
-,' "

UNITED ..····NATIONS

..

~..~·ft.·.~•••.•.••..••.·.•......... ,. \ ..•.•...
\.·1~ ... 111
~~ ..

Volume I

and

UNITED NATIONS

GENERAL, ASSEMBLY

OFFICIAL RECORDS: THIRTY - THIRD SESSION

SUPPLEMENT No. 5 (A/33/5)

,

FINANCIAL REPORT AND ACCOUNTS

for the biennium 1976-1977 ended

31 December 1977

REPORT OF THE BOARD OF AUDITORS





UNITED NATIONS

FINANCIAL REPORT AND ACCOUNTS

for the biennium 1976-1977 ended

31 December 1977

and

REPORT OF THE BOARD OF AUDITORS

Volume I

GENERAL ASSEMBLY

OFFICIAL RECORDS: THIRTY - THIRD SESSION

SUPPLEMENT No. 5 (A/33/5)

UNITED NATIONS

New York, 1978



_L.

NOTE
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with figures. Mention of such a symbol indicates a reference to a United Nationsdocument.

The schedules of individUal trust funds will be issued as volume II; the
financial report and accounts for the biennium 1976-1977 ended 31 December 1975
and 'the report of 'the Board of Auditors regarding the International Trade Centre
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31 March 1978

Pursuant to financial regulation 11.4, I have the honour to submit the
al1counts of the United Nations for the biennium 1976-1977 ended 31 December 1977,
which I hereby approve. The financial statements have been prepared and
certified as correct by the Controller.

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.

Sir,

I h
Nations a
These 'sta
Auditors.

In a
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Acce
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The Chairman of the Board of Auditors
United Nations
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I have the honour to transmit to you the financial statements of the United
Nations as at 31 December 1977, which were submitted by the Secretary-Generl.'ll.
These statements have been examined and include the audit opinion of the Board of
Auditors.

In addition to the above, I ha.ve the honour. to present the report of the Board
with respect to the United Nations accounts for the biennium. 1916-1977 ended
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Accept J Sir, the assurances of my highest consideration.

(SiP1led) Ahenkora OSEI
Auditor General of Ghana

and
Chairman of the United Nations

Board of Auditors

The President of the General Assembly
of the United Nations

New York, N.Y.
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I. FINANCIAL REPORT FOR THE BIENNIUM 1976-1977 ENDED
31 DECEMBER 1977

1Introduction

l.The Secretary-General has the honour to submit his financial report on theaccounts for the biennium 1976-1977 ended 31 December 1977. The present volume(vol. I) also contains 15 statements supported by 41 schedules and 8 annexes. Inaddition, 78 supporting schedules to the United Nations trust funds are presentedseparately as volume II. These accounts were transmitted to the Board of Auditorson 31 March 1978 in accordance with financial regulation 11.4.

2. As prescribed by financial regulation 2.1, the financial period of theOrganization consists of two consecutive calendar years, the first of which shallbe an even year. The Board of Auditors and the Advisory Committee on Administrativeand Budgetary Questions agreed, with the approval of the General Assembly, at itstV(enty-ninth session, that there was no need for the Board to submit a formal auditreport to the Assembly to cover the first year of a biennium. It was further agreedthat, should the Board's work in auditing transactions which occurred in the firstyear interim accounts reveal situations which should be brought to the attention ofMember States, the Board would report them to the Advisory Committee which, if needbe, would bring them to the attention of the Assembly. 1/

3. For management purposes, quarterly interim financial statements are issued bythe Controller, copies of which are sent to the Board of Auditors and to theAdvisory Committee on Administrative and Budgetary Questions.

4. The General Assembly's most recent consideration of the financial report andaccourrt s of the United Nations was during its thirty-first session, 1or'hen it actedupon the accounts for the biennium 1974-1975.

5. The financial report has been organized so as to reflect the highlig~ts,changes or additions in the accounts. The significant accounting polic~~s areoutlined in volume I, annex I, as notes to the financial statemen~~_.. ~ .,'

6. In order to provide uniformty, all vf the Organization's statements are nowpresented in the report-form type of statement presentation. Also the descriptivecaptions of the Organization's assets and liabilities have been simplified andstandardized. A number of items previously presented separately in the statementshave been consolidated and, where further clarification was considered necessary,the notes to the financial statements provide an analysis of items which arecombined on the balance sheets and income and expenditure statements.

7. The Advisory Committee'on Administrative and Budgetary Questions, inparagraph 7 of. its first report on the proposed programme bUdget for the biennium

1/ Official Records of the General Assembly? Twenty-ninth Session, SupplementNo. 31 (A/9631 and Corr.2), p. 136, item 73, subpara. (h).

-1-
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1.9711-1919') 21 stated that v in itl opinion .. th~rt!t wOoe tJ. neett fur up-bo ·flate
information-'on expenditures in the ourrant biennitnl1,. bY' ob,1ec'lJ of oxpenditure t in
offices a.way from Hea.dquarters and on reoeipts of Gxtrabudgettl.:t'Y' raI':lOtU'O(HI. In
order to provide this information. field of':f'ioos were inetructed to aubmf.b t for
integration in the Headquartera (lata ba8~:1 & monthly brae.k.down of ragulfJ.r bUdgl:rb
expenditures to the loweat level ot expenditure ne wo11 H,e 1.1. aimi1ftr breakdown of
extrabudgete,ry expenditures 'by source 01' funda. trhia information WOoS first
presented in the interim fil'1Qncial statements for the 21··month period ended
30 September 1977.

8. A decimal system for the numbel~ing of sta.tenlents find achedul.es he-a been adopbed
in order to previae greater flexibility and 'ha improve the referencing of' schedules
so that they may be readily' identifiable with the s'ttl,tements to "Which they pertain.

9. The following paragraphs summarize and highlic;ht the significant items "Which
are re:flected in the statements, schedules and annexes. ']hese paragraphs are
intended to provide the reader with clear and concise explanations of 'the items
reflected in the statements in the interest of full disolosure. This financial
report is to be considered as an integral part of the financial statements.

Statement I

United Nations General Fund: budget appropriations 2 expenditures
and unencumbered balances by budget section

10. As showtl in statemen't I ~ the eXllendi'tures charged against the appropriations
for the biennium 1.916-1971 to'talled $1855030~659 which comprised $342,547,083 for
1976 and $415~41.33297 for 1971 as well as unliquidated obligations of $27,070,279 as
a.t 3J. December 1977. The unencumbered balance for the biennium 1976-1977 ended
31 December 1.977 was $4,458,241.. This balance is in respect of the final revised
appropriation of $789,488~900 which comprises the original appropriation of
$745,81.3,800 3/ plus the supplementary sppropriations of $38~1.19,100 4/ and
$5,556,000, 5/ respectively. -

Obligations incurred by major object of expend:!.ture

1.1.. The obligations incurred by major object of expenditure for the biennium
1916-197i as shown in schedu1.e 1..3 and. in annex I, note 6) "are:

2/ Ibid..:t Thirty-second. Session, Supplemen.t Noo 8 (A!32/8 and Corr.1).

31 General. Assemb1.yo resolution 3539 A (XXX) o:f 17 December 1975.

4/General AssembJ..y resolution 31/207 A of' 22 December 1976.

5/ General As:aemb1.Y' resolution 32/202 A of 21 December 1977._.-,.' .. ' ... --' ',,', '," .

-2-
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12. The net loss on Qut'rency exchange a.rnounting to $1,433,288 for the biennium1976-1977 is included in the $3,191,015 miscellaneous expenses appearing inschedule 1.2, section 22, progra.mme 89. This amount is compared with $1,208,703for the biennium 1974-1975.

Statement II

United Nations General Fund: income, obligations incut'red
and surplus a.ccount

13.. The total actual. income for the biennium 1976-1977 shown in statement IIamounted to $791,700,304. The revised estimated general income and income fromrevenue-producing activities, shown in schedule 2.1 in the amount of $17,348,000,includes an increase of $610,500 to the estimated income, other than staffassessment$ of $16,737,500 previously taken into account in the assessment of MemberStates in accordance ~vith financial regulation 5.2 (b) • The amount of $18,948,904for actual income other than staff assessment is analysed in schedule 2.1. Therevenue-producing income of $7,578,575 Which is included in the total income isreported on a basis net of the cost of sales and expenses charged against revenue inschedule 2.2. The excess of' actual income, $791,700,304, over obligations incurred,$785,030,659, amounted to $6,669,645. This amount comprises the unencumberedbalance of the 1976-1977 appropriations, $4,458,241, and-the amount of the excessof actual income over the estimated income, $2,211,404.

14. The balance of the surplus account as at 31 December 1977 was $12,353,486.Subsequent to 31 December J.977, in accordance with General Assembly resolution32/213 C of' 21 December 1977 (paras. 1 (b) and 1 (c», $834,651 was distributed fromthe surplus account to f'5.nance the appropriations for the year 1978. The $834,65l_. -consisted of $610,500 of' revised income other than staff assessment and $224,151in respect of contributions of new Member States for 1976-1977.

StatementIII

United Nations GeneraJ. Fund: statement of assets? liabilities
and unencumbered fund balance

1.5. statement TII preViOUSly comprised the United Nations GeneraJ.. Fund, CapitalAssets Fund, Working Capital Fund and special accounts. The statement format hasbeen revised from the account form to the report form and separate statements havebeen prepared for each fund.

16. The total United Nations General Fund assets increased from $133 million as at3J.December 1915 to $1.65.9 million as at 31 December 1977. This increase is mainlyattributed to the rise in the unpaid assessed contributions and cash baJ.ances. TheOrganization's 1.iabilities increased from $122.8.million as at 31 December 1915 to$149.6 million as at 31 December 1977. This increment is primarily accounted forin the borroTrlngsfrom the Special Account and the T.9.xEqualization Fund. Thesurplus available £01' credit to Member States and the unencumbered balance increasedby $3.4 million and $2.1 million respectively. An analysis of the major items. - . -
. ... . . .appearing in this statement has been provided in annex I ~ notes to the financialstatements.
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17. As at 31 December 1977, the status of unpaid contributions to the regularbudget for the biennium. 1976-1977 and prior years was as follows:

1,703 1976 1975 1974/19~3

(United States dollars)

Total

75,114,9681,695,1642,168,684

323,260,007 267,867,336 1,287,314,828

65,647,220 5,603,900

Assessed in
respect of
appropriations
for year,
supplementary
appropriations
for prior years
and contribu
tions of new
Member states 397,588,829 369,829,776 325,448,691 269,562,500 1,362,429,796

Le~:

Credits and
cash payments
received

t'n:paid balance
at 31 December
1977

f Member
48,904
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I
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,000 ~

36.
m
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~4,651

t15l

18. As reported in annex III, some Member States have indicated that they do notintend to participate in the financing of certain regular budget items.Notwithstanding these announcements, United Nations financial regulation 5.6 providesthat "payments made by a Member State shall be credited first to the Working CapitalFund and then to the contributions due, in the order in which the Member wasassessed" . After application of this regulation there are no amounts outstandingfor years prior to 1973 recorded in the Organization's accounts.. -
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19. The Secretary-General has been empowered by General Assembly resolutions3062 (XXVIII) of 9 November 1973 and 31/95 B of 14 December 1976 to accept a portionof the contributions of Member States for the calendar years 1976 and 1977 incurrencies other than United States dollars. Accordingly, taki-ng into considerationactual United Nations requirements in various currencies, the following payments forthe biennium1976-l977 were accepted from Member States which avai1ed themselvesof this alternative:
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unit~d Nations Capital Assets Fund

Statement IV

!2ll Wi
(United States dollar equivalent)

Total

eFA francs
Canadian dollars
Guyanese dollars
Egyptian pounds
Dominioan pesos
Ethiopian birrs
Indian rupees
Kenyan shillings
Czechoslovak korunas
Pakistani rupees
Peruvian soles
United Kingdom pounds

sterling
USSR roubles

21. As ref~ected in sta;!:;ement IV!t the total vaJ.ue of the ca.pital assets increased
from$~Ol,906,974 as at 3~ December 1975 to $172,970,604 as at 31 December ~977
ass. result of the capitalization of the ma.jor maintenance and the extension to the
Palais des Nations at Geneva, the construction of hea,dquarters buildings of the
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regional commissions at Addis Ababa and Bangkok and the Documents Research Centreat Santiago. It should be noted that the balance of the loan from the Government,ot Switzerland, $19,677,419, and the unliquidated obligation - extension to thePalais des Nations at Geneva, $54,866 - are shown :for the first time on the CapitalAssets Fund statement due to the capitalization of the extension to the Palais.Heretorore the loan balance and the unliquidated obligations were reflected in theliabilities of the construction-in-progress fund statement.

Statement V '

United Nations construction-in-progress fund

22. This statement reflects the construction in progress at the various locations.The net cost of the major maintenance and the extension to the Palais at Geneva,the regional headquarters at Addis Ababa and Bangkok and the Documents ResearchCentre at Santiago was transferred to the Capital Assets Fund during the biennium1976-1977. Remaining projects will be capitalized upon completion and the ac~ountsclosed as soon thereafter as practical.

Statement VI

United Nations Working Capital Fund

23. In accordance with General Assembly resolution 3541 (XXX) of 17 December 1975,paragraph 1, the Working Capital Fund was esta.blished in the amount 9f $40 millionfor the biennium 1976-1977. The details of the credits established for each MemberState are given in schedule 6.2.

Statement VII

United Nations Special Account

24. Under the terms of General Assembly resolution 3049 A (XXVII) of19 December 1972, the Secretary-General was requested to establish a special accountinto which voluntary contributions might be paid and used for the purpose ofclearing up the past financial difficulties of the United Nations and especiallyfor resolving the short-term deficit of the Organization, and to merge into thisaccount the United Nations Special Account which the Secretary-General hadestablished in 1965 for the receipt of contributions made pursuant to resolution2053 A (XX) of 15 December 1965. The income as at 31 December 1977 amounted to$52.1 million, of which $11.3 million had been contributed by Member States inresponse to resolution 3049 A (XXVII) and $26.3 million in respon~e to resolution2053 A (XX); $0.1 million had been received from pUblic contributions and othersources of income and $14.4 million represented interest earned on deposits. Outof this total of $52.1 million, $3.9 million was appropriated by General Assemblyresolution 2115 (XX) of 21 December 1965 for the operation of the United NationsEmergency Force (UNEF) (1956), leaving a balance of $48.2 million. Accordingly,as at 31 December 1977 the Special Account shows total assets of $48.2 million, of'which $0.1 million has been pledged but not received and $3.6 million representsadvances made to UNEF (1956) and to the United Nations Operation in the Congo(ONUC). Furthermore, an amount of $10 million out of the contributions received in
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statement VIII

28. The ass
during the b
to Member St
the outstan
The unencumb

32. In resol
approp.riated
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s
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undischarged
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29. On 25 0
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30 November 1

31. As reque
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Secretary-Gen
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inclusive, of
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purposes as w
authorization

109,971,480

19,,074 2592

129,046,072

35,931,462

8 2116 2562

44,Q48,024

173,094,096

United States dollar.s
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Total application of bond proceeds

(a) To finance the non-assessment period
(1 July 1.962 to 30 June 1963):

ONUG

UNEF (1956)

Total

(b) Advances for the years 1964 through 1970:

ONUe

UNEF (1956)

TotaJ..

response to resolution 3049 A (XXVII) repres~nts a oont~ibution made b.Y one Member
State with a. view to inducing other Member St~ta8 to make voluntary coatribUtiOM ot
sufficient amounts to arrive at a. total solution at the t:i.nancfal proble1lllJ at the
Organization. The voluntary contributions to the United Nations Special. Aecoun~ &re
presented in schedule 7.1.

United Nations Special Account for the sale or United
N~tions bonds

25. On 20 December 1961~ the General Assembly adopted resolU'bion 1739 (xvr) und.er
the t~rms of which~ inter alia, it recognized that extra.ordinary financial. meuures
"ivere required in order to allow the United Nations to <Uscl:ta.rge its: responsi.bUities
and to implelUent its programmes approved by the Assembly and decided: (a.) to
authorize the Secretary-General to issue United Nations bonds, limited to the
equivalent of $200 million, in accordance with certain terms and conditions set
forth in the annex to the resolution; Cb) to further authoriz:~ the Secretary
General, subject to such decisions as the Assembly might la.ter adopt, to utilize
the proceeds from tAle sale of such bonds for purposes normally related to the
Iforking Capital Fund; and (c) to inc1udt; in the reg'.ll&r budget of the Organization
8..l'lUu.ally, beginning with the budget for the financial year 1963, an amount
SUfficient to p~y the interest charges on such bonds and the instel.ments of'
principal due on the bonds. Th~: bonds sold under that resolution and under
resolution 1989 (XVIII) of 17 December 1963!J which extended to 31 December 1964 the
period up to which the bonds could be sold, amounted to $169,905,678. Interest
earned on investments from inception to 31 December 1965, amounting to $3,l88,41.8,
increased the funds available to $173,094,096.

26. At it s si:l!:ceenth and seventeenth sessdons , the General. Assembly authorized
certain expenditures for ONUC (resolutions' 1732' (XVI) of 20 December 1961 and
1865 (XVII) of 20 December 1962) and for UNEF (1956) (resolutions l733 (XVI) of'
20 December 1961 and 1864 (XVII) of 20 December 1962) in respect of the period from
1 JUly 1962 to 30· June 1963, but made no assessments on Member States in respect
of these authorizations. As at 31 December 1977, amounts had been disbursed, from
the bond acccunb as follows:
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Statement IX

Special Account of the United Nations Emergency Force (1956)

27. The United Nations Emergency Force (1956) was esta.blished by General Assembly
resolution 1000 (ES-I) of 5 November 1956 in order to secure and supervise the
cessation of hostilities in accordance with all the terms of Assembly resolution
997 (ES-I) of 2 November 1956. The Special Account established by Assembly
resolution 1122 (XI) of 26 November 1956 has been maintained through
31 December 1971 as the liabilities incurred on account of the Force still remain
undischarged as a result of the non-payment by certain Member States of the
contributions assessed on them.

28. The assets of the Special Account as at 31 December 1975 remained unchanged
during the biennium 1976-1977 ended 31 December 1977. However, the accounts payable
to Member States were reduced by $521,744 resulting from the currency conversion of
the outstanding claims at the exchange rates applicable as at 31 December 1977.
The unencumbered fund balance was adjusted accordingly.

Statement X

United Nations Emergency Force (1973) and United Nations
Disenp;agement Observer Force

29. On 25 October 1973, the Security Council adopted resolution 340 (1973), which
established the United Nations Emergency Force (1973). The Force was or,iginally
established for a period of six months, but has been extended on the baSis of
subsequent resolutions. The most recent is resolution 416 (1977) of 21 October 1977
by which the mandate of UNEF was renewed until 24 October 1978.

30. On 31 May 1974, the Security Council adopted resolution 350 (1974) which
estab1ished the United Nations Disengagement Observer Force (UNDOF). The Force was
original1y established for a period of six months, but has been extended on the
basis of SUbsequent resolutions. The most recent is resolution 420 (1917) of
30 November 1977 by which the mandate of UNDOF was re~ewed until 31 May 1978.

31. As requested by the General Assemb1y in resolution 3101 (XXVIII) of
11 December 1973, a special account for UNEF (1973) was established by the
Secretary-General. In resolution 3211 B (XXIX) of 29 November- 1974, the Assembly
requested the Secretary-General to continue to maintain a special account for the
UNEF/UNDOF Force. A breakdown of that account by main category of expenditure is
given in schedules 10.2, 10.3 and 10.4. This presentation, which has been
maintained on the basis of the special financial year of' 25 October to 24 October
inclusive, offers both a zeaeonabke and meaningful base of information. The
special. financial year has, accordingly, been adopted for accounting statement
purposes as well. This coincides with the periods for which appropriations and
authorizations were me1.e by,the General. Assembly.

32. In resolution 3374 B (XXX) of 28 November 1975, the General Assembly
approp~iated $94,215,000 for the operation of UNEF for the period from
25 October 1975 to 24 October 1976. In resolution 3374 C (XXX) of 2 December 1975,
the Assembly appropriated $9,331,818 for the operation of UNDOF for the period from
25 October 1975 to 31 May 197(''(ld, in resolution 31/5 D of 22 December 1976,
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appropriated $6.152.182 for th~ operation of UNDOF for the period from 1 June 1976
to 24 October 1976. Therefore, the a.ppropriations for the o:r;:.-eration of UNEF/UNDOF
for the period from 25 October 1975 to 24 October 1976 inclusive totalled
$109.759,000.

33. In resolution 31/5 C 03; ~~ December 1976; the Assembly appropriated
$76,276,000 for the operation of UNEF (1973) for the period ±~om 25 October 1976 to
24 October 1977. In resolution 31/5 D of 22 December 1976, the Assembly appropriated
$9~824~086 for the oper,:;.t:ton of UNooF for the period from 25 October 1976 to
31 May 1977.

34. In resolutiqn 32/4 C of 2 December 1977, the Assembly appropriated $6,490,912
for the operation of UNDeF for the period from 1 June to 24 October 1977 inclusive.
Therefore, the appropriations for the opera.tion of UNEF/UNOOF for the period from
25 October 1976 to 24 October 1977 inelusive totalled $92,590,998.

35. In resolution 32/4 B of 2 December 1977" the Assembly a.ppropriated
$76,321,000 ~or the operation of UNEF (1973) for the period from 25 October 1977 to
24 OCtober 1978 inclusive. In resolution 32/4 C of 2 December 1917, the Assembly
appropriated $11,611,871 for the operation of UNDOF for the period from
25 October 1977 to 31 M~ 1918 inclusive, and authorized the Secretary-General to
enter into conanitments for UNOOF at a rate not to exceed $1,607,000 per month for
the period from 1 June to 24 October 1978 inclusive~ should the Security Council
decide to continue the Force beyond the period of six months authorized under its
resolution 420 (1977) of 30 November 1977.

36. The financing of the appropriations, totalling $87,932,871 for UNEF (1973) for
the period from 25 October 1977 to 24 October 1978 and UNooF for the period from
25 October 1977 to 31 M~ 1978~ consisted of $84,233,444 assessed against Member
States, $5,235 miscellaneous income resulting from contributions of' new Member
States and $3,694,192 representing the estimated balance as at 24 October 1916 of
the surplus account. The $87,805,284 unencumbered tund baJ.ance availa.ble shown on
the statement of assets and liabilities as at 31 December 1977 includes the
$10,U2,219 unencumbered balance of the appropriation 'for the period 1 January to
24 October 1978. .:

37. It should be noted that as at 31 March 1978, $55,550,640 of the $132,049,669
of assessed contributions unpaid as at 31 December 1977 has been collected.
Between 1 January 1978 and 31 March 1978, additional payments totalling $12,143,901
have been made to troop-contributing Governments for troop costs and depreciation
of contingent-owned equipment and supplies. These material events which occurred
after 31 December 1971 are reported in the interest of full disclosure.

statement XI

Ad Hoc Account for the United Nations Opera.tion in the Congo

38. The United Nations Operation in the Congo was authorized by Security Council
resolution 143 (1960) of 14 July 1960 and it remained in existence through
30 June 1964. General Assembly resolution 1583 (XV) of 20 December 1960
established an ad hoc account for the expenses of owe outside the regular budget of
the United Nations. This account has been maintained through 31 December 1977, since
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" 6/ Official Records of the Security Council? Nineteenth Year, Supplement for
January, February and March 1964, document 8/5634, annex I.

Technical co-operation activities executed by the United Nations,
the United Nations Industrial Development Organization, ~he

United Nations Conference on Trade and Development and the United
Nations regional commissions

Statement XIII

39. On 4 March 1964, the Security Council adopted resolution 186 (1964) .
recommending the creation, witil the consent of the Government of Cyprus, of a United
Nations Peace-keeping Force in Cyprus (UNFICYP). The Force was established on
27 March 1964, originally for a period of three months, but was extended on the
basis of subsequent resolutions~ the latest of which, Security Council resolution
422 (1977) adopted on 15 December 1977, extended the Force' until 15 June 1978.
The voluntary contributions made to the United Nations and the expenditures from
these contributions are shown in schedules 12.1 and 12.2 respectively.

liabilities incurred on behalf of the Force still remain undischarged as a result
of the non-payment by certain Member States of the contributions assessed on them.
The assets and liabilities have remained basically the same since the previous
biennium wIth minor changes resulting from currency conversions of the outstanding
claims at the rate of exchange applicable as at 31 December 1977.

United Nations Peace-keeping Force in Cyprus

Statement XII

40. 'In addition to these recorded amounts, on the basis of reports to the
Secretary-General from Governments providing contingents, the cumulative extra and
extraordinary costs which these Governments have absorbed or vdll absorb total an
estimated $83.4 million for the period 27 March 1964 to 15 December 1977. This
estimate does not include the costs absorbed by the Government of Cyprus in giving
effect to par-agraph 19 of the Status of Force Agreement. 6/ It also does not
include the cost of the airlift provided without charge by the Governments of Italy,
the United Kingdom of Great Britain and Norther.n Ireland and the United States of
America at the beginning of the operation of the Force.

41. Statement XIII is a combined status of funds statement for the technical
co-operation programmes (regular budget, trust funds, the United Nations Fund for
Population Activities (UNFPA), the United Nations Development Programme (UNDP) and
Government cash counterpart contributions) of the United rlations, the United
Nations Industrial. Development Organization (UNIDO), the United Nations Conference
on Trade and Development (UNCTAD) and the regional commissions. Following the
designation of the regional commissions as executing agencies, effective
1 January 1977, the format of technical co-operation activities~ statement XIII and
the supporting schedules, was revised and 12 new schedules introduced.
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42. Statement XIII showl .. ~Qe:tvabl. tor the exoess ot expenditure over :f'undo
provided in the amount or $16.9 million. Thil is a retleotion of the fact that in
accord.ance with tJNDP policy unliquid&"Gftd obligations are accrued and included. as
part ot exp&nditure~ Funds required to liquidate these obligations are requested
from UNDP/UNFPA only' as paymsnts beoome due"

43. The funds allocated by UNDP for the biennium 1976...1977 as shown in
schedules 13.1. 13.2 and 13.3 of' statement XIII are ma.de up as folloW's:

United
Nation! UNItO UNCTAjp

(millions of' United States dollars)

Indicative planning figures and cost
sharing

Programme :reserve

Special measures tor least developed
countries

Special Industrial Services

Government cash counterpart contributions

Programme support costs

Total

116.0

2.1

1.4

0.1

16.9

136.5

47.2
(6.;)

0.7
9.2
0.8

10.1

61.5---

11.9

0.1

1.1

2.8

15.~

44. The decrease in expenditure for UNDP projects executed by the United N~ltions

from $70.2 million in 1976 to $58.9 million in 1971 as shown in schedule 13.8 is a
reflection of the transfer of executing agency status to the regional commissions
as well as a continuation of the impact of the earlier UNOP financial crisis.

Funds received and expended

45~ The income amounting to $320.9 million received from various sources of funds
and expenditures amounting to $325Q2 million for the biennium 1976-1977 shown in
statement XIII are as follows:

,,-
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46. The income received by the United Nations, UNIDO, UNCTAD and the United Na.tions I··
regional commissions from the various sources of' funds and the expenditures thereof' ::
mentioned in paragraph 45 above are as follows: ..~

f
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,St't~m.n'tt XIY

Yni1>e!lNt,\tio!ls tru,t bulds.

47. statement XIV l Ul'1.ited Nations trust tundll&. is A Qondolid~ttid f:ltatement of'
assets ~ liabilities and unenQum'bered. fund balanoam. :lnootn& Md tix:PtandittiIlS aEl at
31 December 1977 of the various trust fundl9.

48. The increase in the number ot trust funds made it n~o~sl~ry to present them
sepal'ately as volume II, Schedules of Individual TrUl!t Fund130 Annex I to volume XI
provides the authority under whioh each trust fund has b~an est~blished and a sho~t

description of its goals and objectives.

49. The 'total trust tund income and exptt:nditure for the b:i.ann:tum 1976...19'1"7
amounted to $98.8 million and $159.3 million reapectivel;y. The trust fund income
for 1976-1971 ws supplemented from the appropris.tta unenoumbered balanoea Drought
forward amounting to $91.5 million as at 1 January 1976. The inoom.e reoei'lled and
expended by activity for 1916-1977 is as follows:
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Statement XV

Special accounts for programme support costs

50. Thi.. statement was introduced in order to consolidate the total income received.
and expenditure incurred for the various programme support costs. This information
was included in the accounts for the biennium 1974-1975 in the statement for United
Nations trust funds and other special accounts. The total income for the biennium
1976-1977 was $39,237,521 and the expenditure was $38,728~598, which resulted in a
gross excess of income over expenditure of $508,923 for the continuing operations.
This amount was reduced by $18,496 for an adjustment for the prior period.
Further, in accordance with the all-inclusive income statement presentation (the
"clean surplus" theory), the establishment of the reserves for termination -
entitlements and indemnities~ compensation claims and other unforeseen liabilities
amounting to $2,331,374 were treated as material extraordinary transactions and are
classified separately. The net excess of expenditures over income of $1,840,947 for
the biennium reduced the surplus fund balance of $7~876,665 as at 1 January 1976 to
$6,035,718 as-at 31 December 1977.

52
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54
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Write-off of cash, receivables and inventories

Write-offs, property losses_and ex-gratia payments

De

1976 _ 1977. Total--,-
(United States dollars)

250;000 250,000 55
·45;381' 8,9.15 54,296 as
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13,129 11,107 24,236

333 - 333 56

31,374
re

22,568 8,806 an
2,370 27,636 30,066 Ad
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5,769 . 9,233 15,002 re

- 8,881 8,881 an
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1,335 1,335
- ,

89,550 325,913 415,463
No
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Total

United'Nations Special 'Account

, Generai FUnd

Technical co-operation

Trust funds

Special accounts for pI~~ramme sup.:gortcosts

United Nations Postal Administration'

$aJ.e of pUblications

Radio and visual services

Catering services

51. In accordance with financial rulellO .14, the Assistant Secretary-General
(Controller), Office of Financial Services, or where require'd, the Secretary-General,
after full investigation, approved the write-ofts on a case-by-case basis of
balances in amounts ranging from $1.00 to $250,000 for a total of $415,463. In each
individual case ,it was determined, in the light of the fBctsknown at the time,
that: (a)' the responsibility for the loss _could not be fixed and attached to ,any
official of the United Nations; (b) every effort hadibeen tnadeto collect the amount;
and (c) further collection efforts would be fruitless. The write-off in the
biennium 1976-1971 consisted of:
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52. A sum. of $9,053 was recovered after 31 December' 1977 from an .amourrt previously
written off for the year 1976. This amount; will be credited in 1978 to the
appropriate account (see para. 65 beloW').

Property losses at Headquarters

53. A t~tal of property losses' at Headquarters amounting to $70,517 was written off
during the period by the Controller in accordance with financial rule 110.15. This
brought the balance of the property shown by the records into conformity with the
actual quantities. These amounts were reported to ,the Board of Auditors in
accordance with the provisions of financial rule 111.13 (b).

~l9~

Details of these items have been provided to the Board of Auditors.

3,138

3,940

8,.078

United States dollars

Total

Hospital expenses for the late Secretary
General

Hospital expenses for' a representative to
the sixth session of the Third United
Nations Conference on the Law of the Sea

Award by the Administrative Tribunal to a
a consultant

Ex-gratia payments

54. Three ex-gratia payments totalling $8,078 were made in accordance with
financial regulation 10.3 during the biennium 1~76-1977:

Action taken on observations and recommendations made by the
Board of Auditors in its report to the ,General Assembly on

. the United Nations e.ccounts for the biennium. 1974-1975,
55. ':('nis sectdon of the United Nations financial report sets forth the action taken
as a result of the comments contained in the report of the Board of Auditors for
th~ biennium 1974-1975 ended 31 December 1975. 7/

7/ Official Records of the General Assembly, Thirty-first Session, Supplement
No~ 7-(A/31/7)', chap. IV.

