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LETTERS OF TRANSMITTAL 

31 March 1988 

S i r , 

Pursuant t o f i n a n c i a l r u l e 311.4, I have the honour t o t r a n s m i t the f i n a n c i a l 
r e p o r t and accounts of the Un i t e d Nations H a b i t a t and Hviman Settlements Foundation 
f o r the biennium 1986-1987 ended 31 December 1987, which I hereby approve. 

Copies of these f i n a n c i a l statements are also being t r a n s m i t t e d t o the 
Advisory Committee on A d m i n i s t r a t i v e and Budgetary Questions. 

Accept, S i r , the assurances of my highe s t c o n s i d e r a t i o n . 

(Signed) Dr. Arcot RAMACHANDRAN 
Executive D i r e c t o r o f the 
United Nations Centre f o r 
Human Settlements ( H a b i t a t ) 

The Chairman of the Board of Audi t o r s 
United Nations 
New York 
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23 June 1988 

S i r , 

I have the honour t o t r a n s m i t t o you the f i n a n c i a l statements o f the United 
Nations H a b i t a t and Нгшап Settlements Foundation f o r the biennium 1986-1987 ended 
31 December 1987, which were submitted by the Executive D i r e c t o r . These statements 
have been examined and in c l u d e the a u d i t o p i n i o n o f the Board o f A u d i t o r s . 

I n a d d i t i o n , I have the honour t o present the r e p o r t o f the Board of Audi t o r s 
w i t h respect t o the above accounts. 

Accept, S i r , the assurances of my hi g h e s t c o n s i d e r a t i o n . 

(Signed) André CHANDERNAGOR 
Senior President of the 

Court of Accounts of France 
and Chairman o f the 

United Nations Board of Auditors 

The President of the General Assembly 
of the U n i t e d Nations 

New York, N.Y. 
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I . FINANCIAL REPORT FOR THE BIENNIUM 1986-1987 
ENDED 31 DECEMBER 1987 

1. The Executive D i r e c t o r o f the Un i t e d Nations Centre f o r Human Settlements 
( H a b i t a t ) i s responsible f o r a d m i n i s t e r i n g the United Nations H a b i t a t and Human 
Settlements Foundation (UNHHSF) and, a c c o r d i n g l y , t r a n s m i t s h e r e w i t h the f i n a n c i a l 
r e p o r t and accounts of the Foundation f o r the biennium 1986-1987 ended 
31 December 1987. 

Summary p f s i g n i f i c a n t account;ing p o l i c i e s 

2. The Foundation f o l l o w e d the accounting p o l i c i e s enumerated below: 

(a) The accounts are kept i n accordance w i t h the F i n a n c i a l Regulations and 
Rules o f the Un i t e d Nations and the s p e c i a l annex t h e r e t o f o r the U n i t e d Nations 
H a b i t a t and Human Settlements Foundation (ST/SGB/UNHHSF F i n a n c i a l Rules/3 (1978)); 

(b) Assets, l i a b i l i t i e s , income and expenditures are recorded on an accrual 
b a s i s ; 

(c) The f i n a n c i a l p e r i o d of the Foundation i s a biennium c o n s i s t i n g o f two 
consecutive calendar years. I n accordance w i t h the d i r e c t i v e s o f the O f f i c e o f 
Fi n a n c i a l Services, the f i n a n c i a l f i g u r e s o f the Foundation f o r the biennium are 
t r e a t e d as a whole i n s t e a d of i n annual f i g u r e s ; 

(d) The accounts are presented i n U n i t e d States d o l l a r s . Transactions i n 
currencies other than U n i t e d States d o l l a r s are recorded a t the United Nations 
o p e r a t i o n a l r a t e o f exchange p r e v a i l i n g a t the time the t r a n s a c t i o n took place; 

(e) Pledged c o n t r i b u t i o n s . Pledges are recorded as income on the basis of a 
w r i t t e n commitment by a prosp e c t i v e donor t o pay a monetary c o n t r i b u t i o n a t a 
s p e c i f i e d time or times. Pledges received f o r f u t u r e years are recorded as 
defe r r e d income; 

( f ) Deferred charges. Deferred charges comprise expenditure items which are 
not p r o p e r l y chargeable i n the c u r r e n t f i n a n c i a l p e r i o d and which w i l l be charged 
as expenditure i n the subsequent f i n a n c i a l p e r i o d ; 

(g) For balance-sheet statement purposes, o n l y t h a t p o r t i o n o f the education 
grant advance t h a t i s assumed t o p e r t a i n t o the s c h o l a s t i c year completed as a t the 
date of the f i n a n c i a l statement i s shown under d e f e r r e d charges. The f u l l amount 
of the advance i s maintained i n the accounts r e c e i v a b l e from s t a f f members, u n t i l 
such time as the s t a f f member produces the r e q u i r e d proof of e n t i t l e m e n t t o the 
education g r a n t , a t which time the budgetary account i s charged and the advance 
recovered; 

(h) Surplus account. The surplus account of the Foundation Fund represents 
funds a v a i l a b l e f o r the f u t u r e use of p r o j e c t e d a c t i v i t i e s ; 

( i ) Savings from the l i q u i d a t i o n o f p r i o r p e r i o ds' o b l i g a t i o n s are c r e d i t e d 
d i r e c t l y t o the Foundation surplus account. 
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F i n a n c i a l p o s i t i o n and o p e r a t i n g r e s u l t s 

3. The f i n a n c i a l p o s i t i o n and o p e r a t i n g r e s u l t s f o r the biennium 1986-1987 ended 
31 December 1987 o f the Foundation and the I n t e r n a t i o n a l Year o f Shel t e r f o r the 
Homeless (proclaimed by the General Assembly i n i t s r e s o l u t i o n 37/221 o f 
20 December 1982) are shown i n the attached statements and are summarized as 
f o l l o w s : 

(a) The combined excess o f expenditure over income 1/ ( n e t d e f i c i t income) 
f o r the bienniiun 1986-1987 amounts t o $207,233 (statements V and V I ) . However, a 
saving from l i q u i d a t i o n of p r i o r f i n a n c i a l p e r i o d u n l i q u i d a t e d o b l i g a t i o n s o f 
$362,195 was r e a l i z e d as a t 31 December 1987; 

(b) The Foundation has a combined unencumbered fund balance of $6,974,174 
a v a i l a b l e f o r e x i s t i n g and f u t u r e commitments (statement V I I ) . 

