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yours truly,

29 March 1974

(Signed) Maurice F. STRONG
Executive Director

LETTERS OF TRANSMITTAL

Copies of these financial stiatemenns are also being transmitted to the
Advisor~ Committee on Administrative and Budgetary Questions.

The Chairman of the Board of Auditors
United Nations
New York

Pursuant to financial regulation 11.4, 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 ..

Sir,

, IIiU 11.IIULU.Ylil!J;"



25 June 1974

Sir,

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

In 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 Assembly
of the United Nations

New York

-v-
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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 ~e United Nations Environment Programme, together with the audited accounts,
com}. 'sing two statements supported by five schedules, for the year ended
31 Dc ~ber 1973.

Th~ '~ited Nations Environment Programme was established by General Assembly
resolution 2997 (XXVII) of 15 December 1972, in order to set up Ha permanent
institutional ~I.dngement within the United Nations for the protection and
improvement of the human er vi.ronmerrt It. By the same resolution, the Environment
Fund (now known as the Fund of the United Nations Environment Programme) was
created T~ith the necessary institutional arrangements.

The Secretary-General of the United Nations submitted to the General Assembly
(A/C.5/l505/Rev.l) 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 (lcrvIII) of
18 December 1973, the General Assembly approved the Secretary-Generalis 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 oue for 1974.
Government pledges were also made in su~port of the programme of work of UNEP 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 Gover~ents 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 (1974-1977)
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:
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A financial reserve of $491,974 (7 1/2 per cent of contributions received).

A reserve of $2,846,360 for commitments on approved projects;

(b)

(a)

Financial rule 209.2 of the Fund (article IX) provides that a financial
reserve be established If ••• to guarantee the financial liquidity and integrity of
the Fund, to compensate for uneven cash flow$ ••• "; the level of the reserve was
determined by the Governing Council at 7 1/2 per cent and the reserve was set up
on the basis of collections received during the year 1973.

The Executive Director approved projects for a total amount of $3,264,485 for
the year ended 31 December 1973, on which expenditures and obligations were incurred
in the amount of $418,125.
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The net worth of the Fund at 31 December 1973 was $7,682,487, including the
financial reserve of $491,974 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 to the Fund. On request from the Executive
Director~ the Secretary-General remits funds to meet immediate requirements for
the disbursement of programme activities &,d 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.

0:
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Operation and Fund programmes

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

413

233
2 236,

Unutilized
Appropriations

dollars)

409

3,264

931 518

642

5,500

-2-

Appropriations Utilization

(In thousands of US

(1) Fund programme support

(2) Administrative cost of
the Fund

( 3) Fund programme activities

(4) Fund programme reserve
activitIes
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Administrative arrangements

Regular budget of the United Nations

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

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 Nairobi, all financial transactions of the Fund were handled from
there. For convenience and expediency, monthly summaries 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.

In addition to the above> the General Assembly appropriated $2 million under
the regular budget of the United Nations to meet the cost of servicing the
Governing Council session and to provide a small secretariat to serve as a focal
point for environmental action and co-ordination within the United Nations system.
During the year 1973, the Executive Director utilized $1,748,802 ot the regular
budget of the United Nations. The account and report for this item will b~

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. !I

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
(March 1974). Therefore, the ap~ropriations of $2,235,515 unutilized at' 31 December
are available for further programming. SUbsequently, in 1974, the Executive
Director approved additional projects against the above unuti1ized appropriations,
the cost of which to LINEP is $1,895 3855.

,"' ",_'" __ula_..,,_

I
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1/ Official Records of the General'Assembly, Twenty-ninth Session,
Supplement No. 7 (A!9607), chap. Ill.
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II. AUDIT OPINION

(Si.~ned) J. E. ESCALLON O.
Controllep-General of Colombia

We have examined the following appended financial statements, numbered I and
II, 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 accor-dance with the Financial Regulations and legislative
authority, and present fairly the financial position as at 31 December 1973.

(Signed) A. HAMID
Auditor-General of Pakistan

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

25 June 1974

I
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STATEMENT I

$

218 780
4 343 869

37 117

85 556 269
62 453
8 501

1 309 920

91 536 909

f

$

Statement of assets~ liabilities and unencumb~red funds
as at 31 December 1973

(In United States dollars)

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

Assets

Liabilities and reserves

Accounts payable
Reserve for outstanding obligations
Reserve for approved projects on 1973

appropriations (schedule 3)
Financial reserve 7 1/2 per cent of

contributions received
Deferred contributions and income

Total liabilities and reserves

416 108
303 406

2 846 360

491 974
80 288 548

84 346 396

Balance of unencumbered funds

Excess of income over expenditure
(see statement II)

Less: Financial reserve: 7 1/2 per cent
of contributions received

Balance available 31 December- 1973

Total liabilities, reserve and
unencumbered funds

7 682 487

491 974
7 190 513

91 536 909
i
I

I'
CERTIFIED CORRECT

(Signed) P. BERTHOUD
Assistant Executive Director

Bureau of the Environment Fund and Management

Nairobi, 29 March 1974

I"
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STATEMENT II

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

$ $

Income

Contributions from Governments 11 827 369. Public donation 350
i Interest income 72 936

Income of pre-conference activities
(schedule 4) 21 491

Total income 11 922 146

~ess: Expenditure

r
I
I

\,
.\

•I

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
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418 125
2 846 360 3 264 485

