implementation
its comments in paragraph 90 of its previous repogfthe new strategy.

(A/51/533) on some of the fraud reported in the audit for the . . , :
period ending 31 Decemb@®95. The Comiittee strongly 74. The Board addresses the disclosure in the financial

supports the recommendations of the Board that headquarfgifiements of voluntary contributions in kind in paragraphs
strengthen its monitoring of the operation of internal contr(}l6 and 17 of its report. The Board recommends that UNFPA

systems in field offices through prompt and effectiVé;omplywith United Nations accounting standards by showing

investigation of indications of mismanagement (para. 1o1y€ valut_a Of those conFnbutlons in the financial stat(_ament_s.
UNFPA indicates that it has drafted the necessary financial

regulation and rule required to comply with the accounting
United Nations Population Fund standards (A/53/335/Add.1, sect. I). The Advisory Committee
was informed by the Audit Operations Committee, however,

71. Paragraph 7 of the report of the Board of Auditors dhat this was one of the accounting standards causing a
the accounts of UNFPA for the bienniuh®96—1997 makes Number of difficulties for various organizations in the United

reference to previous recommendations that had not be&ations system (see paras. 17 and 18 above). The Committee,
implemented by the UNFPA administration. In thaherefore, is of the view that the application of this standard
connection the Advisory Committee reiterates thahould be reviewed by the Administrative Committee on

Coordination and, in the meantime, there is no need for

10
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UNFPA to promulgate new regulations or rules; the value of 78. In paragraphs 34-51 of the report of the Board of
the contribution in kind referred to by the Board, in paragraph  Auditors on UNEP for the biennium 199621997, the Board,
16 of its report, could be shown in a note to the financial pursuantto a request by the Advisory Committee, commented
statements, as proposed by the Board. and made recommendations on the Mercure satellite

75. Serious irregularities concerning the management%cfmmun'Cat'Ons system and on the management of trust

trust funds are reported in paragraph 18 of the report. Tﬁawds.

Committee requests that effective measures be taken bythe 79. The Advisory Committee fully shares the views of the
administration to prevent recurrence of those instances of Board concerning the Mercure communications system. The
mismanagement. Board has confirmed the Committee’s doubts and concerns

76. Paragraph 25 of the report of the Board of Auditor?(press,eOI previously 3bOUt the .pr.o-cedu-re foIIowgd in
indicates outstanding travel advances amounting to $178,088P°VINg the system, its compatibility with the Umted
for staff and $146.400 for consultants. at 31 Decentgg7 Nations network, its maintenance cost, the cost-effectiveness
— an increase of 50 and 60 per cent respectively over tﬂE the system a.nd its future viability (see
previous biennium. The Advisory Committee considers ééNEP/_GCSS'V/INF/Q’F‘ UNEP/GC.19/L.1, annex, parﬁs.
unacceptable the comments made by the administration in%é,_z,l’ and A/52/7, ¢ ap. Il, part 1V, para. IV'SZ?' In the
response (A/53/335/Add.1, sect. 1), and sees no need f3HN'°oN of the Committee, the provisions of flnaQC|aI
discussions or issuance of a new circular. The Committé%gm""t'_on|7'2I were nlot fully cr?mplled with. T?ehCommnte.e
believes instead that the Board’s recommendation, contairfggParticularly trpub ed by the comments of t € BPard n
in paragraph 26 of its report, should be implemente%aragraph 37 ofits report and by the fact that, as indicated in

immediately and that, in accordance with UNFPA reguIationgf"r""gr""ph 39, UNEP has so far not benefite_d from the prqject
recovery should automatically be made for thos®@anis that even two years after the expected completion of the project.

have not been settled within two weeks after travel. The 80. In the opinion of the Advisory Committee, the
Committee also recommends that the Executive Director experience with this system so far indicates what can go
report to the Executive Board, through the Committee, on  wrong when programme magagegeiisting procedures

action taken in this regard in the context of the submission of and become too eager to start projects financed by voluntary
budget estimates for the biennium 2000-200dder the funds before all related issues, including future operational
heading “Travel expenditure” (travel on official business and costs, have been considered. Indeed, the Audit Operations
consultants). Committee informed the Committee that the viability of the

77 Cash advances to Governments and to noﬁgstem woqld be seﬂouslyin doubt unless it was integrated

into the United Nations network. The Committee notes the
sponse of the administration, in paragraph 41 of the Board’s
gort, that work on such integration was under way.