4. The combined t o t a l income of $9,721,178 includes c o n t r i b u t i o n s t o the 
Foundation and the Year, recorded on the basis of r e c e i p t of f i r m and o f f i c i a l 
l e t t e r s o f pledges (statements V and V I ) . 

5. The Secretary-General of the United Nations i s the custodian o f the funds o f 
the Foundation. During the biennium 1986-1987, pledges by Goverxunents i n the t o t a l 
of $8,696,738 were recorded f o r the Foundation and the Year, and c o l l e c t i o n s and 
adjustments o f $8,079,670 were made, of which $1,010,809 was f o r the p r i o r p e r i o d . 
Current and p r i o r years' pledged c o n t r i b u t i o n s i n respect of the Foundation and the 
Year i n the amount of $1,432,436 and $662,181, r e s p e c t i v e l y , remained unpaid as a t 
31 December 1987. The unpaid pledged c o n t r i b u t i o n s f o r f u t u r e years f o r the 
Foundation and the I n t e r n a t i o n a l Year amounted t o $1,847,631 and $20,500 
r e s p e c t i v e l y (schedules 1.1 and 2.1). 

6. Expenditures f o r the biennium 1986-1987 t o t a l l e d $9,896,350 and are d e t a i l e d 
by expenditure components i n statements I , I I , I I I and IV. Of t h i s amount, 
$4,439,158 r e l a t e s t o programme and programme support a c t i v i t i e s (statements I 
and I I I ) and $5,457,192 t o p r o j e c t a c t i v i t i e s of the Foundation and the Year. 

7. The expenditure f o r programme and programme support a c t i v i t i e s (statements I 
and I I I ) were i n c u r r e d against an a l l o c a t i o n of $4,993,900 approved f o r the purpose 
by the Commission on Human Settlements a t i t s e i g h t h session, h e l d a t Kingston i n 
1985. This a l l o c a t i o n and the r e l a t e d expenditures are analysed by programme as 
f o l l o w s : 

1/ The l e v e l of expenditure f o r 1986-1987 approved by the Commission on 
Hiunan Settlements a t i t s 10th plenary meeting on 10 May 1985, i n i t s r e s o l u t i o n 
8/25 on budgetary matters, was $10,712,800. 
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Progranmie 

Executive d i r e c t i o n and management 

Human settlements programmes 

A d m i n i s t r a t i v e and common services 

T o t a l 

T o t a l expenditure 
1987 1985 

(United States d o l l a r s ) 

858 509 746 554 

2 613 079 1 954 201 

967 570 722 207 

4 439 158 3 422 962 

8. P r o j e c t expenditures are i n c u r r e d against a l l o c a t i o n s o f $6,490,533 approved 
by the Executive D i r e c t o r and, as i n d i c a t e d i n paragraph 6, t o t a l l e d $5,457,192 
d u r i n g the biennium 1986-1987. 

9. T o t a l expenditure i n the biennium 1986-1987 i s d i s t r i b u t e d as f o l l o w s : 

1987 1985 

(United States d o l l a r s ) 

Programme and programme support costs (Foundation) 3 610 700 2 677 300 

Programme and programme support costs ( t h e Year) 828 458 745 662 

P r o j e c t costs (Foundation) 4 362 556 3 973 690 

Pr o j e c t costs ( t h e Year) 1 094 636 613 161 

T o t a l 9 896 350 7 829 813 
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I I . REPORT OF THE BOARD OF AUDITORS 

I n t r o d u c t i o n 

1. As r e q u i r e d by General Assembly r e s o l u t i o n 74 ( I ) of 7 December 1946, the 
Board o f A u d i t o r s has aud i t e d the accounts of the Un i t e d Nations H a b i t a t and Human 
Settlements Foundation f o r the biennium ended 31 December 1987. 

2. The examination was conducted i n accordance w i t h a r t i c l e X I I of the F i n a n c i a l 
Regulations and Rules of the United Nations and the annex t h e r e t o and w i t h the 
common a u d i t i n g standards adopted by the Panel of Ex t e r n a l A u d i t o r s of the Un i t e d 
Nations, the s p e c i a l i z e d agencies and the I n t e r n a t i o n a l Atomic Energy Agency. The 
examination was conducted a t the headquarters a t N a i r o b i . 

3. During the bienniiun, the Board of Au d i t o r s continued i t s p r a c t i c e o f r e p o r t i n g 
the r e s u l t s o f s p e c i f i c a u d i t s and i s s u i n g management l e t t e r s c o n t a i n i n g d e t a i l e d 
a u d i t observations t o the A d m i n i s t r a t i o n . This p r a c t i c e has helped t o ma i n t a i n a 
continuous dialogue w i t h the A d m i n i s t r a t i o n . 

