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LETTERS OF TRANSMITTAL

31 Maz'ch 1973

Sir,

Pursuant to financial regulation 15.1~ I have the honour to submit the
annual accounts of the United Nations DeveLopmerrt Programme as at 31 December 1972,
which I hereby approve. The financial statements 'rave been prepared and certified
as correct by the Acting Head of the Office of Financial Services.

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.

(Signed) Rudolp1 A. PETERSON
Administrator of the

United Nations Development Programme

The Chairman of the
Board of Auditors

United Nations
Ne~T York

-iv-
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22 June 1973

Sir,

Accept, Sir, the assurances of my highest consideration.

&Jd~.Skk J.!su"U=SII

·-v-

a i $ I•••SAl ;U.t

The President of the General Assembly
of the United Nations

New York

(Signed) J. E. ESCALLON O.
Chairman

Board of Auditors

In addition to the above, I have the honour to present the report of the
Board with respect to the United Nations Development Programme accounts for
the year 1972.

I have the honour to transmit to you the financial statements of the
United Nations Development Programme as at 31 December 1972 which were submitted
by the Administrator of the United Nations Development Programme. These
statements have been examined a~d certified by the Board of Auditors.
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I. FINANCIAL REPORT FOR THE YEAR ENDED 31 DECEMBER 1972

1. The Adwinistrator has the honour to submit herewith his financial report for
the year ended 31 Dece~ber 1972, toge+her with the audited accounts of the
United Nations Development Programme for the year ended 31 December 1972 and the
report of the Board of Auditors. The accounts are conprised of two st.at.ement s
(I and 11) certified by the United Nations Board of Auditors and are supported by
eight schedules.

2. This submission is made in conformity with the decision of the General Assembly
Clother decisions" relative to resolution 2196 (XXI) to accept the r-ecomraenda't i on
of the Fifth Committee 1/ and with regulation 15.1 of the Financial Regulations and
Rules of the United Nations Development Programme approved by the Governing Council
at its thirteenth session (DP/2/Rev.l)).

3. Separate reports on the consolidated fi~ancial position of the United Nations
Development Progr&we will be submitted to the Governing Council in accordance with
regulation 15.3 of the Financi al Regulations and Rules of the United Nations
Development Progrmmile.

Effect of new financial policies and procedures

4. The consensus approved by the Governing Council at its tenth seSSlon and
endorsed by the General Assenbly at its twenty-fifth session (see resolution
2688 (XXV), annex) resulted in the departure from the concept of full funding of
the prograrume and in a one time release of substantial resources which had been
earmarked for the full cost of implementing ongoing projects. In addition,
indicative planning figures were established for individual cOill1try progralnmes and
intercountry progr-ammes based on UNDP resources estimated to be available during
the indicative planning figure period 1972-1976. Country progrrorrmes have been
approved in 1972 for 58 of the developing cOlmtries. These progrmmnes define, In
approximate terms, priorities, directions and phasing of UNDP assistance for
periods of two to five years into the future.

5. Other changes were implemented in 1972 as a direct result of decisions taken
on procedures of an operational character; for exronple, the former Special Fund
and Technical Assistance components were merged, and the methoJ of recording and
r~porting income and allocations was changed to present the financial resources in
a manner consistent with the annualized funding concept.

6. The following paragraphs briefly slliJmarize these changes, which are recorded
in the accounts and reflected in the financial statements for the year 1972.

7. Adjustments to unallocated resources of $52.4 nillion at 1 January 1972
included:

1/ Official Records of the General AsseLfuly, Twenty-first Session~ Annexes,
agenda i t.em 78 ~ document. A/6596.
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(a) $418.3 million~ which represents the restoration to resources following
the elimin~tion of full funding of cumulative allocations issued to agencies as at
31 December 1971 in respect of future years' costs of implementing ongoing projects.

(b) $13.6 million, which represents the restoration to resources of reserves
which had previously been recorded in the financial accounts of agencies to provide
for terminal benefit payments to experts on their separation from service. These
reserves are no longer required under the new arrangements, implemented in 1972,
covering standard costs for experts since these terminal costs are now included
in an annual standard cost of $30,000 for each expert.