517 985
408 946

48 243

4 239 659

7 682 487
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SCHEDULE 1

Investments as at 31 December 1973

In United States dollars

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

Chemical Bank, Frankfurt
11 1/4 per cent due 3 March 1974

Manufacturers Hanover Trust Co , , London
Market rate of interest, 48-hours call

Manufactu.rers Hanover Trust Co , , Frankfurt
10 per cent due 4 December 197J.~

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

In Japanese yen equivalent of United States dollars

Mit subishi Bank
2.75 per cent on demand

Total

-8-

85 506

400 000

1 606 756

500 000

800 000

951 607

4 343 869
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26 060
13 839

418 125a /

78 240
129 000

5 081 875

2 235 515

213 200

3 264 485a /

2 846 360

300 000

300 000
200 000

5 500 000

Expenditure
Appropriation ~pproved and-(apportionment) pr-o.iec t s obligations

$ $ $

1 200 000 642 995 174 909

1 000 000 591 850 13 959

800 000 551 750 113 341~

500 000 456 000 69 314

600 000 354 500 6 700

500 000 231 950

100 000 15 000

Programme activities

SCHEDULE 3

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

Excess of appropriations over approved
projects

Excess of appro:p'riations over
expenditures and obligations

Excess of approved projects over
expenditure and obligations
(to be reserved)

Total surplus (deficit)

Human settlemf human health, habitat
and well-beirib

Land, water and desertification

Education, training, assistance and
information

Trade, economics, technology and
transfer of technology

Oceans

Conservation of nature, wildlife and
genetic resources

Energy

Earthwatch:

(a.) Monitoring
(b) International referral system

Other programme developments including
future plan of action of UNEP

~ See statement II.
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SCHEDULE 4

Income and expenditure of pre-conference activities for the
period ending 31 Dec~mber 1973

(in United States dollars)

Income

Contributions received

Government donor 1971 1972 1973 Total

$ $ $ $

Canada 39 500 39 500
Denmark 40 000 20 000 60 000
Germany, Federal Republic

of 31 447 31 447
Japan 30 000 - 30 000
Netherlands 75 000 75 000
Sweden 115 000 85 000 200 000
United States of

America 100 000 100 000

Total 224 500 226 447 b:;5 000 535 947

Private

Ford Foundation 64 000 64 000

Total 64 000 64 000

Total incoJ)'l' 224 500 226 447 149 000 599 947
;~I

Expenditure

Salaries and common staff costs
Travel
Other expenses

Total expenditure

Excess of income over expenditure

a/ See statement II.
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478 158
52 050
48 248

578 456

21 49l !.l
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IV. REPORT OF THE BOARD OF AUDITORS

1. The Board of AUditors, established under General Assembly resolution 74 (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 214.1 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:

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:

Scope of audit

Combined status of pledges unpaid as at 31 December 1973.

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.

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

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

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

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

Investments as at 31 December 1973.

Schedule 4

Schedule 5

"1. 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:

8'
I:-

I 0
~
~

§ §

Statement I.

~~co~ Statement 11.
I:- to-
f(\ rrt

Schedule 1

~ Schedule 2
\0

I IJ'

~ Schedule 3

§ §
g ~

~ ~

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

(b) That the financial
in accordance with the Rules
other applicable directives;

transactions reflected in the statements have been
and Regulations, the budget.ary provisions and

i
'!
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(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 internal audit, are
adequate in the light of the extent of reliance placed thereupon;

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

4. The Board's examination was carried out in accordance with th~ above and
included a general review of the accounting procedures and such tests ef 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 Deceuber 1972. The present report
cov.rs the Fund's first financial statement 3 •

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 of $7,682,487.

7. Appropriations were made for projects in the sum of $5.5 mi.llion, 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
of $1,573,000 against expenditures and obligations which amounted to $926,931.
does not include expenditures incurred under the regular budget of the United
Nations.

Consultants engaged under special service agreements

sum
This

9. An appropriation of $50,000 wac made for the engagement l:Jf consultants. The
expenditure for this purpose, however, amounted ~o $218,725. The conditions
governing the use of special service agreements for the engagement of consultants
(Personnel Directive 4/63, dated 15 July 1963) proYide, inter a~iB:., that "the
special service agreement is not to be used for the el"lgageme~,~., c t"' >~rsons to perform
full-time work for a continuous period or consecutive perif,':~\"" ,,,'\1;.3 ~ .", It was
noticed that consultants were employed under special serv.~·, '.,r"'.,,;··::t'Ji~n"G, "or
continuous/ consecutive periods ranging from nine months .1,( .,,';, yea; .: "~,I' ~:pproval

of the appropriate authority was not obtained in cases :;,',1 vc 'y:ti1'~: ,(~ "';J~' :'.. :<,": \·)n
exceeding $5,000.

10. The Adninistration stated that UNEP needed expert ,J',",.~ ~ ',;,; 'n

and scientific aspects of environment and that necessary ~~:~e:k"'';.u".

'. 'U:' '~chnical

'; J field was



not normally available on a continuous basis. Although intermittent in nature, the
ne~a~ of UNEP were at the same time of long-term duration. Under the circumstances,
the Exb~~+{ve Director considered it essential to continue the practice, in
exceptional ~~ses, of using special service agreements for longer periods in order
to obtain services that were essential to the proper implementation of the
environment programme. It was also stated that, wherever possible, special service
agreements 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, forma.l 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 ~o $2,680,904, while the
expenditure, obligations and commitments on operational activities of the UNEP
amounted to $3,264,485. The programme support and administrative costs constitute
45 per cent of the total costs of UNEP. This was the first year of operation of
UNEf 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. In terms of financial rule 110.25 of the United Natians Financial Regulations
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 ta~en at intervals as may be deemed necessary.

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