56~ The Administration prepared an informal report on these observations and
recommendations, which was made available in September 1976 to the Board of Auditors
and to the Advisory Committee ori Administrative and Budgetary Questions •.
Additionally; the Advisory Committee's comments on the a1,ldit observations for the
biennium. 1974-1975 were contained in its report to the General Assembly. This
report and the report of the Board of Auditors (A/31/140) on the financial report
and·,accounts ·ofthe United Nations were discussed at the 26th meeting of the .Fifth
Committee held on 9 November 1976 (A/C.5/3l/SR.26). It should also be noted that,

ara'l,
ry-General ,
:>1'

In each
~ime,

to .~ny

bhe amount;
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B and are
~0,947 for
'{ 1976 to

415,463

Total

llars)

250,000

54,296

24,236

333

31,374

30,006

15,002

8,881

1,335
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in accordance with a new policy adopted by the Board of AUditors, th~ Rudit
observations resulting from its findings during the conduct of its a\~dit of the
United Nations for the biennium 1976-1911 will also reflect the response given to
these obser~"l'ati(\ns by the Administration. Furthermore, under the terms of General
Assembly resolution 32/16 of 11 November 1911, the Board of Auditors :18.8 been
requested to include in all future audit reports to the Assembly a chapter drawing
attention to· any failures by the organizations concerned to take the necessary
measures to rectify inadequate financial management practices already commented 6Il'~

by the Board of Auditors to the extent that the comments have been endorsed by the
Assembly. Consequently, the Board of Auditors in its current audit report on the
accounts for the biennium 1916~1911 will make mention of its previous
recommendations which, in its opinion, remain unimplemented.

51. The purpose of the following paragraphs is to update the status of the
implementation of the observations and recommendations made by the Board of
Auditors. The recommendations made by the Board of Auditors follow~ng its review
of the financial statements for the biennium 1974-1915 were taken note of and have
been implemented~ except as noted below where the recommendation requires further
action on the part of the Administration or the recommendation needs further
explanation. The paragraph references are those used in the auditors ~ report.

Cash management (para. 19)

58. The auditors stated that cash balances of $4. 3 million were found to 'be i.n
excess of average monthly needs in 1915, and thus the Organization could have
earned substantial interest had the money been more fully invested. The
$4.3 million cash balances referred to by' the auditors represented average imprest
bank account balances and 1o."ere not balances in excess of requirements and because of
this were not availab:I.e for investment. These amounts were considered necessary to
provide operating cash to a number of offices away from Headquarters including the
regic;>nal commiaadons , In this regard, it shoukd be noted that financial rule ros. 7
provides that cash balances may be maintained at a level not to exceed 2 1/2 times
the average monthly expenditures' for the office. The $4.3 mllion average balances
were in fact within the' maximum levels permitted in accordance with the financial
rule. The Advisory committee on Administrative and Budgetary Questions in its
report on the subject (A/3l!14o), acknowledged its understanding that the
$4.3 million in question represented: cash balances in the imprest bank accounts in
field offices and that these baJ.ances ·aFe not available for investment since they
are kept in accounts which, of practicaJ: necessity, are controlled by the field
ori'ices. The Administration's efforts are directed at keeping imprest cash balances
as low as possible. Accordingly, the Organization has taken steps to reduce the
imprest levels of the commissions by remitting funds as and when actually required
by the regional commissions. In some instances the commissions request cash
remittances more than once a month therefore permitting the bank balance to be kept
at a lower level. Additionally, the Organization established for its Headquarters
bank accounts a nzerobalance" arrangement with the bank. Under this arrangement
it is not required to keep large balances in operating _bank. accounts. Deposits are
made to the account only when the cheques are presented to the 'bank for payment.
Furthermore, the Organization has attempted to speed up the replenishment .of
imprest accounts for its offices away from Headquarters through the adoption of a
"central bank replenishment system". At present this replenishment system, whi.ch
enables the field office to replenish its own imprest account within prescribed
limitations, is in effect on a pilot project ba:sis for five technical co-operati.on
projects.
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Internal controls (para. 20)

59. The Board of Auditors observed some internal control weaknesses in thecomputerized general ledger accounts system and suggested that immediate correctiveaction, was warranted. In this regard the Office of Financial Services, workingtogether with the Electronic Data Processing and Information Systems Service, hastaken steps to improve the computer security and the control over access to .financial data files. Substantial progress has also been made in the preparation ofsystems documentation files.

Report on 'ITust Funds of the United Nations by the Joint Inspection Unit (para. 24)

60. The Board of Auditors considered that the proposed study by the ConsultativeCommittee on Administrative Questions requested by the Board of Auditors is overdueand suggested that the work on the study be undertaken as a matter of priority. Inthis regard, the Consultative Committee has recently presented definitions for trustfunds and special accounts. The Consultative Committee also reviewed and agreed onthe rates of overhead to be charged to trust funds. A draft revision of theSecretary-General's bulletin (ST!SGB!146) governing the operation and administrationof trust funds, which is designed to clarify trust fund policies, is in the courseof preparation by the Office of Financial Services. It is intended to issue adetailed administrative instruction during 1978.

Fund for the Committee on the Elimination of Racial Discrimination (paras. 34-36)

61. The Board of Auditors observed that the operating expenses for .the Committee onthe Elimination of Racial Discrimination exceeded the income for the last threeconsecutive years and suggested that corrective action was needed to improve thecash position of this fund and to eliminate the annual operation deficit. Withrespect to the annual deficit in this fund, it should be noted that the budget ofthe Committee is made up of advance assessments based on an estimate of theexpenditures for the current financial year. For the past three years, the netassessment was determined by subtracting the surplus remaining from the precedingyear from the gross estimated expenditure. Thus the decline in the surplus balanceof the fund is according to the adopted assessment policy which, in effect,dis·tributes the surplUS back to the contributing State Party.

United Nations Staff Mutual Insurance Society Against Sickness. and Accident(paras. 45-46)

62. The Board of Auditors noted that reserves for this fund had increased to over$1.1 million and recommended that consideration be given to requesting the Societyto again accept the responsibility for the cost of two full-time staff members, thecost of which are absorbed by the Geneva office. Foilowing the Board of Auditors'recommendation, new arrangements were made with the Executive Committee of theSociety which fu~her extended the financing of the Society's administrativeexpenses to other participating organizations thus reducing the share of the UnitedNations from 44.9 to 38.4 per cent. These arrangements will be further reviewed inthe context of the programme budget for the next biennium.
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Internal Audit Service (;p~;:~• ..2:1:)

63. The Board of Auditors noted that the increase of one Professional staff' member
in the Geneva Section of the Internal Audit Service over the past two years had not
been s\\fficient to keep up with the increased workload. In light of the Board' El
observation, the staffing of the Internal Audit Service, both at Headquarters and
Geneva a ,~s reviewed. The need to strengthen the Internal Audit Servioe is
recotnizedalthough this need cannot necessarily be achieved through the mere
addition of' posts. Strengthening of the Service must also be achieved through
upgrading of the professional skills of staff, careful and forward-looking
recruitment policies and the provision of the roaans to obtain speoialized advice and
assistance on a short-term basis. Efforts are continuing along these lines to
improve the over-all efficiency of the Internal Audit Service.

Q."{erhe~ccounts (para. 26)

64. The Board of Auditors referred to the study of overhead costs undertaken by the
United Nations ends. number of' specialized agencies in 1973 which -disclosed that
overhead costs were in excess of the 14 per cent received for the execution of the

"projects. The Board of Auditors recommended that this shortfall in the overhead
recovel'Y must be made up from the United Nations regular budget. The question of
overhead recoverY' has long been of concern to the United Nations end to the
s~ecialized agencies. However, as stated in paragraph 10 of the Advisory Committee
report {A!31/140)s in response to the Boa.rd of Auditors' recommendation, "over the
years it has become clear that actual overheads 1'01' technical assistance opera.tions
are higher than reimbursements obtained; the difference has been charged to the
regular budge't of the organization carrying out the operation11• The Advisory
Comm:i:ttee continued that in its opinion lithe level of reimbursement for overhead is
a matter for policy decision bY' the legislative bodies concerned". The General
AssemblY' and the Governing Council of UNDP have been pursuing the matter.

Fraud (para. 63)

65. The Board of' Auditors, in accordance with paragraph 6 of the annex to the
Financial Regulatione of' the United Nations, reported one case of fraud which had
come to its attention during the biennium. 1974-1975. The Board noted that of the
$41,,02l. def'alcation the Organization had recovered $6,133 from the sale of the
ofi""'i.cer's personal. automobile. SUbsequent to the issuance of the audit repor-t , the
Organization recovered an additional $J.2,3~0 and the remaining balance of $22,568
was submitted to the Secretary-General who approved the write-off in accordance
"!ith the provisions of' final1cial rule 110.14 (a). The write-off was approved on the
basis of' "the investigation 'Which was conducted by the Internal Audit Service and the
ex;pecta:tions of'recovery at the time. Following receipt of the General Release and
the negotiated settlement between the {Jnited Nations and the former staff member, an
additional. :recovery in the amount of $9,053 was obtained from the proceeds of the
sale C)f' tbepf'ficer J s personal effects. This amount was credited to the account
which had been cnarged with the write-off.

Advances ::for trust :fund expenditures (UNIDO) (para. 67)

66.. ibe auditors noted that UNIDO had advanced a total of $285,950 out of balances
beN in other trust funds in order tc, finance deficits in 23 industrial development
~jects. The Board recommended that where such advances had been made these should
be reviewed and action taken to collect cont~ibutions in the arrears. Considerable
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progress has been made in settling advances in respect of trust fund expenditureswhich were outstanding at 31 December 1975. Of the 23 accounts outstanding at thetime, all but 9 had been settled through cash collections. The nine remainingunsettled accounts totalled only $45,686 and continuing efforts are being made torecove;r these amounts. How'ever~ there were new deficits for UNIDO during thebiennium 1976-1977 and this balance of advances to trust funds amounted to$189~647 as at 31 December 1977. (See note 17 of the notes to the financialstatements, annex I.)

Computer system (ECLA) (para. 73)

67. The Board of' Auditors commented that, although there had been some progress inthe computerization of' the accounting system of the Economic Commission for LatinAmerica (ECLA), it appeared that little effort had been made to improve the payrollsystem. Following thi,s observation, some steps ioTere taken in an attempt to improvethe ECLA payroll system. Consultants were engaged to review and design a payrollsystem for use in ECLA. Although this has been accomplished, the review of' the'f'indings of' the consultants indicated a number of potential difficulties with theimplementation and maintenance of the proposed system. Consequently, it wasdecided that the best alternative available to ECLA was to adopt the Headquarterspayroll system. Based on the experience gained through the implementation of theHeadquarters payroll system f'or the United Nations Office at Geneva, efforts willbe made) with the assistance of' the Headquarters staff, to facilitate the adoptionof' the Headquarters payroll system to meet the needs of ECLA. It is hoped that thiscan be accomplished during the current biennium.
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II. AUDIT OPINION

lITe have examined the following append.ed financial statements, numbered I to x:v J

properly identified» and the relevant schedules and annexes of the United Nations
for the biennium 1976-1977 ended 31 December 1977. Our examination included a
general review of the accounting procedures and such tests of the accounting records
and other supporting evidence as we considered necessary in the circumstances. As
a result ot' our examination, we are of the opinion that the fina.ncial statements
prol')erly' refl.ect the recorded financial transa.ctions 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 1977, SUbject
to the observations contained in paragraphs 57 and 58 of our report.

(Signed) Ahenkora OBEl
Auditor General of Ghana

(~igned) J. J. MACDONELL
Auditor General of Canada

(SiRl1ed) A. MiillTINEZ ZULETA
Controller General of Colombia

23 June 1978
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.. 494 848
1 761 591

10 696 869

3 937 960

133 015 467

60 735 005
6 517 000

20 .uS 809
14 346 7S1

3 667 157
116 378 621

24 398 762
6 62'9 626

20 567 017
39 627 247
15 844 368
14 181 60e

1 572 440
122 821 068

16 6:!6 846
133 015 467

tdill jiWllilll.L .. anTe

3S 494 906

3 937 960

7 895 245
4 458 241.

75 114 968
5 556 000

17020,027
12 302 241

3 102 789
149 290 931

22 506 161
14 074 558
27 070 279

, 39 529 017
23 534 673
20 61790.7
2 303.736

149 636 331. ,

165 927 777

16 636 846
165 927 777

, UU'mD IlATIOHS GINEML I'UND
STATEMBNT OF ASSB'1'S ,LIQILITIIS AND UNENCUMBERED JIUHD MLUCE

AS AT 31 OBeBMBEa 1977 AND 1975
(EXPRESSEDIH UHl'1'ED STATES DrJLLARS)

-62-

I. StateMnt of a.set., liabiUt:ie.
APd unencYmbere4 fund balance

aa.et.
casb
Aa.es.ed contributions unPaid

(Schedule 3.1)
Unas8essed appropriations
Accounts receivable
Due from other Un i ted Ha tions ,fUllld.
,Def.rred charge. '

~tal current a3••t.
Special account for assessed COfttri

buti~ns unpaid pursuant to General
Assellbly resolution 3049 C (XXVIX)

-rota! assets

Llabilities'aneS unencumbereeS funeS \balance
Liabilit:i.. ,

Accounts payable r- '"

Due t:o Tax EquaUu tion runeS (Sc~edule3. 2)
Unliquidated ObHgations '(State~nt I)
Due to Working cepital'Pund
Due to Special Account
Due to other United lIations fund.
~ferrecS ineo.· '

'fOtal curren.t U,abili~ies :
UnencUJllbered funeS,balance

, UDappropr iat:ecf budg,et surplus bold in
auspense pursuant, to.,.~neral Assellbly
resolution 29478' (XXVJI) ,

Surplus available for cred'it··,to lleaber
States '

Unencumbered· belance(State.nt I)
~tal liabilities·and uneMlIIbered

func! belanc.

CBRTIPIBD CORRBCT

(Siped) Helmut DBBATIII
Assi.tantSecret.ry~neral (Oofttrol1er)

Of(ice of Pil)anel.l S,rvlces
30 Marob )'78 ,,' .' .

.~~__-------__" __i__....~__ 1,J
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STATBMBN'l' IV

UNI'l'BD RATI(BS CAPITAL ASSB'1'S l"tlND~
ASSETS AND LIABILITIES AS AT 31 DBCBIBBR 1977 AND 1975

lI'\
tlN

(BXPRBSSBD IN UHI'l'BD ftA'1'!S DOLIUS)
......
r-l..:t
,Q.~::s"" ..II Cl

1977 !ill
et:f.<

'tl:a -llN
;!:;'tl Assets:§~

C;C:; Capital assets:
CD g~ Land and buildings - Original cost 103 557 259 103 557 259In .. ..

~: Major uintenance - Geneva (Stateent V) 6 727 328
In \'\ ('I'l

&,Iow
~

Extension Palais - Geneva
e-

~~.0

~

~~ (statement V) 47 706 306~

&l Regional Headquarters - Addis AbabaE< (statement V) 7 099 206:Q~

1-- ° Regional Headquarters - B&n9kok0\
~ r-l tl
In .... (Statement V) 8 533 849
1\I 1<.-1
\0 ,s.g

Documents Research Centre - Santiago\0
10 ~0
llet: (Stateent V) 996 941

\0 tl'tl
.p II

174 620 889 103 557 259
co.p....
~:§
.g .• Less: Cost of building demolished in 19160 1 650 285 1 650 285Cll\O
:l!lrt1... ~l-;. Total ..sets 172 970 604 101 906 974

0 QO\
rt1

.~~
CD Liabilities0

::l'~0

Current:liabilities:CD ~.>l

CI~ Unliquidated obligations - Extension Palaia -.s::.p ••
Geneva 54 866

to-
'-'to-

•0"l.
Long~term liabilities:ION.p .....

Balance of loan of $65,000,000 fram the:::I •
Cl If) Government of the United States of A1Hricatll
ll~ for the construction of Headquarters.p buildings under agreement dated 11 August.p ..

1948 7 000 000 10 UOC 000
100\
Q~

.... 0\

Balance of loan of 42,700,000 Swiss francs
alr-l
~,..

fran the Government of Switzerland for the'tl~
~'tl construction of extension of th~ conference~&l facilities under agreement dated 30 JanuaryCl ••

CI~ 1969 19 677 J.!!"'~
~N Total long-term liabilities 26 677 419 10 000 000
~~....:- ..
...:1':: Cap!tal assets fUM balance:g'aI

benated funds 20 241 979 18 533 457
"·N

ID'tl Regular budget appropriations 125 996 340 13 373 517
-&9-~....o .•

Total capital assets fund balance 146 238 319 91 906 974
to-

§~ Totall:l.abil:l.t:1eo _4 taD4 b&1_~. 172 970 604 101 906 !!Z!m~

CERTIFlED CORRECT~.;

ti '5
~a (Signed)

- .
Helmut DEBATINe<

Mliltant Secre!iarY-General (Controller)'-'
° Office of Pi_noial Sem.ce.30 March 1978

f' -69-

.-
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STATEMENT VI

UNITED NATIONS WORKING CAPITAL FUND
ASSETS AND PRINCIPAL OF FUND AS AT 31 DECEMBER 1977 AND 1975

(EXPRESSED IN UNITED STATES DOLLARS)

1977- 1975-
Assets:

Current assets:
Assessed contributions unpaid
Advances to finance miscellaneous self-liquidating

purchases and activities (Schedule 6.1)

Total current assets

Due from United Nations General Fund

Total assets

Principal of tup4 (Schedule 6.2)

Total of fund

104 OGO

366 983 372 '153

470 983 372 753

39 529 017 39 627 247

40 000 000 40 000 000

40 000 000 40 000 000

40 000 000 40 000 000

CERTIFIED CO~

(Signed) Helmut DEBATIN·
Assistant Secretary-General (Controller)

Office" of Financial Services

30 March 1978
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SCHEDULE 6 02

UNITED NATIONS WORKING CAPITAL FUND
ADVANCES FROM' MEMBER STATES AS AT 31 DECEMBER 1977

(EXPRESSED IN UNITED STATES OOLLARS)

Credit in Adjustment
connexion of advances to

Total with transfer Working Capital Fund BalanceMember States advances of surplus and collections due
Afghanistan 8 000 648 7 352Albania 8 000 431 7 569Algeria 40 000 40 000Argentina 332 000 11 979 320 021Australia 608 000 19 317 588 683Austria 252 000 4 640 247 360Bahamas 8 000 8 000Bahrain 8 000 8 000Bangladesh 16 000 16 000Barbados 8 000 8 000Belgium 428 000 14 029 413 971Benin 8 000 8 000Bhutan 8 000 8 000Bolivia 8 000 431 7 569Botswana 8 000 8 000Brazil 416 000 ],1 007 404 993Bulgaria, 52 000 1 727 50 273Burma 8 000 863 7 137Burundi 8 000 8 000Byelorussian Soviet

Socialist Republic 160 000 5 073 154 927Canada 1 184 000 33 561 1 150 439Cape Verde 8 000 8 000Central African Empire 8 000 8 000Chad 8 000 8 000Chile 36 000 2 914 33 086China 2 200 000 2 200 000 .Colanbia 44 000 3 346 40 654Canoros 8 000 8 000Congo 8 000 8 000Costa Rica 8 000 431 7 569Cuba 52 000 2 698 41 302 8 000Cyprus 8 000 8 000Czechoslovakia 348 000 9 388 338 612Democratic Rampuchea 8 000 .- 431 7 569Democratic Yemen- - 8- 000 8 000Denmark 252 000 6 475 245 525Dominican Republic 8 000 540 7 460Ecuador 8 000 648 7 352Egypt, 32 000 2 878 29 122El Salvador 8 000 540 7 460Equatorial Guinea 8 000 8 000
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SCBBOOLB 6.2 (OONTlNUBD)
El 6.2

Credit in Adjustment
ccmnexioD of adva.nc~s to

Total with transfer Working Capital Fund Ba1alnce
Member states advances _of surplus and collectioDB .....!!!L
Ethiopia 8 000 648 7 352
Fiji 8 COO 8 000
Finland 164000 3 885 160 115
France 2 264 000 69 066 2194 934
Gabon 8 000 8 000
Gambia 8 000 8 000
German Democratic

Republic 540 000 S4J) OOQ
Germany, Federal

Republic of 3 096 000 3 096 000
Ghana 8 000 756 7 244
Greece 156 000 2 482 153 518
Grenada 8 000 e 000
Guatemala 8 000 540 7 460
Guinea 8 000 8 000
Guinea-Bissau 8 000 8 000
Guyana 8 000 8 000
Haiti 8 000 431 7 569
Honduras 8 000 431 7 569
Hungary 136 000 4 533 131 467
Iceland 8 000 431 7 569
India 280 000 26 547 253 453
Indonesia 56 000 5 073 50 927
Iran 172 000 2 26·7 169 733
Iraq 40 000 971 39 029
Ireland 60 000 1 727 58 273
Israel -96 000 1 511 94 489
Italy 1 320 000 24 281 1 295 719
Ivory Coast 8 000 8 000
Jamaica 8 000 8 000
Japan 3 464 OClO 23 634 3 440 366
Jordan 8 OGO 431 7 569
Kenya 8 000 8 000
Kuwait 64 000 64 000
Lao People's Democratic

RepUblic e 000 431 7 569
Lebanon 12 000 540 11 460
Lesotho 8 000 8 000
Liberia 8 000 431 7 569"
Libyan. Arab Jamahiriya 68 000 431 67 569
Luxembourg 16 000 648 15 352
Madagascar 8 000 8 000
Malawi 8 000 8 000
Malaysia 36 000 1 835 26 165 8 000
Ma1dives 8 000 8 000
Mali 8 000 .... 8 000
Malta 8 000 8 000

-14-
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LE 6.2 (OONTlNOBD)
SCHEDULE 6.2 (CONTINUED)

Credit in Adjustment,0
connexfon of advances toFund Balllnce

Total with transfer Working Capital Fund Balance!!!L dlle Member states advances of surPlus and collections due--
Mauritania 8 000 8 000 -Mauritius 8 000 8 000Mexico 312 000 7 662 304 338Mongolia 8 000 8 000Morocco 20 000 1 511 18 489Mozambique 8 000 8 000Nepal 8 000 431 7 569Netherlands 552 000 10 900 541 100New Zealand 112 000 4 533 107 467Nicaragua 8 000 431 7 569Niger 8 OOG 8 000Nigeria S2 000 40 000 12 000e 000 Norway 172 000 5 288 166 712Oman 8 000 8 000Pakistan 24 000 4 317 19 683Panama e 000 431 7 569Papua New Guinea 8 000 8 000Paraguay 8 000 431 7 569Peru 24 000 1 187 22 813Philippines 40 000 4 640 35 360Poland 560 000 14 784 545 216portugal 80 000 2 158 77 842Qatar 8 000 8 000Romania 104 000 3 669 100 331Rwanda 8 000 8 000Sao Tome and principe 8 000 8 000Saudi Arabia 96 000 648 95 352Senegal 8 000 8 000Sierra Leone 8 000 8 000Singapore 32 000 16 0.00 16 000Sanalia 8 000 8 000South Africa 160 000 6 044 153 956Spain 612 000 la 036 601 964Sri Lanka 8 000 1 079 ~ 921Sudan 8 000 648 ., 352Surinam 8 000 8 000Swaziland 8 000 8 000Sweden 480 000 15 000 465 000Syrian Arab Republic 8 000 576 7 424Thailand 40 000 1 727 38 273Togo

~ 8 000 8 000Trinidad and Tobago 8 000 8 000Tunisia 8 000 540 7 4608 000 TUrkey 120 000 6 367 109 633 4 000·Uganda 8 000 8 000Ukrainian Soviet
~Socialist Republic 600 000 19 425 580 575
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In

SCHEDULE 6.2 (CONCLUDED) ,~J
~"I

"

Credit in Adjustment
connexion ot ad'tr&1ces to

To~al with transter Workin~ ~apita~ ~und Balance
Member states advances ot surplus and collections due-
Union of Soviet

Socialist Republics 4 532 000 146 981 4 385 019
United Arab sairates 32 000 8 000 24 000
united Kingdom of 'Great

Britain and Northern
Ireland 1 776 000 83 958 1 692 042

United Republic of
Cameroon 8 000 8 000

united Republic of
Tanzania 8 000 8 000

united States of
America 10 000 000 350 834 9- 649 166

Upper volta 8 000 6 000
Uruguay 16 000 1 296 14 104
venezuela 160 000 5 396 154 604
Yemen 8 000 431 7 569
Yugoslavia 152 000 3 777 148 223
zaire 8 000 8 000' P
Zambia 8 000 8 000

40 000 000 1 025 092 38 870 908 104 000

CE

As

30
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(EXPRESSED IN UNITED STATES DOLLARS)

1911

22 415 952
28 181

310 000
22 814 133

15 844 368

2 234 263

1 380 191
42 213 555

STATEMENT VII

31 563 224 31 563 224

3 911 000 3 911 000
33 652 224 33 652 224

69 168 58 498
28 251 28 257

8 534 576 4 940 351

5 914 156 3 594 225
48 198 381 42 273 555

20 186 351
126 343
120 000

21 032 100

23 534 613

2 234 412

1 396 536
48 198 381

CERTIFIED CORRECT

30 March 1918

UNITED NATIONS SPECIAL ACCOUNT
ASSETS, PRINCIPAL OF FUND AND INCOME

AS AT 31 DECEMBER 1911 AND 1915

-11-

pue fram United Nations General Fund
Advances to the Special Account of the United

Nations Emergency'Force (1956) (Statement IX)
Advances to the Ad Hoc Account for the United

Nations Operation in the Congo (Statement XI)'
Total assets

(Signed) Helmut DEBATIN
Assistant Secretary-General (Controller)

Office of Financial Services

Assets:
Current assets:

Interest-bearing bank deposits (Schedule 1.2)
Accrued interest receivable
Member States' pledges unpaid

Total current assets

Income:
Public contributions
Other income
Interest earned on deposits:

Through 31 December 1915 and 1913
During period 1 January 1916 - 31 December 1971and 1 January 1914 - 31 December 1915

Total principal of fund and income

Principal of fUnd:
Amount received pursuant to General Assembly

resolutions 2053 A (XX) and 3049 A (XXVII)
(Schedule 1.1)

Less: Amount appropriated for the United Nations---- Emergency Force, pursuant to resolution
2115 (XX), sect. II·

Total principal of fund

IDEO)



SCHEDULE 7.1

UNITBD NATIONS SPECIAL ACCOtJN'1'
VOLUNTARY CONTRIBUTIONS AS AT 31 DECEMBER 1977 AND 1975
-' (EXPRESSED IN UNITED STATES DOLIARS)

-18-

y'Represents pledges made in 1965 which are 'still outstanding: Ghana
($2O,OOO) and SUdan <$100,000). .

'El see sect. I ~e, pa:ra. 51.

100 000
2 000 000

5 000
19 000

1975
Total

9 527 943
100 000
100 000

14 000

1977
Total

9 527 943
100 000
100 000
14 000

3 871 769 3 871 769
987 766 987 766
50000 50 000

507 865 507 865

3 9~~ ~~~ 3 9~~ ~~~
50 000 ' 50 000
80 000 80 000

1 499.755 1 499 755 .:',
10 000 10 000

12 500 OOOb/ 12 500 OO~bl
250 000=: 500 00lF" "

8 000 8 000
4 990 4 990
9 000 9 000.>

20,000 20 000
678 136 678 136
250 000 -",
100 OOo!/ 100 OOo!!

,2 000 000 2 000 000
5. 000 5 000

19 000 ,'19 000
1 000 000 1 000 000

250 000

1 000 ODD'

11 250 000 37 563 224 37 563 224

10 000 000

Received
pursuant to
resolution

304~ A (XXVII)

3 871 769.
987 766

50 000
507 865

3 900 000
20 000
50 000
80 000

1499,755
10 000

2 500 000
250 000

8 000
4 990
9 000

20 000
678 136

9 527 943'
100 000
100 000

14 000

Received
pursuant to
resolution
2053 A (XX)

Member States t voluntar,y
contributioIlS:

Canada
Denmark
Egypt
Finland
Prance
Ghana
Greece
Iceland
Italy
Jamaica
Japan
Kuwait
Liberia
Mali
Malta
~igeria

Norway
Saudi Arabia
Sudan
Sweden
Tunisia
Uganda
United Arab Emirates
United Kingdom of Great

Britain a~d Northern
Ireland

Yugoslavia
Zaire
Z~ia

AaOunt received pursuant to
General Assembly resolutions
2053 A (XX) and 3049 A (XXVII)
(S1:at:eaent VII) 26 313 224
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UNITBD NATIONS SPBCIAL ACCOUNT
INTBRBST-BBARING BANK DBPOSITS AS 'AT 31 DBCBMBBR 1977

(EXPRESSED IN UNITED STATES DOLLARS)

ChBica1 Bank, New York
5 per cent savings account

Irving Trust Ccapany, Grand Cayman
5 per cent savings account

Buropean AIIerican Banking Corporation, Grand Caymu
7 ~16 per cent, due 5 January 1978

Pujl Bank, New York
7 ~8 per cent, due 9 January 1978

Bank of Tokyo, New York
5 per cent savings account

Buk of Tokyo, Hew York
7 ~10 per cent, due 15 Pebruary 1978

Bank of Tokyo, Nassau
7 ~4 per cent, due 27 February 1978

Total (Statement VII)

SCHEDULE 7.2

7 138 995

156 766

2 000 000

300 000

90 596

10 000 000

1 100 000

20 786 357
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STATEMENT VIII

SPECIAL ACCOUNT !'OR 'l'BE SALE 01' UNITED NATIONS BONDS
ASSETS AND LIABILITIES AS AT 31 DBCBMBER 1977 AND 1975

(EXPRESSED IN UNITBD STATES OOLLUS)

109 971 480 109 971 .80

ill! !ill

.
3~ 931 462 35 931 462

8 116 562 8 116 562
44 048 024 44 048 024

169 985 678 169 905 678

87 988 859 74 531 862
3 087 866 2 527·527

78.828 953 92 846:289
"

· .

87 988 859 74 531> ~62
3 087 866 2 527·527

' .. -3 188 418 3 188 418
94 265 143 -80 '247' 807

Assets:
Advances to the Ad Hoc Account for the UnitedNations operationin the Congo (Statement XI)
Advances to the Special Account .ofthe United

Nations BIIlergency Force (1956) (Statement IX)
Total assets

Liabilities:
Total bonds sold

Less:
~rtized to 31 December (Schedule 8.1)

Net exchange gain (Schedule 8.1)
United Nations bonds outstar~ing

Fund balance:
Appropriations'
Net exchange gain
Interest earned on investments through 31 December

. 1965, $3,188,418 and no interest thereafter

Less:
---Unassessed authorizations for the period

1 July 1'62 to 30 June 1963:
Ad Hoc Account for the United Nations
-operation in the Congo

Authorized eXPenses 110725 800'
Less: Staff assessment
- income 754 320

special Account of the United
Nations Emergency Force (1956)

Authorized expenses 19 206 880
Less: Staff assessment
- income 132 288 19 074 592

129 -046 072

· .-,
· '

-,

,
19 074- 592

129 046'072
;.,

Excess of liabilities over assets
Total liabilities and fund

balance

CERTIFIED CORRECT

(34 780 929) (48 798'265)

44 048 024 44 048.024

(Signed) Helmut DEBATIN
Assistant S~cretar.1-Gener81 (Controller)

Orfice of Financial Services
30 March 1978
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STATEMENT IX

-84-

614 028

465 138

24 439 657

5 274 570

48 328 611

43 054 041

876 351

54 074

49 259 Cl36

10 415 000
8 116 562
2 234 472

46 284 857

2 452 644
521 535

2 974 179
49 259 036

Unencuraberedfund balance:
Balance available 1 January 1976
Add: Excess of· beane over expenditure
Balance available 31 Decelllberl977

Total liabilities 'and unencumbered funa'balance

(EXPRESSED IN UNITED S'l'A'l'BS DOLLARS)

Bxcess of autboriaed expenditures over assessments and appliedvoluntary contributions:
For second balf 1963 105 048For 1964 771 303

Accounts receivable!!
Total assets

Liabilities:
Accounts payable to Member States
Meabers' credits for staff assessment incame estimated

to be not required to Illeet the cost of incane tax refunds(non-United States of America share)
Special Account for voluntary contributions received in orderto finance unassessed appropriations-balance reverted to thecredit of contributingMelllber States:

For the second half 1963 108 587For 1964. 505 441Assessed on econamicallY'developedcountries in order to meetreserve requirements ~
Due to United'Nations Bond AcCount (Statement VIII)Due to United Nations Special Account (Statement VII)

Total liabilities

t. Statement of aB.ets, liabilitie. and unencumbered fund balanoeA.Beta:
Assessed contributionB unpaid
Specill account for unpaid aBse.eea contributions pursuant toGeneral A8s••blyr.,olution 3049 C (XXVII)

Total assessed contributions unpaid (Schedule 9.1)

SPICIAL ACCOUN'l' or 'l'H! WI'1'BD NATIONS EMERGENCY FORCE (1956)STATUS or PtlND AS AT 31 DECEMBER 1977

. at C!aims1;o1;alling $2,686,635, whichwere lodged by the United Nations against certainGovernaents for losses of supplies and equipmentsu~tain~d by the United Nations EmergencyPorce asar~ult of the June 1967hosUlities,have not beenref1ected in this statement asthey~esubject to adjustaents fOrrE!.asOnable·depreci~ti?nin the value of certain items.
b/For1965,$3,550,OOO pUrsuan1;to Gener81 Assemblyreso1ution ,2115 .(XX), .section II;~or 1966,$3,550,000 purSU8l).tto resolUtion 2115 (XX), section HI; and for 1967, $3,315,000pursuant to resolution·2194 B (XXI).