(c) (i) $10.2 million, which represents the restoration to resources of
excess overheads collected at 31 December 1971 by agencies under the
arrangements applicable to the implementation of the former Special
Fund projects. Agency entitlements for project overhead cost:; were
recalculated on the basis of the rate or rates applicable on
cumulative project expenditure to 31 December 1971. The
recalculation established that most agencies had drawn overhead
funds from UNDP in excess of entitlements to the extent of
$10.2 million. Consequently, the accounts as at 31 December 1972
reflect this amount as receivable from agencies with a corresponding
credit to resources of the UNDP Account.

(ii) Discussions are still going on with some agencies with respect to the
basis employed in calculating the entitlements and the final method
for repaying the excess overhead drawings. As a result, these
agencies have not recorded the liability in their accounts as at
31 December 1972 but have noted this matter as a contingent
liability.
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8. At its eleventh session, t;he Governing Council approved a new system of
assessed programme costs (previously called local costs) and Governments are
required to pay, with effect from 1 January 1972, a flat rate of 8 per cent of
their total indicative planning figure as a contribution towards assessed programme
costs. In 1972, Governments' assessed programnle costs including adjustments to
prior years' income under local costs amounted to $8.9 million.

(d) An operational reserve of $150 million was established in accordance
with paragraph 29 of the consensus.

(e) $237 5 million representing 1972 and ~

$2.2 milliun representing'1972 and future years
contributions f'c r former :Special Fund projects
accounts to deferred income. This adj ustment Wb.._

annualized funding concept of the Programme.
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9. A progranlme reserve of $9.0 million was established in 1972 in accordance
with the decision of the Governing Council at its eleventh session. During 1972,
allocations issued from the programme reserve amounted to $8.2 million.

10. The new financial procedures lmplemented in 1972 included a standard cost
system whereby projects were charged for the eost of experts at an annual standard
of $30,000 for each expert. In 1972, the over-all actual cost of experts was
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11. Allocations issued for 1972 expenditure, including overhead costs and UNDP
programme support and administrative costs, amounted to $506.6 million, which
exceeded available resources by $49.5 million. This programme deficit is primarily
the outgrowth of a programming system based on full funding of projects and is
considered transitional pending improved planning and budgeting of programme
activity in the future. Taking into account the actual expenditure of agencies,
which is provisionally estimated at $274 million, instead of allocations issued to
agencies for programme implementation, the final results would reflect a surplus
balance for the year 1972 of approximately $108 million. Under the present
procedures, project budgets will be revised during 1973 to reflect the actual
experience of project irrp1ementation during 1972. In addition, revision procedures
have been instituted which should result in allocations for annual project activity
being more realistic.

$7.7 million less than the standard cost.
year-end and will be retained as a reserve
excess of the standard in future years.

This amount was refunded by agencies at
to offset actual expert costs in tc

l~
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Administrative and programme support serVlces budget

12. The budget estimates for the year 1972 were submitted to the Governing Council
at its thirteenth session. The Council approved the estimate of $33,452,400 and,
in order to finance these requirements, authorized the issue of' alloca.tions in
that amount out of UNDP reSOill·ces. 2/

13. As shown in schedule 4, the total obligations incurred against these resources
(exclusive of the local operating costs of field offices payable by Governments
totalling $3,637,170) were $33,035,859. Unobligated resources of $416,541,
together with other income of $792,243 mill~ing a total of $1,208,784, were
surrendered to the UNDP accolmt.

14. In accordance with the decision of the Governing Council when it approved the
original budget estimates that lithe Administrator may transfer credits between
sections only with the authorization of the Governing Council, such authorization
to be Obtained, if necessary, by canvassing members through correspondence", 2/
the approval of the members of the Council was requested for the transfer credits
amounting to $183,600 from section 1 (salaries and wages) to section 2 (common
staff costs) $83,100; section 3 (travel and transportation) $8,400; and section 5
(other general expenses) $92,100. The request was approved by the Council at its
fourteenth session. ]/

UNDP as an executing agency for its pro~ects

15. Statement 11 shows that, in 1972, the United Nations Development Programme as
an execlrting agency for its projects had at its disposal resources amounting

lE
bE

2/
Session.,

Official Records of the Economic and Social Council., Fifty-third
Supplement No. 2 (E/5092), chap. VIII, para. 225.

Ibid., Supplement No. 2A (E/5l85/Rev.l), chap. XI, para. 311.
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to $7,64l,540~ which consisted of the unencumbered balance brought forward from
1971 ($565~862) ~ plus reserve for unliquidated commitments at 31 December 1971 and
restored to resources at 1 January 1973 ($971,241), less 1971 miscellaneous income
surrendered in 1972 to the UNDP Central Fund ($67), plus allocations received in
1972 ($6,104,504).