4. The f o l l o w i n g are the most s i g n i f i c a n t matters a r i s i n g from our a u d i t 
examination d u r i n g the bienniiam. We have discussed these matters w i t h the 
A d m i n i s t r a t i o n , whose responses have been i n c o r p o r a t e d where a p p r o p r i a t e . 

Summary of recommendations 

5. We recommend t h a t the f o l l o w i n g c o r r e c t i v e a c t i o n s , presented i n order o f 
p r i o r i t y , be taken: 

(a) The A d m i n i s t r a t i o n should i n s t i t u t e measures t o strengthen budgetary 
c o n t r o l s . I t should seek post factum approval from the Commission on Human 
Settlements f o r over-expenditures i n c u r r e d . Over-expenditures should be i n c u r r e d 
o n l y i n compliance w i t h r u l e s and r e g u l a t i o n s , and budgetary l i m i t s should always 
be recognized; 

(b) The A d m i n i s t r a t i o n should f o r m a l i z e a p o l i c y statement t h a t would d e f i n e 
the c r i t e r i a used i n the sharing of common expenditures by the r e g u l a r budget, 
programme support accounts, and the H a b i t a t and Human Settlements Foundation f o r 
the guidance o f the s t a f f concerned; 

( c ) The p r a c t i c e o f charging general temporary assistance funds f o r s a l a r i e s 
of personnel t h a t have been rendering services f o r more than one year should be 
dis c o n t i n u e d and post factum approval obtained f o r charges already made; 

(d) The A d m i n i s t r a t i o n should comply w i t h the cost-saving measures announced 
by the Secretary-General and the implementing memorandum o f the 
Under-Secretary-General f o r A d m i n i s t r a t i o n and Management, s p e c i f i c a l l y , the 
p r o h i b i t i o n o f the renewal of short-term or f i x e d - t e r m appointments o f less than 
12 months' d u r a t i o n ; 

(e) E f f o r t s should be exerted f o r the c o l l e c t i o n o f p r i o r years' pledges. 
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Stimmary o f f i n d i n g s 

6. Our review of a l l o t m e n t s and expenditures d i s c l o s e d t h a t over-expenditures 
were i n c u r r e d i n c e r t a i n groups of compatible o b j e c t s o f expenditures f o r the 
Foundation and f o r the I n t e r n a t i o n a l Year of Shel t e r f o r the Homeless, as w e l l as 
f o r programme support costs. The over-expenditures ranged from 5 t o 30 per cent o f 
a l l o t m e n t s . 

7. Our a u d i t of general o p e r a t i n g expenses revealed t h a t most of the charges 
represented the share o f the programme support s p e c i a l account f o r common 
expenditures. The expenditures are shared among the r e g u l a r budget, the Foundation 
and the I n t e r n a t i o n a l Year o f Shel t e r f o r the Homeless. 

8. Our review of the s t a f f l i s t revealed t h a t t h e re were 12 posts, the s a l a r i e s 
f o r which were being charged t o general temporary assistance f o r a continuous 
p e r i o d o f more than one year. 

9. Our a u d i t o f the s t a f f i n g a u t h o r i z a t i o n t a b l e attached t o the 1986-1987 
a l l o t m e n t advice f o r the I n t e r n a t i o n a l Year of Shel t e r f o r the Homeless d i s c l o s e d 
t h a t t h r e e a d d i t i o n a l temporary posts, namely, two L-5 and one L-2 posts, had been 
provided. 

10. The r e l a t e d costs f o r these posts have been and are being charged against the 
expenditure l i n e f o r general temporary assistance i n p l a n n i n g and c o - o r d i n a t i n g 
demonstration p r o j e c t s . 

11. Our examination d i s c l o s e d s i x instances where short-term and f i x e d - t e r m 
appointments o f l e s s than 12 months* d u r a t i o n were not allowed t o lapse upon 
e x p i r a t i o n , c o n t r a r y t o the cost-saving measures announced by the Secretary-General 
i n ST/SGB/217 and c l a r i f i e d by the under-Secretary-General f o r A d m i n i s t r a t i o n and 
Management i n h i s memorandum o f 25 March 1986. 

12. Our examination also d i s c l o s e d t h a t a G-7 s t a f f member who had resigned was 
h i r e d a t the P-1 l e v e l and subsequently as a c o n s u l t a n t . 

13. Our examination of o u t s t a n d i n g pledges as a t 31 December 1987 f o r the 
Foundation and the I n t e r n a t i o n a l Year of Shel t e r f o r the Homeless d i s c l o s e d t h a t 
t o t a l pledges r e c e i v a b l e amounted t o $3,962,748. Of t h i s amount, $268,333 p e r t a i n s 
t o the biennium 1984-1985 and p r i o r p e riods. 

Budgetary c o n t r o l 

Over-expenditures i n groups o f compatible o b j e c t s of expenditure 

14. Our review and a n a l y s i s o f expenditures and a l l o t m e n t s as a t 31 December 1987 
d i s c l o s e d over-expenditures i n the f o l l o w i n g groups of compatible o b j e c t s of 
expenditure; 
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Groups o f compatible Over- Percentage 
o b j e c t s o f expenditure Allotments Expenditures expenditures pf al l o t m e n t 

($) ($ ) ($) 

(a) UNHHSF 

Consultants 94 700 123 292 28 592 30.19 

F u r n i t u r e and equipment 49 700 54 378 4 678 9.41 

Supplementary conference 

and language services 2 500 3 117 617 24.69 

(b) Programme support expençlitures 

Communications 299 800 315 080 15 280 5.10 

F u r n i t u r e and equipment 83 ООО 108 373 25 373 30.5 
15. Section 5.02.28 of the United Nations Finance Manual s t a t e s t h a t " w i t h i n any 
give n group of compatible o b j e c t s of expenditure, over-expenditure i n one o b j e c t of 
expenditure account may be i n c u r r e d f o r a purpose f o r which t h i s group o f accounts 
has been budgeted, provided i t i s o f f s e t by under-expenditure i n another account i n 
the group. Approved l e v e l s i n a p a r t i c u l a r group may not be exceeded w i t h o u t the 
p r i o r approval of the Budget D i v i s i o n " . The a f o r e s a i d over-expenditures are 
t h e r e f o r e not w i t h i n the purview o f the p r o v i s i o n s o f the u n i t e d Nations Finance 
Manual quoted above. 