STATEMENT IX STATEMENT IX (CONCLUDED)

1956
through
1975

Biennium 1976-1977 Total
ended 31 December 31 Deceaber

1977 1977

43 054 041

5 274 570

48 328 611

Il. statement of income and expenditures
Income:

Contributions from Member states
Assessed contributions received
Assessed contributions not receivod

Total

118 046 808
48 328 611

166 375 419

118 046 808
48 328 611

166 375 419

876 351

54 074

49 259 Cl36

Voluntary contributions
Proceeds from sale of United Nations bonds
Advance from United Nations Special Account
Miscellaneous, savings in liquidating

obligations and adjustments
Total

28 086 176
19 206 880

3 911 000

3 545 672

221 125 147

28 086 176
19 206 880
3 911 000

3 545 672

221 125 147

30 March 1978

CERTIFIED CORRECT

1956 through 1975
Disburseaent Unpaid

57 114 659

2 974 179

Total
.31 Decellber

1977

158 099 017
2 937 292

218 150 968

Biennium 1976-1977
ended 31 December

~ 1977

57 114 450 209

21 90.1 932 158 099 017
3 059 469 3 459 036 (521 744)

24 961 401 218 672 503 (521 535)

2 452 644 521 535

(Signed) Helmut DEBATIIi
Assistant Secretar,y-General (Controller)

Office of F~cial Services

~: Expenditure
Personne1>services 57 11~ 450
Equipment and

supplies 136 197 085
Other 399 567
Total expenditure 193 711 102

Excess of income over
expenditure

614 028

465 138

2 452 644
521 535

2 974 179
19 259 036

lnst certain
Imergency
:atement as
.n items.

!ction II;
$3,315,000

24 439 657

10 415 000
a 116 562
2 234 472

46 284 a57

-85-
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Total

1 400 816
3 622 282

6 954 168
5 081 043
4 402 735

3 097 132 7 000 000

320 550 3 849 883

973 417 1 200 000

19 783 1 050 650

417 900 34 144 900

9 131 000

1 269 670
572 337
743 941

153 572
1 031 579

840 697 900 000

10 471 337 97 515 671

1 247 244
2 590 703

5 684 498
4 508 706
3 658 794

-94-

2 502 908 2 501 744 1 164 2 502 908

6 271 721 6 237 729 33 992 6 271 721

349 934 345 038 4 896 349 934
5 054 093 5 004 304 49 789 5 054 093

2 402 992 2 158 079 244 913 2 402 992
2 138 140 1 347 162 790 978 2 138 140

58 406 53 379 5 027 58 406

For the period from 25 October 1975
to' 24 October 1976

Unliquidated
Allotment Disbursement obligations

1 400 816
3 622 282

6 954 168
5 081 043
4 402 735

7 000 000 3 902 868

3 849 883 3 529 333

1 200 000 326 583

1 050 650 1 030 867

34 144 900 33 727 000

9 131 000 9 131 000

900 000 59.303

97 515 671 87 044 334
.',

Total

UNITED NATIONS EMERGENCY FORCE (1973)
AND tmITED NATIONS DISENGAGEMENT OBSERVER FORCE

OBLIGATIONS INCURRED FOR THE PERIOD
FROM 25 OCTOBER 1975 TO 24 OCTOBER 1976

AS AT 31 DECEMBER 1977

LOCAL AREA AND BACI(STOPPING COSTS
united Nations daily allowance

to troops
Salaries and related ~osts of

staff'
Travel and subsistence of

military personnel
Rations
Rental, maintenance ~,d con

struction of premises
Rental of aircraft
Camnunications

FORCE-WIDE EQUIPMENT AND SUPPLIES
purchase of transportation

equipment
Purchase of other equipment
Maintenance and operation of

motor transport-
Supplies and services
Freight, cartage and express
Reimbursement for cost of

depreciation for contingent
owned heavy equipment and
reimbursement for supplies

ROTATI()N·OF C,ONTINGmJTS

D~TBAND DISABILITY AWARDS

WELFARE

PAYMENT FOR TROOP COSTS
pay and allowances for troops
Usage factor for personal

clothing, gear and equipment

C()ST~ OF RELOCATING ONBP'
BEADQt1~TE~ ".

(EXP~SED IN UNITED STATES OOLLARS)

SCHEDULE 10.2

!:~'~
;.:1:

i<1J

I
1'1

........._-------..-_-~_-~-~.--.~,.-i.i



:BEDULE 10.2

SCBBOOL'B 10.3

UNITED NATIONS EMERGENCY PO~ (1973)
AND UNITED NATIONS DISENGAGBMEN'.r OBSERVER PORCH

OBLIGATIONS INCtJRRBD !!'OR 'l'BB PERIOD
FROM 25 OCTOBER 1976 ro 24 OcToBER 1977

AS AT 31 DECEMBER 1977
. 1975 (EXPRESSED IN UNITED STATES DOLLARS)

For the period from 2S OCtober 1976
to 24 OCtober 1971

Total
Unliquidated-

Allotment Disbursement obligations Total

2 502 908 LOCAL AREA AND BACKS'l'OPPING COSTS
united Nations daily allowance

6 271 721 to troops 2 528 502 2 509 851 18 651 2 528 502 .
Salaries and related costs of

349 934 staff 7 619 325 7 393 400 225 925 7 619 325
5 054 093 Travel and subsistence of

military personnel 411 986 408 588 3.398 411 986
2 402 992 Rations 5 041 744 3 764 575 1277·169 5 041 744
2 138 140 Rental, maintenance and con-

58 406 struction of premises 5 323 984 1 715 523 3 60e 461 5 323 984
Rental of aircraft 3 079 941 729 143 2 350 798 3 079 941
Communications 94 592 54 899 39 693 94 592

1 400 816 FORCE-WIDE EQUIPMENT AND SUPPLIES
3 622 282 Purchase of transportation

equipment 1 041 629 314 484 727 345 1 041 829
6 954 168 Purchase of other equipment 2 353 734 610 043 1 743 691 2 353 734
5 081 043 Maintenance and operation of
4 402 735 motor transport 5 521 212 2 905 887 2 615 325 5 521 212

Supplies and services 4 178 151 2 653 632 1 524 519 4 178 151
Freight, cartage and express 1 732 660 872 596 860 064 1 732 660
Reimbursement for cost of

7 000 000 depreciation for contingent-
owned heavy equipment and

3 849 883 reimbursement for supplies 6 600 000 2 453 460 4 146 540 6 .600 000
1 200 000 ROTATION OF 'CONTINGENTS 3 652 685 1 927 338 1 725 34.7 3 652 685

1 050 650 DEATH AND DISABILITY AWARDS 950 000 55 390 894 610 950 000

WELFARE 1 033 240 928 215 105 025 1 033 24Cf·
34 144 900

PAYMENT FOR TROOP COSTS
9 131 000 Pay and allowances for troops 34 232 100 33 505 6GO 726 500 34 232 100

Usage factor for personal
clothing, gear and equipment 4 576 320 1 307 520 3 268 800 4 576 320

900 000
Total 89 972 005 64 110 144 25 861 861 89 972 005

97 515 671

. -95-



Total

3

SCHEDULE 10.4

UNITED NATIONS EMERGENCY FORCE (1973)
AND UNITED NATIONS DISENGAGEMENT OBSERVER FORCE

OBLIGATIONS INCURRED FOR THE PERIOD
FROM 25 'OCTOBER 1977 TO 24 OCTOBER 1978

AS AT 31 DECEMBER 1977
(EXPRESSED IN UNITED STATES DOLLARS)

For the period from 25 October 1977
to 24 October 1978

Unliquidated
Allotmen~ Disbursement obligations

LOCAL AREA AND BACKS'!'OPPING cosrs
United Nations daily allowanc~

to troops 2 296 365 280 090 182 854 462 944
Salaries and related costs of

staff 7 145 430 1 207 579 167 648 1 375 227
r Travel and subsistence of

military personnel 365 053 57 427 228 57 655
Rations 4 642 473 131 704 1 457 033 1 588 737
Rental, maintenance and con-

struction of premises 2 955 753 168 980 539 939 708 919
Rental of aircraft 2 955 928 15 540 900 654 916 194
Communications 119 817 5 714 5 303 11 017

FORCE-WIDE EQUIPMENT AND SUPPLIES
purchase of transportation

equipment 1 338 075
Purchase of other equipment 852 096 34 720 24 764 59 484
Maintenance and operation of

motor transport. 4 366 452 177 039 348 549 525 588
Supplies and services 3 330 032 157 022 726 491 883 513
Freight, cartage and express 1 790 322 36 166 B9 ~76 126 142
Reimbursem~ht for cost of

deprec~ation for contingent-
owned heavy equipment and, .
reimbursement for supplies 4 909 570 125 287 904 980 1 030 267.

ROTATION OF OONTINGENTS 3 082 097 82 315 6 903 89 218

DEATH AND DISABILITY AWARDS 550 268 118 333 118 333

WELFARE 891 473 43 649 10 402 54 051

PAYMENT FOR TROOP OOSTS
:t»ay'andalloifances for troops 42 193'660 3 837 493 5255 922 9 093 415
Usage factor for personal

clotQing, gear and equipment 4 148107 111 140 783 393 894 533

Total 87 932 871 6 471 865 11 523 372 17 995 237

yror the period from 2; October 1977 to 24 October 1978 for the Un!ted Nations
Emergency Force (1973) and from 25 October '1977 to 31 May 1978 for the United Nations
Disengagement Observer J'orce.

-96-
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SCHEDULE 10.4

STATEMENT XI

AD HOC ACCOUNT FOR THE UNITED NATIONS OPERflTION IN THE CONGO
- -- STATUS OF FUND AS AT 31 DECEMBER 1977

ber 1977

)4 462 944

18 1 375 227

18 57 655
13 1 588 737

19 708 919
.4 916 194
13 11 017

855 163

1 560 314
35 931 462
1 396 536

50 438 462

33 568 581
49 037

33 617 618
84 056 080

75 395 807

1U 662 639
92 348

1 973 066
84 056 080

6 687 207

82 083 014

1 017 844
542 470

268 455
1 118 712

585 899

Excess of authorized gxpenditures over assessments
and applied voluntary contributions:

For 1961
For second half 1953
For first half 1964

Total assets

(EXPRESSED IN UNITED STATES DOLLARS)

Unencumbered fund balance
Balance available 1 January 1976
M.!!: Excess of income over expenditure

Balance available 31 December 1977
Total liabilities and unencumbered fund balance

Liabilities:
Accounts payable to Member States
Unliquidated obligations
Members' credits for staff assessment income

estimated to be not reqUired to meet the cost
of income tax refunds (non-United States of
America share)

Special account for voluntary contributions
received in order to finance unassessed
appropriations - balance reverted to the
credit of contributing Member States:

For the second half 1963
For the first half 1964

Due to United Nations Bond Account (Stat~ent VIII)
Due to United Nations Special Account (Statement VII)

Total liabilities

I. Statement of assets, liabilities and unencumbered
fund balance

Assets:
Assessed contributions unpaid
Special account for unpaid assessed contributions

pursuant to General Assembly resolution 3049 C (XXVII)

Total assessed contributions unpaid (SchedUle 11.1)

59 484

Total

525 588
883 513
126 142

0 1 030 267

3 89 218

3 118 333

2 54 051

2 9 093 415

3 894 533

2 17 995 237

Inited Na.tions
Inited Na.tionEi

9
1
6

ted
tlS



STATEMENT XI (CONCLUDED)

!!!!!= EXPenditure
Personnel services 116 987 088 116 987 088
Equipment and

supplies 270 577 026 10 925 475 281 502 501
Other 1 943 296 (270 2lli 1 673 050

Total expenditure 389 507 410 10 655 229 400 162·639

Total
31 December

IS77

Total
31 December

1977

159 465 976
82 083 014

241 548 990

36 192 702
110 7:~5 800

33 617 618

45 263 728

.~3.3 731 220

116 990 641

281 502 501
1 620 460

400 113 602

3 339
(3 339)

3 553

49 037

(52 590)

(49 037)

Biennium 1976-1977
ended 31 December

1977

Biennium 1976-1977
ended 31 December

Total 1977

1960
through
1975

159 462 637
82 086 353

241 548 990

33 568 581

36 192 70~:

110 725 800

45 263~

433 731 220

(Signed) Helmut DEBATIN
AssIstant Secretary-General (Controller)

Office of·Financial Services

-98-

1960 through 1975
Disbursement UnE!id

Voluntary contribu~ions

Proceeds frail sale (()f Un!ted Nations bonds
Mis~e11aneous, savings in liquidating .

obligations and adjustments

Total incaIle

II • Statement of incaIle and expenditures
IncaIle:

Contributions frail Member States
Assessed contcibutionsreceived
Assessed contributions not received

Total

Excess of incOO1El over
.expenditure

CERTIFIED CORRECT

30 Io'.arch 1978
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STATEMENT XII
UNITED NATIONS PEACE-KEEPING FORCE IN CYPRUS

STATUS OF FUND AS AT 31 DECEMBER 1977
(EXPRESSED ill UNITED STATES OOLLARS)

244 066
4 296 819
3 776 829

100 160

8 417 874

4 556 923
4 809 511
1 187 624

10 554 058

Total
31 December

1977

3 277 251
(l 141 067)

2 136 18t

10 554 058

214 432 205
15 542

3 411 064
2 276 691

220 13S 692

37 159 937
120

570 263
1 565 891

39 296 211

For the
biennium

1976-1977
ended 31

December 1977

177 272 268
15 422

2 840 801
710 990

180 839 481

1964
through

31 December
_-=1:.,9~-?~

Unencumbered fund balance:
Balance available 1 January 1976
Add: Net excess of incane over expenditure

Balance available 31 December 1977

Total liabilities and unencumbered fund balance

Total assets
Liabilities and unencumbered fund balance
Liabilities:

Accounts payable
Unliquidated obligations - prior period
Unliquidated obligations - current period (Schedule 12.2)
Due to United Nations General Fund

Total Habilities

I. statement of assets, liabilities and unencumbered fund balance
Assets:

Cash
Pledged contributions unpaid (Schedule 12.1)
Accounts receivable

II. Statement of, income and eXPenditure
Income:

Income from pledged contributions
public donations'
Interest income
Miscellaneous income

Total incane

27 047 278 145 274 328

40 437 .278 217 999 508

Expenditure:
Personnel se~vices

Equipment and supplies
Other
Extra and extraordinary costs of

Governments providing contingents

Total e~enditure (Schedule 12.2)

Excess of income over expenditure
CERTIFIED CORRECT

...101-

14 707 061
33 867 729
10 760 390

118 227 050

177 562 230

3 277 251

4 165 773
6 950 934
2 273 293

(1 141 067)

18 872 834
40 818 663
13 033 683

2 136 184
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SCHEDULE 13.3

TECHNICAL CO-OPERATION ACTIVITIES BXECUmD SY THE UNImD NATIONS CONFERENCE
ON TRADE.AND DEVELOPMENT

COMBINED STATUS OF FtlNDS AS AT 31 DBCBMSBR1977
(EXPRESSED IN WITED STATES DOLLARS)

Y This amount repre_sen1;s funds available for unililpleme!tlt~dappZ';)vedprojects.

Id See technical co-operation section of .,SUllllJ1ary of significant accounting policies in the notes to the financial
statements for details of changes in UNDP accountinp; 'policy on l'eportinp; of unliquidated obligations.

I. statement of assets, liabilities
and unencumbered fund balance

Assets
Cash
Accounts receivable
Receivable for excess of expenditure over

funds provided
Deferred charges
Unspent allocations
Due from United Nations General Fund

Total assets

Liabilities and unencumbered fund balance
Liabilities

Accoupts payable
Unliquidated obligations
Due to United Nations General Fund

Total liabilities

Unencumbered fund balance
Balance available 1 January 1976
Add: Excess of income over
--- expenditure (see below)
Balance available 31 December .1977 ~

Total liabilities and
unencumbered fund balance

II. Statement of income and exPenditure for
the biennium 1976-1977 ended 31 December 1977
~: Funds allocated
EXPenditure

Salaries and common staff costs
Travel
Contractual services
Operating expenses
Acquisitions
Fellowships

.Administrative overhead
Total expenditure

Excess of income over expenditure

Trust
funds

1 359 921
1 359 921

98 295

98 295

395 175

866 451
1 261 626

1 359 921

3072 091

1 545 939
168 691

46 280
54 850

576
248 '021
141283

2.205 640
866 .451

. (Schedule
·13.9.2)

50 288
211 021

2 177 865
31 165

12 583 652

15053.991

768 240
955 703
746 396

2 470 339

16 059 702

(3 476 050)
12 583 652

15 053 991

15 899 762

n 676.257
535 284
391 699
340 904

1 414 633
2 191 035
2 166 000

19 375 812 bl
(3 476 050)

(Schedule
13.3.1)

50 288
211 021

2 177 865
31 165

12 583 652
1359 921

16 413 912

768 240
1 053 998

746 396

U!UM.

16 454877

(2 609 599)
13 845 278

16 413 912

18 971 853

13 222 196
703 975
437 979
395 754

1 <175 209
2 439056
2 907283

21 581 452
(2 60SS99)
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SCHEDULE 13.3.l

'l'BanlICAL CO-OPERATION AC'l'IVI'l'IBS I'INANCBD BY '1'BB UNI'l'BD NATIONS DBYBLOPMBN'l' PROGlWME 
EXECUTED BY THE UNI'l'ED' NATIONS COtfFERENCE ON TRADE MID DEVELOPMENT

BXPBNDI'l'URE IIIC1JRBBD FOR'1'BB BIENNItlM 1976-1977 BNDBD 31 DECBMBBR 1977
(BXPaBSSBD IN UNI'l'BD ~A'l'BS DOLLARS)

I. YEAR BNDBD 31 DBCBMBBR 1977
Country project.
Afghanistan
Algeria
Burundi
Bangladesb
Brazil
Burllll
Caribbean
Chad,
Congo
Cost& Rica
C,uba
Cape Verde
Cyprus
D!JIiainican Republic
Ethiopia
Gabon

, Gllinea-,Bissau
Greece, .

"Guinea '
Haiti
India
Ind~.esia

Iran
Ivory Co,ast

. ~aJia'ic$

Lebanon
Lesotbo
Liberia
Nigeria
OIIan
paki!'~,lIll ,
Papua New Guin~,

Peru
P~ilippines

Por,tugal
RCllania
Senegal
Singapc>re
sd Lanka
Sudan
Swaziland
Togo
Tonga
Upper Volta
Zaire

Subtotal

lPF and
cost

sharing

25 982
17 953
25 652
10 258

3 159
51 704
91 681
34 688

1 782
47 269

60G 718
10 219
14 925
56 488

4 778
51 324
96 583
24 487
79 227
27 845
57 616

171 629
174 634
252 481
149 846

63 511
38667
39 254
48 660
29 171

114396.
7 1)69

254 581
252 600

1328
3 237

90342
70 212
36 070
59 578
8 057

21 483
49 922
70 293

,90517

3 438476

-120;"

Special measures
, Fund tor the

. Least Developed
Countries

,-

-.

,Governmen'll, cash
counterpart

contributions

18 7·27
38 270

'-

Total

25 982
17 953
25 652
10 258

3 159
51 704
91 681

, 34 688
1 782

47 269
606 718
10 219
14 925
,56 488

4 778
51 324
96 583
24 487
79 227
27 845

," 57 616
.190 356

212 904
,252 481

, '149 846
63 511
38 667
39 254
48 660
29 171

,~14 396
7 669

': ,a5~ 581
'252 600

1 328
3 237

90 342
70 212
36 070
59 578

8 '057
21 483
49 922
70 293
90 517

3 495 473

R
Af
As
Bu

La

In

II. !!!

!i
and all
oblige:

..~



--......_---....~------_ ..._---------~ .....~-~------

13.3.1

Total

'1'BCBHICAL co-oPIM'1'IOlI AC'fIVI'l'IBS !'IIIAMCBD BY '1'BB 1M1'l'BD M'1'IOIIS DBVILCIPMIlWr PROGlWIB 
EXECUTED BY THE UNITED NATIONS CONFERElf~ OH TRADE AND DEVELOPMENT

BXPIIIIDI'rUD IIICURRID !OR '1'BB DI.-ION 1976-1977 IIIDID 31 DICDIDR 1977
(BXPRlSSBD III 1MIftD S'l'A'l'BS DOLLARS)

!l See technical co-operation section of the notes to the financial statements for details of forward ~CRdtaents
and also approximate increases in 1977 expenditures due to changes in UlmP accounting policy tor 1Dlliquid&ted
obliga1:ioJis. .

25 982
17 953
25 552
10 258

3 159
51 704
91 681
34 688
1 782

47 269
. 606 71a

10 219
14 925
.56 488

.. 778
51 324
96 583
24 487
79 227
27 845

<. 57 616
.190 356

212 904
.252 481
149 846

63 511
38 667
39 254
48 660
29 171

. ~14 396
7 669

~5;4 581
252 600

1 328
3 237

90 342
70 212
36 070
59 578
8 '057

21 483
49 922
70 293
90 517

495 473

Region.l projects
Afric.
Asia and the pacific
Europe, ~iterranean _d the

Mi&ile B•• 'I:
L.Uf .....ric.

Subtotal

Interregional pro3ects
~~tal project expenditure

OVerhead expenditure
Total expenditure for 1971

II. YEAR BNDBD 31 DBCBMBBR 1976
Total expenditure for 1976

GRAND '.rO'l'AL BXPItmITURB IOR 'l'BB
1976-1977 BIBNNIUN

!pp and
cost

sharing

649 560
713 718

170 022
1 398 421
2 931 727

1 568 166
7 938 969

Special Measures
F't!nd for the

LelUlt Developed
Countries

129 287
129 281

GoVi!l'DIIIeDt casb
co\D1terpart

contributions

f49 50
113718

1'70 022
1 3'8 0127
2 'tu 121

1 698 053
8 125 253

1 400000
9 .525 253

9 850 SS,

19 315 '12 !I
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SCHEDULE 13."

'l'BCmtICAt. CG-QlIlRA~lon ACftVlfllS BXICU'1'D BY '1'U BCOIMC»IlC CCIIIISSION !'OR APRICA
c:c»m11lBD S'l'A'l'US 01' I'URDS AS "'Of 31 DKCIJIBIR 1977

(UPRlSSID IR lIfI'lBD S'l'A'l'IS DOLLARS)

Regular 'h'uat
~!I tunds UNDP Total

I. Stat...nt of ass.ts. liabilities
and unenCUllbered fund balance

Aasets
~nts receivable 228 636 6 288 234 924

Receivable for exce.. of expenditure over
funds provided 146 025 146 025

Unapent allocations 354 485 354 485
Due free united Filatiou G~nlU'&l Plmd 199 238 67 548 866 i8E

~tal ...et. 1 027 874 574 346 1 602 220
I

Liabiliti.s and un.nc~red fund balance
Liabilitie.

Accounts payable 121 531 121 531
Unl!quidnttd Obligations 248 664 98 330 346 994

Total liabilities 248 664 219 861 468 525

UnencUBbered fund balance
Balance available 1 January 1976 416 796 !if 416 796
Add: Bxceu of inc~ ove: expenditure

(see belOW) 362 414 354 485 716 899
Balance available 31 Decellber 1977 £I 779 210 354 485 1 133 695

Total liabilities and
'~encuabered fund balance 1 027 874 574 346 1 602 220

11.
II. StateMent ot inee-. and !!p!nditure for

the bienniua 1976-1977 en~e4

31 DeceMber 1977
Incc.e: Punds allocated 1 263 091 2 948 539 1 344 097 5 555 727
hP!nditure

:.'. salaries and ~n .taff coata 1 118 821 1 321 622 604 387 3 044 830
Travel 119 599 360 089 143 128 622 816
Contractual service. 15 481 15 481
Operating expenaea 24 671 169 341 89 449 283 461 -
Acquisitions 76 955 1 734 78 689
Pellowllbipa 4'10 325 29 383 499 708 als
Aa.inistr&t!ve.overbead y 172 312 121 531 293 8n

~al expenditure 1·263 on 2 586 125 989 612 !I 4 838 828
Exc... of inee-e over expenditure 362 414 354 485 716 899

(Schedule (Schedule (Schedule
13.9.1) 13.9.2) 13.4.1)

y Comprises ECA portion of .ectioD 15 of the United Nations regular budget.

W Excluding $10,911 lIDd $66,626 transferred to 'l'rust Fund for Development Planning and Projections and Tl'USt
-Fund tor Af10ica respectively.

si This lIIIIOunt representlS fuads available fell' unbplelHnted approved· projects •

.y Ac1lIlinistrative overhead costa relating to. the regular. budget are included in tile appropll'iate prog1'8IllIIIes ot the
regular budget expenditures shown in Statement 1.

!I See technical co-operation .ection of SUIIIJIU'7 of sipificant accountine; ~licies in the notes to the financial
statements for details ot chllDgell in t1lIDP accountiag poliq on reporting of unliqUidated-obligations. ...
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Total

SCHEDULE 13.4.1

TECHNICAL CO-OPERATION ACTIVITIES FINANCED BY THE UNITED NATIONS DEVELOPMENT PaoGRAMME 
EXECUTED :BY THE ECONOMIC COitIISSIOl'l roR AFRICA

EXPENDITURE INCURRED FOR THE BIENNIUM 1976-1977 ENDED 31 DECEMBER 1977
(EXPRESSBD IN UNITED STATES DOLLARS)

234 924

146 025
354 485
866 786

1 602 220

121 531
3..6 994
468 525

416 796

716 899
1 133 695

1 602 220

5 555 727

I. YEAR ENDED 31 DECEMBER 1977
Country projects

Regional projects
Africa

Total project expenditure

Overhead expenuitures
IPF and cost sharing, Special Measures

Fund for the Least Developed
Countries

Miscellaneous items refunded' to UNDP
Total overhead expenditure
Total expenditure for 1977

XI. YEAR ENDED 31 DECEMBER 1976
Total expenditure for 1976

GRAND TOTAL EXPENDITURE FOR THE 1976=1977
BIENNIUM

IPP and
cost

sharing

851 081
851 081

Special Measures
lI'und tor the

teut Dev~l~
Couiiti'1ez

17 000
17 000

868 081
868 081

121 531

121 531
989 612

989 612 !I
3 0.... 830

622 816
15 481

283 461
78 689

499 708
293 84~

4 838 828 .
716 899

'8 of the

'inanc:LAl

a/ See technical co-operation section of the notes to the financial statements tor ~etai1s of torward colllllitments and
also a.pproximate increases in 1971 expenditures due to changes in mIDP accoWlting policy f;)r UD1.iquidated obligations.
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SCHEDULE 13.5

'l'1!:CBNICAL CO-OPERATION ACTIVITIES BUCU'IBD BY '1'BB ECONOMIC AND SOCIAL COMMISSION
!fOR ASIA .A1m 'l"HE PACIFIC

COMBINED STATUS OP !'UHDS AS AT 31 DBCBMBBR 1977
(UPRBSSBD IN tlfI'1'ID STABS DOIor.1oRS)

Regular Trust
bU!Js!t !I ~ ~ ~.

I. State~n~ of ~ssets, liabilities
and unencu.oered fund balance

Assets
CUb

180 898 180 898Accounts receivable
20 817 20 817Receivable for excess of expenditure over

funds provided
39 596 39 596U~t alloca.tions

797 760 797 760Dl,OQ frClll United Nations General Pund 3 405 217 - 3 405 217-----Total assets 3 405 217 1 039 071 4 444 288
Liabilities and unencumbered fund balance
Liabilities

Accounts payable
154 853 154 853Unliquidated obligations 895 312 86 458 981 770Total liabilities 895 312 241 311 1 136 623

Unencumbered fund balance
Balance available 1 January 1976 1 126 282 1 126 282~: Excess of inccme over

expenditure (see below) 1 383623 797 760 2 181 383Balance available 31 Decellber 1977 !?I 2 509 905 797 7UO 3 307 665Total liabilities and
unencumbered fund balanc~ 3 405 217 1 039 071 4 444 288

11. State.ent of income and eXpenditure for
the biennium 1976-1977 ended
31 Deceaber 1977
~: Funds allocated 737 022 6 262 136 3 520 702 10 519 860ExPenditure

, Salaries and cOllllllOn staff costs 656 380 2 234 600· 1 802 817 4 693 797Travel 71 422 390 994 95 214 557 630Operating expenses 9 220 gg 550 137 163 245 933Acquisitions 123 608 132 614 256 222Fellowships
1 558 799 301 875 1 860 674Administrative overhead

~ 470 962 ~ 253 259 724 221Total expenditure 737 022 4 878 513 2 722 942 !Y 8 338 477Exeess of income over expenditure 1 383 623 797 760 2 181 383
(Schedule (Schedule (SchedUle
13.0.3) 13.9.2) 13.5.1)

y Comprises ESCAP port~on of section 15 ot the United Nations regular budget.
W This amount represents tunds avaiJ"Ibletor unimp1elllented approved projects.£! Ac1mi.nistrative overhead costs re:;,ating to the resuJ,ar budget are included in the appropriate prograJll!lles of theregular budget expenditures shown in Statement I. .
~.C~ising $21,312 sh~__~s b~ance a~lab1e 1 Januar,y 1916 and $449.650 shown as 1976-1917 income insehedule 15.1.1.
!I See technical eo-operation section ot IlUllBll&ry' or significant acco\U1ting :policies in the notes to the financialstatements tor details of changes in. UNDP accounting policy on reporting ot unliquidatllld obligations.
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SCHEDULE 13.5.1

"

TECHNICAL CO-OPERATION ACTIVITIES FIN~ BY '1'HE mlI'l'ED NATIONS DEVELOPMENT PROGRAMME -

.EXECUTED BY THE ECONOMIC AND SOCIAL comISSIOI FOR ASIA A1m THE PACIFIC
EXPENDITURE INCURRED FOR THE BIBNNItlM 1':' 16-1977 ENDED 31 DECEMBER 1977

(EXPRESSED IN tlNI'1'!D STATES OOLLARS)

!:I See technical co-ope_rat.ion section of the notes to the financial statements for details of forwlU'd commitments
anl1 al~o apllroximate increases in 1977 expenditures due to chllDPs in t,'BDP accounting policy tor unliquidated
obligations.

IPF and Government cash
cost counterpart

lIharing contributions ~

I. YEAR ENDED 31 DECEMBER 1977

Country projects

Regional projects
Asia and the Pacific 1 808 992 660 691 2 469 683

Total project expenditure 1 808 992 660 691 2 469 683

180 898
20 817

39 596
797 760

3 405 217
4 444 298

154 853
981 770

1 136 623

1 126 282

2 181 393

3 307 665

4 444 288

10 519 860

4 693 797
557 630
245 933
256 222

1 860 674
724 221

8 338 477
2 181 383

l!'Ies of the

in

financial

Overhead eXpenditures
IPF and cost sharing
Government cash counterpart contributions
Miscellaneous items refunded to UNDP

Total overhead expenditure

Total expenditure for 1977

II • YEAR ENDED 31 DECEMBER 1976 .

