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LETTERS OF TRANSMITTAL
29 March 19Tk
Sir,
Pursuant to financial regulation 11.k4, as amended by General Assembly
resolution 3192 (XXVIII), I have the honour to submit the accounts of the Fund of
the United Nations Environment Programme as at 31 December 1973, which I hereby

approve.

Copies of these financial statements are also being transmitted to the
Advisory Committee on Administrative and Budgetary Questionms.

Yours truly,

(Signed) Maurice F. STRONG
Executive Director

The Chairman of the Board of Auditors
United Nations
New York
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25 June 19Tk
Sir,

I have the honour to transmit to you the financial statements of the United
Nations Environment Programme as at 31 December 1973.

Tn addition to the above, I have the honour to present the report of the Board
of Auditors with respect to the accounts of the United Nations Environment Programme

for the year 1973.

Accept, Sir, the assurances of my highest consideration.

(Signed) J. E. ESCALLON O.
Controller-General of Colombia
and
Chairman, United Nations
Board of Auditors

The President of the General Assenmbly
of the United Nations
New York



I. FINANCIAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1973

The Executive Director of the United Nations Environment Programme (UNEP) has
t¥ honour to submit the first annual financial report on the accounts of the Fund
of ™Me United Nations Enviromment Programme, together with the audited accounts,
comy 'sing two statements supported by five schedules, for the year ended
31 De ber 1973.

The ™mited Nations Environment Programme was established by General Assembly
resolution 2997 (XXVII) of 15 December 1972, in order to set up "a permanent
institutional sr.angement within the United Nations for the protection and
improvement of the human ervironment". By the same resolution, the Environment
Fund (now known as the Fund of the United Nations Environment Programme) was
created with the necessary institutional arrangements.

The Secretary-General of the United Nations submitted to the General Assembly
(A/C.5/1505/Rev.1l) administrative arrangements that he proposed to apply to the
handling of the resources of - the Fund and to the employment of the staff paid from
those resources. These arrangements were considered necessary in view of the
anticipated size of the Fund and its distinctive features, which might require
special treatment by way of separate financial rules and, where necessary,
exceptions to the Financial Resolutions. By its resolution 3192 (XXVIII) of
18 December 1973, the General Assembly approved the Secretary-General's proposal.

Financial position of the Fund and its resources

The first session of the Governing Council was held from 12 to 22 June 1973
at Geneva, at which the Council reviewed and approved the budget for the operation
of the Fund programme for 1973 and provisionally approved the one for 19TL.
Government pledges were also made in sunport of the programme of work of UNEF for
the same biennium and for future years.

Contributions to the Fund of UNEP, although somewhat slow in the first
instance, caught momentum as the year drew to a close. Total contributions
received and pledges formally announced as at 31 December 1973 totalled
$11,827,369, of which collections during 1973 amounted to $6,559,648. All cash
payments by Member Governments were received and acknowledged by the Secretary-
General of the United Nations as custodian of the Fund of UNEP. Pledges receivable
from Governments for 1973 amounted to $5,267,721 and for future years (19T4-197T)
amounted to $80,288,548 (see schedule 2 below).

At 31 December 1973, unencumbered funds amounting to $7,190,513 were available
for further programming after provision had been made for:



(a) A reserve of $2,846,360 for commitments on approved projects;
(b) A financial reserve of $491,9Th (7 1/2 per cent of contributions received).

The Executive Director approved projects for a total amount of $3,26L4,485 for
the year ended 31 December 1973, on which expenditures and obligations were incurred
in the smount of $418,125.

Financial rule 209.2 of the Fund (article IX) provides that a financial
reserve be established "... to guarantee the financial liquidity and integrity of
the Fund, to compensate for uneven cash flows ..."; the level of the reserve was
determined by the Governing Council at T 1/2 per cent and the reserve was set up
on the basis of collections received during the year 1973.

Thé net worth of the Fund at 31 December 1973 was $7,682,487, including the
financial reserve of $491,9Th mentioned above (statement I).