16. We recommended, and the A d m i n i s t r a t i o n agreed, t h a t post factum approval 
should be sought f o r over-expenditures i n c u r r e d , t h a t such over-expenditures should 
be i n c u r r e d o n l y i n compliance w i t h r u l e s and r e g u l a t i o n s , and t h a t budgetary 
l i m i t s should always be recognized. I n the case of extrabudgetary resources, the 
A d m i n i s t r a t i o n informed us t h a t the higher use than expected of extrabudgetary 
funds was brought about by the f i n a n c i a l c r i s i s under the r e g u l a r budget, having 
r e s u l t e d i n s t r i c t l i m i t a t i o n s on the resources a l l o c a t e d under i t , which use of 
extrabudgetary funds was however authorized by the Executive D i r e c t o r on the 
c o n d i t i o n t h a t resources be made a v a i l a b l e through o f f s e t t i n g between programmes of 
under-expenditure and over-expenditure and f o r which the a u t h o r i t y o f the 
Commission on Human Settlements would be sought a t i t s next r e g u l a r session. I n 
the case o f programme expenditures, the A d m i n i s t r a t i o n informed us t h a t a pro forma 
budget r e v i s i o n would be authorized by the Executive D i r e c t o r under h i s a u t h o r i t y 
t o administer progranune support income i n accordance w i t h the p r o v i s i o n s of 
ST/AI/286 i n c o n s u l t a t i o n w i t h the Budget D i v i s i o n . 

17. I n i t s response, the A d m i n i s t r a t i o n , i n a d d i t i o n t o t a k i n g note of our 
comments, f u r t h e r s t a t e d t h a t : "The Centre wishes, however, t o r e i t e r a t e i t s 
b e l i e f t h a t the act i o n s taken were necessary and w i t h i n the i m p l i e d a u t h o r i t y of 
the Executive D i r e c t o r , w h i l e r e s p e c t i n g s p e c i f i c o b j e c t s of expenditure 
l i m i t a t i o n s , t o administer the budget w i t h the necessary f l e x i b i l i t y and good 
judgement t o ensure o v e r a l l implementation of the a c t i v i t i e s mandated by the 
Commission, sub j e c t always t o f u l l and prompt r e p o r t i n g t o the Commission a t i t s 
next subsequent session. I n t h i s connection i t i s important t o bear i n mind the 
f a c t t h a t the t i m i n g of sessions of the Commission i s such t h a t once the programme 
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budget proposals f o r a biennium are approved/ i t i s g e n e r a l l y not f e a s i b l e t o 
o b t a i n the Commission's approval o f any amendments t h e r e t o t o meet unforeseen 
circumstances, except on a post facttim b a s i s . " 

Sharing o f common expenditures 

18. Our review o f general o p e r a t i n g expenses also revealed t h a t most of the 
charges t o t h i s account represented the share of the programme support s p e c i a l 
account f o r common expenditures. We observed t h a t these expenditures are charged 
to the r e g u l a r budget, the programme support accounts, the H a b i t a t and Hviman 
Settlements Foundation and the Foundation's I n t e r n a t i o n a l Year o f Shelt e r f o r the 
Homeless a t the r a t e s o f 45, 25, 25, and 5 per cent, r e s p e c t i v e l y , of the t o t a l 
c osts. There were, however, instances where the sharing of common expenditures was 
not made i n accordance w i t h the aforementioned percentages. 

19. We recommended t h a t a p o l i c y statement on the c r i t e r i a t o be used f o r the 
sharing o f expenditures be f o r m a l i z e d f o r the guidance of the s t a f f concerned. 

20. The A d m i n i s t r a t i o n r e p l i e d t h a t "the c r i t e r i a on the basis of which 
expenditures are apportioned by sources of funds are already i n place and are 
f a m i l i a r t o the concerned s t a f f . A c cordingly, t h i s recommendation i s understood t o 
re q u i r e t h a t these c r i t e r i a be set out f o r m a l l y i n w r i t i n g , which w i l l be done". 

P a y r o l l and personnel i n f o r m a t i o n systems 

Ppsts charged t o general temporary assistance funds 

21. Our review o f the s t a f f l i s t s as a t 31 December 1987 f o r a l l fund sources 
d i s c l o s e d 12 posts f o r which s a l a r i e s were being charged t o general temporary 
assistance f o r a continuous p e r i o d of more than one year. 

22. ST/SGB/177 and ST/AI/295 d e f i n e temporary s t a f f as those i n d i v i d u a l s whose 
temporary services are r e q u i r e d by the o r g a n i z a t i o n from time t o time t o a s s i s t the 
reg u l a r s t a f f i n the performance of t h e i r f u n c t i o n s by p r o v i d i n g s k i l l s or 
knowledge s i m i l a r t o those possessed by re g u l a r s t a f f or f o r which the o r g a n i z a t i o n 
has a c o n t i n u i n g need. They also provide i n s t r u c t i o n s as t o when these temporary 
s t a f f are t o be h i r e d and what f u n c t i o n s they are t o perform. I t i s s i g n i f i c a n t t o 
note t h a t , i n order t o c l a s s i f y one as a temporary s t a f f , the l e n g t h o f h i s or her 
c o n t r a c t should not be more than one year. 