Total expenditure for 1976

GRAND TOTAL EXPENDITURE FOR THE 1976-1977 BIBNNIUH

-125·

253 259

253 259

2 722 942
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SCHEDULE 13.6

TECHlICAL CO-OPERATION ACTIVITIES EX!CU'l'ED BY THE ECON(II!C COMMISSION FOR LATIN AMERICA
CONBINID S'1'A'l'US GP Pl.lNDS AS AT 31 DBCEM1lBR 1977

(:uPRBSSIm IN tlNlmo STATBS DOLLARS)

I. Statement of a.seto, liabilities and
~nencuBbered fund balance

Assets
~frOBUnited Nations General Fund

Total assets

Trust
~

502 561
502 561

502 561
502 561

ass

Liabilities and uneneU8bered fund balance
Liabilities

Unliquidated obligations
Total liabilities

UnencU8bered fund balance
Balance available 1 January 1976
Add: Bxcess of incaae over expenditure
- (see below)
Balanc~ availeble 31 Deceaber 1977 BI

Total liabilities and unencwaDered
fund balance

89 656 89 656

!!...lli !!.Lill

577 303 577 303

(164 398) (164 398)
412 905 412905

502 561 502 561

'42

ents

XI. StateMent of inCOlle and eXPenditure for·
the bienniua 1976-1977 ended
31 Dece~~ 1977

,Incoae: Punds allocated
Expenditure

Salaries and ~n staff costs
Travel
Contractual services
Operating expenses
Acquisitions .
Fellowships
Adllinistrativeoverhead

Total expenditure
Bxcess of ineoMe over eXPenditure

771 991

706 617
65 374

- cl
771991

(Schedule
13.9.1)

2 843 748

1 996 545
260 369
78 103

254 398
80 206
80 505

258 020
3 008146

(164 398)

(Schedule
13.9.2)'

3 615·739

2 703 162
325 743

78 103
·254 398

80 206
80 505

258 020
3 780 137

(164 398)

!/.ColIDriaes ICLA. 'DOrtioD ot .section 15 ot the United ]Iatiod regu],&I' budget.

}/ Thia 8a)\lDt repreaenta tlmdll •....u:.'bll! tor \lDiIIplneDted.pp1"OTed ~1"O"ecta.

. s./.AdlliniatratiTe oftrhead coata rel.tins to the 1'esu1&l" budset &1'e included in the app1"Opriate p1"OSl'8lIIlae1l ot the
regular budaetexpenclitUl'ea ahow'iIi Stataent I. '
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DOLE 13.6

mICA

502 561
502 561

577 303

(164 398)
412905

502 561

SCHEDULE 13.7

~CHNICAL CO-OPERATION ACTIVITIES EXECrJ'l'ED BY 'l'SB ECOBCllIC COII([SSIOH I'OR WlSTBRI ASIA
COMBINED STATUS OF FUNDS AS 1.'1: 31' D!CEMB!R 1977

(EXPRESSED IN UNIftD STATES DOLLARS)

Regular ~U8t

~~ !!!a ~ Total

I. statement of assets, liabilities and
unencumbered fund balance

Assets
~ivable for excess of eupendi tUE'E'I

over funds provided 153 075 153 075
Unspent allocations 38 417 38 417
Due from United Nations General Fund 163 286 163 <l86

Total assets 163 286 191 492 354 778

Liabilities and unencumbered fund balance
Liabilities

Accounts payable 2 355 2 355
Unliquidated obligations 16 814 16 814
Due to United Nations General Fund 133 906 133 906
Total liabilities 153 075 153 075

unencumbered fund balance
Balance available 1 January 1976
M!!: Excess of income over expenditure

(see below) 163 286 38 417 201 703

Balance available 31 December 1977 BI 163 286 38 tl7 201 703
Total liabilities and unencumbered

fund balance 163 286 191 492 354 778

II. Statement of income and expendit~re for
3 615 739 the biennium 1976-1977 ended

31 December 1977

2 703 162 ~: Funds allocated 607 778 191 008 211 492 1 010 278

325 743 Expenditure
78 103 Salaries and common staff costs 513 637 23 424 139 224 676 285

·254 398 Travel 94 075 894 94 969
. 80 206 Operating expenses 66 2 600 2 666

80 505 Fellowships 9 996 9 996
258 020 Administrative overhead si 3 404 21 255 24 659

3 780 137 Total expenditure 607 778 27 722 173 075 ~/ 808 575

(164 398) Excess of income over expenditure 163 286 38 417 201 703

(Schedule (SchedUle (Schedule
13.9.1) 13.9.2) 13.7.1)

prosrumes of the

y Comprises ECWA portion of section 15 of the United Nations regular bUdget.

W This amount represents :runds available tor UDlmplemented approved pro"~ct••

s.! Administratiye overhead costs relating to the regular budget are included in the appropriate progr&lilllleS of the
regular budget expenditures shown in Statement I.

y See technical co-operation section of 8U11111l&l7 of significant a.ecounting policies in the notes to the financial
statements for details of changes in UNDP accounting policy on reporting of unliquidated obligations.
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·3.7

SCHEDULE 13.7.1

.
ftCfRIlCAL CO-OPERATION AC'l'IVITIBS FItWX:!D BY '1'BE UNI'l'BD NATIONS DEYBLOPMEN'1' PROGRAMME 

DECU'1'BD BY '1'HB ECOIC»IIC COIIIISSIOIf FOR WES'l'ERK ASIA
BXPBNDI'l'URB INCtIRIlBD fOR '1'IIE BIENNIUM 1976-1977 BNDBD 31 D!CBMBER 1977

(EXPRESSED IN UNITED S'l'A'1'ES DOLLARS)

IPP and
cost

sharing
153 075

38 417
163 ~86

354 778

2 355
16 814

133 906
153 075

201 703

201 703

354 778

1.

11.

Country project.!

hitOil.l i!i'a:ieetli
Europe. Mediterranean and the Middle East

total ptojectexpenditur.

overhead expenditures
IPr ucl coat IIhltring
Miscellaneous it_ refunded to UNOP

total, expenditure for 1977

BAR BNDZD31 DBC!MBER' 1976

TOtal expenditure for 1976

GRAND'1'O'l'AL anNDl'fURB fOR THE 1976-1977 BIENNIUM

151920

151 820

21 255

U 255

173 075

173 075 !I
1 010 278

676 285
94 969

2 666
9 996

24 659
808 575

201 703

: of 1<he

nancial

!I se. techDicelco-operation s.ctioll of the DOte, to the financial atateilllents for details 9f forward
"'t.Dts UI4 alllO appl'Oxilsate inoreases in 1911 expenditures due to changes in UIDP accounting policy tor
1III1iq,uid&te4 oblisatiou.
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llNI'l'llD NA'l'IONS, llHI'l'ID NA~IONS INDUS'mIAL DBVBIDl1Mmrl al.GlINIZA~ION, UNITED
NA~IONS (X}!ll'BRJIHCB OH 'mADB l\ND DBVBIDPMI!N~ l\ND UN~ NATIONSREGIONAL CCHlISSIOIIS - PROG!WIME SUPPail'r CCS'lS RELI'.TIHG 'IO PllOJBC'lS OF THEUNI'rED Nll.'l'IONS DBVBLOI:1UlN'l' mOGRllMME, 'l'HE UNI'rED NA~IONS PUND !!'OR POPULI'.TIOHAC'l'IVI'l'IBS All) llHI'l'llD NA'l'IONS 'mCBNICllL (X}-oPBRATIOH mus~ FUNDS

CXIIBINBD S'l'A'l'OS OF !'IlNDS AS AT 31 DBCBMIlBR 1977

SCSEDULE 15.1

(EXPRESSED IN llHlTED STATES DOLLARS)

27 294,250
608 106

(2 331 374)

523 810
(18 496)

(1 826 060)

(Statement
XV)

4 631 833
4 276 599

327 138
901 494
277 688

,260 983

38 578 091

34 731 767
687 020

31 735
1 059 617

255 539
1 288 603

38 054 281

979 960

(SchedUle
15.1.1)

396 045

883 386
53 629

192 219
99 200

1 624 479

409 945
72 580

2 135
82 082
77 777

644 513

979 960

85 469
11 497

32 127

(76 470)
(18 496)

141 283
62 875

(140 000)

(234 966)

2 766 000

2 324 307
90 174:

696 986

3 143 594

3 067 124

887 348

(660 000)

-145-

(3 458 402)

(1 531 374)

15 043 575 9 088 630
386 582 221 524

4 631 833
2 328 865 923 065

56 894 153 740
901 494

149 688 598

22 597 437 11 289 051

22 988 088 9 009 427
461 477 62 789

29 600
415 722 529 686
130 569 47 193
499 009 92. 608

24 524 465 9 741 703

11 927 028) 1 547 348

'l'otal expalditure .

EKpenditure .
Salaries and coll!lilon st;a.ff costs
'l'r!lv~l
COn~actua1 services
Operating axpenses
Acquisitions
FelloWships, grants, other

~excass of income over expenditure

Bxcess of income over expenditure for the
abcive- per iod .

~,'.Adjustment for prior period
Less •. btabUshlll!lnt of reserve for ,terllina-
----- tion entitlements and indean'ities,

compensation c1ailllS and other
unforeseen liabilities

Statement of income and expenditure for the
biennium 1976-1977 ended 31 December 1977

InCOlle
-united Rations Development PrograJllllll

Project cos ts
Variance

United Rations Fund for Population'
Activities

'l'ecbnical co-operation project trust funds
Associated agency projects
lIfIOO General T~ust Fund
Other general trust funds
Miscellaneous

'l'otal income

II.

o..,



tlU1'ID NATIONS REGIONAL CQIIISSIONS 
l'ROGRMMB SUPPORT CDSTS RBIATING 'ro l'ROJBCTS
OF THB UNITm· NATIONS DBVBIDRlJ3N'r PROGRllIIm

AND UNITBD NATIONS 'l!:atNICAL CO-oPSRATION 'nUJST FUlt)S

a»IBItmD STA'l'IlS OP !'UNIlS AS AT 31 DBC1!MB!R 1977
(EXPRESSED IN UNl'l'BD S'm'l'BS OOLLM!S)

Regional cc.aissions
AlIia md Latin

the Pacific ABeriea

saiEDUU: 15.1.1

Western
Aai.

I. St.t.-ent of ••••t.. li.biliti•• and
uMncllllbered fund balanc.

Aa.et.
~nta receivllbl.

Due fre. United Nations Gen.ral
!\!net (State_nt XV)

'D)tal assets

Liabilities and un.ncwabered fund balance
Liabiliti",s

Unliquidated Obligationa
Deferred inea.
Reserve for repatriation grmt

~tal liabilities

unencllllbered fund balance
Balance available 1 Jmuary 1976
~ f bceu of in=- ov.r expencUture

(aee below)

Balance available 31 Decellb.r 1977

~tal liabilities md unencumbered
fund balance

IX. Stateent of incc.e and .mnditure for the
bienniWB 1976-1977 ended 31 Decober 1977

InCOM
---uiiIted Nations DeveloIatnt Progr_

Project COB tB
Technical co-operation proj.ct trllBt finds
Associated agency projecta
Other general trllBt flnGa
Miscel1aneoua

~tal ineo.

121 531

334 651

456 182

17 463

'17 463

52 988

385 731

438 719

456 182

121 531
172 312

48 076
161 379

94 337

597 635

277 762

165 080

442 842

32 549

32 549

21 312

3BB 981

410 293

442 842

253 259
449 650

702 909

66 273

210314

276 5B7

340
33 034
26 418

59 792

64 823

151 972

216 7$5

"276 587

258 020

258 020

2 355

so 921

53 276

53 276

53 276

53 276
=

21 255
3 404
5 553

30 840
4 863

65 915

467 921

760 %6

1228 887

50 352
33 034
26 418

109 804

·139 123

979 960

1 119 083

1 228 887

396 045
883 386

53 629
192 219

99 200

1 624 479

Bglenditure
Salaries md co~n staff coats
Travel
Ccn tracl;ual serVice.
Operat~g expens..
Acquisitions

~talexpenditure

Bxces. of incc.e over exP!nditure

\,

116 746
61 873

2 135
12 647

"18 503

211 !i04

385 731

-146-

257 220
8411

7 636
40 661

313 928

388 981

35 823
.1 439

50.173
18 613

106 048

151972

156
857

.11 626

12 639

53 276
=

409 945
72 580

2 135
82 082
77 777

644 519

979 960

(Schedule
15.1)



SOIEDULE 15. 2
tlNITllD NATmm Ali) tlNITllD NATmm INDUSTRIAL

DEVBLOPMmIT OOGMUZATION - PROGRNIMB SUPPORT OOSTS
RELATING 'ro OTHER' '!'RUST !UH) PROJECTS

<XlM&INBD STA'l'US OP IUNDS AS AT 31 DECEMBER 1977
(EXl'RESSm IN UNImD STA'l'ES DOLLARS)

467 921

760 906

1228 887

50 352
33 034
26418

109 804

'139 123

979 960

1 119 083

1 228 887

I. Statement of assets, liabilities and
unencumbered fund balance

Assets
~nts receivable

Deferred charges 8I1d other assets

Total assets

Liabilities and unencumbered fund balance
Liabilities

Unliquidated obligations
Due to United Nations General

Fund (Statement XV)

Total liabilities

Unencumbered fund b&lance
Balance available 1 January 1976
Md' Excess of inCOJlle over expenditure
- (see below)

Balance available 31 DeceJlber 1977

Total. liabilities and unencUllbered
fund balance

if~rld Food
l'rOCJr_

32 591
2 835

35 426

5 487

29 939

35 426

35 426

SPecial Industrial Services
United Nations UNIDO

1 980

1 980

16 867

16 867

(14 887)

(14 887)

1 980

34 571
2 835

37 406

5 487

46 806

52 293

(14 eS7)

(14 S87)

37 406

11. Statement of income and expenditure for the
biennium 1976-1977 ended 31 Deceaber 1977
~

'Funds allocated 523 369
M~acellaneo~s 3 978

396 045
883 386

53 629
192 219

99 200

1624 479

409 945
72 580

2 135
82 002
77 777

644 519

979 960

(Schedule
15.1)

Total income

EKpenditure
Salaries and colllllOn staff costs
Travel
Operating expenses

Total expenditure

EKcess of income' over expend!ture

527 347

398 560
45 564
83 223

527 347

-147-

86 543 45 540 655 452
3 97S

86 543 45 540 659 430

101 430 45 540 545 530
45 564
83 223

101 430 45 540 674 317

(14 887) (14 887)
---

(Statement
XV)



Notes to the financial statements

Note 1. Summary of significant accounting policies

The following are some of the significant accounting policies of the United
Nations:

(a) The United Nations accounts are maintained in accordance inth the
Financial Regulations of the United Nations $S adopted by the General Assembly~

the rules formulated by the Secretary-General as required under the regulations
and administrative instructions issued by the Controller and in conformance with
generally accepted government accounting principles.

(b) The financial period of the Organization is a biennium and consists of
ti-lO consecutive calendar years.

(c) The assets and liabilities and revenues and expenditures are recognized
on the accrual basis of accounting.

(d) Translation of currencies. The accounts of the Organization 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 Controller of the United Nations. At year-end, cash,
investments and unpaid pledges, other than pledges for future years ~ are
retranslated at the applicable United Nations rates of exchange.

(e) Deferred charges. For balance-sheet purposes only, that portion of the
education ~ant advance which is assumed to pertain to the'scholastic year
completed as of the date of the financial statement is shown as deferred charges.
The full amount of the advance is maintained in the accourrts receivable from staff
members until such time as the staff member produces the required proof of
entitlement to the education grant at which time the budgetary account is charged
and the advance recovered.

(f) Fixed assets. Furniture, equipment, other non-expendables and leasehold
improvements are not inclUded in the ass-ets of the Organiza.tion. Acquisitions are
charged against budget accounts in the year of purchase. A list showing the cost
of furniture and equipment at Headquarters and the overseas locations, according
to the inventory records of the United Nations ~ is provided from perpetual
inventory records in a note to the financial statements.

(g) Capital assets. Land and buildings are reported at original cost. No
depreciation of buildings is provided for. Ma.jor improvements and extensions to
existing buildings are reflected in the construction-in-progress fund and are
capitalized when the projects are completed. Maintenance and repairs are charged
against the appropriate budgetary accounts.

(h) No provision is made in the General Fund for repatriation grant

-148- '
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entitlemen-ts or -to mee-t con-tingencies under appendix D -to -the S-taff Rules of -the
Uni-ted Na-tions, as funds are provided for in the budge-t appropria-tions.

Miscellaneous income.

Revenue--pz-oducdng activities.

cent of
fund on or
are being

Inventories of

-149-

Uni-ted Nations Postal Ac~inistrution.a.

.
The refund of expendi-tures which had been charged in -the same
financial period agains-t -the budge-tary accoun'GS is credi-ted agains-t
tihe same accoun-ts ~ bu-t refunds of expendHures relating -to -the
prior financial periods are credi-ted -to miscellaneous income.

The ne-t income realized from the revenue-producing ac-tivi-ties is
repor-ted as miscellaneous income.

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 credi-ted to miscellaneous income.

All moneys accep-ted for purposes specified by -the donor have been
treated as -trus-t funds or special accounts. However , moneys
accepted in respect of which no purpose is specified have been
treated as miscellaneous income.

The proceeds from the sale of surplus property are credited to
miscellaneous income.

Gain or loss on exchange is charged or credited to the activity
experiencing the gain or loss.

Inventories:

Notwithstanding the provisions of rule 111.8~ income from credit
sales for the sale of publications and services to visitors have
been treated on a cash basis.

The refunds in respect of pension contribution (14 per
pensionable remuneration) of participants entering the
after 1 January 1967 bu-t withdrawing within five years
credited to miscellaneous income.

Actual income '(net revenue less supervision and operation costs) of
revenue~producingactivities as a whole is credited to
miscellaneous income in the General Fund.

In those activities handled by contractors, for example) the
Souvenir Shop, Gift Centre and Catering Services, only the assets
for which the Organization has ownership, that is, unremitted
profits from and the t\Torking Capital Fund advances to the
contrac-tors, are included in -the balance sheet of the General Fund.

(v)

(i)

(i)

(v)

( ii)

(ii)

(iv)

(iv)

(Yi)

(iii)

(iii)

(j)
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philatelic m!":terial are recorded a"1; sellin~ price in memoz-andum
accoQ~ts for internal control pt~poses.

"0. Souveni:;." shop, Gift shop and Ca.tering Se:t'vice. Inventories arevalned a-I; cost or market vatue ~ whichever is lower, for the
com~utation of net revenue.

t

.~. Publications. Inventory cards sho~ving the quantitjr of
pUblications on hand are maintained. The value of this
inventory is not included in the assets. The cost of
publications is charged to expenditure in the period incurred.

(k) '(JNEF/UNDOF accounts. The accounts for the UNEF/tnmoF operations havebeen maintained in accordance 1n.th the prov-isions of the Financia~ Regulations andRules of the United Nations. In this regard) however~ the following specialarr-angemerrb s have been accepted by the General Assembly ~

(i) Financial regulation 2.1:

The "specdaf, financial yearn of 25 October to 24 October of thefollmving year inclusive has been adopted by the General Assemblyfor UNEF/UNDOF and this financial year is used both for the
presentation of information and for accounting purposes.

a. All ruscellaneous income~ including interest income, except:

b. .1Ulamounts surrendered due to the operation of regulation 4.3;

j'
I", .

;amLIII

L Contributions !rOll). new Member States which have been
credited to Member States;

ii. Amounts of miscellaneous incom~ which were deducted as
:iestimated miscellaneous Lncome'' in arriving at the amounts
appropriated, and then only to the extent that such incomeis) first j realized and j secondly, is required for the
financing of these operations;

c. All amounts surrendered due to the operation of regulation !~, 4where the obligation is no longer considered to be a valid
charge,

(ii) Financial regulations 4.3 and 4.4:
For these operations, only such balances of appropriations asare not required to defray obligations at any time are to besurrendered under regulation 4.3 or 4.4. The unliquidated

obligations ofUNEF/tn~DOF are not surrendered in accordance withregulation 4.4 at the end of 12 months f01lmring the close of thefinancial period but are retained open in the accounts primarily toreimburse Goverlli~ents for services and goo~s supplied.

(iii) Financial regulation 5.2:
Amounts in the surplus account are to be credited against theassessed contributio~s due from £1ember States on an annual basis.The credits in the surplus account to be distributed shall include:
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(iv) Financial regulation 5.2 and staff regula"tion 3.3:

The UNEF!UNDOF appropriations approved by "the General Assembly
for salary and related costis of staff are on a net basis and do not
provide for staff aesessment , ConsequentlY, no adjustmen"ts are
made to the assessments of Member States for s"taff assessment
credits. National income taxation in r-espect of salaries and
emoluments paid by m~F!UNDOF shall be charged against the
appropriate-Member State. .

(v) Financial regulations 11.1 and 11.4:

The lffiillF!UNDOF ac~ounts are kept by mandate period and are
formally reported and audited on a biennium basis in accordance
with financial regulations 11.1 and 11.4.

(1) Technical co~operation accounts.

(i) Those sections of the regular budget of the United Nations which
deal with technical co-operation are reflected also in the
technical co-operation financial statements, in order to give an
over-all view of technical co-operation activities.

(ii) Unliquidated obligations for the regular programme of technical
co-operation which are outstanding at the end of a financial period

. are transferred from the United Nations General Fund accounts to
the technical co-operation accounts in the following financial
period. In accordance with Gen~ral Assembly resolution 3539 A of
17 December 1975, the appropriations for technical co-operation
progr~es of the regular budget shall be adminis"tered in
accordance Ivith the Financial Regulations of the United Nations,
except that the definition of obligations and the period of
validity ~f obligations shall be subject to different procedures.

(iii) Technical co-operation income includes funds allocated for approved
projects extending beyond the current per-Iod , except for
allocations for technical co-operation programmes of the regular
budget Ivhich are for the current biennium only. .

(iv) In accordance vrith UNDP reporting requirements, 1977 allocation
income for UNDP projects has been based on the project budgets
recorded by the United Nations. Allocation income for lffiIDP
pro,jects was formerly based-on the project budgets recorded in the
UNDP management. information system. .

(v) Unliquidated obligations for technical co-operation trust funds
include commitments incurred against income received in respect of
project budgets for future years.

(vi) In conjunctLon with the UNDP decision to discontinue standard
costing effective 1 January 1977, unliquidated obligations were
reintroduced at 31 December 1976 as part of expenditure for
technical co-operation financial statements. At 31 December 1976,
unliquidated obligations which related to goods and services
delivered in 1976 were accrued and included in accounts payable.
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)ly
not

(vii)

(viii)

(ix)

However, in accordance with accounting requirements established in1977 by UNDP and UNFPA, project expenditures for 1977 includeobligations raised in respect of goods and services provided for inproject budgets for 1977~ irrespective of the date of delivery ofthose goods and services. Unliquidated obligations at31 December 1977 are reported as a separate liability item in thestatus-of-funds statements.

As a further consequence of the decision to discontinue standard
costing~ effective 1 January 1977~ a system of average costing has
bee~ introduced for UNDP/UNFPA projects whereby those elements ofexperts r actual costs which are unique to the individual expert arecharged to UNDP!UNFPA projects at average cost~ calculated byapportioning those costs over all UNriP or UNFPA projects in respectof which expert-months have been delivered in the current period.

Provision t'or repatriation grant entitlements is calculated on thebasis of 8 per cent of net base pay for all project personnelexcept those sUbject to average costing.

Provision to meet contingent liabilities for compensation paymentsunder appendf.xD to the Staff Rules of the United nations forpersonnel financed by technicalco~operation trust funds iscalculated on the basis of 1 per cent of net base pay.
'iod (m) Trust fund accounts.

(i) Pledges received for future years are recorded as deferred income.

ved

he

of

(ii)

(iii)

(~v)

Trus1:; fund statements reflect the "ct.ean surpf.us" theory byprocessing adjustments through the current income arid expenditureaccount for which reserves had been establ~shed in the previousyear•. Material adjustments for prior periods are, however , shownin the financial statements be.low the results of the current periodso asnob to distort the pr-esentratLon,'

Provision for repatriation grant entitlements is established by theContrbller w4~tiever they are deemed necessary because ofsignificant allotments for substantive staff.

Provision to meet contingent liabilities for compensation pa~~entsunder appendix D to the Staff Rules of the United Nations forpersonnel financed under trust funds is calculated on the basis of1 per cent of net base pay. .

General Fund

Note 2. Accounts receivable

The following is an aged analysis of the accounts ,receivable included instatement III:

-152-
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The following is an analysis of the interfund balances appearing in
statement IIl:

The accounts receivable from staff members include advances for education
grant, travel, termination and salaries.

The amount of $5.5 million has been received dur~ng the p~riod January
March 1978 in settlement of the above interfund balances.

4.9
2.8
4.5
4.8

17.0

7.1

1.6
0.2
0.5
0.2
9.5
0.1
1.4

20.6-_._-

1.0
2.0
1.2
4.4

1.7
0.1
0.1
0.7

12.3

1.6

0.2
0.8
0.2
0.4

4.7
2.0
4.3
4.4'

15.4

Less than More than
one year one year Total

(Millions of United States dollars)
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technical co-operation

Total

trust funds
University
Joint Staff Pension Fund

Total accounts receivable

Staff members
Governments
Specialized agencies
Other

Total

United Nations technical co-operation
UNITAR
UNFICYF
UNEF (1973) and UNDOF
UNFPA
UNEP
UNICEF
UNDP
United Nations trust funds

Millions of United States dollars

Millions of
United States dollars

United Nations
Construction:

Headquarters
ECLA
ECA
Geneva

United Nations
United Nations
United Nations

Interfund balances

Due from other United Nations ~~ds:

Due from other United rlations f-unds:

Note 3.
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J!Tote 4.
-,

Deferred charge!,

)

The table below provides an analysis of the amount shown in statement III as
deferred charges and other assets as at 31 December 1977.

!'.1illions of Unit~d States.g.olla.!§.

ion

Education grant advances
Charges in transit from offices

away from Headquarters (IOVs)
Others '

Total

Note 5. Accounts pa.vabl~

1.1

1.9
0.8

3.8

The following is an analysis of the accounts payable appearing in
statement IlI:

Milli.ons of' United States dollars

Staff members
Vendors
Locally administered trust funds
Specialized agenciee
C-overnments
Reserve provisions and ether funds
Outstanding zero balance account

and tax cheques
Other

Total accounts pRyable

2.9 s./
0.3
0.1
0.8
3.6
4.1

22.5

a/ Includes accrued salaries of $0.4 million for retroactive
promotions, $0.9 million for separation payments and $0.5 million
for field salary assignments.

-iIlote 6. Salaries and common staff cos.1!..

The table on the. following page reflects an analysis ot the regular budget
salary and common staff costs for thebiennium 1976-1977 en~ed 31 December 1977.
Schedules 1.3 and 1.4 of the f'inancialstatements show the total combined salary
and common staff costs by budget section and programme. Salaries and common staff
costs represent 77.6 per cent of the total obligations incurred for the United
~Tations regular budget (schedule 1.3).
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Millions of United States dollars

The capital assets of the Organization comprise land and buildings (at cost)
the following locations:

"

3.2
1.2

71.4

100.0

Per
~.enta.~;.e_

50.2
7.2

434.8

608.9

492.2
116.7

:1illions of
United States

dollars

Ca-pit¥ Assets Fund

Total sp.~aries ~nd co~mon staff costs

Total salaries

Common staff costs

7. Land and buildings

Bstablished posts
Supplementary staff ~ p.;eneral temporary

assistance and consuftiarrc s
Overtime 2~d night differential

Total

-155-

United Nations building ~ New' York
(Orir:inal cost)
Less: Cost of Library building

demolished in 1960
Dag H~~arskjold Library building~

Ne"i-T York
Land for permanent Headquarters site 5

New York .
Secretariat building and General

Assembly Hall, Library building 8..L"1d
villas s Geneva

Modernization of Palais des Naticns s
Geneva

~1ajor maintenance~ Geneva
Extension of conference f&cilities~

Geneva
Land. ana. st.rucburea , Addis Ababa,

Mogadiscio and Pusan
'Regional headquarters s Addis Ababa
United Nations 'building, .Santiago
Documents Research Centres Santiago
New r1ether1ands building s Bangkok
Regional headquarters ~ Bangkok



The following table ShOi~S the non-expendable equipment, at cost, at
Headquarters and the overseas locations 3 according to the inventory records of the
United Nations as at 31 December 1977. In accordance with our accounting
policies, non-expendable equipment is not included in the fixed assets of the
Organization but is charged against the current appropriations.

Millions of United States dollars I·
Headquarters ~ NeYT Yorlc
ECA
ECLA, Santiago
ECLA, Mexico
EGrTA
ESCAP
International Court of Justice
Office at Geneva
IDUC offices
UNIDO
UNMOGIP
United Nations Supply Depot, Pisa
usrso

TCltal

Construction-in-progress fQnd

Extension to the Palais des Nations, Geneva

])Tote 9. Litigation

12.1
0.5
1.2
0.2
0.7
1.0
O.~

15.6
0.7
1.0
1.2
0.8
4.4

The United Nations has filed a suit ~ith the Tripuqal de Commerce~ de Paris
against a former contractor for the extension to the Palais des Nations, Geneva~

for damages of Swiss francs .568.194.60 ($U3 261,840.83) resulting from a breach of
contract. This defendant has proposed an .out-·of-court settlement amounting to
French francs 250,000 ($US 51,546.39). ':Inhe Organization has not yet decided to
accept the out-of-court settlement or press for the amount initially claimed.

Note 1.0. Contin.gent liability

One of the contractors for the extension to the Palais des Nations, Geneva ,
has submitted a claim to the United Nations for Swiss francs 800,000
($US 368,663.59) as further compensation for additional work performed. The
Organization considers the claim to be without merit and is considering submitting
it for arbitration in accordance with the provision -of the contract with the firm.
No provision for this amount has been made in the accounts for settlement of this
claim pending its resolution.

Note 11. Transfer to Capital Assets Fund

The cost of the extension to the Palais des Nations, Geneva, amounting to
$47,706,306 8,S at 31 December 1977, has been capitalized. The original cost of

-156-

{



'ds of the

'the

rs

Paris
'eneva ,
'each of
19 to
.ed to
ed.

eneva ,

ne
bmitting
ne firm.
)f this

the extension to the Palais des Nations includes the loss on exchange of
$8~005~524 resulting from the revaluation of the balance of the loan from the
Government of Switzerland at the rate of exchange established by the Controller as
at 31 December 1977. The remaining balance of $551,045 comprises $361,510
miscellaneous income~ $171,880 excess of funds received over the cost of the
extension and $17 ~655 accounts payable. This bal.ence vdll be cleared once the
pending items have been resolved.

ESCAP·headquarters at Bangkok

Note 12. Arbitration

The general contractor for the construction of ESCAP headquarters at Bangkok
has submitted a claim against the Orga.n.ization to the International Chamber of
Commerce for tl ~OOO ,000. The Organization is of the opinion that the claim has no
sound basis; however ~ because of the uncertainty of the eventual outcome of the
dispute there might be a contingent liability against the Organization. The total
amount of the contingency including administrative charges and the projected
arbitrator's fees is estimated at $1,115,~50o

Special Account of the United Nations Emergency
Force (1956) (statement IX? schedule 9.1)

Note 13. Unpaid assessments

The status of the account is presented in statement IX~ schedule 9.l s g~v~ng

the bz-eakdown of the unpaf.d assessments which, at 31 December 1977, amounted to
$48,328,611. This includes $5,274,570 in unpaid assessed contributions which has
been recorded in a special account pursuant to resolution 3049 r (XXVII).

Note 14. Accounts payable to Member States

Claims due to Member States for goods and services rendered , for which bills
in local currencies had been received and accepted by the Organization, have been
revalued and, due to currency fluctuations, $521,744 was deducted from these
claims and recorded in the accounts for the'biennium 1976-1977 ended
31 December 1977.