Cash and custodianship of cash

The Secretary-General of the United Nations as custodian of the Fund of UNEP,
receives contributions by Governments tothe Fund. On request from the Executive
Director, the Secretary-General remits funds to meet immediate requirements for
the disbursement of programme activities and to provide working capital. Such
funds as are not immediately needed are placed in short-term and long-term
investments as well as demand deposits by the Secretary-General. An amount of
$4,343,869 was placed in various banks on short-term and demand investments
(schedule I).

A representative of the Executive Director consulted with the Treasurer of
the United Nations with regard to the best way of handling funds available to UNEP.
It was agreed that; for the present, the Fund of UNEP should be segregated from
other trust funds of which the Secretary-General is custodian and be handled in a
separate investment bank account to be designated as the United Nations Environment
Programme Contributions Account.

Operation and Fund programmes

The United Nations Environment Progremme has four main categories of
expenditure which are to be financed from the Fund of UNEP. During the year 1973,
the Governing Council mede sppropriations which the Executive Director utilized
as follows:

Unutilized
Appropriations Utilization Appropriations

(In thousands of US dollars)

(1) Fund programme support 931 518 L13
(2) Administrative cost of

the Fund 642 409 233
(3) Fund programme activities 5,500 3,264 2,236

(4) Pund progremme reserve - - -
activilies



The unutilized appropriations on Fund programme support and administrative
costs of the Fund lapsed at the end of the fiscal year. The appropriations under
Fund programme activities were made to cover the period from the first session of
the Governing Council (June 1973) until the convening of the second session
(Mareh 1974). Therefore, the apnropriations of $2,235,515 unutilized at 31 December
are available for further programming. Subsequently, in 19T4, the Executive
Director approved additional projects against the above unutilized appropriations,
the cost of which to UNEP is $1,895,855.

During the year 1973, the Fxecutive Director did not find it necessary to
spend any resources under Fund programme reserve activities.

Regular budget of the United Nations

In addition to the above, the General Assembly appropriated $2 million under
the regular budget of the United Netions to meet the cost of servicing the
Governing Council session and to provide a small secretariat to serve as a focal
point for envirommental action and co-ordination within the United Nations system.
During the year 1973, the Executive Director utilized $1,748,802 of the regular
budget of the United Nations. The account and report for this item will be
reflected under section 21 in statement I and schedule 1 of the financial report
and accounts of the United Nations for the year ended 31 December 1973. 1/

Administrative arrangements

During 1973, the accounts of the Fund were maintained by the United Nations
Office at Geneva up to 31 October 1973. When the headquarters of UNEP was
established in Neirobi, all financial transactions of the Fund were handled from
there. For convenience and expediency, monthly surmaries of the accounts were sent
to New York by the United Nations Office at Geneva. The final accounts of the
Fund were drawn up by the UNEP secretariat on the basis of the consolidated records
obtained from New York.

1/ Official Records of the General Assembly, Twenty-ninth Session,
Supplement No. 7 (A/960T7), chap. III.




IT. AUDIT OPINION

We have examined the following appended financial statements, numbered I and
IT, properly identified, and relevant schedules of the United Nations Environment
Programme for the year ended 31 December 1973. 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 of our examination, we are of the opinion that the financial statements
properly reflect the recorded financial transactions for the year, which
transactions were in accordance with the Financial Regulations and legislative
authority, and present fairly the financial position as at 31 December 1973.

(Sizned) J. E. ESCALLON O.
Controller-General of Colombia

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

(Signed) A. HAMID
25 June 19Tk Auditor-General of Pakistan



IIT. ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 1973



Statement of assets, liabilities and unencumbered funds

STATEMENT I

gs at 31 December 1973
(In United States dollars)

Assets

Cash at banks and on hand

Investments (schedule 1)

Accrued interest on investments

Pledged contributions receivable from
Governments (schedule 2)

Accounts receivable

Deferred charges

Due from the United Nations General Fund

Total assets

Liabilities and reserves

Accounts payable

Reserve for outstanding obligations

Reserve for approved projects on 1973
appropriations (schedule 3)