governmental organizations is analysed by the Board
paragraphs 28-36 of its report. The level of outstandir
advances and advances in excess of the required thf
months’ expenditure is evidence of poor cash management 81. The Advisory Committee therefore considers it
and expenditure monitoring. The Board has made specific important for the United Nations Secretariat and UNEP to
recommendations, in paragraph 36, to address those implementthe recommendation of the Board in paragraph 42
problems. The Advisory Committee does not consider as as a matter of priority. In that connection, the Committee
adequate the follow-up action by the administration as notes the comments of the UNEP administration that the
summarized in document A/53/335/Add.1, section I. For Mercure system can be considered fully operational only from
example, the mere mention that the UNFPA Finance Manual 21 April 1998, when agreement on the use of the system at
has strict requirements regarding conditions for controlling the Gigiri headquarters was reached with the host
and paying advances is not in itself a follow-up action. The Government. However, the other comments in the submission
Board’s observations raise doubt about the extent to which by UNEP do not support this statement. The system cannot
these “strict requirements” are being strictly enforced. The be described as fully operational when there are a number of
Committee is therefore of the view that the Board's actions awaiting completion. The UNEP administration states
recommendations should be fully implemented. that a preliminary cost-benefit analysis will be completed by
26 October 1998, and a more comprehensive review will be
] ] ] possible by April 1999 for submission to the Governing
United Nations Environment Programme  council of UNEP.

11
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82. The Advisory Committee considers the above timetable
as a piecemeal approach to the implementation of the
recommendation of the Board. Secondly, henceforth, the
management of the system should avoid the mistakes that have
been made in the past. The Committee recommends that the support its programme operations, taking advantage of the
United Nations Secretariat be fully involved and take the lead experience of other United Nations agencies.

in implementing the recommendations of the Board and thé% The Advisory Committee is also of the view that, in
X‘e rezlljlts _Of ft_?te frevuv;w be.subrr]nlttedh tﬁ tge Ge,nermitiating collaboration with the United Nations Office at
Tf]seg] yat |t_s ! y'dOSLtIE;eSS'Olgt rougd_t Ie homm'tteGNairobi and UNEP for joint sales policies (A/53/335/Add.1,
ne ecreta_mat an would accordingly have ampé%ct. J), the administration has not responded in an adequate
time to review the system in all its aspects, includin anner to the recommendation made by the Board in
repprting on the extent of its integration into the Unite%aragraph 49 of its report. What the Board recommends is
Nations network. that steps be taken to generate information about the actual
83. The Advisory Committee welcomes the Board’s ogurction costs and other expenses in order to control costs

priority to addressing those deficiencies by implementing the
recommendations referred to in par8gratdhef the
Board's report. In particular, thet@emecommends that

the Centre consider using appropriate computer software to

findings and recommendations on the management of trust
funds. The Committee notes that the administration does not
agree with the Board’s recommendation in paragraph 51 of

and to help in the pricing of publications. The Committee is
of the opinion that this recommendaiidd be
implemented in full.

its report. The Committee is of the view that the Board’s
recommendation should be implemented unless the
administration can prove that the inclusion of outputs in the
project management report sheet would duplicate similar
outputs for the same project as reported in the tools specified
in the UNEP Manual on Design, Approval and Evaluation
(namely, project progress reports, terminal reports and sedfy
evaluation fact sheet).

Voluntary funds administered by the
United Nations High Commissioner for
Refugees

On the subject of biennial auditing, the Advisory
Committee notes the comments of the Board in paragraph 18
of its report on voluntary funds administered by UNHCR for
19971 and regrets the delay in the consultations between the
Board and the Office of the United Nations High
Commissioner for Refugees (UNHCR). The Committee
discussed the question with the Audit Operations Committee
84. The Advisory Committee finds unacceptable the reasofgd also with representatives of the High Commissioner. The
provided by the administration of the Foundation, summarizesbmmittee raised a number of questions on the observations
in paragraph 52 of the report of the Board of Auditors on th@ade by the UNHCR administration as contained in
Foundation for the bienniuh996-1997, in connection with paragraphs 30—33 of document A/53/335/Add.1, section G.
the non-submission of a public relations contract worthhe Committee was not persuaded by the arguments put
$65,000 to the local Committee on Contracts for Habitat Horward by the administration. The Committee sees no reason
The Committee believes that this matter should be furthghy a biennial certification of the financial statements would
investigated. Moreover, the exceptional circumstance of less value to donors (see A/335/Add.1, sect. G, para.
leading to the approval of the contract without the requiregb), since that procedure is followed for the other major funds
submission to a local committee established for that specifiggd programmes to which the same donors make voluntary
purpose must be explained. contributions. Furthermore, a biennial audit would give the