23. We recommended t h a t the p r a c t i c e of charging the s a l a r i e s of personnel who 
have been rendering services f o r more than one year t o general temporary assistance 
funds be di s c o n t i n u e d and t h a t post factum approval be obtained f o r charges already 
made. 

24. The A d m i n i s t r a t i o n agreed t o our recommendation t h a t s t a f f performing r e g u l a r 
s t a f f f u n c t i o n s should not be charged t o long-term general temporary assistance 
funds. I t also s t a t e d t h a t , e f f e c t i v e 1 January 1988 and f o l l o w i n g a c a r e f u l 
review o f the d u t i e s o f such s t a f f , t h e i r s a l a r i e s had a l l been charged t o posts 
funded from the r e g u l a r budget or extrabudgetary resources whenever p o s s i b l e i n 
accordance w i t h the nature of t h e i r d u t i e s . The needed approval f o r the past 
charges t o general temporary assistance had already been sought and approved by the 
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General Assembly on the occasion of the A d m i n i s t r a t i o n ' s submission t o i t o f i t s 
second performance r e p o r t w i t h i n the b i e n n i i m . 

Economy measures o f the Secretary-General 

25. A memorandum dated 25 March 1986 was addressed t o a l l heads o f departments and 
o f f i c e s by t h e Under-Secretary-General f o r A d m i n i s t r a t i o n and Management f o r the 
purpose o f c l a r i f y i n g the m o d a l i t i e s f o r the implementation o f the cost-saving 
measures announced by the Secretary-General i n ST/SGB/217. Under paragraph 3 
the r e o f / s h o r t - t e r m or f i x e d - t e r m appointments o f less than 12 months' d u r a t i o n are 
t o be allowed t o lapse upon e x p i r a t i o n and are not t o be renewed. 

26. Our review o f the compliance by the Centre w i t h the p r o h i b i t i o n of renewal of 
appointments d i s c l o s e d s i x instances where appointments were renewed a f t e r the 
e x p i r a t i o n o f appointments of those who were h i r e d on a sho r t - t e r m and f i x e d - t e r m 
b asis of l e s s than 12 months' d u r a t i o n . 

27. We s t r o n g l y recommended t h a t the A d m i n i s t r a t i o n comply w i t h the cost-saving 
measures announced by the Secretary-General and the implementing memorandum of the 
Under-Secretary-General f o r A d m i n i s t r a t i o n and Management. The A d m i n i s t r a t i o n 
acceded, e i t h e r by a l l o w i n g the res p e c t i v e appointments t o lapse, or by o b t a i n i n g 
the approval of the Secretary-General f o r exceptions t o the r e c r u i t m e n t freeze. 

Resigned General Service s t a f f r e h i r e d git P r o f e s s i o n a l l e v e l and gyibsegviently 9^ 
co n s u l t a n t 

28. Our review of short-term or f i x e d - t e r m appointments of 11 months' d u r a t i o n or 
less d i s c l o s e d the case o f a G-7 s t a f f member on a f i x e d - t e r m appointment who 
resigned e f f e c t i v e 31 December 1985 and was r e h i r e d on 10 February 1986 a t the P-1 
l e v e l f o r a f i x e d - t e r m of 11 months. At the time of the s t a f f member's 
r e s i g n a t i o n , the s t a f f member s t i l l had one f u l l year unserved on a two-year 
extension up t o 31 December 1986 a t the 6-7 l e v e l . 

29. We also noted t h a t the s t a f f member sat the 1985 co m p e t i t i v e examination f o r 
promotion t o the P r o f e s s i o n a l category given i n March 1985. Our i n q u i r y w i t h the 
O f f i c e of Personnel Services a t Headquarters d i s c l o s e d t h a t the s t a f f member was 
not considered e l i g i b l e f o r promotion t o the P r o f e s s i o n a l category. 

30. Paragraph ( g ) , s e c t i o n I , o f General Assembly r e s o l u t i o n 33/143 o f 
20 December 1978 provides t h a t the "movement of s t a f f from the General Service 
category t o the P r o f e s s i o n a l category should be l i m i t e d t o the P-1 and P-2 
l e v e l s ... and such r e c r u i t m e n t should be conducted e x c l u s i v e l y through competitive 
methods o f s e l e c t i o n The f a c t s surrounding the appointment o f the s t a f f 
member concerned s t r o n g l y suggest t h a t the a c t i o n was i n c o n t r a v e n t i o n o f the 
General Assembly r e s o l u t i o n c i t e d above. 

31. When we disagreed w i t h the A d m i n i s t r a t i o n ' s c o n t e n t i o n t h a t the appointment 
was w e l l w i t h i n the delegated a u t h o r i t y o f the Executive D i r e c t o r t o f i l l on a 
temporary basis a post t h a t had been reserved only f o r s t a f f members who have 
s u c c e s s f u l l y passed the com p e t i t i v e examination and which Headquarters had been 
unable t o f i l l , the appointment of the s t a f f member concerned was allowed t o expire 
e f f e c t i v e 31 December 1987, a f t e r extending the same s i x times, each extension 
ranging from one t o two months. 
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3 2 . Our f u r t h e r v e r i f i c a t i o n , however, d i s c l o s e d t h a t a f t e r the e x p i r a t i o n o f the 
appointment o f the s t a f f member concerned, the s t a f f member was o f f e r e d a s p e c i a l 
s e r v i c e agreement as an i n d i v i d u a l c o n t r a c t o r under a p r o j e c t . Our examination of 
the p r o j e c t document r e l a t i n g t o t h a t p r o j e c t revealed t h a t the p r o j e c t ' s only 
o b j e c t i v e was t o p rovide programme and f i n a n c i a l management assistance f o r the 
programme and p r o j e c t a c t i v i t i e s funded by extrabudgetary resources. 