Ad Hoc Account for the United Nations Operations
- in the Congo (statement )IT, schedule 11.1)

Note 15. Unpaid assessments

The unpaid assessments, as at 31 December 1911 shown on schedule 11.1,
amounting to $82,083,014, are applicable to the following years:
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United States dolla~s--.._....._........~ - -----

,
!,.<

FOri'Tard
commitments

---

14 ~OOl~ ,840
~5,o65~769
::n ~983 ~223

9 ,895 ~041~
4~4~.6 J93l
6~687~20'T a/

5.2
6.3
0.2
0.1
0.1

UNDP UlIIDP IDTFPA-----
(Millions of United States dollars)

Total

Approximate increase in 1977
~endi:tu!'e.due to chan@

in accounting ~olicy for
UIiliCiUida.ted01?.lIga£ions

1960
1961
1962
196~
1961~

~ecutinf!; a,gency

ITnited Na.tions
UJ.JIDO
UE'C'LiIJJ
ECA·

ESCAP
:EC"1A

Claims mleto Member States for r-oods and services rendered~ for which bills
in local c\.1rrencies had been receivecl and accepted by the Organization~ have been
revalued and , due to currencJrf1uctuatiolls, ~52 ~ 590 "Tas deducted from these claims
and ::.'ecorC',e1. in the accounts for the bi.enndtnn 1976u.l977 ended 31 December 19'77.

a/ .Amount transferred to a special account pursuant
to General Assembly resolution 3049 C (XXVII).

(a) The change in accountdng policy for unliquidated obligations referred to
in the technical co-opezabdon section of the sUi.1lIllary of significant accounting
policies (note 1 above) ha.s had. the effect of increasin[t, project expenditures for
1.917 by approximately $11.9 million as set out be.Iotr, Additionally, forw'ard
eo.u,.-u'tlnents against iJ1IDP and l.i1!FPA projects in respect of project budgets for 1978
and future vears amount to $21.7 million and $1. 7 million respect i vely as follmTS:

as

no

g

s

Total 11.9
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~ b) An amount of $2.9 million has been credited back to mmp by the United
Nations at 31 December 1977 in respect of savings on the liquidation of
obligations for experts and fello",,1s which had been charged against the standard
cost variance account at 31 December 1976.

(c') In some instances adequa.te funds have not been received in advance to
cover expenditures incurred for specific purpose technical co-operatdon Pl"'oj ect
trust funds. As a consequence deficit balances amounting to $2.1 million at
31 December 1977 have been incurred as summarized. below:

Project trust funds def~t balances

(United states dollars)

DIote 18. Trust Fund ~ United llations Industrial Development Orp;anizatioll

Subsequent to 31 December 1971, an amount of $0.6 million has been =received in
partial settlement of these deficit balances •

1,199,911
189~647
16,880
37,473
92:;192

31 December 1977

38,738
20,727

465~446

lh December 1975

120,031
285:J950

Total

United Nations
UHIDO
UNCTAD
ECA
ECLA

The United Nations Industrial Development Fund which became operational on
1 January 1978 received pledges in 1977 for future years amounting to $3,427,218
as at 31 December 1977. These amounts are not reflected in the financial
statements for the biennium 1976-1977. These pledges were recorded in the United
Nations Industrial Development Fund as at 1 January 1978.

.ar's )

s

. 2)

'eferred to
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ANNEX III

fJlxplanatory notes on assessed contributi~eceiv~

1. Assessed contributions receivable, as shown in the accounts for the biennium
1976·~1977, have been recorded in accordance vd th the Financial Regulations of the
United Nations and the relevant resolutions of the General Assembly. With
reference to the amounts shown as unpaid, certain Member States have indicated
that they do not intend to pay some of their assessed contributions or that such
contributions will be paid only under certain conditions.. In regard to the
foregoing~ a number of Member States have requested that attention be dra~m to
their positions (as stated by their delegations at successive sessions of the
General Assembly) ~ particularly with respect to the follovn.ng:

(a) To the extent that the amounts relate to expenditures under the United
Nations Emergency Force (1956) Special Account and the Congo Ad Hoc Account~

which in their view were illegal ,they do not consider themselves bound'} under
the provisions of Article 17 of the Charter~ to participate in those expenditures;

(b) A similar position has been taken by certain Member States for the
years 1963-1977 in respect of the estimated share of certain expenditure items
included in the United Nations regular bUdget~ such as: the Unite~ Nations bond
issue; the United Nations Commission for the Unification and Rehabilitation of
Korea and the United Nations Memorial Cemetery in Korea (prior to 1975); and the
United Nations Truce Supervision Organization in Palestine and the United Nations
Field Service (prior tc 1968); "

(c ) Certain Meillber States have also stated that they do not intend to
part.icipate in the financing of the United Nations E!nergency Force (1973), and
the United Nations Disengagement Observer Force; other States have stated th~t

they have excluded from their contributions to UNEF~ their "shares of' the expenses
which they attribute to the additional fUnctions r~sulting from the agreement of
4 September 1975 between Egypt and Israel;

(d) To the extent that amounts assessed under the regular budget relate
to their dollar shares of appropriations" for the regular prpgramme of technical""
co-operation (as provided for in part V of the budget for the years 1963 to 1973 3

in sect. 19 for 1974-1975 and in sect. 15 thereafter), Bulgaria, the"
Byelorussian Soviet Socialist Repub1ic 3 the German" Democratic Republic, the
Ukrainian Soviet Socialist Republic e~d the Union of Soviet Socialist Republics
have formally offered to contribute t;quivalentamounts in their natipnal
currencies." The amount of such deposits estimated to havebeenmade"~vailable

to the United Nations in such currencies by the Governments of" Bulgaria, the
Byelorussian Soviet Socialist Republic , the German, Democratic Republic., the
Ukrainian Soviet Soci,alist Republic and the Union of Soviet Soci~listRepublics

represents the equivalent of $189,966,$557 ,258,$491 3063 3':$2,095,652,and

$15,873,328, respectively. Of such depos"its, the equivalent in roulhes of
$1,040,500 and $3,839,500 has been accepted from the Ukrainian Soviet Socialist
Republic and the Union of Soviet Socialist Republics, respectively for the
financing of expenditures for the regular programme of technical co-operation.
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2. .As a result of the positions taken by some Member States in regard to' the
con~itions under which contributions will be made or in regard to the financing
of certain regular budget items, notably the bond issue, it is estimated that as
at 31 December 1977 a cumulative total of $57.7 million has been withheld from
the payments of 18 Member States. This estimate, which consists of *8.8 million
for the biennitun 1976,-1977 and $48.9 million for prior years, includes
$14.3 million in deposits in non~convertible national currencies. In the
foregoing connexion, it should be noted that the estimate of $57.7 million is
included in the total 'of $75.1 million in statement III under assessed contributions
outstanding as at 31 December 1977.

3. SimilarIJr! as a consequence of the position taken by certain Member States,
as outlined above, these States have not participated in the financing of UNEF
(1973) and of UNDOF to the extent of an estimated $35.6 million. The estimate is
l)ased on the apportioned shares of the States concerned in respect of
'a.ppropriationsapproved by the General Assembly from the inception of UNEF i~

1973 to 24 October 1978 and from the inception of UNDOF in 1974 to 31 May 1978,
and has been pro-rated to 31 December 1977 for the purpose of the financial '
statements for the biennium 1976-1977.

4. The assessed contributions receivable sh01in in statement III excludes
$16.6 million in unpaid assessed contributions for Ch~na that, under General
Assembly resolution 3049 C (XXVII) of 19 December 1972~ have been transferred to
a special acco'~t.
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ANNEX VIII

Titles of paIts, sections and programmes of th~ United nations regul§r budge.iappropriation~ (statement I and schedules 1.1..2 1.2 2 1.3 2 1.4 and annex VII)

PART I. OVER··ALL POLICY-MAKING ~ DIRECTION AND CO-ORDINATIQIlT

Section 1. Over-all ;eolicy-makillg 2 direction and co-ordination

Programme 01 Policy-~wcing organs
05 Regular sessions of the General _~ssembly
11 Executive direction and management

PART II. POLITICAL AND PEACE-KEEPING ACTIVITIES

Section 2. Political and Security Council aff~:il:s; peace-'k~eping activities
Programme 01 Policy-making organs

03 Special meetings and conferences
11 Executive direction and management
12 Department of Political and Security Council Affairs13 Special missions
14 Decolonization - Special missions
22 Assistance to refugees

PART Ill. POLITICAL ~ TRUSTEESHIP .AND DECOLONIZATION ACTIVITIES

Section 3. Political affairs 2 trusteeship and decolonizati<.)n activities
Programme 01 Policy-making organs

11 Executive direction ~~d management
14 Department of Political Affairs~ Trusteeship and Decolonization15 Namibia
16 Other special African questions

PART IV. ECONOMIC ~ SOCIAL AND HUMANITARIAN ACTIVITIES

§ection 4. POlicY-nuMting organs (ecoAomic and social activitie~)

Programme 01 General policy-making organs:
Economic and Social Council
Committee f.or Programme and Co-ordination
Committee on Review and Appraisal
Administrative Committee on Co-ordination

03 Special meetings and conferences
24 Development planning~ projections and pOlicies:

Commdttee for Development Planning
Conference on Technical Co-operation among

Developing Countries
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27 Environme~t:

Conference on Desertification
28 Human rights:

Commission on the Status of Women
46 Natural resources:

Committee on Natural Resources
48 Population:

Population Commission
49 Transnational corporations:

Commission on Transnational Corporations
52 Science and technology:

Advisory Committee on the Application of Science and
Technology to Development

Committee on Science and Technology for Development
Conference on Science and Technology

53 Social development:
Commission for Social Development
Committee on Crime Prevention and Control

54 Sta.tistics:
Statistical Commission

Section 2A. Department of Economic and Social Affairs

Programme 11 Executive direction and. management
24 Development planning, projections and policies
26 Education and training
28 Human rights
29 Human settlements
46 Natural resources, energy and transport
47 Ocean economics and technology
48 Population
50 Public administration and finance
52 Science and technology . .
53 Social development and h~anitarian affairs
54 Statistics
79 Technical co-operation
80 Administration andcommo~ services
89 Overhead Re-programming Reserve Fund

Section 5!. Transnational corporations

, Programme 49 Transnational. corporations

~ction 6. Economic Commission for Europe

Programme 11 Executive direction and management
21 AgricultUre aIld forest proQ.ucts .
24 DeveloPJJlen'tplanning, projections~d pOlicies
27 Environment '.' .
29 Huma.n;sett1eme11-ts..
33 In~ustrial develo~~nt
34 Interna.tiona1.trade
46 Natura1re'sources'
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52 Science and technology
54 Statistics
55 Transport
65 Energy
80 Administration and common services

Section 7. Economic and Social Commission for Asia and the Pacific

Programme 01 Sessions of the Commission
11 Executive direction and management
21 Agriculture
24 Development planning~ projections and policies
27 Environment
29 Human settlements
33 Industrial development
34 International trade
46 Natural resources
48 Population
50 Public administration
52 Science and technology
53 Social development
54 Statistics
55 Transport communications
70 Information services
71 Conference services
78 Library
79 ~funagement of technical co-operation
80 Administration and common services
83 Financial services
84 Personnel services

Section 8. Economic Commission for Latin ·America

Programme 01 Sessions of the Commission
11 Executive direction and management
21 Agriculture 9 forestry and fisheries
24 General economic development
27 Environment
33 Industrial development
34 International trade
46 Natural resources
52 Science and technology
53 Social development
54 Statistics
55 Transport
66 Tourism
70 Information services
71 Conference services·
78 Library
79 Management of technical co-operation
80 Administration and common services
82 Electronic data processing
83 Fin&1cial services
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84 Personnel services
87 General services

Section 9. Economic Commission for Africa.

Programme Ol Sessions of the Commission
II Executive direction and management
2l Agriculture 9 forestry- and fisheries
24 Development planning ~ projections and policies
26 Education and tra.ining
27 Environment
29 Human settlements
33 Industrial development
34 International trade
44 Labour, management and employment
46 Natur~~ resou.rCe;tS
48 Popula.tion
50 PUblic administration
5l Public finance
52 Science and technology
53 Social development
54 Statistics
55 Transport and communications
65 Energy
66 Tourism
70 Information services
71 Conference services
78 Library-
79 Management of technical co-operation
80 Administration and common services
83 Financial services
84 Personnel services
87 General services

Section 1.0. Economic Commission for Western Asia. .

Programme O~ sessi.ons of th~ Commission
11 Executive dire~tionandmanagement
21. Agriculture, forestry- and fisheries
24 Development planning, projections and po1.icies
29 Human settlements
33 Industrial activities
34 International trade
46 Natural resources
48 Popula.tion
.5l . PUblic ·f:i,nance
52 Science and technology
53 Social. development
55 Transpqrt, communica.tions and tourism
70' Information services
11 Conference services
18 Library

'19 Management of technical co-operation
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Section 11.

Programme

Section 12.

80 Administration and common services
83 Financial services
84 Personnel services
87 General services

United ~rations Conference on Trade and Development

01 Policy-making organs
11 Executive direction and management
35 Economic research and statistical analysis
36 Trade expansion and economic integration (including trade

facilitation)
37 Trade in commodities
38 Trade in manufactures
39 Trade with socialist countries
40 Financing relating to trade (including New York Liaison Office)
41 Insurance
42 Transfer of technology
43 Shipping
64 Trade promotion (UNCTAD share in International Trade Centre)
70 Information services
71 Conference services
78 Library
79 Management of technical co-operation
80 Administration and common services
81 Administration ~ management and general services
87 General services

United Nations Industrial Development Organiza.tion

Programme 01 Policy-making organs
03 Special meetings and conferences
11 Executive direction and management
30 Policy co-ordination
31 Industrial operations
62 Industrial studies
70 Industrial Development Board·secretariat~ intergovernmental

organizations and public information
71 Conference services
80 Administrative services

Section 13. United Nations Environment Programme

Programme 01 Sessions of the Governing Council
03 Special meetings and conferences:

United NatiQns Conference on Human Settlements (HABITAT)
11 Executive direction and management
27 Environment
70 Information services
71 Conference services
78 Library services
80 Administration and common services
83 Financial services
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84 Personnel services
87 General services
91 Construction

S~ction ~!t... InternationaJ. Narcotics Control

Programme 01 Policy-making'organs
11 Executive direction and management
45 Narcotic drug control - Division of Narcotic Drugs

Section..!2.. Regular programme of technical co-operation

Progra.nune 24 General economic development
28 Human rights
29 Human settlements
33 Industrial development
34 Trade promotion
45 Ifarcotic drug control
46 Na.tural resources
50 Public administration
51 Public finance and financial institutions
53 Social development
54 Statistics
55 Transport
66 Tourism
80 Administration and common services

Section 16. Office of the United Nations High Commissioner for Refug~es

Programme 01 Sessions of the Executive Committee
11 Executive direction and management
56 Pro~ection and assistance to refugees
70 Informa:tion services
80 Administration and common services .

Section 17. Office of the United :r.!e.tions Disaster Relief Co-ordinator

Programme 11 Executive direction and JIlanagement
25 Disaster.relief
80 Administr.a.tion and common services

PP.RT V. HUMAN RIGHTS

Section~. Huma.n Ri~t:!..

Programme 01 Policy~ma.king organs
11 Executive direction and mana.gement
28 Human rights
80 Administration and common services
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PART VI. INTERNATIONAL COURT OF JUSTICE

Section 19. International Court of Justice

Programme 18
80

International Court of Justice
Administration and common services

lator-

PART VII. LEGAL ACTIVITIES

Section 20. Legal activities

Programme 01 Policy-making organs
03 Special meetings and conferences
11 Executive 'iirection and management
19 Office of Legal Affairs

PART VIII. COMMON SERVICES

Section 21. Office of Public Information

Programme 11 Executive direction and management
28 Human rights
70 Information services
80 Administration and common services

Section 22. Administration 9 management and general services

Programme 11 Executive direction and management
79 Fellowship Unit, Geneva.
81 Administration, management and general services
82 Electronic Data Processing and Information Systems Service
83 Financial services
84 Personne~ services (excluding Technical Co-operation

Recruitment Service and staff training)
85 Staff training activities
86 Technical Co-operation Recruitment Service
87 General services
89 Miscellaneous expenses

Section 23. Conference and library services

Programme 11 EAecutive direction and management
72 Translation services
73 Interpretation and meetings sGrvices
74 Editorial and official records services
75 Publishing services
78 Library sernces
80 Departmental administration

PART IX. SPECIAL EXPENSES

Section 24. United Nations bond issue

Programme 94 United Nations bond issue

-1.81-



I

P.ART X. STAFF ASSESSMENT

Section 2~. Staff assessment

Progre.rmlle:i5 Staff a.ssessment

PA"RT XI. CAPITAL EXPENDITURES'

Section 26. Construction? a.lteration .. ill\l?rovement and ~or maintenance of'
12remises_

Progranune 91 Construction
92 Altera.tion snd improvement
93 Hajor maintenance
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IV. REPORT OF THE BOARD OF AUDITORS

Introduction

1. As required by General Assembly resolution :r4 (I), th(~ Board of Audi-tors hasaudi-ted the accounts of the United Nations, including the trust f'unds and specialaccounts administered by and for the United Nations for the biennium 1976-1977 ended31 December 1977.

2. The examination was made in accordance with article XII of' the FinancialRegulations of the United Nations and the annex thereto and with the common auditingstandards adopted by the Panel of External Auditors of the United Nations andSpecialized Agencies. The examination was conducted at United ~rations Headquartersin New York and a-t the United Nations Office at Geneva. In addition, examinationswere carried out at the headquarters of specific entities located in Santiago,Beirut, Bangkok, Addis Ababa, Vienna and The Hague; and at field offices located inMexico Ci-ty, Ismailia, Jerusalem, Damascus, ~Yicosia and Rawalpindi.

3. The Board adopted a number of procedures during the biennium to give moresubstance to the principle of joint and several responsibility as described in theBoard's terms of reference in paragraph 1 of the annex to the FinancialRegulations. Among these was the formation in 1976 of the Audit Opera-tionsCommittee consisting of the Directo~s of External Audit from the three membercountries under the chairmanship of a Director-General, made available by one membercountry with the full concurrence of the other members. This has made possible afully inte:gr~.;ted approach, both in terms of the joint development of audit plansand programmes and in the composition of audit teams from the three membercountries.

4. The most significant development in the last two years has been the move awayfrom :..L detailed checking of individual transactions to an evaluation of therelative strengths and weaknesses of the systems of financial control. This shiftin emphasis from transaction-based to systems-based auditing is in accordance 'tri.-thgenerally accepted auditing standards adhered to by leading bo.dies of professionalaccountants. In essence, a systems-based audit involves examination of theprincipal elements comprising the financial management and control system,including:

(a) The organization of the financial control f'unction, with particularreference to the most appropriate assignment and segregation of duties andresponsibilities to ensure the integrity and accuracy of the transactions and theadequacy of measures to protect against potential fraud. The technica.l and otherqualifications of the staff assigned to these responsibilities are also aconsideration;

(b) The methods of recording and processing accounting transactions withparticular reference to the means of ensuring their validity, as well as the degreeof efficiency and economy with which the system is operated;

. -189-
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(c) The nature, timeliness, quality and appropriateness of the financial
information produced by the system for incorporation in the periodic financial
statements submitted to the governing body and for the use of manage:.nent at all
levels in directing the execution of approved programmes;

(d) The adequacy and 8p:propriateness of guidelines concerning financial
pOlicies and practices, manuals of instruction concerning the operation of the
system, the means by which such guidelines and instructions are promulgated
throughout the Organization, and the degree of adherence to them.

5. In addition to examining financial systems to assess their adequacy, a systems
based audit involves'testing them to determine the significance of any weaknesses,
reporting to the Administration, and following up on actions taken to remedy any
deficiencies. The Board plans to follow up on recommendations contained in this and
future reports as an integral part of this new audit approach.

6. These developments have resulted in a revised method of reporting the results
of specific audits, and in this connexion , over 50 management letters containing our
specific observations and more detailed recommendations have been issued to the
appropriate authorities. This has provided a continuous dialogue with the
Administration on problems and concerns as they arose. We have also continued the
development of an audit manual specifically for use in the United Nations system,
and have provided for the training and development of audit staffs of the three
members in the systems-based. audit approach through seminars and on-the-job training.

7. The Board of Auditors considers that a good start has been made during the
biennium 1976-1977 toward organizing its work more effectively, modernizing its
procedures, and adapting its' professional practices to the g~eatl:'l expanded and
more comp1e:x: requirements of :the United Nations. Although the concentration 'has
been on the United Nations at Headquarters in New York and at the Office at Geneva,
our audit work has been extended to more field offices than heretofore and will be
extended in the future to the other areas for which the Board has audit
responsibility. This is in keeping with the new audit approach which requires
examination 01' the total system.'

8.We have structured our report on the basis of issues rather than along
organizational lines as in the past, and have incorporated the reaction of the
Administration as appropriate.

Evaluation of financial management and control

9. During the biennium, the Board conducbed-en in-depth evaluation of the systems
of financial management and control at United·Nations Headquarters and the United
Nations Office at Geneva.. In July of 1977, the Board issued a special report to
the Administratio~, obtained the Administration's responses to it, and incorporated
them in the special report which was then distributed to the Advisory Committee on
Administrative and Budgetary Questions. The responses of the Administration
contained in the report were positive and constructive. A copy of the special
report .is .attached. as an. annex. It is an integral part of this report.

10. On 11 October 1977,: the Board, together with members of. the Administration, met
with the Advisory Committee so that Committee members could obtain further
information on the findings, recommendations and administrative action plans set out
in the report.
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11. At this meeting ~ the Board emphasized its concern that the high degree ofdecentralization of programme management, which had become essential because of thegrowth in activities and financial resources administered, had not been accompaniedby central procedures capable of coping adequately 'tnth this decentralization andgrowth.

12. Four particular concerns, which led to :many of the recommendations in thespecial report, ",rere stressed by the Chairman of the Board in his opening remarks .to the Advisory Committee. He said that:

(a) There is lack of general acceptance of the Controlleris responsibility toprovide central leadership, guidance and direction to the financial function;

(b) Systems of financial reporting do not establish and. maintain theaccountability of managers;

(c) Accounting and internal control systems do not fully meet expanded serviceand control needs;

(d) The potential of the Internal Audit Service is not sufficiently utilizedin monitoring the effectiveness of financial systems.

13. The Administration stated that the Board's diagnosis was valid~ that aprescription was now needed to effect the necessary cures, and that it was up to theAdministration to state what additional resources were needed for this purpose.

14. The Administration acted by submitting revised estimates to the proposedprogramme budget for the biennium 1978-1979 as reflected in document A/c.5/32/66.Regrettably, no decision regarding these revised estimates was taken at thethirty-second session of the General Assembly and the matter was deferred to thethirty-third session.

15. Prompt action is needed by the General Assembly for the Administration to acteffectively on the principal recommendations contained in the special report. Asreported below, action has already been taken on some of the recommendations butfull implementation of the most important recommendations cannot be pursued at asatisfactory rate, or even at all in some cases, unless the Administration has thenecessary resources. Based on our work during this bfenndum, we conclude that thepresent financial systems are no longer able to cope adequatelY with the continuinggrowth~ complexity and diversity of the highly decentralized operations of theUnited Nations, and greater action to remedy deficiencies is urgently needed.

16. The initial evaluatit,n of the systems of financial administration produced atotal of 19 recommendations presented below in their'entirety. Theserecommendations relate to six main areas, namely: the organization of the financialfunction; budgetary control ~ accounting systems) control of expenditures; control ofassets and revenues; and internal audit. The paragraph numbers in parenthesesrelate to their position in the special report which forms the annex hereto:.
Organization of the financial function

(22.) The Controller should be in a position to provide functional leadership~guidance and central direction on all financial 'functions, including:
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(a) Giving guidance .on 9 reviewing and approving all financial and
financially-related systems including those in Headquarters and in offices aw~

fl'om Headquarters;

(b) Becoming directly involved in appointments, professional development
and appraisals of all financial officers and persons performing sigr.ificant
financial duties.

(29.) A comprehensive financial manual should be developed, setting out the
financial management and control pOlicies, responsibilities and procedures of
the United NatiQns.

(37. ) There should be in the Office of Financial Services, reporting to the
Controller, a senior financial officer with the undivided time and appropriate
skills, knowledge, responsibilities, authority:- experience and staff resources
to devote to developing, designing, installing and evaluating financial
management and control systems.

Budgetary control

(46.) The system of budget preparation and review should be revised to:

(a) Provide analysis of total costs by sUbprogramme to support the
narrative information in the programme budget;

(b). Identify outputs· of each subprogramme, wherever feasible;

( e') Ensure that centralized preparation systems do not diminish the
accountability of managers; ,

(d) Improve systems for computing standard costs;

(e) Include extrabudgetary revenues and expenditures.

(50. ) The first performance report should be r~st~icted to providing for new
programme elements, significant changes to existing ones'; and material
adjustments for inflation and currency fluctuations so that in the second
performance report actual expenditures are compared with the programme budget,
based on a full analysis of all reasons for changes in financial requirements
over the entirebienniUl1i.. '

(55.) Allotment control should be made more effective by:

(a) DistinguiShing between: :allotments which require prior approval of the
Budget Division before they may be exceeded ·andsuba,llotments where the
progrmfunemanager i-s perJilitted flexibility in redeploying resources within the
allotment;· .

(b) Enforcing existing procedures once allotments are appropriately
revised.

(61.) Emphasis shoUld be directed towards developing effective systems for
monitoring 'budget execution having as 'a minimum:
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(b) Detailed operational budgets -or costs and operations performed bytime period;.
(c) Accounting systems capable of' allocating costs ~ including personnel;costs, by programme element;

(d) Systems for assembling quantitative or qualitative data indicativeof performance;

(e) Timely preparation and distribution of financial reports;

(f') Regular analysis of variances between approved plans and actualresults;

(g) Exception reports for senior management;

(h) Appropriate integration and consolidation to satisfy the central .review needs of Headquarters.

Accounting systems

(68.) The central accounting systems should be further improved based onagreed objectives giving particular consideration to the need for:

(a) Ef'fective monitoring of budget execution;

(b) Integration, whenever possible, of aJ.l decentralized accountingsystems ;

(c) Ef'ficient and accurate control of input.

(72.) Internal controls within the payroll system should be strengthened toensure the completeness, accuracy, validity and integrity of p8\Vroll records;and documentation of the system should be completed, including documentationof processes within the computer.

(76.) Accounting for Offices away from Headquarters and interorganizationtransactions should be improved by:

(a) Greater standardization of documents used for reporting onactivities of offices away from. Headquarters;

(b) More prompt clearing of outstanding IOVs;

(c) Integration ~f the interfund clearing account system at the UnitedNations Office at Geneva with the main IOV system•

(79. ) The Controller should ensure that controls over all computer operationsaffecting financial records are adequate.

. -193-

",



y

[lS

Control of e~enditure~

(83.) An effective and reliable method of delegating~ communicating, and
ensuring adherence to a comprehensive set of financial authorities should
be developed giving particular consideration to:

(a) Assigning certifYing authority to programme managers or to persons
reporting directly to them;

(b) Establishing guidelines as to the roles ~ qualifications, reporting
relationships and minimum. staff classifications of persons to be designated
as certifYing and approving officers or their alternates;

(c) Clarifying the functions to be performed by each t;ype of authorized
officer on each type of transaction and the limits of authority regarding the
nature of the transactions, the amount or the account to be charged, as
applicable;

(d) Ensuring that the method of delegating authorities facilitates
Checking by those responsible for recognizing authorized signatures.

(89.) Principles for effective internal control shoul.d be communicated to
all involved in the financial function so that they are incorporated, wherever
possible, in the financial and financially-.related systems.

(92.) InternaJ controls over purchased goods and services should be zevi.ewed
and the procedures of the various units involved integrated.

(96.) The systems for cheque preparation and issue should be improved by:

(a) Making batch control procedures more effective over vouchers
forwarded for approval. and over approved vouchers fOrioTarded for cheque
preparation;

(b) Ensuring there is an appropriate segregation of duties;

(c) Integrating cheque issue with entries in the central. accounting
systems.

Control of assets and revenues

(100. ) An integrated cash. management and short-term investment- system should
be developed providing for an appropriate degree of co-orClination among all
United Nations offices and an independent monitoring of over-all cash
m~agement and investment activities.

(104.) Control over expendable . and non-expendable property' should be enhanced
by:

(a) Using control accounts within the accounting records to ensure an
independent accounting control over property records;

(b) Involving officers and other,s independent of the custodians of
assets in physical stock-takings.
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uoa.) United Nations Headquarters and the United Nations DevelopmentProgramme could improve the handling and accoun'tdng for contributions by:

(a) Applying procedures for identifying and reporting contributionsnot made directly to Headquarters;

(b) Formal.izing procedures for reconciling manual. records tocomputerized reports on unpaid pledges including a supervisory revie'tr toensure their continued and timely performB.Qce.

Internal audit

(113.) Financial audit should be improved by:

(a) Ensuring the audit scope satisfies management's needs;

(b) Examining and evaluating systems of internal controls;

(c) Documenting audit policies and procedures;

(d) Establishing progr~s for professional development, training andcareer planning of audit staff.

Action by the Administration on recommendations

17. In addition to performing detailed audit procedures to confirm the findingsdescribed in the special report, the actions taken by the Administration on therecommendations were reviewed.

18. Progress was limited because of the lack of General Assembly action on theAdministration's request for resources, but the foll01ving significant improvementswere made:

(a) The 1978-1979 programme budget provides improved disclosure and betterlinks with the medium-term plan.

(b) The payroll system has been better documented and controls overmodifications to this and other computerized accounting systemS have beem improved.

( c ) Some programme managers have been given greater financial authority,and the Financial Rules have been revised to clarify the responsibilities of thosegranted financial authority to approve or certify expenditures.

(d) Under its new leadership, steps have been 'taken to improve the skills ofthe Internal Audit staff and to better utilize them through improved planning ofwork to be done.

In accordance with our new practices , we will continue to report progress inimplementing our recommendations.