Financial reserve T 1/2 per cent of
contributions received

Deferred contributions and income

Total liabilities and reserves

Balance of unencumbered funds

Excess of income over expenditure
(see statement IT)
Less: Financial reserve: 7 1/2 per cent
of contributions received
Balance available 31 December 1973

Total liabilities, reserve and
unencumbered funds

CERTIFIED CORRECT
(8igned) P. BERTHOUD
Asgistant Executive Director

Bureau of the Environment Fund and Management

Nairobi, 29 March 19Tk

T 682 L87

Lol 9Tk

218 780
L 343 869
37 117

85 556 269
62 453
8 501
1 309 920

91 536 909

416 108
303 406

2 846 360

491 9Th
80 288 548

84 346 396

7 190 513

91 536 909




Statement of income and expenditure for the year

ended 31 December 1973

Tncome

Less:

Contributions from Governments

Public donation

Interest income

Income of pre-conference activities
(schedule k)

Totel income

Expenditure

Fund programme activities:
Expenditure and obligations (schedule 3)
Commitment on approved projects (schedule 3)
Fund programme support costs (schedule 5)
Fund administrative costs (schedule 5)
Other expenditure:
Loss/gain on exchange..

Total expenditure

Excess of income over expenditure

CERTIFIED CORRECT

(Signed) P. BERTHOUD
Assistant Executive Director
Bureau of the Environment Fund and Management

Nairobi, 29 March 1974

418 125

2 846 360

STATEMENT II

11 827 369
350

T2 936

21 L4o1

11 922 1L6

3 264 485
517 985
408 9u46

418 243
L 239 659

T 682 487



In United States dollars

SCHEDULE 1

Investments as at 31 December

1973

Chemiczl Bank, New York
5 per cent savings account, demand

Chemical Bank, Frankfurt
11 1/4 per cent due 3 March 19Tk

Manufacturers Hanover Trust Co., London
Market rate of interest, U8-hours call

Manufacturers Hanover Trust Co., Frankfurt
10 per cent due 4 December 197k

Manufacturers Hanover Trust Co., London
9 1/4 per cent, 48-hours call

In Japanese yen equivalent of United States dollars

Mitsubishi Bank

2.7T5 per cent on demand

Total

-

85 506
400 000
1 606 756
500 000

800 000

951 607
L 343 869
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SCHEDULE 3

Summary ¢f appropriations, approved projects, expenditure and
obligations as at 31 December 1973

Expenditure
Appropriation  Approved and
Programme activities (apportionment) projects obligations
Human settleme human health, habitat b $ ¥
and well-bein, 1 200 000 642 995 174 909
Land, water and desertification "1 000 000 591 850 13 959
Educa@ion, training ., assistance and
information 800 000 551 T50 113 34k
Trade, economics, technology and
transfer of technology ' 500 000 456 000 69 314
Oceans 600 000 354 500 6 700
Conservation of nature, wildlife and
genetic resources 500 000 231 950 -
Energy 100 000 15 000 -
Earthwatch:
(a) Monitoring 300 000 78 240 26 060
(b) International referral system 200 000 129 000 13 839
Other programme developments including
future plan of action of UNEP 300 000 213 200 -

5 500 000 3 26k 485% 118 1252/

— N
* m—— P

Total surplus (deficit)

Excess of appropriations over approved

projects 2 235 515
Excess of appropriations over
expenditures and obligations 5 081 875

Excess of approved projects over

expenditure and obligations 2 846 360
(to be reserved)

a/ See statement II,

-]



SCHEDULE L4

Income and expenditure of pre-conference activities for the

period ending 31 December 1973

(in United States dollars)

Income

Contributions received

Government donor 1071 1972
$ $
Canada 39 500 -
Denmark Lo 000 20 000
Germany, Federal Republic
of - 31 kbt
Japan 30 000 -
Netherlands - 75 000
Sweden . 115 000 -
United States of | |
Americsa - 100 000
Total 224 500 226 LhL7
Private
Ford Foundation - -
Total
Total incor 224 500 226 LhT

=

€&
-3
w

200

100

000
000
000

000

64 000

535

6l

oLT

000

64 000
149 000

6l
599

000
LT

Expenditure

Salaries and common staff costs
Travel
Other expenses

Total expenditure

Excess of income over expenditure

a/ See statement II.