85. The Committee welcomes the improvement made withffice more time to implement recommendations of the
regard to the recruitment and management of consultaf@ard. The procedure should also facilitate the timely
noted by the Board in paragraph 43 of its report. Howevetubmission of more audit certificates by implementing
no improvement has taken place to remove deficiencigartners, thus addressing some of the concerns of the Board
identified by the Board, since its 1990-1991 audit, on tHf Auditors (see para. 96 below).

important issue of project management. Those deficiencigg. Accordingly, the Advisory Committee recommends that
are a potential for loss and waste of the scarce resourceg)pfHCR operations be audited biennially. The Committee
the United Nations Centre for Human Settlements (Habitafurther recommends that, like the United Nations, UNHCR
The Committee recommends that the administration giygovide interim unaudited financial statements every six

United Nations Habitat and Human
Settlements Foundation
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months. The Committee also recommends that UNHCR and  voluntary funds of UNHCR. Therefore, the Committee
the Board discuss the modalities for planning for biennial recommends that the Board’'s recommendation be fully
audit. Should this recommendation be accepted by the implemented.

General Assembly, the next audited flnanC|aI. sta.ltem-ergé_ The Committee discussed the question of the timing of
WOUlc.i be submlttgd to the Gene.ral A.ssemb.ly atits f'ﬁy'f!ﬁQhe submission of audit certificates with the Audit Operations
session to coincide with the biennial audits of the UmtegOmrnittee and with representatives of the High
Nations and those of other funds and programmes. Commissioner. The Committee commends UNHCR for action

89. With regard to income recognition, the Advisory takenso far on this important subject, as briefly recorded in
Committee exchanged views with members of the Audit paragraph 20 of the Board's report. The Committee
Operations Committee and representatives of the Higimderstands that, for example, faron-governmental
Commissioner on the observations and recommendations organizations acting as implementing partners, a six-month
made by the Board in paragraphs 12-16 of its report. The time period is allowed for the submission of the certificates;
Committee also reviewed the comments of UNHCR in for government implementing partners a three-month time-
document A/53/335/Add.1, section G, paragraphs 1-4, and frame is observed. Thét€enmmderstands that extensive

notes that the High Commissioner is seeking guidance from discussion has taken place between UNHCR and
the Advisory Committee and the Executive Committee. The representatives of the Board and that it has been suggested
Advisory Committee had informed the Executive Coittee that, for example, for non-governmental organizations, a

that the Advisory Committee would report to the General three-month time-frame be applied.

Assembly and that its recommendations would be availatggf_ Contrary to the statement of the administration in

to the Executive Committee, taking into account anydeCiSioBﬁragraph 35 of document A/53/335/Add. 1, section G, the

that may be taken by the General Assembly. Advisory Committee does not consider it unreasonable, for

90. Inthe opinion of the Advisory Committee, the current arange of operational reasons, to request that implementing
classification of UNHCR programmes into general and partner audit certificates be submitted in time for the Board
special categories has led the Board to make the observation of Auditors to be able to review them at the time that it carries
in paragraph 14 of its report. The Committee shares the outthe audit of UNHCR for a given year. The Committee also
reservations of the High Commissioner regarding the does not share the view of the administration that given the
applicability of article 35 of the United Nations accounting auditors’ right to access implementing partner accounts, the
standards to the current UNHCR special programmes. The audit certification of UNHCR should not be made contingent
Committee is of the view that income recognition for those onthe number of audit certificates available at the time of the
special programmes should be onearcrual basis. However, audit exercise.

article 35 should continue to apply to UNHCR trust fundsgs_
that is, income is recognized wheaceived and commitment
of funds should be based on income received.