-195-



...
IS

and

19B
Le

le
lents

er

oved.

nose

s of
of

~~~..9~rvat5.ons

19. Since the pr~sentation of these recommendations in the special report, the
syste:lJl;~ at United Nations Headquarters and the United Nations Office at Geneva, as
~velJ. as at a number of' other loca.tions, were tested to further substantiate our
findings and to determine the significance of "'1eaknesses found. This detailed
audit \>lork revealed a number of instances where budgetary authority is unclear 3

allotment control is ineffective, and financial systems fail to establish and
measure the accountability of managers.

20. In 1972, the General Assembly adopted the concept of an integrated system of
planning, programming and budgetinA; to aid in the process of establishing
:fl!'iorities, allocating r-eaources to approved activities) executdrig the activities
as planned, and monitoring the results achieved and resources used. Monitoring
is particularly ilUport:mt because it provides necessary information for improved
future planning, for developing and assessing new plans and for measuring the
performance of managers.

2L Major improvements have occurred in classifying financial information for
planning purposes and developing detailed 'programme budgets to allocate available
resources to the approved activities, thereby clearly reflecting the intent of the
General Assembly. The planning and budget exercise has been most successful in
allocating available resources from a centra~ vie1vpoint and obtaining additional
resources from a departmentaJ. viewpoint. Less success has been achieved in
providing the foundation for managing and controlling the use of financial
resources.

22. ,Our audit revealed numerous instances of significant differences bebween
a.ctual IU..Tlds requested by programme managers and the final appropriations (including
bothbverages and shortfalls) for lJ'hich· neither the programme managers nor the
central. authorities were able to provide explanations. Some examples are:

(a) Appro]?riations approved for the United Nations Truce Supervision
Organization (UIfrSO) were approximately $900,000 more, tJ;1an should have resulted
:from the adjustments recommended by the Advisory Committee and the Fifth Committee.
No e:tq;>lana:tion of' tl1isdffference was provided to UNTSO and accordingly work
programmes were nofimodified.

(b) The original budget request for established posts by the Department of
Conference Services, United Natiorts Headquarters, was reduced by $886,000 without
any documented explanation. Hork plans were not appropriately revised to
accommodate the reduction.

Cc) unexplained increases from the amounts included in the proposed programme
budge't to the :final budges appropria.tions \V·ere identified for two programmes of
the Economic Commission :for Latin America (ECLA). Although the amounts involved
axe not large, this is of particular concern considering -the Advisory CommitteeVs
recommendation :for reductions in the budget estimates of these ECLAprogramIiJ.e·s.

·23. Ji~lotment controls are intended to ensure that expenditures do not exceed
approved appropriations and are spent toX' the purposes tor which the reJ.. Jvant
a11.otment vTas issued. Prior to the adoption of programme budgeting, control was
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oriented tow'ards objects of expenditure, that is, "'i'1hat the money was to be spenton ~ and there was little to indicRte why resources w'ere needed or what was to beachieved. Present financial control systems are still oriented along the linesof objects of expenditure, thereby not realizing the full benefits of programmebudgetri.ng,

24. AlthOUgh a great deal of' effort is devoted to the allotment system, and greatemphasis is placed on its val.ue , our audit identified numerous instances whereallotments were exceeded, total appropriations to individual programmes wereexceeded , and the total appropriations for individual sections of the regularbudget ivere exceeded. We are concerned tha:t the allotment system is not providingeffective control because in most instances little, if any, follow-up action hasbeen initiated. As a result, i-re I'rere unable to obtain satisfactory explanationsfor the causes behind the variances. Nany of these overexpenditures have beeneliminated in the financial statements by ex post facto transfers of appropriationsbetween sections and undocumented transfers betrveen allotments. Our concern,however, is that these transfers have taken place after control had been brokenin the first instance. The following are among the more significant findings:

(a) Expenditures amounted to approximately $10.5 million for one UNIDOprogramme whereas allotments issued amounted to only $9.4 million. .Anoverexpenditure involving more than $1.1 million in llestablished posts" was onlypartially covered by additional resources requested thrOUgh the second performancereport exercise (approximately $600,000). Since total expenditures for UNIDO inthe regular budget exceeded the total revised appropriations at the end of thebiennium, the excess was arbitrarily charged to overhead.

(b) Expenditure at the Economic Col!JIlli.ssion for Africa (ECA) exceededallotments by approximately $900,000 for the biennium without the required priorwritten approval. At the tmme of our interim examination as of 31 July 1977,expenditures of approximately $4 million had been charged to specific accountsother than those for which the related allotments had been issued.

(c) The accounts of U:rrCTAD~ after reflecting additional funds and transfersapproved in the final performance report, exceeded appropriations for 6 of its19 programmes; further, allotments for UNCTAD in total were exceeded in 7 of 11objects of expenditure.

(d) Allotments for the Office of Personnel Services were. exceeded withoutthe required written approvals and vrithout satisfactory investigation of thecauses. This occurred throughout the biennium, and amounted to an overexpenditureof approximately *124,000 at 31 December 1977.

25. The follovring situations are symptomatic of financial systems i'1hic11 do notreadily establish or maintain the accountability of programme managers:

(a) The Director of' the Publishing Division of the Department of ConferenceServices at United Nations Headquarters is accountable for expenditures forprinting supplies and materials and as such is required to certify the availabilityof' funds for~these items; nevertheless he is not provided with adequate monthlyinformation to be used for the commitment of funds and the monitoring of actualperformance. In April 1977, a contract to supplY paper ~'1as negotiated whichultimately resulted in an overexpenditure of approximately $290,000 andnecessitated amending the contract in December s in order to reduce the'
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overexpenditure. This initial overexpenditure and the delay in taking corrective

action are indicative of the fact that the financial system does not readily

provide adequate accurate information on a sufficiently timely basis to hold

managers accountable for their actions.

(b) Some expenditures for one UNCTAD programme were incurred in New York

while others were incurred at G~neva. A misunderstanding of responsibilities for

monitoring the total programme resulted in an overexpenditure of approximately

$340,000 of which $250,000 had been charged to accounts for Which no allotments

had been issued.

(c) Differences in opinion between UNCTAD and the Division of Conference

Services at Geneva on the manner'of accounting for conference servicing costs

resulted in an unencumbered balance of approximately $2.4 million for one UNCTAD

programme, and Conference Services exceeding its appropriation by a similar

amount. Existing control systems are such that they have not clarified whether

the appropriation approved for the UNCTAD programme was overbudgeted or

undercharged, and thus it is not clear who should be held accountable.

26. These examples are by no means all-inclusive; but they serve to illustrate

that present financiaJ. systems, and in particular, the present process of

monitoring budget execution, are a cause for ::.,arious concern. There has been a

continuing dialogue with the Administration on the specifics of these examples and

we are satisfied that appropriate measures are being taken with respect to t4e

individual cases. The significance and frequency of the examples, however , leads

us to focus on the systems that allow them to occur rather than on the specific

points identi fied.

General trust funds

27. .An audit was conducted of eight general trust funds which included an in-depth

examination of the!.r· administrative and financial 'controls.

28. The need to define extrabudgetary funds and to deveiop more precise guidelines

and Pl.'Ocedures for the administra1don and financial control of such funds has long

been recqgnized by the Administration and other affilia.ted bodies within the

United Nations system. After several years of study, the Consultative Committee

on Administrative Qu,estions approved inN:ovember J.977. a, definition of trust funds

and other special accounts. 'In addition, the Administration is in the process of

• reviering, _revising and expanding the present administrative arrangements for the

management of trust funds.

29~ Our audit revealed that the lack of clear and precil:'e definitions, guidelines

and pzoeedures has createdseri'ouS deficiencies in the management and control of

general tr-ustfunds~ This is borne out by:

(a) Inconsistencies l.n the administration an,d il-nancialreporting of funds;

(b) 'Inadequacies incommunicat~QP.of information which resulted in the

inaccurate l'ec()rdingof finanCial transactions ; ,

(e) Inefficiencies in the exercise of financial controls, most notably the

fact that periodic financial review-sof the funds are not being carried out on a

systematic or timely basis.
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30. The examples \vhich are described in paragraphs 31 to 34 illustrate certainunsatisfactory administrative and financial reporting practices. ft~though theexamples relate to. find:i,ng~ from the in-depth review of the eight funds, we areconcerned that they may be representative 6T'si1l1ilar-situations prevailing in theother trust funds.

31. Contrary to financial regulation 7.3, i'1hich provides that voluntarycontributions "accepted for purposes s.pecified by the donor shall be treated astrust funds or special accounts", a number of funds v1ere recorded as suspenseaccounts in the General Fund at 31 December 1977, rather than being establishedas specific trust funds. For example: '

(a) An amount of ~;238 ,625 representing the unexpended balance of voluntarycontributions received by the Latin American Institute for Economic and SocialPlanning from Latin American Governments and other sources tc SUbsidize itsoperations;

(b) An amount of $1~108s425 representing voluntary contributions fromGovernments for the establishment of the International Research and TrainingInstitute for the Advancement of Women;

(c) Amounts of $237,824 and $95,950 relating to voluntary contributions fromhost Governments for conferences held in their countries in 1977.

Af3 a result of this accounting, investment income is being credited to the GeneralFund as miscellaneous income, rather than being credited to the trust fundconcerned.

32. There are no formal procedures for the disposition of residual funds, exceptthat in most instances the Office of Legal Affairs is consulted about the legalaspects before the funds are disbursed. However, there are no procedures whichprovide for consulting vTith donors, if appropriate, prior to -their disposition,for reporting such matters to the Secretary-General and other appropriateauthorities, or for estaolishing minimum time-frames for the disposition of suchfunds. For example:

(a) The United Nations Special Emergency Operation Trust Fund was establishedby the Secretary-General in May 1974 "to provide timely relief to the most seriouslyaffected developing countries, ••• with the aim of maintaining unimpaired essentialimports for the duration of the coming twelve months 11. 8/ As a· result of a timelag between the receipt of funds and their disbursement:- some $19 million ofinvestment income has been earned on the Fund since 1974. In July 1976, an opinionwas obtained from the Office of Legal Affairs concerning the purposes for v1hichthese funds could be '.:sed. As of 31 December 1977, approximately $17 million ofthe investment income had not yet been disbursed or allocated. The Administrationhas said that, in accordance with the legal opinion obtained, the funds ivill beused for economic relief purposes, the specifics of which are yet to be determined.

(b) By General Assembly' decision (31/413) of 16 December 1976, out ofunutilized contributions to the United Nations S~ecial Fund two amounts of$10 million each were released to the donor Governments for contrib'U.tion to a

8/ General Assembly resolution 3202 (S-VI), sect. 10, para. 2.
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specialized agency, In the absence of specific agreements, ir.terest earned of
$1.7 million on the investment of both of these contributions has remained in the
Special Fund.

( c) The Trust Fund for Arabic Language Services 'tvas created for a three-year
perdod whi.ch ended 31 December 1976•. Procedures have not been initiated for the
disposition of' the unexpended bal.ance of $1. 3 million.

(d) The United Nations Special Relief Office in Bangladesh which ceased
operations in :March 1974 has remained open because of pending legaJ. claims. Our
revie't'i indicated that little concerted action appeared to have been taken to clear
many of the long-outstanding balances, and to reflect in the accounts the current
actions and recommendations of theO:ffice of Legal Affairs. For instance, prior
to finalization of the 1977 accounts, unliquidated obligations included an amount
of $1.3 million representing possible pending legal claims. In September 1977,
the Office of Legal Aff8.irs advised that the reserve was no longer needed. As a
direct result of' our inquiries, appropriate' action has been taken to liquida.te the
unrequired amounts.

33. Procedures for recognizing and recording pledges are inadequate. For example:

(a) In our 1975 report, we reported that subaequenf to the closing of the
accounts for the biennium 1974-1975, one Government notified the United Nations
that, regarding its pledge of $26,640,000 to the United Nations Special Emergency
Operation, it would like to transfer $16,640,000 of that pledge to the United
Nations Special Fund; the transfer was properly made in the accounts in 1976.
However, in the current biennium, it further evolved that of the $16,640,000
pledged to the Special Fund (and contributed in May 1976) the Government requested
that $5 million of that amount be paid to another Member State. As further '
investigat.ion by the Administration determined that the payment was to be for
settlement of an obligation under a private agreement between the two countries,
legal advice was requested concerning theaisposition and' recording of the funds.
The Office of Legal Affairs advised that the $5 million contribution 'was not
acceptable under financial regulation 7~2 vThich provides that volun+.ary
contirdbucLons "may be accepted •.• provided that the purposes for wuich the
c.ontr-ibutions are made are consistent with the policies ~ aims and activities, of
the Organization ll

• However, at the time of our examination, the Office of
Financial Services had not taken account qfthe legal aspects of this transaction
and hence had recognized the contribution and payment in the accounts of the

. United Nations Special Fund. As a result of the Board's inquiries appropriate
corrective action has since been taken.

(b) The Economic. Commission for Africa, which is responsible for administering
the Trust Fund for Africa, incorrectly recorded apl.ed.gefor futUre years amounting
to $430,000 on the basis of 'a.nagreement· bearing no evidence of heing a firm
commitment duly signed by the donor. As a result of the Board's inquiries, the
entry was reversed in the final financial statements. '

(c) Our review offiles><in the Contributions Section of the'Treasury Division
pertaining to the funds audited revealed that not all pledges for future years had
:hl;,:il reported to the Accounts Division and a.lia result, they had not been properly
1~~orded in the 1976-1977 acco~,ts. Corrective entries in excess of $500,000 had
to be made in the aecounbs ,
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34. There are inconsistencies in :fillancial reporting practices. For instance:

(a) Administrative support costs are charged to trust funds on the basis ofactual expenditures incurred, on a percentage basis, and. sometimes not at a.11..

(b) ~'1}}e United Nations Special Emergency Operation Trust Fund contained acontribution in kind from a donor country valued at $3.2 million; a pledge to theUNIDO General Trust Fund for a contribution in kind of $35,000 was not recorded.

35. There is an immedia~e need to implement clear and precise administrativeguidelines and procedures for the establishment and management of general trustfunds. Priority should be given to:

(a) Reviewing all existing funds to ensure that all funds are properlyclassi:fied and recorded;

(b) Revising financial and administrative practices in accordance withcurrent instructions or, if not, making appropriate amendments;

(c) Ensuring that aJ.l individuals involved in the administration andaccounting for trust funds, including those in offices awag from Headquarters,are made clearly aware of their specific responsibilities;

(d) Reviewing the adequacy of present procedures for initiation, processingand recording financial transactions;

(e) Developing written guidelines and, if appropriate, standard: forms forthe processing of such transactions.

Jechnical co-operation accounts

36. An audit was conducted of the technical co-operation accounts lvhich includeda reviei" of the work carried out by the Internal Audit Service. We are concernedthat the area of technic~ co-operation, which comprises such a large part ofUnited Nations operations, is not subject to tighter control.

37. Our examination revealed that:

(a) There is a need to improve the financial systems in the field;

(b) Differences in allocations reported by UNDP and recorded as income inthe accounts of the United Nations are not being investigated on a timely basis;

(c) The lack of timely processing of transactions and follow-up of differencesis diminishing the effectiveness of the financial information systems;

(d) Control over cash procedures in the field needs to be improved;

(e) Certifying officers are not always fulfilling their responsibilities.

These matters are discussed in some detail in the following paragraphs.

38. Fifty of the 70 projects audited by the Internal Audit Service during thebiennium indicated common problems in accounting for projects in the field. Even
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though corrective action resulted once they were disclosea, the fact that they
are continually occurring indica.tes that solutions are individual rather than
system-'1dde. The frequency of these problems would suggest that a review be
undertaken to strengthen the systems and procedures. Common problems identified
were:

(a) Expenditures in exces~ of authorized allotments;

(b) Deficient procurement and supply procedures, including unauthorized or
unnecessary local purchasing;

(c) Inadequate'maintenance of staff leave records;

(d) Poor control over use of official vehicles and related eX]?enditures;

(e) Unauthorized travel expenees ;

(f) Inadequate maintenance of property and other inventory records;

(g) Incorrect recording and late processing of accounting transactions.

39. Prior to 1977, allocations from UNDP were recorded in the accounts on the
basis of information generated by the UNDP management informa.tion systems.
Effe.ctive 1 .January 1977 allocations were recorded on the basis of information
generated by the financial information systems of the executing agencies because
of what were considered to be deficiencies in the UNDP systems. How'ever,
procedures have not yet been established for th~ .investigation of· differences
between amounts reported by UNDP and those recorded·as income in technical
co-operation accounts. For example, as of 31 December 1977, aJ.locations recorded
in the accounts of the United lifations Office of TeChnical Co-operation (UNOTC)
exceeded amounts reported by UNDP by $28 million. Of further concern is the fact
that two financial information systems process information relative to the "lame
project, yet report ~ignificantly different financial reS!ults.

40. Financial information systems have been developed to monitor projects.
Although the systems have excellent features, our audit revealed certain areas
where established procedures were not being enforced, thereby diminishing the
effectiveness of the monitoring of proje~t implementation:

(a) Exceptions and variances highlighted by the systems were not being
invesitgated and followed upon a timely basis, and in some cases, not at all;

(b) A significant number of adjustments and revisions were me.d.e at year-end
which could have been recorded on a recurring basis 'throughout the biennium;

(c) Project files did not always contain documentation to support project
approvals or subsequent revisions.

41. Our audit revealed that cash procedures in the field, and their subsequent
review by Headquarters, do not alWfJ\YS provide adequate control. For instance, we
noted that bank accounts were not being closed out, and outstanding items on bank
reconciliations were not being investigated on a timely basis. \-Te also noted
specific ins'tanceswhere local cashimprest balances exceeded fund levels

-202-

1
1
I

F.
s
1]

4
e

P'
(:

Wj
a'\

SE

Ol
di
w-a
wh
th
th



'I

ied

. or

"

"

:>rded
C)
fact

ame

as
e

1;

r-end

ect

lent
:e, we
l bank
ld

established by Headquarters and where financial rules relative to authorizedsignatures for bank account transactions were not being followed.

42. Several instances lv-ere noted where certifying officers were not properlydischarging their responsibilities. For example, in UNOTC an obligating documentwas erl1oneously raised for an -amount of $357,575 for the purchase of four vehicles.instead of the $38,688 requested, and signed by the certifying officer who had bothneglected to assure the reasonableness of the expenditure and the ability of theallotment to meet it •

43. In our opinion there is a clear need for improvedf'inancial control over alltechnical co-operation accounts, and this should be a top priority for theAdministration. Ideally the systems group recommended in paragraph 16 of thisreport should be entrusted with this task.

Other matters

Unliquidated obligations

44. Certain inconsistencies in the recording of unliquidated obligations came tothe Board's attention during its year-end exanririatIon of the financial statements.
45. Contrary to financial regulation 4.2 which requires that "appropriations shaJ.lbe available for obligation during the financial period to which they relate", wenoted instances at the United Nations Office at Geneva, UNCTAD and United NationsHeadquarters totalling in excess of $1 million where obligations for -goods andservices to be received or performed in 1978 were raised against allotments at ornear the end of the biennium to reduce available surplus :funds.

46. The criteria for determining unliquidated obligations are unclear. Forexample, our audit of the accounts of UNEF (1973) and UNOOF revealed the following:

(a) Unliquidated opligations for $3.5 million for construction projects andpurchases of equipment were recorded after the end of the seventh mandate(24 October 1977) based on:

(i) Purchase orders, contracts and letters of assist issued subsequent tothe seventh mandate;

(ii) Intended expenditures without apparent firm or legal commitment.

With the exception of $140,000 which was raised because surplus funds wereavailable, all projects had been included in the budgetary provisions of theseventh mandate period.

(b) Included in unliquidated obligations of UNEF (1973) and UNDOF at the endof the seventh mandate were amounts in excess of $3 million for death anddisa.bility awards accumulated since the beginning of their operations. The Boardw-as informed 'that these obligations reflect the Administration's best estimate ofwhat future claims may result from deaths and injuries Ivhich have occurred duringthe mandate period; however, we were unable to obtain any documentation to supportthese "best estimates 11 or to determine that these estimates were reviewed in light
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of actual experience. To date the Administration has merely obligated all funds
'tvhich have been allotted to the operations.

47. It is reconnr.ended that the Administration revie"T its present practices of
recording unliquidated obligations to ensure conformity ,dth the Financial
Regulations. Furthermore, the Board is of the opinion that there is a need to
clarify what criteria constitute an obligation in a financial period.

Staffing of electronic data processing units

48. During the Board.'s examination of the Economic Commission for Africa in
Addis Ababa, it was noted that the necessary organization controls which should
exist in electronic data processing units, such as the separation of duties and
restriction of access to computer software, had not been introduced to ensure the
accuracy and reliability of computer prepared reports. This was due principally
to the unava.i1ability of qualified staff, 'torhich was further aggravated by the
recent installation of a more sophisticated computer and by a significant increase
in the number ar...d· complexity of financial. reports. To alleviate the situation,
the Commission has undertaken to obtain the expertise from United Nations
Headquarters and has proposed to increased the staff of the Unit.

49. The Board recommends that when computer facilities in the United Nations system
are established or. increased by the installation of more sophisticated equipment
or by additional work loads, the Administration should ensure that qualified staff
are avai1ab1e and that United Nations Headquarters capability is uti1ized.

Programme support costs

50. As part of the audit of programme support costs, we noted that administrative
guidelines and procedures had not been :fully developed. Moreover, funds "{vere
bei.Tlg used on an ad hoc basis for expenditures not financed from other sources or
else were being reserved for future expenditures. Contrary to Headquarters
iIk1tructions that al.l'such expenditures are subject to allotment controls, we also
noted instances in of'fices away from Headquarters "{"here allotment control systems
had not been estab~ished.

I

51. It is recommended that priority should be given to tieveloping appropriate
guidelines and procedures in the administration of programme support resources,

. inc1uding particu1a.rly the reguJ.ar reporting of sources and uses of such funds at
offices away from Headquarters.

Fraud

52. In accordance with paragraph 6 of the annex to the Financial Regulations, the
Board has been informed of four cases of fraud involving amounts of $22,945,
$6~869, $3,830 and $2,418. All are being actively pursued by the Administration
with a view to recovery of the misappropriations.

53- With respect to two of the cases, it came to our attention that the staff
:members involved had also misappropriated funds from previous employers.
Furthermore, we were informed that one of the individuals was subsequently employed
by. one of the United Nations specialized agencdes ,
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54. In view of the personnel policy implications for the United IiJ'ations family oforganizations, particularly those relating to reference checking, the Board suggeststhat such cases be drawn to tbe attention of the International Civil ServiceCOJl'l.mission for information purposes and whatever further action is deemed
approp~iate •

Catering operations at UNIDO

55. During the biennium 1976--1977, UNIDO arranged to have its catering requirementsin Vienna managed by an outside contractor. Our examination revealed thatprocedures had not been established by UNIDO for the proper review and control ofthe financial results of the catering operations. Our specific comments forLmprovementi have been provided to the Administration which has our recommendationsunder consideration.

56. As of 31 December 1977 ~ the operation has resulted in an accumulated deficitof $41,300 which is currently held in a suspense account in the General Fund. Itis our view that should the operation not prove profitable in the near future, theexisting contractual arrangements should be re-e~~nedwith the view toestablishing the catering operation on a sound financial basis.

Assessed contributions unpaid

57. Statements III, IX, X and XI include unpai d contributions from Member Statesthat have been outstanding for several years. These amounts, which are describedin annex III to the financial statements, represent:
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(a) Assessed contributeons du~ from certain
Member States who have indicated their
unwillingness to participate in the
financing because of their positions
of principle

(b) Assessed contributions due from a former
Member State transferred to a special
account for unpaid assessed contributions
under General Assembly resolution
3049 C (XXVII) of 19 December 1972

(c) Assessed contributions due from other
Member States who are in arrears

Ivfillions of US dollars

202.1

28.6

240.3

taff

employed

58. The Board's oparu.on on the financial statements is subject to the ultimaterealization of these assets.

Comments on matters dealt with in 1975 report

59. The Administration has either provided $atisfactory explanations or taken

l
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appropriate actions on matters raised in the 1975 report except for certain
comments relating to aJ.1otment contral systems and technical co-operation accounts
which have been discussed further in this year's report.

other audit reports
-

60. In accordance with the direction of the GeneraJ. Assembly that the Board of
Audiiiors examine and report separately en certain other accounts, the Board has
issued reports to the Assembly for the following audits performed:

United Nations ~velopment Programme 9/
United Nations Children t s .Fund 10/ -
Voluntary Funds administered by-"the United Nations High Commissioner

for Refugees 11/
United Nations Fund for Population Activities 12/
United Nations Environment Programme 13/ -
International Trade Centre 14/ -
United Nations Relief and Works Agency for Palestine

Refugees in the Near East 15/
United Nations Institute forTraining and Research 16/
United Nations University 17/ -
United Nations Habitat andHuman Settlements Foundation 18/

61. In. addition, the accounts of the United Nations Joint Staff Pension Fund have
been examined and our audit report thereonwill be included in the annuaJ. report
of the United Nations Joint Staff Pension Fund. 19/
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'control review of the United. -Nations Headguarters and Office at Geneva

incorporating the responses and comments of the Administration
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The financial management and control review

1. This review of the United Nations Headquarters and United Nations Office atGeneva is part of a broader, in-depth evaluation of the adequacy of the systemsof fin~cia1 management and co~trol in the United Nations and its principal organs.These reviews are the initial results of the introduction of a. uniform system.soriented audit approach by the Board of Auditors, that includes:

(a) Identifying the strengths and weaknesseS in systems so that the scopeand approach of future audit examinations can be more effectively directed;

(b) Communicating weaknesses in the system to the Administration ,withrecommendations for appropriate corrective actian;

( c) Reporting to the General Assembly our f'indings and recommendations ina sunmiary report inclUding the responses or corrective ~ctions taken by theAdministration.

2.~he terms -of reference, organization and reporting procedures of this reviewwere oommunicated in the administrative instruction.attached as an appendix. OUr - .review consisted primarily of f'act-finding-interviews with key officials andstaff, followed by more detailed documentation, investigation and analysis ofsystems~ where appropriate. - -

3. This report includes a general eValuation of the' financial management andcontrol" systems. The findings and recommendations focus attention on, theproblems to be remedied. It is designed to cause actions to remedy deficiencesthat existed at the time of our review. As such, it does not give equal emphasisto the past and current achievements of' the A,dministration.

4. ._ Evaluating systems of financial management and control will be a continuingpart" of our systems-based audit approach.

Scope of- examination

5. The review began with an orientation programme for the members Of the staff'of the Board of Auditors which featured contributions by the Under-8ecretaryGeneral, Administration and Management, the Controller and several sen.ior financialofticers. - - . ..

6. . The review team concentrated on the centralized systems of financial _management and' control operated by the Departmemt of A,dministration and Managementin N'ew York and by the United Nations Office at Geneva. These- centralized _payroll,procurement, budgeting and accounting ~ystems_service several_other-UnitedNationsorganizations and funds. Where control of transactions has been decentralized,th~:detailed procedures in the field have not yet been' reviewed.

General evaluation

7. Programme management in the United Nations is decentralized to units withinHeadquarters and to units away from Headquarters, including those located in theUnited Nations Office at Geneva, to the Economic Commissions, to other
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organizational units such as UNEP and UNIDO, and to the managers of various
peace-keeping, general and project trust funds. This high degree of
decentralization of programme management has become essential because of the growth
in activities and financial resources administered in recent years. However,
modific~tions and adaptations of central procedures have not been sufficient to
accommodate this decentralization and growth.

8. Present financial management and control responsibilities and procedures have
not been stated with sufficient clarity to cope with the growing complexity and
diversity of the United Nations. Responsibilities of programme managers, .
administrative officers and financial officers need clarification if they are not
to be subj~ct to differing interpretations. Instructions are not in all cases
complete or up-to-date. Procedures were found to be difficult to understand and
there we:re instances of omissions, duplications and inconsistencies. Above all,
the need for strong centr'al direction has not been given adequate emphasis in
the decentralizations which have been made.

9. Significant efforts to improve the systems have been made by many persons
and component organizations resulting in improved fina.ncial planning, budget.
preparation, accounting, pS\YX"oll and aSE1et control, and further iJll.provementsare
planned. The procedures currently focus on and genera~ly satisfy basic requirements
for:

. .

(a) Allocating new resources to substantive programmes ;'

(b) Accounting for obligations and disbursements ~oy appropriations and
allotments;

(c) Processing payrolls and other payments? ona timely basis;

(d) Central approval of expenditures.

10. There is reason to be concerned t1?at:

(a) There is a lack of.gene:ral~cceptapceof the Controller's responsibility.
to provide. central ie~dership, guidance and direction tot~e financial function; ./

(b) Systems of financial repor~ing do.not establish and maintain the
-a.ccountability of managers to their superiors and.', in turn," of the top level
a.dministrators to the Secretary-General, in terms of operations performed and
resources used in comparison to appr?ved plans;, '

(c ) Accounting and interi1al control systems" do not fully meet expanded
service and control needs;

(d) The potential of the Internal A:u.dit Service is not sufficiently utilized
in monitoring the effectiveness of financial sy~tems.

, ,

11. The development and im):llementation of a more~f.fective system of financial
"mp .a.gement and control requires strong central leadership, adequate manpower and
resources, a clear perception of the objectives of the system and the needs of
various participants, and support from all managers particularly at the· executive
le'Jel.
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12. All of the recommendations in this report have either as their immediate orultimate objective the further improvement of financial controls. Successfulimplmenetation of recommendations will no doubt require a number of years. Tofacilitate action there is need for a senior financial officer reporting to theController with "undivided time and appropriate skills, knowledge, responsibilities,authority, experience and staff resourc~s to devote to developing, designing,installing and eValuating financial management and control systems." (para. 37below) . Without such an officer the Controller is unlikely to be able to providethe central guidance and direction that is so urgently required t;:>r to make maj orsystems improvements.

Response of the Administration to the general evaluation

The Administration appreciates the opportunity provided forreviewing and commenting on the matters raised by the Auditors. Thesematters have been and still are of continuing concern to theAdministration. It is in this spirit that detailed and thoroughconsideration has been given to the comments and recommendationscontained in the report.

The Administration fundamentally agrees with the basic t:ilrust ofthe report and will direct its efforts to the effective implementationof the recommendations, taking into consideration the observationsbelow and the existing financial and staffing constraints placed on theOrganization.

The improvement of the financial management and control systemsand procedures of the Organization cannot be effected in one step, butmust evolve from the base l')f the current systems and procedures asthey have been developed cV'~r the years, sUbj ect to the continuingmodifications and adaptations needed to better respond to changes inthe Organization's structure, activities, and management andoperational systems. The shift to programme budgeting, combined withthe growth, complexity, and decentralization of the activities of theOrganization, continues to tax the existing staff resources, systemsand prc:>cedures in a way which limits the present capacity-to effectother procedural improvements. In this regard., the Administration noteswith appreciation the recognition by the Auditors that siGnificantimprovements in the system have been made and their observation thatthe report concentrates on areas where fUrther improvements aredesirable.

The Administration basically agrees with the need 'for iucreasedmonitoring of budget execution and for strengthening the control systemsin respect of' financial· accountability and reporting~ It also ag;-eesthat the task of overhauling and improving existing financial proceduresis a complex one • The Adminis~ration does plan to utilize computerfacilities to the extent that developments and resources permit toautomate and integrate the various component features of the control andreporting systems. .
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The AdminilStration concurs fully with the ccnc'lusdons of the
Auditors that improvements of the kind envilSaged 'tvill require a number
of yearlS of effort and will require the addition to prelSent staff
relSources of a senior finance officer with supporting IStaff 1-rho would
devote their full time to the task of "developing, designing,
inlStal1ing and evaluating financial management and control systems Ii •

(para. 12).

Functional leadership 2 direction and guidance

13. The Financial Regulations provide a comprehensive set of principles for
financial administration and establish the respective authorities and
relSponsibilities of the Secretary-Genera1, legislative bodies and Member States.
By virtue of these Regulations, responsibility for United NationlS financial
adminilStration relStlS with the Secretary-General who has in turn delegated much of
this relSponlSibility to the Under-Secretary-General for AdminilStration and
Management and more specifically to the Controller through the Financial Rules
which include the following particularly important provisionlS:

"The estimates shall be reviewed by the Controller. In the light of his
recommendations, the Secretary-General shall decide as to the estimates to
be submitted to the General Assembly." IRule 103.37

liThe Controller is responsibl~ to the Secretary-General for enlSuring
that the expenditure of the Organization remains within the appropriations
as voted and is incurred only for the purpolSelS as approved by the General
Assembly." IRule 110.17 "

"The Controller is responsible for maintaining the financial records of
the Organization. In respect of offices away ·from Headquarters, he shall
prescribe the nature and extent of the accounts to be maintained, and he shall
delSignate the official responsible for maintaining them. " IRulell1.11

t1ThelSerules !!ay be amplified by adminilStrative instructionlS issued by
the Controller. n IRule 114.21 "

14. The decentralized nature and complexity of the United NationlS make it
·impral.::tical for the Controller to control on a transaction-by~transaction basis.
Decentralization brings with it the need for systems with which to contro1 11

inclUding:

(a.) Effective central leadership, guidance and direction of the financial
function;

(b) A bUdgetary process wherein financial responsibilities of managers,
IStaf'fofficerlS and f~nancial officerlS are defined c"learly, recognizing both their
operationa1relSponsibilitielS and the interests of the Organization ae a l'rhole;

tC) Re1iab1esylStemlil to control transactions, "keep accounts and provide
financial information;

(d) Financial information systems that provide a complete and continuing
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analysis and comparison of actual costs with approved plans combined with central