3 3 . I n view o f the circumstances p e r t a i n i n g t o the appointment o f the s t a f f member 
concerned, we i n q u i r e d as t o the p r o p r i e t y o f h i r i n g the s t a f f member as a 
c o n s u l t a n t where the f u n c t i o n s t o be performed could be done by i n d i v i d u a l s who are 
already i n the o r g a n i z a t i o n . We also i n q u i r e d as t o the p r o p r i e t y o f e s t a b l i s h i n g 
a p r o j e c t merely f o r the purpose c i t e d above. 

34 . The A d m i n i s t r a t i o n informed us t h a t when the Commission approved the 
a c t i v i t i e s o f the I n t e r n a t i o n a l Year o f S h e l t e r f o r the Homeless, p r o v i s i o n was 
made f o r t e c h n i c a l co-operation and t h a t i t has the mandate t o h i r e the s t a f f 
r e q u i r e d t o p r o v i d e necessary p r o j e c t back-stopping. A f t e r the p r o j e c t s are 
completed and a t the end of the a c t i v i t i e s of the Year, a review must be c a r r i e d 
out i n order t o close the p r o j e c t s and t o f i n a l i z e the accounts o f the Year. 

35i We disagree w i t h the A d m i n i s t r a t i o n ' s c o n t e n t i o n and m a i n t a i n t h a t t h a t 
undertaking c o u l d very w e l l be performed by s t a f f members w i t h i n the o r g a n i z a t i o n , 
as has been done i n the past i n accounting f o r the t r a n s a c t i o n s of the 
I n t e r n a t i o n a l Year o f S h e l t e r f o r the Homeless. The A d m i n i s t r a t i o n took note of 
our comments. I t a l s o s t a t e d t h a t "The Centre none the less f e e l s t h a t i t i s 
necessary t o p o i n t out the e x c e p t i o n a l and unavoidable circiunstances compelling the 
r e c r u i t m e n t a c t i o n under c o n s i d e r a t i o n , a c t i o n of which was taken s o l e l y i n the 
i n t e r e s t o f safeguarding p r o j e c t d e l i v e r y and p r o j e c t a c c o u n t a b i l i t y " . 

Consultants 

Vpfinish^d consultancy ççntrgict 

36 . Our review o f a p r o j e c t d e a l i n g w i t h an a u d i o - v i s u a l i n f o r m a t i o n support 
programme f o r human settlements development d i s c l o s e d t h a t the p r o j e c t ' s d u r a t i o n 
had been extended t o the end o f 1986 t o enable the c o n s u l t a n t t o complete h i s 
assignment, which extension e n t a i l e d an increase i n the p r o j e c t budget. Further 
v e r i f i c a t i o n l i k e w i s e d i s c l o s e d t h a t , i n 1987, the c o n s u l t a n t was o f f e r e d a s p e c i a l 
s e r v i c e agreement but t h a t he had t o perform f u n c t i o n s d i f f e r e n t from those he had 
t o undertake f o r the p r o j e c t under review. 

3 7 . He i n q u i r e d from the A d m i n i s t r a t i o n as t o the c u r r e n t s t a t u s of the p r o j e c t 
o u t p u t s , c o n s i d e r i n g the l e n g t h of time t h a t had elapsed since the p r o j e c t was 
f i r s t implemented, given t h a t i n 1987 when the p r o j e c t should have long been 
completed, t h e r e were s t i l l outputs (such as e d i t i n g , n a r r a t i o n , music and f i n a l 
mixing) t h a t had t o be accomplished. 

38 . The A d m i n i s t r a t i o n informed us t h a t the i n i t i a l work p l a n prepared by the 
c o n s u l t a n t proved too ambitious i n terms of the l a r g e number of outputs 
a n t i c i p a t e d . Thus, the p r o j e c t document was subjected t o f o u r r e v i s i o n s and 
extended t o December 1986 t o permit completion o f the work. I t f u r t h e r s t a t e d t h a t 
the delay i n completion was due t o the f a c t t h a t some of the footage and i n t e r v i e w s 
proved questionable f o r reasons e n t i r e l y u n r e l a t e d t o t h e i r t e c h n i c a l or a r t i s t i c 
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q u a l i t y . R e s o l u t i o n of t h i s matter proved t o be very time-consuming and a d e c i s i o n 
was f i n a l l y taken not t o proceed w i t h completion and as such, the p r o j e c t was 
consequently closed. 

39. Based on the preceding explanations, we recommend t h a t , i n f u t u r e execution of 
p r o j e c t s , the A d m i n i s t r a t i o n should make a c a r e f u l assessment as t o the f e a s i b i l i t y 
o f accomplishing the p r o j e c t outputs. Considering t h a t the p r o j e c t under review 
had undergone f o u r r e v i s i o n s , the A d m i n i s t r a t i o n could have foreseen a t the ou t s e t 
the problems t o be met i n the course of i t s execution. 

F i n a n c i a l r e p o r t i n g 

P r i o r p e r i o d s ' pledges re c e i v a b l e 

40. Our review o f outsta n d i n g pledges as a t 31 December 1987 f o r the Foundation 
and the I n t e r n a t i o n a l Year of Shelter f o r the Homeless d i s c l o s e d t h a t t o t a l pledges 
r e c e i v a b l e amounted t o $3,962,748. Of t h i s amount, $268,333 p e r t a i n s t o the 
biennium 1984-1985 and p r i o r p e r i o d s . 