-11-




$)6T Joquena( T1¢ pnus

750 ¢%e AOEAT 916 gon Gg6 L1S T19 Get 00L 0%t T 000 2h9 000 1%6
128 92 610 2L ¢LT o ¢g6 LS - - 000 L9 000 OTT
188 652 00 Sg8H 61T 6ih 0L6 66§ 119 Set 00), OST T 000 60 000 THO T
4ot 2 HOT ¢ 9¢Q ¢ 9¢Q @ ge¢ G 000 1T 000 & 000 9
- ™6 HT 000 01 660 ST TH6 4T 000 Of 000 0T 000 0%
164 2 Seg LT 605 L2 GIT 92 9L¢ 02 000 #l, 000 0% 000 th
- 000 G2 - - 000 § 000 § - 000 &2
626 9 626 95 0T TOT 858 ge 000 T¢ 000 @ 000 g%
(Len ) (8w ) Len 6 g¢h S (5.8 ) 000 0T 000 § 000 §
- 000 L - - - 000 L
T0g 9T 000 2t 666 ¢ 006 ¢ 00g 6T 000 ST
00S ¢2 000 &2 - - 128 6q 00L 2L 00S ¢2 000 62
0L ¢ 26 2 - ggh € (%9 ) 00l & 000 &
- o586 g 000 L osh Tt 000 J, 000 02
(L6€ s2 ) e 1t L6¢ 6 ¢cl. 88 (0ST 4T ) 000 0JT 000 0L 000 00T
Gee L2 LTS 6¢ SLL 8L ¢gh Hl ehl 000 QST 000 90T 000 #¢T
LLT HT Log 61 ¢eg €¢9 s 8 000 0T 000 ST 000 02
- (gL 891) 000 06 Gel g9t (6aL g3T) 000 06 000 06 -
gee L& GLT Of 29. et 529 6 ¢t Le 000 06 000 06 000 0%
06t 14T 906 06% C1G #GT #60 oHT 96¢ ghT 000 64 000 90% 000 L6%
y
_$ _$ _$ _3$_ % —3$ _$ _3$
31909 §9800 83809 99500 SQUSWIOTTR pPenssy £9S00 £9.800
- 9ATYBIGSTUTHDY  qIoddns 2A.TIBVIJSTUTHPY  JJoddns JO souersq SQUaWOTTY OAT7BISTUTEPY  Jaoddns
sumreIZoxLI umreIdoxg POISGUIOUBU( SWIBIZOXI
(LIOIAHQ) SNTIINS TENLIANFINE SNOILVINIOYIAY

T830(%
JUSUSSOSSB
J¥B83S WOIF SWOOUI :SSF[

qusmdtnbs Isy3C
SSTOTUSA
quewdrnbs pus dImMTUING SOTIFO

quamdinba
pUB aIN3TUIN JO UOT3TSTnbOY

saTrddns UOTFBWIOIUT OTTANI
(Butgutxd Jurpnyout)
sot11ddns uorzonpoxdal TBUISUT
satrddns 20TJJ0 pur AISUOTLBIS
sTBTI= 8w pue sortddny

sarTddns pue sjooq Arexqril

(seoTAJSS
Zoandmoo JUTPNTOUT) SNOSUBTTIOSTH

SUOTYE0 TUNUIIOY)

satrTddns 20URUSAUTEM

FuTpnToutr °sSSTOoTUSA
pus quawdrnbs ‘aamgTuamy
JO 90UBUSIUTEW PUB TB3USY

sastumId
JO 9OUBUSUTEW DUB TBIUSY

sasuadxs Zurjeaado TBISUSY
SSSUTSNQ TBIOIJIC UC TOABI],

S3S00 JI83}S UOWIC)