monitoring and reporting of exceptions and proposed corrective actions to higher
levels of management.

15. The roles of persons with significant financial responsibilities need to be
better d'efined, documented and-communicated. For example, the role of programme
managers is not defined; they have responsibility for programme implementation,
but the present delegation of authority is not likely to make them feel responsible
for financial management and control. The Controller needs improved systems and
organizational arrangements with which to discharge effectively both his service
and control responsibilities. :Many, if not mos't, of the persons with significant
financial responsibilities do not report directly to the Controller and therefore
their functional relationship to him needs to be better defined. His authority
under the Financial Rules is not always clear, as in rule 110.4 which states
that: "One or more officers shall be designated by the Controller as certifying
officers(s) for each department on the recommendation of the head of the
department.!! The Controller is of course free to reject recommendations, but to
avoid putting him in an adversary position, guidelines are needed as to the types
of persons that woulQ be acceptable to him.

16. There are several other organizations that operate in whole or in part under
the United Nations Financial Regulations and Rules or are being serviced by the
United Nations Headquarters or the United Nations Office at Geneva. For these
organizations, the financial respon3ibilities reserved to the Controller have not
been clearly documented and vary in each case. Rules are currently being revised,
but until this is done, there will continue to be uncertainty.

17. The Controller is responsible for prescribing the financial management and
control systems maintained by departments or offices away from Headquarters. To
do this, the Controller needs an effective means of giving guidance to them and
of monitoring the adequacy of existing systems. To meet perceived needs~

departments and offices have tended to implement, without adequate involvement of
the Controller, systems that may duplicate the central financial systems and may
be inconsistent with or be deficient in meeting the needs of the Controller and
the United Nations as a whole. The authority of the Controller should be
clarified, guidelines provided and better liaison established with the Internal
Audit Service so that the Controller can have confidence that all systems are
periodically reviewed and are indeed effective.

18. The financial and administrative systems of the United Nations are highly
interrelated. Most transactions must cross organizational lines. However, in
many cases staff members do not have full understanding of their responsibilities
vis-a-yis those of others and seem to be unduly conscious of organizational lines.

19. Few members of the staff have professional or equivalent specialized
accounting or financial management qualifications and experience in designing
budgeting, accounting, internal control and financial information systems. There
is little planned job rotation among the budgeting, accounting and auditing
functions an~inadequate formal training programmes for persons with financial
responsibilities.

20. The Controller is not always directly involved in the appointment,
professional development and appraisal of all persons performing significant
financial duties, such as the executive and administrative officers to whom most
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financia.l authorities are now assigned. He should be. These individuals now
clearly report within their Awn organizational unit and frequently have other
important non~financial responsibilities, without any clearly understood
functional reporting relationship to the Controller. Therefore, financial
considerations may be subord:Lnated to operational interests in preparing budget
submissions or exercising delegated authorities. Nor is the Controller's
assessment of how these individuals perform financial responsibilities necessarily
sought when appointments) development needs and periodic appraisals are made
within the organizational units concerned. This should not be taken to suggeat
that these officers or staff supporting them in performing financial duties
shoul~ report directly to the Controller since the United Nations has decided to
operate on a decentralized basis) but they should recognize his functional
authority.

21. MOl'e effective leadership) guidance and direction should be given to heads
of organizational units and programme managers in exercising financial functions.
They should have a sense of functional responsibility to the Controller. Senior
financial officers. serving heads of organizational units should be required to
look to the Controller for direction and guidance when they have difficulty in
interpreting or applying financial policies and standards or when exceptional
conditions arise. Heads of organizational units should seek the advice of the
Controller on the quality and adequacy of the services they receive from their
financial staff.

22. The Controller should be in a position to provide functional leadership,
guidance and central direction on all financial functions? including:

(a) Givinp;guidance on? reviewing and approving all financial and
financially-related systems inclUding those in Headquarters and in offices away
from Headquarters;

(b) Beconiing··afrect1.y involved in appointments, professional development
and appraisals of all financial officers and persons performing significant
financial.· duties.

Response of the ·Administration

TheAdministration·~greeswith. the; recommendation contained in
pa.rag~aph22) sUbje9ttorecog~i;zingthat the Controller's relationships
with heads of.organizational units and programme managers are quite
different fr()m thosewii;h supporting financial and administrative
staff who are directly involved in exercising financial authorities
and operating financial systems an~controls.

The Administration agrees with the AuditorEl that the key to
effe9tivc;·. financ.ialman{1gement. and 90ntrol systems. lies in giving clear
andti!.ppropriaterec.ogn~t~onto the authority of. the Controller to
provide di.rection and guidance ~n· all financial·· matters) not only in
relation· to the day..to-day duties of financial officers but also to
the· rolescofe>ther pe;rsons .~i:~h significant finan9ial responsibilities,
sucb asprogr8llU1le;managers. 'l'here can. 'be no disagreement with the
obseJ:'Vation of the Auditors that the role of the programme managers
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in the areas of financial management and control must be strengthened
'and more precisely defined. At the same time, it must be recognized
that the delineation of financial responsibility and reporting
procedures in respect of programme managers must be correlated with
the established organizational arrangements and supervisory lines of
authority within the organization. Therefore~ the observations of
the Auditors that "mor-e effective leadership, guidance and direction
should be given to heads of organizational units and programme managers
in.exercising financial functions"5 and that ,such persons lfshould have
a sense of functional responsibility to the Controller ll must be viewed
in the context of the over-all accoun"cability of these persons, under
existing arrangements, to their departmental superiors. In this regard,
the Administration agrees fully with the conclusion of the Auditors
that there is a need for a "clearly understood functional reporting
relationship to the Controller 11 • Hm'1ever , it is to be noted that the
Auditors, despite their recognition of the consideration just described,
refrain from suggesting that programme managers and other persons with
financial responsibilities should report directly to the Controller.
1ihile such a practice might seem to be the most direct way of achieving
the objective of efficient and effective central financi~l control as
envisaged by the Auditors~ other considerations must also be taken
into accor.rrb such as the highly decentralized nature of the United Nations
operations and the other considerations referred to earlier in this
paragraph.

The Administration endorses fully the proposal conta.ined in
paragraph 22 (b) that the Controller should be directly involved in
the appointments, training and appraisals of all financial officers and
~ersons performing significant financial duties •.

This must be achieved in full recognition of the jurisdiction of
the Office of Personnel Services in all matters relating to recruitment,
appointment ~ promotion and training of staff s not only in the financial
field but in other 'fielas as well.

The Administration acknowledges that several organizational units
for which the Secretary-General has administrative responsibility have
grown away from central direction by the basic Financial Rules of the
United I1Tations (para. 16), but is glad to note that the A:uditors are
aware of the current major attempt to revie\\1 and bring deviant sets of
financial rules into a systematic relationship with the basic Financial
Rules of the United Nations.

, ,

Documentation and communication of financial management
and control policies, responsibilities and ~rocedures

23. The principal means of communicating financial management and control
policies, r~sponsibilities and procedures in the United Nations, which may be
further supplemented in departments and offices, include:

(a) Financial Regulations and Rules ,of the United Nations;

(b) Staff Regulations and Rules of the United Nations;
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UNDP policies end Procedures Manual and Administrative Field Office(j)
Manual;

(k) Manual of Procedures for the Purchase and Standards Section of the
Purchase and Transportation Service;

(o)Proceedings!t decisiollS and reports of specialist groups, committees and
governing bodies;

(c) Secretary-General's bulletins;

(d) Administrative instructions;

(e) Financial and accounting instructions;

(f) 'GJ,.ossary of terms;

(g) Position desc~ipti()ns;

(h) Accounting Manual!t chapter II;

(m) Payrol,l Coding Manual and the Payroll Documentation Manual;

(n) Allotment Account Codes Handbook and the General Ledger,Accounts Codes
Handbook;

,

(i) Field Administration Handbook;

(1) Manual of Procedur-es for the Contracts Section of the Purchase and
Transportation Ser:vice;

25. 'Af1 aCQnsequence:

(a) It isunnecessa.rilydlifficultand· in maIlYwa,ys.·iJf1possible, ,:t:or managers,
financial officers, ,auditors' or represel'ltatives of governingbodie~,to comprehend,
assess or make significant improvement to the <fina..ncial,management andcon'lfrol
systems for -the" various,sUbsystems' and. staff,. functions •.,' . ' .

(b) Employees working in the system frequently' do zlOt know p~~ciselY
"Where their responsibility begins and ends!t or what responsibilities are assigned
to others ..

h') Ad hoc c,orrespondeJl~e from the Accounts, Budget and Tree-sury Divi~ions •

24. In spite of the number and variety of these issuances, there are, in fact,
significant limitations in the form, purpose" content and distribution mechanism
of -ea~h. For ,.example,the Accounting ,Manual, developed in response to external
audit recommendations in pre"!ious, years!t need~;tobe expanded, as-pl:a.nned, as it
now simplY documents existing procedures'without explaining the reasons for them
or covering the-responsibilities of persons other than staff of the Accounts

~ Division in the processes. In practice, communication of policies, procedures
and responsibilities is left mainly to informal discussiqn and the acqukred ,
knawledgeof employees.
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(c) E:rf'ective uae V.L .fillauciAl ::;I"l:l.ff and their cf:lXl::~r deve'Lopmerrt is impaired
by di:r:riculties in acquiring or transferring knowledge about the system.

\d) Duplications, inefficiencies, inconsistencies or serious omissions in
specifiq staf:r functions or in entire systems result.

(e) Important objectives and principles of the system, such as the concepts
of the segregation of duties or 01' programme budgeting techniques, are
misinterpreted or overlooked.

(f) Important directives are not always distributed to or available for
reference by all persons involved in the process and are not always up to date.

26. The most effective method of communicating :rinancial menagement and control
policies, responsibilities and procedures in as diverse and complex an organization
as the United Nations is through a comprehensive financial manual updated
continuously. It should provide \a basis for evaluating the adequacy of the
system and set the performance sta.ndards for persons with financial duties at all
levels.

27. Such a manual should be designed to provide maximum clarity and comprehension ~

use:rul indices and cross references, effective control of distribution and
amendments and the insertion of supplementary detailed procedures as appropriate
to the needs 01' speci:ric users. It should establish the financial authorities,
policies and procedures 01' the United Nations, distinguishing between obligatory
procedures and guidelines to be pre:rerred. It should cover the principal areas
01' financial administration, including:

(a) The·organizational responsibilities 01' all persons with significant
financial management and control duties;

(b) Programme planning, budget preparation and review, and budget execution
for both regular and extrabudgetary f'unda ;- .

.( c ) Accounting and financial information systems;

(d) Control of expenditure and revenue transactions ;

(e) Control of assets;

(f) Financial audit.

28. Preparation 01' such a manual may take two to three years. The first step
should be to review existing systems to ensure their 'adequacy' before documenting
them in a language and style that will be easily understood by all participants
in 'the systems ~'This may require the services of consultants to provide the
necessary objectivity,experience and skills,as well as the ability to devote
full-time e:rf6rt to the project • 'Draft material should be exposed to senior
officials :for their approval and tested by a. representative group of users as to
its adequacy and clarity•. Once written, the manual should be kept up to date
by the Office of Financial Services.

29. A comprehensive financial manual should be developed, setting out the
financial management and control policies 2 responsibilities and procedures of the
!lBi.t~d Nations.
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Response of the Administration

The Administration agrees with the recommendation contained in
paragraph 29 that a comprehensive financial manual should be developed.
In the past, a set of manuals covering finance, administration and
personnel matters ·as well as a 1966 document entitled llBudgetary and
Financial Practices of the United !'Tations" a/had been issued.
Unfortunately, none of these issuances have-been kept up to date, at
least in so far as the financial area. is concerned.

The Admini~tration notes with appreciation the recognition by the
Auditors that the preparation of the proposed manual v1ill require
several years and additional financial resources to permit the
assignment of one or more persons to concentrate full-time on this
task. The Administration would reserve its position at this time as
regar'ds the suggestion that the services of consultants should be
sought for this purpose.

The existence of a manual should not however be expected to take
the place of ~xperienced staff nor substitute for the a.cquired
knovTledge of staff members. Moreover, experience in dealing with a
specific directive on a specific issue can often substitute for
broader knowledge, nof yet acquired, by junior staff. Nor can the
Ulanua.l serve as a ·s'llbstitute for judgement and discretion which must
necessarily be applied to specific cases.

The Office of Financial Services

30. The five components of the Office of Financial Services at Headquarters all
have specialized functions, with the time of senior persons mainly directed to a
constant flow of contributions, revenue, resource allocation, staffing, travel,
expenditure approval and investment transactions and decisions, preparing budgets
and reports, and in external communications. AB a result, inadequate time and
expertise is available to devote to systems .development.and review.

31. Currently, except for the Controller and Deputy Controller, there is no one
group or individual in the Office with the responsibility for ensuring that
systems.ot financial management and control in the United Nations are as effective,

·reliable and economical as feasible. Within the Budget Division, a computerized
data base for budget preparatio!1 and control has been developed. The Systems
Design and CompUter .Programming Section of the Accounts Division is· fully
occupied in.proer~ng and maintaining various computerized accounting and
payr()ll syntems •.. '!'he Un~:ted Nations Ofticeat Geneva and the ECQnomic Commission
for~tiJlAmerica are two other organizations which have expressed particular
concern at the shortage of skilled .resources to help them improve their systems.
It is clear that the development of 'more effective systems of control as
envisaged in this report requires maJor, sustained initiative and co-ordination
of the efforts of all involved.

32. There is a need for a senior financial officer reporting to the Controller

!:I ST/ADM/L.4.
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with the time, appropriate skills, knOWledge, resp.onsibility, authority and staff
resources to devote to the development, design~ installation and evaluation of
financial management and control systems. This officer and his staff should:

(a) Be a small hi.ghly qualified group made up of officers with training
and experience to provide leadership and co-ordination in areas such as budgeting,
cost accounting, internal control, financial reporting and management information
systems;

(b) Not have conflicting responsibilities involving approval of transcctions,
non-systems policy matters, systems operation or resource allocation decisions
likely to take priority over matters of longer-term importance and requiring
extended periods of time for systems analysis, design and implementation.

33. The proposed group should be responsible, on behalf of the Controller, for
providing leadership in developing, installing and eValuating all systems of
financial management and control in the United Nations. Some immediate matters to
be addressed would be concerns raised in this review, namely, the need for
improving financial information ~ystems, and the need for a comprehensive se jf
financial policies and a financial manual. Reviews should be undertaken of the
systems of financial management and control in Headquarters and in offices away
from Headquarters.

34. The effectiveness of many of the transaction controls now performed centrally
is diminished by the remoteness of the staff from 'Cl1e departments and offices
concerned and these controls tend to duplicate controls performed elsewhere.
Detailed reviews may indicate that it would be preferable to decentralize
these controls and perform them reliably in departments and offices in the first
instance, enabling these units to assume prime responsibi1ity for the
completeness of information in the system and enabling financial officers to
place more emphasis on monitoring adherence to the prescribed system and the
preparation of useful cost analyses and financial reports to senior managers.

35. Ultimately the group may contribute significantly to enhance~unifor.lJlity

within the United Nations and also may be in a position to identify and document
preferred practices and provide some leadership to other organizations within the
United Nations systems.

36. ,This undoubtedly would be one of the most challenging and.;i.mportant
financial positions in 'the United Nations.

37., There should be in the Office of Financial Services? reporting to the .
Controller? a senior financial officer with the undivided time and appropriate
skills, knowledge, responsibilities, authority? experience and staff resources to
devote to developing? designing,installing and evaluating financial manap;ement
and control. systems.

Response of the Administration

As' indicated in our comments under "General Evaluation ll
, the

Administration agrees with the proposal to setup a senior financial
officer, with supporting staff, to improve systems more'rapidly and to
provide a comprehensive financial manual more quickly. .The procedures
re'view and development group will have a full task to perform, even
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after the initial thrust of several years of work has been completed.
It will perform an importar~ ongoing role to assist the Controller in
keeping procedures up-to-date and reflecting them in the comprehensive
manual. Naturally, even this work cannot all be done centrally by
this group; it will have to rely on expertise and assistance :from the
operating divisions and other offices.

Budget preparation and review

38. The medium-term ,plan, prepared in the first year of a bienn~.um for the two
following bienniumR, is the main planning document of the United Nations. A
"major programme", l!programme tf

, "subprogramme" and "programme element" presentation
ef substantive activities has been adopted which provides a useful form for
evaluating plans across organizational lines while also preserving the
identification of organizational responsibility at the programme and subprogramme
levels. Narrative descriptions of planned activities focus on the subprogramme
level in the medium-term plan.

39. The programme budget is prepared on a biennial basis in alternate years from
those in which the medium-term plan is prepared. Financial information in the
programme budget is expected to build on programme data contained in the medium
term plan. It is presented by programmes vrhich are so defined that they generally
correspond to organizational units. Within the organizational t'lIlits there are
substantive programmes that parallel those established in the medium-term plan
and non-substantive activities that provide for policy-making organs, executive
direction and management and support services. Programmes are analysed by obj ects
of expenditure. Central support services are identified separately and their
costs are allocated to SUbstantive programmes. Extensive narrative information
focuses on sUbprogrammes, including their estimated percentage of total prograIJ1..me
resources.

40. Both programmes and subprogrammes can be correlated with organizational
responsibility. The latter, being more detailed, and being the level at which
narrative information and outputs a.re provided baJeh in the medium-term plan and
the programme budget,shoUld be the level a.t which financial data are provided as
well.

41. A 1isting of programme elements is provided but it does not always provide
. adequate indications of programme output. Identification of outputs is not
aJ.ways feasible,· but where it is, outputs shoUld be identified so that financial
requirements can be: compared With the operations it is expected will be performed.

4~. Extensive p:l.a.iming and some costing is undertaken at the programmee1ement
1eve1inthedeve1opment ofworkp1a.ns. This extensive planning on a programme
basis is used to sUpport the budget but the budget submitted for each organization
for which a programme has been delineated is submitted primarily by objects of
expenditure. This process has· beenstande~dizedby' the introduction of a new
computerized budget formulation system th~!.t automatically computes resources
required to lIlairitainexisting actlvities using centrally-determined delayed
"recruitment:f'actors ,sta.ndardsalary .costs ~. inflation factors and exchange
assump'..ionsfor eai~hobject of expen.diture by each major duty station. For 1978
andl979, managers wereon1y required to compute increases attributable to real
growth requirements. This central sjstemfaci1itates the work of those responsible
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for budget review and reduces the ~10rk of the responsible managers. However , this
system may tend to m~~e managers feel less accountable for the costs ar~d content
of their continuing activities.

43. B~dget computations on the central computerized system are based on a number
of standard factors. Standard salary costs had been determined f'rom actual data
at each duty station, but the systems for such calculations and subsequent
monitoring are not as yet f'ully developed. The standards in some cases are not
indicative of current expenditures. The accounting system does not separately
account for standard costs so that variances are determinable from the
accounting records. Therefore, it is important that actual and standard costs be
compared at the time of the performance reports so that additional funds are
provided or reserved only where actual expenditures differ f'rom the sta."1dards
computed when the programme budget; was approved, and that budgets are not just
revised to reflect Whatever is spent, rega.rdless of the cause.

44. The system for allocating resources from general trust funds involves the
Budget Division approving allotment requests, but such allocations take place
independently of the regular bUdgetary processes. There is little uniformity as
to:

(a) The degree and method of involvement of the Budget Division;

(b) The form and content of submissions requesting an allotment of funds;

(c) The extent to which allotments are derived from, or can be related to,
operational plans or budgets.

Instructions should be improveci. to encourage greater uniformity although it is
recognized that practices will vary among funds. Allotments are supposed to be
issued only on the basis of funds actually received, although they may" be issued
based on firm pledges with the approval of the Controller. Allotment decisions
are made on an ad hoc basis and often without an over-all view of how a particular
project or allotment fits in with other activities financed by the same fund.

45. Improvements have been made in the information on extrabudgetary resources
contained in the programme budget. The types of activities financed from
extrabudgetary resources and the f' ....'U"ces by fund are shown on.a programme-·by
pregramme basis as well as in a summary annex. Such information must be based
on estimates of available funding but, as these extrabudgetary resources have an
impact on the allocation of regular budget resources and represent significant
funds for which managers are accountable, this great:er disclosure is highly
desirable.

46. The system of bUdget preparation and review should be revised ~:

(a) Provide analysisef total costs by sUbpro~ramme to support the
narrative information in the programme bud~et;

(b) Identify outputs of each. sUbprogramme, wherever feasible;

(c) Ensure that centralized preparation syst~s do not diminish the
accountability ofmana~ers;
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(d) Improve systems for computing standard costs;

(e) Include extrabudgetsn revenues and expenditures.

Response of the Administration

The A1ministration agrees, in general, with the approach of the
Auditors on the subj ect of budget preparation and review. In
particular, it concurs fully that proper implementat;on of progranrme
bUdgeting requires the correlation of programmes and subprogrammes
with the organizational responsibility for planning and programme
implementation on the one hand and with financial accountability on
the other.

The Administration also agrees that budget preparation should be
based as much as possible on the experience of practical. budget
implementation. H(;)wever, the preparation of a budget as sizable and
complex as that of the United Nations requires reliance on a certain
amount of standardization - if only to provide a needed basis of
comparability. Managers should in no wa:y feel that this approach
lessens their financial responsibility.

The Administration also agrees that the cost estimates should
reflect as closely as possible the actual expenditure patterns in
the various offices and, to the extent practicable, differences in
these patterns.

The Administration agrees that costs should also be stated in
absolute terms at the subprogramme level, rather than only as
percentages as was done in the present budget. At the same time, :tt
is incumbent on the Administration to carefully examine the need for
and the value of additions to narrative statements and tables so as to
maintain a reasonable measure of control on the size and cost of the
bUdget.

Moreover, considering that there is not a one-to.-orie correspondence
between sUbprogra.mmes and the activities of t.he various organizational
units, the costing of salaries and wages 'Would have to be based on
assumptions and estimates of' the amount of' time the staff in particular
organizational uni'ts spent on various subprogrommes.

The Administration agrees with the observations of the Auditors
as regards the information on extrabudgetary resources in the Budget.
Expenditures from 'those sources shou1d be proje~'ted and reported to the
JD8Jdmwn extent possible to provide a clear picture of the resource
consumption.by <che. various programmes and .subprogrammes ". At the .same
'tfme, it shoUld 'be noted that the provision and use of voluntary .f'unds
ar~very- often subject to the decisions .of', and review by, govf.~ning

bodies or individuaJ.s other than those responsible for the presentation
and control of' the regular budget. Moreover, it is often very hard to
est:ima'te the amount of voluntary contributions expected :from donors,
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either individually or collectively. Estimates will be required sinceaccurate information is. usually not available at the time the regularbUdget estimates are to be submitted.

. Performance reports

47. Performance reports, presented to the General Assembly at the end of eachcalendar year of the biennium, follow the same form as the programme budget andfocus on gaining approval for supplementary resoUrce requirements. Programmeincreases (decreases) by objects of expenditure are analysed by cause - inflation,rates of exchange, decisions of policy-making organs and other - with narrativedescriptions of subprogramme changes.

48. Performance reports, as a means of comparing actual with planned expenditures,have many advantages, except that the first performance report is based on onlysix months' experience. The time and effort spent on the first performance reporttends to offset the savings brought about by introduction of the biennium and toweaken the discipline of a more rigorous programme budget preparation process whenthe budget is initially approved. The second performance report should become theprimary means for reviewing the acco·untabilit~r of managers.

49. In spite of its deficiencies, the concept of performance reports represents apositive and patentially valuable tool for maintaining the accountability of theAdministration to the governing bodies. l-Tith a system for preparing andmonitoring bUdget execution by comparing actual costs with standards used in theprogramme budget, these reports could be more effective reviews of sllending.

50. The first performance report should be restricted to providing for newprogramme elements, significant changes to existing ones? and material adjustmentsfor inflation and currency fluctuations so that in the second performance reportactual expenditures are. compared with the programme budget? based. on a fullanalysis ofarl reasons for Changes in financial requirements over the entirebiennium.

Response of the Administration

The Administration agrees with the recommendation contained inparagraph 50. It has also noted that the suggestions of the AUditors,regarding the use of performance reports in monitoring budget execution,are similar to those contained in the instructions issued for thepreparatioA of the second performance report for the biennium 1976-1977.

Allotment control

51. Approved requests for resources are subdivided by source of funds intoallotments by object of expenditure. for each programme of each organizationalunit, withst~fing·tables determining the level and. number ·of .staff.. The intentis thatellotments should not be over-issued or over-spent. The BUdget Pivisionat Headqua,rtersissues the allotments initially to cover only thefb'st y~ar of the
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biennium, or in the case of cxL.L'tl,uuul:>cl"cw,.v l"J.l,L~1. J:W11ll:l tl.b Cl.j,lj,I.L·v!JJ:itlolic: in accordance
with the fJ.ow of contribuidons into each fund. Separate ecceunbs for each
allotment issued record obligations, disbursements and the unobligated balance.

"
52. The allotment control system based on certification that funds are available
before the processing of a transaction has inherent limitations because at the
stage that it becomes ap:P8.rent that sufficient funds are not available to enter
into any new obligations, it may be too late to reduce costs or do anything but
ratif'y what has taken place and provide supplementary funds. Frequent
overstatements of available funds and over-expenditures of allotments are
attributable to substantial delays in recording alJ.otment transfer, obJ.igation
and disbursement transactions; to officers knowing that over-expenditures in
one allotment may be offset by savings in another allotment for which they are
responsibJ.e; and to the pooling of allotments and central management of resources.

53. Many officers charged with certif'ying that SUfficient funds are available are
not wilJ.ing to reJ.y on the central accounting system and keep their own allotment
records. Transactions occurring since the J.ast accounting report should be kept
trackot by the certif'ying officers, but it should not be necessary to dupJ.icate
records which can be kept more efficiently on a central basis. Additional
object-of-expenditure controJ.s are exercised through the use of staffing tables and
other centraJ. procedures for approving expenditures for travel on Official
business, "the hiring of consultants and the printing of pubJ.ications. These
controls apply even though adequate funds are available.

54. All01lment controJ.s by object of ,expenditure have become more detailed with
the introduction of programme budgeting. The economic commissions, for example,
have almost as many allotments as the Department of Economic and Social Affairs,
even though they are far smaller, because they have roughly' ,the same number o"f'
programmes. Accounting and performance reports should compare actual eXpenditures
with the detail submitted in the programme budget. This does not necessarily
mean that allotments need to go to the same detail. Allotments should go down
only to that Ievel wh~ethemanager is to be denied any flexibility without
prior approval of the Budget Division. To issue an allotment and to permit
over-expenditures is to encourage the ruJ.es to be broken ;

55. Allotment control should be made more effective bY..:

(a) Distinguishing between allotments which require prior approval of the
Budget Division before the;ymaYbeexceededand suballotmentswhere the
programmema.nager is permitted flexibiJ.ityin redeploying resources within the
allotment;

(b) Enforcing existing procedures once allotments are appropriately revised.

Response of. the Administration

The Administration agrees that 'liheallotment procedure constitutes
the"' crucia.lmeans of eIlsuring"a.ppropriate ,.budget'execution. For· this

. rea$on, it i$. e~sential:1;h~ttheal:J.otmentsbecontinuousl;r monitored
and$trictJ.y obs.erved by all officers • ['he Administration also agrees

" that delays in recording allotment transfers, obligation and disbursement
.' - - ,- - - - - - - - - - -, - - - ~
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transactions must be avoided or minimized to the greatest extent possible.The Administration will direct its effort to refine and strengthen theallotment procedure.

. While basically agreeing with the Auditors that, consistent withthe programme budget concept, aJ.lotments "5hould go do'Wll only to thatlevel where the manager is to be denied &1Y flexibility without priorapproval of the Budget Division", the Administration would reiteratethe· observation made earlier that the role and level of responsib:llityof managers in the area of financial matters would require more precisedefinition be:f'ore e:rry determination could be made as to the degree offlexibility which could be accorded to them in deploying resources.

The introduction of a system of decentralized control, such as ha,been recommended by the AUditors, would involve a shared responsibility,at all levels of' management, to ensure that approved plans and budgetsand agreed priorities among programmes are not departed from to anysignificant extent, unless such variances (a) can be clearly explainedand justified and Cb) will meet with agreement by the General Assemblywhen subsequently reported.

If the redeployment of resources among programmes at the directionof heads of organizational units were authorized, it would a.t the sametime be necessary to ensure that the total appropriations - by mainobject of expenditure as apprt>ved by the General Assembly for each suchunit - were not exceeded without prior approval. of the Budget Div-ision.The Assembly not only controls the total number of' established posts,but restricts from time to time the use of other resources, such asofficial travel of staff and outside expertise.·

Budget execution

56. United Nations managers lack an adequate financial information system. Withthe exception of the financial statements, the present financial reports both atHeadquarters and in the field are essentially books of account for use byadministrative officers familiar· with accounting codes and.interested in detail.They do not include:

(a) Usef'ul period-by-periodresults;

(b) Cost information regarding programme elements or activities;

. (c) Quantitative data on operations performed;

(d) C.omparable ·budget information;

(e) Consolidated and exception reports for higher levels ot'management;~

(f) Alltransa.ctiohsfortheperiodstheycover.

The Budget Division at· Readquarters introduced a budget perf'ormance repoJ't whichis initiallyderived from data·· in the central accountingsys'tem.·It· adds .greaterdetail from offices away from Headquarters and includes a column on past obligation
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trends as a first step towards monitoring performance. A technical assistance
project costing.system designed by the Department of' Economic ana Social
Affairs identifies costs by projects through the central accounting system but the
lack of summary reports may limit its usefulness to managers. Few other
organizations have attempted to supplement allotment control reports "tdth systems
designed to monitor costs and performance of subordinates on a continuing basis.

57. Without an effective system for monitoring budget execution there is little
assurance that individual transactions are within the limits approved for various
purposes. Senior manage:r:s also need a system to monitor the actual costs and
performance of' subordinates in comparison with approved plans and to draw to
their attention on an- exception basis all situations where corrective action is
required. '

58. An effective system for monitoring budget execution will include:

(a) Timely financial reports that compare planned and actual fina."'lcial
expenditures and operations performed on a "periodic basis~

(b) An accounting system that captures financial information for each
reporting period by programme elements, detailed objects of expenditure, and
such other means as are necessary to explain the summa~1r detail contained in the
financial reports;

(c) Budget preparation systems that provide details of the costs presented
in the Programme budget and apportions them by repcrtingperiods;

(d) Analyses of f:i.nancialreports by financial and ,administrative officers
so that the cauSes of variancesbetween i;,he actual and 'planned operations
performed and funds spent are made known no the responsible manager;

(e) Review by the Budget Division of such analyses so that the Controller
is made aware of those variancesthat will have significant impact on programme
delivery or financial needs, or where corrective action is required.

59. The present accounting system, the programme eJ,.ememts where they exist in
the regular budget and the projectcontrol.system in the Department of'Economb
and Social Affairs provide a useful basis from which to build a more comprehensive
system. However, new methods will be required for identifying and allocating
personnel. and other costs and for analysinG andreport~IJ.g,financial information.

60. The development and implementation qf acomprehensives"y~rtemof this type
for monitoring budget execution reg,uires strong central leadership, a clear
perception of the objectives of the system and the needs of va~iQ~~

users, and support from all managers particularly at the executiveleve1..
It should be viewed as one central system for the entire United Nat~o~f; in which
suppl.ementary systeIllS in Headquarters or in offices away from Headquarters are
effectively int~grated.

61. Emphasis should. be directed towards developinp; effective systems for
m~nitorin~bUdget execution having as' a minimum:

(a) Programme elelIlents. Wl1i'ch.permit costs and performance to be compared;
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(b) Detailed operational budgets of costs and operations performed by timeperiod;

(c) Accounting systems capable of allocating costs 2 including personnelcosts 2 by programme element;

(d) Systems for assembling quantitative or qualitative data indicative ofperformance;

(e) Timely preparation and distribution of financial reports;

(f) Regular ana.lysis of variances between approved plans and actual results;

(g) Exception reports for senior management;

(h) ~ropriate integration and consolidation to satisfy the centralreview needs of Headguarters.

Response of the Administration

The Auditors' observations in this section seem directed in themain to the need to provide and analyse cost information by programmeelements. At this stage not enough experience has been gained with theprogramme budget to decide whether the present breakdown into programmeelements is inadequate, and if it is, what other type of breakdownshould be adopted. As desirable as it may seem to have financialreports detailed to the same levels as are shown in the budget estimates,the benefits of introducing such a procedure seem doubtful as long asit cannot be based on correspondingly refined cost measurement andcost accounting systems. Therefore, the Administration is not convincedthat such a breakdo~~ would be cost-effective under existingcircumstances.