41. We recommended, and the A d m i n i s t r a t i o n agreed, t h a t e f f o r t s should be made t o 
c o l l e c t p r i o r periods' pledges. The A d m i n i s t r a t i o n , however, informed us t h a t 
unpaid pledges p r i o r t o 31 December 1987 included pledges made d u r i n g the years 
p r i o r t o 1981 and t h a t e f f o r t s made t o c o l l e c t these pledges had not r e s u l t e d i n 
any p o s i t i v e response. This can be a t t r i b u t e d t o the d e c l i n i n g economic and 
unstable p o l i t i c a l s i t u a t i o n t h a t developed i n the pledging c o u n t r i e s a f t e r the 
pledges were made. 

42. I n i t s response, the A d m i n i s t r a t i o n f u r t h e r s t a t e d t h a t : "UNCHS wishes t o 
r e i t e r a t e t h a t sustained e f f o r t s are already being exerted through q u a r t e r l y 
reviews o f the s t a t u s o f pledges and c o n t r i b u t i o n s and subsequent requests f o r 
payments being sent t o the Governments concerned. This i s supplemented by 
occasional v i s i t s t o the same Governments subject t o the a v a i l a b i l i t y o f t r a v e l 
funds. The Centre's task i s made d i f f i c u l t i n the case of some p r i o r years' 
pledges where the l a t t e r were made by Governments no longer i n power. This 
recommendation can, t h e r e f o r e , only be regarded as f u r t h e r encouragement t o H a b i t a t 
t o p e r s i s t i n these e f f o r t s . " 

Comments on matters d e a l t w i t h i n the r e p o r t on the 
biennium 1984-1985 

43. The matters contained i n our 1984-1985 r e p o r t 1/ have e i t h e r been d e a l t w i t h 
t o our s a t i s f a c t i o n or have been mentioned again i n t h i s r e p o r t . 

1/ O f f i c i a l Records o f the General Assembly, F o r t y - f i r s t Session, Supplement 
Ho. 5H (A/41/5/Add.8), sect. I I . 
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m . AUDIT OPXNION 

He have examined the following appended f i n a n c i a l statements, numbered I to 
VIZ, properly i d e n t i f i e d * and relevant schedules of the United Nations Habitat and 
Hunan Settlements Foundation for the f i n a n c i a l period ended 31 December 1987. Our 
examination included a general review of the accounting procedures and such t e s t s 
of the accounting records and other supporting evidence as we considered necessary 
i n the circumstances. 

As a r e s u l t of our examination* we are of the opinion that the f i n a n c i a l 
statements present f a i r l y the f i n a n c i a l position as at the end o£ the period and 
the r e s u l t s of i t s operations for the period then ended. 

The f i n a n c i a l statements were prepared i n accordance with the stated 
accoimting p r i n c i p l e s * which were applied on a basis consistent with that of the 
preceding f i n a n c i a l period. The transactions were i n accordance with the Financial 
Regulations and l e g i s l a t i v e authority. 

(Signed) André CHANDERNAGOR 
Senior President of the Court 
of Accounts of France 

(Signed) R. T. NELSON 
Auditor General of Ghana 

(Signed) Eufemio С. DOMINGO 
Chairman* Commission on Audit, 
the Philippines 

23 June 1988 
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STATEMENT V 

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION 

gtat^mgnl; of inçpmg ançL gxpenditurç f o r the biennium 
1986-1987 ended 31 December 1987 

(United States d o l l a r s ) 

Income 1987 1985 

C o n t r i b u t i o n from Governments and others 7 097 262 5 241 300 

Subventions 6 226 

Income from investments 917 063 1 403 698 

Refund o f p r i o r year's expenditure 680 19 260 

Refund o f c o n t r i b u t i o n s from the 
Un i t e d Nations J o i n t S t a f f Pension Fund 1 177 17 117 

Income from f i l m , t e l e v i s i o n , e t c . 8 725 22 128 

Other income 25 365 1 385 

8 050 272 6 711 114 

Expenditure 

Expenditure and u n l i q u i d a t e d o b l i g a t i o n s 
(statements I and I I ) 7 973 256 6 470 990 

Gain or l o s s on exchange ( n e t ) 32 061 184 449 

T o t a l expenditure 8 005 317 6 655 439 

Excess o f income over expenditure 44 955 55 675 

C e r t i f i e d c o r r e c t 

(Signed) Dr. Arcot RAMACHANDRAN 
Executive D i r e c t o r 

N a i r o b i , 31 March 1988 
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STATEMENT V I 

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION 

Statement o f income and expenditure f o r the I n t e r n a t i o n a l Year 
of S h e l t e r f o r the Homeless f o r the bienniiim 1986-1987 ended 

31 Dççembgr 1997 

( U n i t e d States d o l l a r s ) 

Income 1987 1985 

C o n t r i b u t i o n from Governments 1 638 731 1 293 852 

Co n t r i b u t i o n s from p u b l i c donors 5 197 11 504 

Subventions 25 ООО -
Gain on exchange 1 979 Gain on exchange 

1 670 906 1 305 356 

Expenditure 

Expenditure and u n l i q u i d a t e d o b l i g a t i o n s 
(statements I I I and IV) 1 923 094 1 358 823 

T o t a l expenditure 1 923 094 1 359 923 

Excess o f income over expenditure ( d e f i c i t ) (252 189) (53 467) 

C e r t i f i e d c o r r e c t 

(Signed) Dr. Arcot RAMACHANDRAN 
Executive D i r e c t o r 

N a i r o b i , 31 March 1988 
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STATEMENT VII 

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION 

Statement of assets and l i a b i l i t i e s for the biennium 
1986-1987 ended 31 December " Ш ? 