TBTIUSISIITP FYBTU pue SWIFIBAQ

SqUBYTNSUOD
s0uB)STSS® Arerodeq TBISUSH
sysod paysTTqeYSH

S9TIBTES

IT8s5K I0Z punT 3Uq JO S9S00 IATIBIFSTUTWPR pur zoddns swmexfoxd pumy JOJT

SUOTYBITITQO PUB S2ANITPUSANS °PANSST SIUSWIOT[R °‘suorjwrixdordde JO Arsummg

S TINCIHOS

-12-



IV. REPORT OF THE BOARD OF AUDITORS

1. The Board of Auditors, established under General Assembly resolution T4 (I),
is required to audit the accounts of the United Nations, including all trust and
special accounts, in accordance with article XII of the Financial Regulations and
Rules of the United Nations and the annex to these Regulations, as well as General
Assembly resolution 3192 (XXVIII) and rule 21k.1 of the Financial Rules of the Fund
of the United Nations Environment Programme (A/C.5/1505/Rev.l, annex).

2. The Executive Director of UNEP submitted the following financial statements
and supporting schedules for audit:

Statement I. Statement of assets, liabilities and unencumbered funds as
at 31 December 1973. '

Statement II. Statement of income and expenditure for the year ended
31 December 1973.

Schedule 1  Investments as at 31 December 1973.
Schedule 2 Combined status of pledges unpaid as at 31 December 1973.

Schedule 3  Summary of appropriations, approved projects, expenditure and
obligations as at 31 December 1973.

Schedule 4 Income and expenditure of pre-conference activities for the
period ending 31 December 1973.

Schedule 5 Summary of appropriations, allotments issued, expenditures and

obligations for Fund programme support and administrative costs
of the Fund for the year ended 31 December 1973.

Scope of audit

3. The responsibilities of the Board of Auditors are governed by the principles
set out in the annex to the Financial Regulations and Rules of the United Nations
referred to in article XII, paragraph 1 of which reads as follows:

"l1. The Board of Auditors shall perform jointly and severally such
audit of the accounts of the United Nations including all trust funds and
special accounts, as it deems necessary in order to satisfy itself:

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

(b) That the financial transactions reflected in the statements have been
in accordance with the Rules and Regulations, the budgetary provisions and
other applicable directives;

~13-



(¢c) That the securities and moneys on deposit and on hand have been
verified by certificates received direct from the Organization's depositaries
or by actual count;

(d) That the internal controls, including the internel audit, are
adequate in the light of the extent of reliance placed thereugpon;

(e) That procedures satisfactory to the Board of Auditcrs have been
applied to the recording of all assets, liabilities, surpluses and deficits."

L. The Board's examiration was carried out in accordance with the above and
included a general review of the accounting procedures and such tests ¢f the
accounting records, systems of internal financial controls and other supporting
evidence as it considered necessary in the circumstances.

Audit comments

General

5. The Fund of the United Nations Environment Programme was established by
General Assembly resolution 2997 (XXVII) of 15 Deceiber 1972. The present report
cov rs the Fund's first financial statements.

6. During the period ended 31 December 1973, the Fund of the United Nations
Environment Programme received a total income of $11,922,146. The expenditure,
obligations and commitments amounted to $4,239,659, leaving a balance ot $7,682,487.

7. Appropriations were made for projects in the sum of $5.5 million, of which
expenditure and obligations amounted to $418,125 besides $2,846,360 committed on
approved projects.

8. Appro..iations for programme support and administrative costs were in the sum
of $1,573,000 against expenditures and obligations which amounted to $926,931. This
does not include expenditures incurred under the regular budget of the United
Nations.