The United Nations has come a long way in a rather short period asfar as planning and budgeting by programme is concerned. A period ofconsolidation is required during which the main emphasis should beplaced on improving our programme formulation capabilities. Withoutprejudging the utility of the proposed monitoring system a.t a point wellout in the future, there is a limit to the amount of analyticalinformation which the programme managers can provide or assimilate, ifthey are to carry out effectively their task of managing projects andensuring results.

Bearing in mind the foregoing observations, the Administrationappreciates and agrees with the basic purpose and objectives of theapproaches advanced by the Auditors and will endeavoux to proceed inthat direction, over time, as far aB seems practice,l and feasible.
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63. Coding and cut-off errors and extensive detail without analysed summary
information for managers tend to limit the usef'ulness of the financial reports now
produced. There is room for improvement in the design, control and use of forms
to put fin8.J.'"lcial information into the system and numerous technical v.reaknesses
in the control of input and in error identification and correction.

,

64. The objectives of the system ought to be redefined to provide more useful
information for monitoring budget execution and maintaining the acnountability
of managers throughout the biennium as discussed in the previous section. Some
specific requirements would include: a code of accounts capable of accounting
by programme elements as well as by detailed objects of expenditure; summary
reports for appropriate levels of management reporting on the costs and
performance of subordinates; and comparison of actual expenditures for a
month to time-phased budgets or experience data so that monthly and biennium-to
date per~ormance can be measured.

65. ThetechnicaJ. features of the system, both manuaJ. and computerized, should
continue to be reassessed to minimize errors, internal control weaknesses,
cut-off problems ~."d processing difficulties. The system might preferably be
designed so that managers can have choices as to the form and content of their
financial reports by adapting generalized reporting specifications and by
permitting selected programme or fUnctional offices to batch and record their
accounting transactions directlY 1nthout necessarily involving the Accounts
Division. Simpler codes and more extensive use of computer validation routines
may be advantageous.

66. The development of a more effective and responsive central accounting system
will take time and wiil undOUbtedly involve additional technical and computer
,~rogral!lming effort. However , the more difficult task.is, to identify the needs
of management, agree on the objectives for the system, establish the
responsibilities of' the .. participantsand improve methods of controlling input
and using output, and establish a comprehensive plan of implementation.

67. The system that is developed should make provision for effective integration
mththe systems in offices away from Headquarters. This does not mean that
transactions need to be individually input to the central system. It should
ultimately provide a model available to other United ~Tations organizations.

68•. The central accountin€h%ystems.should be further improved 'based on agreed
objectives .' giving particular consideration to the need for:

. ,

(a) Effective monitoring of budget execution;-

(b) Integration, whenever possible,. of all decentralized accounting systems;

(c) Efficient and accurate control of input.
~.'
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ResRonse of the Administration

With respect to the observation in paragraph 63, the Administrationnotes that the summary information for managers is provided in themonthly and quarterly financial statements but the same procedure hasnot' "thus far been applied 'to the allotment reports. The Administrationhas already introduced procedures during 1977 which are reducing thecoding and cut-off errors which had existed. Improvement of forms and
cor~ection of the other matters identified is-a continuing task.

With respect to paragraph 64, the Administration acknowledgesthat an accounting code could be developed which would be capable ofgoing to any level of detail which might, in theory, be required.However, before the cost is incurred of coding transactions tomore detailed le1l'els, the Administration would have to satisfy itselfthat the information was likely to be used. Thus far, despitereglllarly soliciting the views of managers as to their needs, no suchinformation has been requested nor has there been any indication itwould be used if available.

'toTith respect to paragraph 67 and reconnnendation 68 (c), we agreethat decentralized accounting systems should, whenever possible, beintegrated into central accounting systems. Our monthly and quarterlyfinancial statements do integrate this data at the summary level. Thereport on the status of implementation of the allotment advice for fieldoffices is being provided on a quarterly basis to the Budget Divi.sionat the same level of detail as the allotment advice. We arepresently studying the means by ~1hich the monitoring of bUdgetexecution can be improved. The Budget Division's requirements are knownand the means by which they can be best satisfied are being considered.

The Administration ha.s and will continue to improve its centralaccounting system and will continue to improve its input and toeliminate errors. However, this is a continuing process and 'theobjectives set forth by the Auditors are constantly kept in mind by theAdministration.

Payroll

69. The payroll system in use at Headquarters has been adopted for use in Geneva.Basic controls are in place and payrolls are processed ,on a timely basis, butthe system. is inSUfficiently documented. The system is unusually complex andoverly dependentona few people for 1'"..nowledge of the logic and detailed processeswithin the system. In addition, present· controls over the completeness ofprocessing, the accuracy of coding of allotment accounts, and the approval ofdocuments which initiate payroll actions, and the informality of controls overcomputer operations are areas that need to be improved.

70. The Office of Financia.l Services is making significant efforts to strengthenthe systems of. internal control over payroll and to overcome the lack of adequatedocumentation.

71. The main Geneva payroll system was converted to an adaptation of the
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Headquarters' system in early 1971. Inadequate EDP prograJIlllling resources at
Headquarters and the United Nations Office at Geneva have inhibited completion
of desirable modifications.

72. Internal controls within, the payroll system should be strengthened. to ensure
the completeness=., accuracy. validity and integrity of payroll records; .~·i

documentation of the system should be completed? including documentation of
processes within the computer.

Response ~f the Administration

The Administration agrees with the essence of the recommendation
in paragraph 72 and shares the Auditors' opinion that the main area
needing improVement i$ in the "documentation", of the payroll, system.
This documentati,c)D requires fully' adequate narrative descriptions of the
computerized payroll processing system.

We have already considerably improved the documentation. Resources
were diverted :~o the Systems Design and Computer Programming Unit of
the Accounts Division d~ing 1976 and major improvements resulted,
inclUding thecgmpletionof a manual of cqding and correcting
transactions. 'A manualyas also PI'eparedfor the Geneva payroll system
which thus far only covens the operation and implemEmtation phases.
The objectivewa$to get the system in operation - s:tandardized with
New York - bylJanuary 1911. It ia also true that further progress
has been slowed due to the limited E~xpertise oX the staff assigned to
this function.

The syst~'s, complexity is ,due, in large part, to the Organization's
payroll structure as established by the General Assembly, the .need
for effective control, and theproceduresdesignedtQ' save labour,
whichhavebe~n intentionally incorporated into the system.

Dependence on thl2 knowledge of a limited numb!2r of staff for
maintaining the system serves as a regulator over the number of
people capable of manipulating the system and recognizes the
small number of staff members' available for this purpose. At present
two computer progra.mIllers are fully trained in the system and a third
is undergoing_training. Other. staff mf'.mbeI's within the Unit are
familiar .with p~icular a$pects.of the :syst~m., and' tm~ee, staff members
intheOrgatliz~tion'but oui;;sidethe Unit, have had five or ,more years
of exper;i.ence.with the'payroll .as well.

AnadditfonaLprpgI'ammer and a payroll control clerk at a senior
level"have been reciuested'forth~-1978..1979 fin~c:i.a.l' period.'

.... ,Steps are9~ingt~en to improve ,the controls ove:r the
completenessof,p~o,cesl:ling.A1so,.coneJide:t>atioIlis.being gi'vento
integrating certainproc:edures,.,in both •payroll ,'and 'personnel systems
to improve control over documents which j,nitiate,.pay-.£"oll actions.

., . . '.
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Discipline over the computer operations is being strengthened by thet'ormlization of: (L) requests for modification and their implemeHtation;~ii) controls on authorizations for access to library tapes; (iii) storage ofmaster files and libraries at remote sites; and (iv) controls on file integrityand,a.ccess.

Offices aw~v from Headquarters and interorganization transactions,

73. The monthly accounna from offices away from Headquarters are recorded inthe central accounts from a variety of forms and documents. A standard EDP inputshould be developed for reporting and recording these activities.

74. Interoffice and interorganization transactions are process~d through
interoi"I~ict: "\; ouchers which are recorded t:b..rough a system of clcl:I.ring acccur.ts ,A review of several of these clearing accounts by the Internal. Audit Service hasindicated that many amounts remained uncleared for several years because availableinformation was not adequate for further follow-up. Subsequent ·et'forts haveimproved the situation but the process of clearing IOVs outstanding betweencertain offices remains many months in arrears.

75. A specialized inter-fund clearing account system in operation at Geneva hasnot been integrated into the main IOV system of' the United Nations. As a resultthere were major delays in clearing outstanding transactions between Headquartersand Geneva. Interim corrective action has now been taken.

76. Accounting for offices away from Headguarters and interorganizationtransactions should be improved by:

(a) Greater standardization of' documents used for reR0rting on activitiesof offices aw~v from Headquarters;

(b) More prompt cle~ing of outstanding IOVs;

(c) Integration of the interfund clearing account system at the United NationsOffice at Geneva with the main IOV system.

Response of the Administration

We agree with the comments made by the Auditors with respect toaccounting matters for offices away from Headquart~rs andinterorganization transactions. Their comments undezsccre the needfor further improvement despite the sizable efforts whic~ have beenmade and the improvements noted. Insufficient support documents andimproper' c~ding continue 1;0 hinder 'the prompt clearing of interofficeaccounts.

The forms and documents presently in use have evolved over a numberof years. The variety is attributable to the varying size of fieldoffices and the modes of accounting and funding employed. Some officesare more autonomous than others and are provided with funds, in differing
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fashions. Consequently, there are practical difficulties in arrivingat a standard form for EDP input for reporting activities of fieldoffices. However, the Auditors t suggestion will be further pursued.

Computer operations

77. A number of important procedures and interr~al control functions in thesystem of financial administration have been computerized, but the standards ofcontrol over computer operations in the New York Computing Centre are not asrigorous as they should be for important payroll and specialized financialapplications. There are no formal procedures to ensure that system and programmedocumentation is complete, that operators do not have unauthorized access toimportant files or programmes, that back-up fi.lefJ are available at an offsitelocation and that systems amendments will be properly tested and authorized.

78. The Controller is responsibl~ for the accounting re~ords and thisresponsibility must include the integrity of controls over computer servicesprovided by others. The Controller can meet this responsibility by establishingstandards of control, by obtaining a formal agreement that such standards are beingadhered to, and by conducting a periodic review of the operations.

79. The Controller should ensure that controls over all computer operationsaffecting financial records aread~~.

Response of the Administration

Consultations are presently under way between the Office ofFinancial Services and the Electronic Data Processing and InformationSystems Service so that procedures and standards will assure onlyauthorized access to files and programmes. Once established, periodicmeetings will be held with the Electronic Data Processing andInformation Systems Service and other users to ensure that theprocedures are adhered to.

Procedures are already in effect ~orthestorage of back-up filesat an offsite location. Procedures have likewise been established inthe Accounts Division for controlling modifications to existing systems:all changes must be authorized; complete testing of changes must be madefor the system as a whole ; and users must acknowledge that themodifications have been properly implemented.

Delegation of a.uthorities·.

80. The principal financial authorities are those granted to certif,ying andapproving officers as provided for intheFin~.ncialRules • There is an extensivenumber of.moresp~cialized a,uthorities delegated for purely financial matters, suchas for transfers between bank accounts, and for a variety of personnel matters,such as theapproval,?f salt'tJ:'Y advances.
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81. The segregation of authority between certifying ana. approving officers is thefoundation of the system of f'lnancial control at the United Nations for it tendsto ensure that no transa.ction can be processed without the authority of twoofficers.

82. Although this concept of segregating financial authorities is sound, themanner in which financial authorities are assigned and exercised can be improved:

(a) . Programme managers are not generally assfgned either financial authorityand are not personally responsible for authorizing transactions. This is lessserious when their executive or administrative officers exercise certif,yingauthority than when certifying authority is assigned to individuals in serviceorganizations such as personnel, general ser\."i.ces and budget officers. Nevertheless,programme managers are relieved of some of the responsibilities that they shouldrightfully exercise. Programme managers, or senior administrative personnelreporting directly to them, should be assigned certifying authority whereverfeasible. This should be accomplished through issuance of guidelines by theController to department heads as to the types of persons who should be recommendedas certifying officers.

(b) The Controller delegates his authority to designaiie certifying officersto the heads of the offices concerned in the case of the United Nations Office atGeneva, UNIDO, UNCTAD, UNEP, UNRWA, UNHCR and the International Court of Jus·cice •Assignment of this responsibility to the chief financial officers of theseorganizations would better recognize that functional authority flows down from theController, through the chief financial officers, to the certifying officersconcerned.

(c) Where an executive or administrative officer is designated certifyingofficer, the alternate should generally be the programme manager.

(d) Approving officers did not all have specimen signatures available withwhich to check the authent:j.city of certif,ying officers. Corrective action hasbeen taken in this respect.

(e) The responsibilities of certifying and approving officers are spelledout in the documentation appointing them and in other instructions. Despite this,interpretations of these responsibilities -vary widely among them,' indicating aneed for improved methods of making them aware of what is expected of them.

(f) Finally, financial authorities over payroll transactions and advances toemployees need to recognize and be consistent with authorities granted forpersonnel management.

83. An effective and reliable method of delegating. communicating. and ensuringadherence to a comprehensive set of financial authorities should be developedgiving particular consideration 'to:

(a) Assighing certifYing authority to programme managers or to personsreporting .directly to them;

(b) Establishing <7,'idelines as to the roles 2 qUalifications 2 reportingrela:tionships and minimum staff classifications of persons to be designated ascertifring and approving officers or their alternates;
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(c) Clari;r;ting the functions to be performed by e~ch me of authorizec!
officer on each type of transaction and the limits of authority regarding the
nature of the transaction, the amount or the account to be charged, as awlicable;

(d) Ensuring that the method of delegating authorities facilitates checking
by those responsible for recognizing authorized signatures.

.~.'

, Response of the Administration

The Administration agrees with the recommendations contained in
paragraph 133 in tiiat it recognizes that the first line of financial
control rests with the certif,ying and approving officers. Therefore,
it exercises carefully the delegation of certifYing authority and
~ecognizes that it is essential to establish proper and clear guidelines
as to the roles, responsibilities and reporting relationships of the
persons t.o be designated certifYing and approYing officers. The
Administration further agrees that the qUalifications of these officers
must be commensurate to the importa...'lt and highly complex responsibilities
entrusted to them. In order to achieve more clarity and understanding
of the interrelationship 0'1' the functions of' the certifying and
appro1!ing officers, the Administration, in line with the recommendation
of the Board, has proposed an amendment to the financial rules.

Principles of internal control

84. Internal control comprises the organizational arrangements and all the
co-ordinate systems and detailed checking and balancing procedures for ensuring:

(a) Orderly conduct of financial activities;

(b) Reliability of accounting records;

(c) Safeguarding of assets;

(d) Compliance with regulations ,rules and management directives;

(e) Timely preparation of reliable financial information.

85. There are extensive internal control procedures throughout the present
financial systems, but the effectiveness of these procedures depends too much on
the integrity, competence, personal skills and concentration of individual
employees, particularly when sYstems are strained by peaks of activity, when the
environmen~'changes and when staff is overworked.

86. There is no evidence that this has led to misappropriation of funds, but
employeesshculd not be placed in a position where they may be tempted t9 act
improperly. Moreover, from an audit standpoint, it is important that the controls
lihat are applied are properly documented since no amount of subsequent audit can
safeguardtb,e United Nations if' controls arE7 not effective· in the first pltlce.
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87. The financial sys'tems should attempt to ensure -that necessary corrtro'l.s areoperating without error or omission. Some observed weaknesses include:
(a) Some important balancing and reconciliation procedures lack independencebecause they are performed by persons responsible for processing the relatedinformation in the first instance;

(b) Supervisors do no-t always ensure that reconciliations are timely andaction has been initiated to clear discrepancies;
(c) Important control prg.cedures are not clcaxl;y~ documerrced ;
(d) Evidence of the performa.."lce of important controls are not always clearlyindicated on source documents for later reference;
(e) Stlpporting working papers are often informal and unstructured;
(r) Documents are not subject to reliable physical or sequential controlsand are not designed for efficient handling and coutrol of information.

88. Techniques of internal control vary. For implementation and continuedoperation of effective internal controls, action should be ta..1ten to ensure thatboth principles and techniques are understood ~ respected by, and are of concern toall officers with responsibility for financial and financially-related systems.Areas needing emphasis are:

(a) Segrega'tion of duties to ensure that, without necessary duplication,one person or one element of a system provides an independent check on another;
(b) S~pervision;

(c) Permanent evidence that prescribed controls have been performed;
(d) Improved forms design and documentation.

89. Principles for effective internal control should be communicated to allinvolved in the financial function so 'tha-t they are incorporated,. whereverpossible, in all financial and. financiall,v-related systems.

Response of the Administration
The comments of the Auditors have been noted with respect -to internalcontrols. "Extensive internal controls presently exist throughout theOrganization, which are sUQject to continuous review and changes as theneed arises. The independent reviews by the Administrative and ManagementService an,! by the Internal Audit Service are also taken into accoun-t asa part of the review. More formal steps will be taken to ensure -thatthe importance of these controls is understood by all appropria-te officers.
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Purchased goods ~d services

90. The processing of obligations and expenditure transactions for purchased goodsand services, travel, outside consultants and printing involves severalorganizational units including the originatine departments and offices and, asapplicable:! the Office of General Services, the Committee on Contracts, the Officeof Financial Services, the Office of Personnel SerV'ices and the Office ofConference Services at Headquarters and their counterpart uni.ts for transactionsp!'ocessed in Geneva. Generally, the proced.ures within each unit have beendeveloped without due consideration of the real or potential role of otherorganizationaJ. units in the system of internal control.

91. Some specific concerns are:

(a) Ifumerical and batch controls are established only as a final step in thecheque preparation process and errors or unauthorized adjustments could occurearlier in the cycle;

(b) Signature checldng procedures have certain deficiencies. For example,those responsible for recognizing signahures on purchase requisitions do not havespecimen signatures readily available;

(c) Procedures for certifying some external printing costs, other thanpUblications, are inconsistent with delegated authorities;

(d) Coding of accounts is not effectively checked.

92. Internal controls over purchased goods and services should be reir'i.ewed andthe procedures of the va.:rious units involved integrated.

Response of the Administration

In that the recommendation contained in paragraph 92 is to reviewthese procedures ,the Administration can concur in it. The InternalAudit Service will be asked to review and make recommendations on theinternal controls exercised over purchased goods &~d services.

Chegue issue

93. The Treasury Division prepares and issues cheques based on payment voucherssigned by an approving officer. Althou.gh the paJrment voucher or supportingdoc:Umentation received may include the signature of a certifying officer, it isnot referred to Or checked during the cheque issue process. The effect is thatcheques could be issued on the sole authority of an approving officer. Althoughimproper transactions could be detected by a review' of the allotment report or byinternal audit, a more effective control woUld be to establish batch controlsbefOre ·.VOJ,lch.:.;rs •are forwarded for payment.

94. Every payment transaction is separately,put into the mechanized cheque issuesystem of the Treasury Division and the EDP accounting system operated by the
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Accoun~s Division. This duplication of procedures also exists at the United NationsOffice at Geneva and leads to a need for manual balancing and reconciliationprocedures that should be avoidable in a computerized system. Con~rol is moredifficult since cheques are prepared and issued before transac~ions have beenrecorded in ~he accounts. Consequently, the accounting records do nob provideindependent control over the cheque issue process and errors or improprieties inthe process are less likely to be disclosed by routine accounting procedures.Preferably, source documents should need to be entered only once and computer inputfiles should be used both for cheque issue and for' accounting purposes. ManyTreasury functions should be an integral part of the computerized accounting systembut to date separate systems have been maintained.
95. Within the cheque issue system at Headquarters there are a number of internalcontrol weaknesses:

(a) Batch control data are forwarded to the EDP section along with the blankcheques for cheque preparation by the computer; totals by batches are not retainedin the Cashier's Section to prevent unauthorized adjustments or errors occuringduring the computerized cheque preparation procedures.
(b) The independent cash records generated from the cheque issue system,which are used for the management of cash balances, are not formally reconciledto the central accounts to confirm their accuracy.
(c) Persons involved in cheque issue at Headquarters also haveresponsibilities for the control of investments, cash funds, unused cheques, andthe cheque-signing machine, without an appropriate segregation of duties.

96. The systems for cheque ;ereparation and issue should be improved by:
(a) Making batch control procedures more effective over vouchers forwardedfor approval and over approved vouchers forwarded for cheque preparation;
(b) Ensuring there is an appropriate segregation of duties;
(c) Integrating cheque issue with entries in the central accounting systems.

Response of the Administration
With respect to the recomm~ndation contained in paragraph 96,which deals with cheque preparation and issue, the -Administration agreeswith the recommendations of the Auditors.

The Administration has already improved its batch controlprocedures in line with their r-eeommendatdon ; will, to the greatestextent practicable, ensure an appropriate segregation of duties; andintends to ~integrate cheque issue with entries in the centralaccounting systems at the earliest possible date.
With respect to integrating cheque issue and entries in thecentral accounting systems - and the hecessary duplication whichpresently exists, the Controller expects to have these operations
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"on_line" before the end of 1977 and has been promised that the computer
will be able to integrate these functions with central accounting during
1978. The necessary programmes to accomplish this were requested more
than a year ago: the flon-line tI programme has been developed and
approved and considerable work has been done on the programme which,
with adequate computer time, will result in integration.

Cash and short-term investments

97. Regular and extrabudgetary funds available for short-term investment at
Headquarters range rrom $300 to $500 million. The Controller is responsible for
cash management but in many cases depends on information from programme and -trust
fund managers.

98. Procedures for projecting cash requirements and making investment decisions
would be improved by:

(a) More closely monitoring the adequacy of cash management in offices e,T:la:y

from Headquarters; .

(b) Ensuring that all organizations regularly report their anticipated cash
requirements and balances to Headquarters;

(c) Cash forecasts which include information on interoffice charges and the
effects of timing differences between cheque issue and bank clearance;

(d) Closer monitoring of the appropriateness of imprest account levels; tl1e
Financi.a1Rules prt;sently require these levels to be based on an estimate of : .
expenditures for the following two and a half months;

(e) Making greater utiliz-ation of cash forecasts in the short",:,t~rm investment
programme.

r 99. Investment of funds in excess of immediate needs is handled by one investment
officer in consultation with the Treasurer and his deputy. Periodically, there
should be independent review of the use of cash and investment funds.

100• .An integrated cash management and short-term investment system should be
.developed providing for an appropriate degree of co-ordination among all United
Nations offices and an independent monitoring of over-all cash management : .:.i
investment activities.

Response of the Administration .

While not disagreeiI!gwiththerec:ommendationofthe Auditors as
conta.ined inp~ragraph fOD,deaJ.ing with integratedc.ash management and
short-term investment" the Administration believes that it has an
effective programIll.e.

The process. of' ensuring thattlle actions .set forth in paragraph 98,
subparag!'a.PAs (a.) to (c ),are ca;t'ri~dout is acolntin~ingonewhich
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adequate procedures ,alone 'tvill not cure. The procedures are in place(although they will be reviewed). The constant challenge is to makesure that the inputs are timely. 'toTe have made great progress on themonitoring of imprest accounts and a.re trying to get agreement witha lp.ajor bank to a further. Ilbreakthrough" which would permit additional.improvement. Independent rev-Iews conducted on these operations, whichbasically vetted their good health, 'ivill continue to be utilized.

Expendable and non-expendable property

101. The Office of General Services and the General Services Division in Genevamaintmin systems for the control of expendable and non-expendable property.Weaknesses in these systems include:

(a) SUbsidiary property records are not controlled throl.'lgh the main accounts;

(b) Persons responsible for the custody of the assets are also responsiblefor maintenance of the records and physical stock-takings, without the involvementof independent officers.

102. The Office of General Services at Headquarters is developing a computerizedsystem of property and supplies inventory records which will facilitate integrationinto the main accounts. An independent accounting control and !the involvement ofindependent persons in physical stOCk-taking would ensure that ezror-s and shortageswould not pass undetected.

103. The Comite de ContrOle du Materiel in Geneva has produced a. number ofrecommendations for improving control procedures over these assets with which wefully concur and would encourage implementation.

104. Control over expendable and non-expendable property should be enhanced by:

(a) gsing control accounts within the accounting records to ensure anindependent accounting control over property records;

(b) Involvin~ officers and others independent of the custodians of assetsin physical stock-takingS.

Respons.e of the Administration

The comments of the Auditors and the recommendation contained inparagraph 104, which deals with the control over expendable andnon-expendable property, have been noted. As pointed out by theAuditors, the present computerized system being developed by theOffice of General Services should facilitate integration into the maineccounba ," Its results are being awaited.
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Contributions

105. The Contributions Section of the Treasury Division of the Office of Financial
Services is responsible for recording, collecting and formally acknowledging'
receipt of assessed and voluntary contributions to the United riations, including
peace-keeping forces, trust funds and UNDP, from Member and non-member states;,

106. Payments which do not rela:te to u1IDP are normally made to specific banks
designated by the Contri:t>utions Section although sometimes they are deposited by
the paying Government into local UNDP field office bank accounts. In the latter
case, methods of communication by UNDP to the United Nations to identify deposits
made in other than the designated accounts do not always permit a timely accounting
for their receipt and their reporting may therefore be delayed at United Nations
Headquarters for several months, although steps are being taken to remedy this
situation.

107. The Contributions Section monitors unpaid pledges, using data from its own
manual systems which it reconciles to the computer-generated reports produced by
the Accounts Division.. The important control of reconciling the manual records
to the computerized reports is presently performed on an informal basis • ' ,
Procedures should be documented in formal instructions and 'reconciliations should
be periodically reviewed by supervisors.

108. United Nations Headquarters' and, the United Nations Development Programme
.!,houldimprove the' handling and accounting for contributions by :

(a) Applying procedures for identif'ying and reporting contributions not made
directly to Headguarte>~,.;

(b) Formalizing procedures for reconciling manual records to computerized
reJ)orts on unpaid pledges including a super7isory review to ensure their continued
and time1yperform.ance.

~espon~e6ftheAdministration

The Adminis.tration: concurs in the reconimendation' :contained ciD.
paragraph 108 with respect to the handling of contributions and pledges.

~ 1 . •

The Auditors are familiar with the interim steps which have been
taken to ensure reconciliation' and with .the fact that the Controller
has been promised an lion-line11 computer system during 1977 with further
integration to occur in 1978. . '., .. ..,

Internal audit

109. The Internal Audit SerVice is' maiIlly 'oriented towaI-ds examining samples of
.individual transactions. Because of the increasingly high volume and diversity of
transactions processed in the United Nations thepracticaiity of such an approach
is limited because of the resources it would require to make reviews of individual
transactions effective. ,..
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110. Internal audit is likely to be a more effective means of providing the
Administration with independent, objective and constructive appraisals of' financial
administration if' more emphasis is placed on understanding, evaluating and testing
systems of financial management and control, identifying weakneases , recommending
corrective action and concentrating the examinations of transactions in those
areas where weaknesses are identified.

111. The ability of the Service to discharge its mandate effectively and gradually .
shift its emphasis to a systems audit approach would be enhanced by:

(a) Programmes for professional development, training and career planning of
its auditors;

(b) Stronger computer auditing skills;

(c) A comprehensive guide to ensure uniformity of policies, standards and
practices;

(d) The development of audit practices which result in the evaluation of the
strengths and weaknesses of systems which monitor budget execution and provide
internal control and which test the continued operation of these systems;

(e) The further development of practices which review the economic use of
resources.

The effectiveness of the internal audit is related directly to the quality and
quantity of the professional resources available to the Service. It- is essential
that a decentralized organization such as the United Nations have an effective
internal audit function.

1l2. lrhe Internal Audit Service should develop its annual plansaf'ter consulting
with senior financial managers. This is not to diminish the independence and
objectivity of the auditors but to help ensure that the audit plans reflect
particular concerns of managers.

113. Financial audit should be improved by:

(a) Ensuring the .audit scope satisfies management's needs;

(b) Examining and evaluating systems of internal controls;

(c) Documenting audit policies and procedures;_

(d) Establishinp; programmes for professional development 2 training and
career planning of audit staff.

Response of the Administ!ation

The -Administration agrees, in essence, with the recommendation
contained- .fn paragraph 113 with respect to the audits to be conducted
by the Internal Audit Service.
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The Administration has: noted the comment of the Auditors on the
importance of both qUality and quantity of professional resources
available to that Service. The Administra:tion has some reservations
as to the wisdom of any substantial diminution in the sampling of
individual transactions by. the Service, at least for the present. In
a far-flung organiza.tion like the United Nations, with varying degrees
of trained personnel, the audit of transactions must be relied upon to
a greater extent than ina more homogeneous national system. However,
to the extent possible and without any immediate diminution of the
scope of essential transaction a.uditing, the Administration will make
every effort to .strengthenthe capacity of the Service "in the directions
recommended in the report. This may require the provision of additional
resources to the Service •

. '-
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APPENDIX

Changed audit emphasis by the United Nations Board of Auditors

Administrative instruction, dated 8 October 1976, a/ from the
Assistant Secretary-General (Controller~? Office of Financial
Services, to all heads of departments and offices, executive

and administrative officers

1. The purpose of this circular is to acquaint senior officials and others who
will be involved in the audit proce~s, including Executive and Administrative
Officers and all accounting staff, with the changed audit emphasis which the
United Nations Board of Auditors has decided to put into effect forthwith.

2. The Auditors advise that the principal innovations which they propose to
implement durting the course of '(;he 19'r6-1977 audit are:

(a) The merging of the staffs assigned to the Board of Auditors by its
three members to function as one integrated unit under the direction of a Director
General and three Directors of Audit Operations.

(b) The ihi;roduction of a systems audit approach which will shift the
emphasis to a considerable degree from the present transactions audit.

3. In systems audit, tests of accounting records and transactions are still
necessary, but the nature, extent and timing of these tests are planned largely
on the effectiveness, integrity and reliability of the accounting and financial
system being audited. In past years, the Board of Auditors has conducted internal
control reviews as part of their programme. However, the Auditors advise that the
introduction of the systems audit approach will require an in-depth study and
evaluation of the existing system of financial management and control in the
United Nations.

4. Such a study and evaluation wi.ll include the examination of:
.

(a) The financial direction, guidelines and pOlicies issued by the United
Nations Headquar-ter-s and the extent of compliance therewith in the various
components of the Organization;

(b) The financial systems and control procedures in individual United Nations
entities including budgetary controls, accounting and control of revenues,
expenditures, assets, liabilities, and commitments;

(c) The extent to whi~h financial systems and procedures are monitored and
audited by internal audit or management advisory groups;

~ Circulated as document ST/AI/24l.
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(d) The t;n>e, accuracy, timeliness, purpose and UGe of financial information
and reports currently prepar'ed;

(e) The duties, responsibilities and functions of financial and accounting
managers and staff with special reference to the system (Ii' financial and accounting
control as \-Tell as the relationships of their function wHh central financial and
accounting units.

5. The Auditors advise that their sutdy will be conducted at all major United
Nations units by teams composed of members of the staff of the Board of Auditors.
Upon completion of each review, they plan to report and discuss their findings
and recommendations with senior officials of the United Nations entity concerned.
They will also solicit comments and take them into consideration. Later, a
follow-up will be initiat,ed by the Auditors to monitor the progress of action
plans developed by the Secretariat as a result of the recommendations of the
Auditors or to deter.mine the reasons why their recommendations have not been
implemented. Findings and recommendations relating to more than one entity and
those which require the consideraion of United Nations senior officials will be
submitted by the Auditors to these officials, as will findings and recommendations
relating to central systems.

6. In order to facilitate the task of the Board of Auditors in the effective
application of this programme it is essential that the Auditors have the full
co-operation of all concerned. Executive Officers are therefore requested to
ensure that copies of this circular are made available to all staff members in
their respective departments/offices who may be involved in the audit process •

.,

.'
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LaB publicaciones de.las NacionesUnidas. ,fl8Mn en'vents, en,.librerlas y casas diatri.
'~ en' todas partes delmundo. ConsUlte. a 8U ,Ubreroo dirijasea: Naciones
Unidas, Secci6n deVentas, Nueva York 0 Ginebra. n'

'.

Price:$U.S•.12.()()
(or equivaleI1t in othel' currencies)
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