It is the opinion of the Advisory Committee that it is
incumbent on all audited administrations to provide the Board

of Auditors with the information it deems appropriate for it

91. Initsrecentreporton the revised UNHCR budget for torender an opinion on the financial statements. With respect
1998 and iitial estimates forl 999, the Advisory Comittee to the reference to the Board's right to access the accounts of
made detailed recommendations on the reclassification of the implementing partners, the Committee wishes to recall its
UNHCR programmes. If the Executive Committee accepts statementin its previous reporb6@3@5gpara. 120) that it

them, the implementation of the Committee’s is the basicresponsibility of everyimplementing partner to
recommendations will resolve the issue raised by the Board. have its accounts (relating to UNHCR funds) duly audited and
The Committee will recommend that the High Commissioner  to submit auditediatxand audit certificates for scrutiny

avoid classifying UNHCR programmes as special and by UNHCR and the Board.

general. Theret:/vn.l be asyfstemhqflfnr.llLllzl and supple(rjnent@ré(_ The Advisory Committee considers the certification
programmes, the income for which will be recognized on a[ﬂocess to be an important element in the accountability of

accrual basis. implementing partners. It is concerned by the finding of the

92. Inparagraph 15 of its report, the Board considers that Board in paragraph 19 of its report. According to the Board,
contributions in kind should be recognized as income only asat 31 March 1998, dhetsradvanced to implementing

when received. There are no specific comments on this inthe partners (other than United Nations agencies) in the years
comments of UNHCR. The Committee notes that th£995, 1996 and 1997 were $472.Mlan, $491.5 nillion
observation of the Board is in line with the financial rules for and $370.4 million respectively. Audit certificates had been
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received as at 31 Marct998 only for $225.1 rillion (47.6 2 Ibid., vol. ll, chap. I.
per cent) for 1995, $23.1ittion (4.7 per cent) forl996 and 3 |bid., vol. IV, chap. II.
none for1997. Under the circumstances, the Coithee 4 Ibid., Supplement No. 5A/53/5/Add.1), chap. II.

recommends that the Board and UNHCR hold further
consultations in the light of the recommendations made by the
Committee on biennial audits (see para. 87 above).

5 Ibid., Supplement No. 5BA/53/5/Add.2), chap. II.
5 |bid., Supplement No. 5GA/53/5/Add.7), chap. II.
7 Ibid., Supplement No. 5(A/53/5/Add.3), chap. Il.

8 |bid., Supplement No. 5fA/53/5/Add.6), chap. II.
United Nations Institute for Training and ® Ibid., Supplement No. 5KA/53/5/Add.8), chap. II.
Research 10 |bid., Supplement No. §IA/53/5/Add.9), chap. Il.
1 |bid., Supplement No. 50A/53/5/Add.10), chap. II.
97. The Advisory Committee recalls its recommendation 1 i ia Records of the General Assembly, Fifty-second
on biennial auditing as endorsed by the General Assemblyin  session, Supplement No(&/52/5), vol. II, chap. II.
its resolution 52/212 of 22 Decemb&997. The (.Zomnmte.e . B Official Records of the General Assembly, Fifty-third
notes that UNITAR has not commented on this question in  gession, Supplement No. &53/5/Add.5), chap. I.
its response to the Board’s recommendations. The Committee 1, Ibid., Supplement No. 5PA/53/5/Add.4), chap. II.
further recommends that, as is done in other biennially audited
administrations, UNITAR produce a set of unaudited interim
financial statements at the end of the first year. In the United
Nations, these are produced every six months. Owing to the
small size of its operation, the Committee does not
recommend that UNITAR produce unaudited interim financial
statements every six months.

5 |bid., Supplement No. GA/53/9), chap. IlI.

16 Official Records of the General Assembly, Fifty-second
Session, Supplement No(A/52/5), vol. Il, chap. I.

98. The Advisory Committee expresses its concern over the
proposal to promote General Service staff to the Professional
category without competitive examination, which is called for
by the General Assembly. In its comment, the UNITAR
administration indicated that it agreed with the
recommendation of the Board that the matter be clarified by
the Office of Legal Affairs. The Committee fully shares the
view of the Board of Auditors as set out in paragraph 33 of
its report on UNITAR for 1997* Furthermore, the
Committee is of the view that this proposal, if implemented,
would set a bad precedent and would weaken the
implementation of the decisions of the General Assembly on
the matter.

Other United Nations entities

99. The Advisory Committee has no special comments to
make with regard to the audits of UNU, UNRWA, UNDCP
or the United Nations Office for Project Services, nor on the
management review of the secretariat of the International
Civil Service Commission (A/52/811).

Notes

! Official Records of the General Assembly, Fifty-third
Session, Supplement No(A/53/5), vol. |, chap. Il.
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