(United States d o l l a r s ) 

Assets 1987 1985 
Cash at banks, on hand and in t r a n s i t 546 009 1 141 157 
Investments (schedule 4.1) 6 160 506 5 818 010 
Contributions from public donors (Foundation) 346 185 
Pledged contributions receivable from Governments 

(schedule 1.1) 3 280 070 1 591 170 
Pledged contributions from public donors (the Year) 2 ООО 5 500 
Pledged contributions from Governments for the Year 

(schedule 2.1) 682 682 1 513 716 
Accounts receivable 29 879 49 318 
Seed c a p i t a l loans (long-term) 33 333 
I n t e r e s t receivable 92 558 114 742 
Deferred charges 11 241 12 996 
Due from United Nations General Fund 308 511 1 003 378 
Due from other United Nations agencies (net) 8 308 

Total assets 11 121 764 11 629 505 

L i a b i l i t i e s 
Accounts payable 539 102 38 169 
Unliquidated obligations (statements I , I I , I I I , IV) 875 210 917 561 
Deferred contributions from public donors 145 570 
Deferred contributions (schedule 1.1) 1 847 631 387 220 
Deferred contributions for the Year (schedule 2.1) 20 500 717 640 
F i n a n c i a l Reserve 600 ООО 
Due to United Nations General Fund 257 305 862 555 
Interfund payable 7 842 31 450 

Total l i a b i l i t i e s 4 147 590 3 100 165 

Fund balance 
Balance available at 1 January 1986 8 529 340 9 165 748 
Less: Provision for f i n a n c i a l reserves (600 ООО) 
Add; Excess of income over expenditure (statements V and VI) (207 233) 2 208 
Add: Savings effected from liquidated prior years' 

unliquidated obligations 362 915 491 310 
Less: Adjustments to prior years' contributions (1 110 848) (1 129 926) 
Balance available at 31 December 1987 6 974 174 8 529 340 

Total l i a b i l i t i e s and fund balance 11 121 764 11 629 505 

C e r t i f i e d correct 

(Signed) Dr. Arcot RAMACHANDRAN 
Executive Director 

Nairobi, 31 March 1988 
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SCBBOULE 3.1 

UMXTBO HXTZOHS ВЛВХТХТ AMD ИиМЛЫ SETTLBMEHTS FOUNDATION 

P r o j o c t tKp»nfliUrt« by cçimtrY ап4 t y r c g i p P i f p r the 
MOTnlww гт-Ш! Ш9<1 ? ; P»cgmi?er 1997 

(Uaited States d o l l a r s ) 

Country pro5eet« Total expenditure 

Barbados 46 026 
Burundi 31 347 
Burkina Faso 81 079 
B r a s i l 34 266 
B o l i v i a 292 878 
B r i t i s h V i r g i n Islands 964 
Cameroon 6 747 
Chad 38 
ColoHibia 103 617 
China 45 295 
Cape Verde 45 274 
Costa Rica 19 819 
F i j i 23 381 
Democratic Yemen 12 021 
Ghana 23 679 
Guatemala 40 269 
Ganibia 29 682 
Jamaica 40 943 
Jordan 95 962 
Kenya 66 944 
Mexico 47 111 
Hepal 23 752 
Niger 36 251 
Nigeria 6 580 
Pakistan 32 167 
Peru 503 
Rwanda 75 125 
S i e r r a Leone 643 
S r i Lanka 2 370 
Tun i s i a 6 977 
Turkey 2S 962 
United Arab Emirates 2 912 
United Republic of Tansania 27 612 
Yemen 7 880 
Zaire 36 950 
Zambia 4 

Subtotal 1 377 644 
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SCHEDULE 3.1 (concluded) 

Country projects Total expenditure 

Caribbean 

Qtn^ir prpjgçtg 

Subtotal 

Programme support costs 

Total project expenditure 

Projects for the International Year 
Shpiter f o r thp qomgiess 

Burundi 
F i j i 
Greece 
S r i Lanka 
Other projects 

91 121 

2 917 683 

бит 
4 Ш 55C 

34 550 
42 ООО 
2 058 

213 268 
m 760 

Total project expenditure 1 094 m 
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SCHEDULE 4.1 

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION 

Investment^ administered by Vnite4 NatJPnff Hggdgyt&rteyg 
9 S a t 31 D^çemt>gr 1997* 

(United States d o l l a r s ) 

Ampynt 
STATE BANK OF INDIA, NASSAU 

7.5000 per cent 800 ООО 
27 January 1988 
7.3125 per cent 1 ООО ООО 
16 February 1988 
8.000 per cent 1 800 ООО 
21 March 1988 

KOREA EXCHANGE BANK, NEW YORK 
8.0625 per cent 1 ООО ООО 
4 January 1988 
7.4300 per cent 500 ООО 
5 February 1988 

CREDITO ITALIANO, NEW YORK 
7.8750 per cent 300 ООО 
27 March 1988 

MORGAN GUARANTY TRUST COMPANY, NEW YORK 
6.1250 per cent 400 ООО 
c a l l account 

BANK OF MONTREAL, VANCOUVER 
6.0000 per cent ($Can 150 ООО) 114 504 
28 January 1988 
6.0000 per cent ($Can 150 ООО) 114 504 
10 March 1988 
6.2500 per cent ($Can 200 ООО) 152 671 
29 A p r i l 1988 

C e r t i f i c a t e deposits maintained by 
United Nations Headquarters 21 173 

6 160 506 

* Income from investments i s shown i n statement V. 
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