Consultants engaged under special service agreements

9. An sppropriation of $50,000 was made for the engagement of consultants. The
expenditure for this purpose, however, amounted to $218,725. The conditions
governing the use of special service agreements for the engugement of consultants
(Personnel Directive 4/63, dated 15 July 1963) provide, inter alia, that "the
special service agreement is not to be used for the eugagemer. ¢i ~rsons to perform

full-time work for a continuous period or consecutive peric.: .=  .ue . .. It was
noticed that consultants were employed under special serv’' . - .rrssoent. “or
continuous/consecutive periods ranging from nine months *« Ve yeE it approval
of the appropriate authority was not obtained in cases 1iave:vip~ ompc 2 sbion

exceeding $5,000.

10. The Administration stated that UNEP needed expert ... .=z < 7 ies - chnical
and scientific aspects of environment and that necessary civerv.i: © %3 field was

«) b



aot normally available on a continuous basis. Although intermittent in nature, the
necdg of UNEP were at the same time of long-term duration. Under the circumstances,
the EXxeuo+tive Dircetor considered it essential to continue the practice, in
exceptional cases, of using special service agreements for longer periods in order
to obtain services that were essential to the proper implementation of the
environment programme. Tt was also stated that, wherever possible, special service
agrcements were being replaced by appointments, in accordance with the Staff Rules.

11. The Board appreciates the point of view of the Administration and suggests
that, in order to meet the special needs of UNEP, formal approval be sought for the
employment of consultants for longer periods in relaxation of the provisions set
forth in the Personnel Directive mentioned above.

Programme support and administrative costs

12. The programme support and administrative costs of UNEP met from the Fund and
the regular budget of the United Nations for 1973 amounted to $2,680,90L, while the
expenditure, obligations and commitments on operational activities of the UNEP
amounted to $3,26L4,485. The programme support and administrative costs constitute
45 per cent of the total costs of UNEP. This was the first year of operation of
UNEP and, understandably, efforts were concentrated on planning and organization
rather than on implementation of project activities.

13. As activities carried out by UNEP come into full operation, the Board hopes
that' the position in this regard will improve.

Maintenance of records

14. 1In terms of financial rule 110.25 of the United Nations Financial Reguliations
and Rules, maintenance of complete and accurate records of supplies, equipment and
other property purchased, received, issued, sold or otherwise disposed of and
remaining on hand is required. Furthermore, physical inventories of the property
are required to be taken at intervals as may be deemed necessary.

15. The Board notes with satisfaction that the work on this item was started by the
Administration in February 1974 and hopes that the records will be completed soon.

Acknowledgement
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his staff and the Secretariat of the United Nations in the discharge of its duties.

~

(Signed) J. E. ESCALLON O.
Controller-General of Colombia

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

(Signed) A. HAMID
Auditor-General of Pakistan

25 June 1974
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HOW TO OBTAIN UNITED NATIONS PUBLICATIONS

United Nations publications may be obtained from bookstores and distributors
throughout the world. Consult your bookstore or write to: United Nations, Sales
Section, New York or Geneva,

COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES

Les publications Jdes Nations Unies sont en vente dans les librairies et les agences
dépositaires du monde entier. Informez-vous auprés de votre libraire ou adressez-vous
4 : Nations Unies, Section des ventes, New York ou Genéve.

KAK ITOJIYYHMTH H3TAHNA OPTAHH 3AIHH OB BEJHHEHHBIX HAIIHHA

Hananua Oprarusanud O6benHHenHbIXx Hanufl MOXHO KYIMHTS B KHHXHBIX Mara-
3HHAX H areHTCTBaX BO Bcex paHoHax Mupa. HaBoanTe CHpaBKH 06 H3Q8HHAX B
BallleM KHEMXHOM MarasuHe WIH IHIIHTe IO ajapecy: Oprauusanusg O6beRuHEeHHbIX
Hanuil, Cexuud ro npogaxke uapanuit, Hero-Mopk unu XXeuepa.

COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS

Las publicaciones de las Naciones Unidas estdn en venta en librerfas y casas distri-
buidoras en todas partes del mundo. Consulte a su librero o dirijase a: Naciones
Unidas, Seccién de Ventas, Nueva York o Ginebra.

Litho in United Nations, New York Price: $U.S. 1.00 20396-August 1974-2800
(or equivalent in other currencies)
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