16. Against these resources ~ expenditure amounting to $2~177,720 was incurred~

leaving an unspent balance of allocations of $5,463,820, the breakdown of which is
as follows: $1,081,934 in respect of current and prior years, and $4,381,886 in
respect of future years.

Trust funds

17. As shown on schedule 3, the resources available to UNDP under funds-in-trust
agreements amounted to $1,657,513, consisting of $38l~501 representing the balance
brought forward from 1971, and $1,276,012 received in 1972.

18. Commitments incurred amounted to $827,177, thus leaving an unencumbered
balance of $830,336.
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11. AUDIT OPINION

We have examined the following appended financial statements, numbered I
and II, properly identified, and relevant schedules of the United Nations
Development Programme for th~ year ended 31 December 1972. 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 1972.

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

A. I. OSMANY
Auditor General of Pakistan

C. R. LONG
Acting Auditor General of Canada

22 June 1973
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United Nations Development Programme as an
executing agency for its projects

status of funds as at 31 December 1972

- •• • ",. '''0 • , ...... , .....__.,,;.. • ., ••~""""~_."_ •• -. -, •••

i

STATEMENT 11

Balance as at 31 December 1971
Add: Restoration to resources of unliquidated

commitments at 31 December 1971

Deduct: Surrender of prior year!s miscellaneous income
Adjusted balance as at 1 January 1972
Add: Funds allocated during 1972

Experidftures during 1972
Unspent balance of allocations

In respect of current and prior years
In respect of future years

Balance as at 31 December 1972

Represented by:
Undrawn allocations

CERTIFIED CORRECT

(Signed) W. H. ZIEHL
Acting Head

Office of Financial Services

-8-

1 081 934
4 381 886

565 862

971 241
1 537 103

67
1 537 036
6 104 504
7 641 540
2 177 720

5 463 820

5 463 820

E •• ; Ill"
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-9-

=.

-

E

L

A



''9tGZUtAU ..a'.. '1Mae~

Schedule 1

.Adjust_~9- P~J-~_cE:t Q! una1~9g~te9.. r~so2.?:(:?~S as a~, 1 i~nuar.¥J~912_ l. -

$

Balance as at 31 December 1971

Adjustments to una110cated resource~:

s

102 987 156

Add: Restoration to resources of
allocations issued at 31 December
1971 in respect of future years

Restoration to resources of terminal
benefits for experts surrendered by
executing agencies

Restoration to resources of excess
overheads collected at 31 December
1971 by executing agencies under
the former Special Fund component

Less.: Transfer to the operational reserve

Transfer to deferred income of
future years income recorded at
31 Decembcl 1971 in respect of:

Vol~~tary pledges

Cpsli counterpart contributions
for former Special Fund projects

Adjusted balance of unal10cated resources

-10-

418 312 552

13 626 443

10 245 091

(150 000 000)

(2 3 7 4 9 6 8 5 5 )

(2 233 852) 52 453 379

155 440 535
"mm



Schedule 2

status of allocations issued to participating and
executing agencies from the programme reserve as at

31 December 1972

Programming
Special Investment Disaster missions,

Industrial feasibility related fellowships and
Agency Services studies ·/"'jects miscellaneous Total----r-- $ ~~"~

~ -r

United Nations 45 000 1 393 985 8 408 1 447 393

International Labour
Organisa~ion 16 250 56 160 72 410

The Food and Agriculture
Organization of the
United Nations 122 500 85 612 354 620 64 975 627 707

United Nations Educa-
tional, Scientific and
Cultural Organization 120 500 120 500

World Health
Organization 14 800 20 807 35 607

International Bank for
Reconstruction and
Development 1 III 198 323 720 1 434 918

International Civil
Aviation Organization 27 200 27 200

United Nations
Industrial Development
Organization 3 976 904 49 488 4 026 392

United Nations
Conference on Trade
and Development 25 000 25 000

United Nations
Development Programme 9 300 422 267 431 567

4 194 954 1 344 510 2 143 285 565 945 8 248 694
-.-

-11-
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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 Development Programme in
accordance with article XII of the United Nations Financial Regulations and Rules
and the annex to these Regulations.

2. The Administrator submitted to the Board of Auditors the following financial
statements as at 31 December 1972~ together with eight supporting schedules:

Statement I. United Nations Development Progran~e Account
Status of income and allocations

Statement 11. United Nations Development Programme as an
executing agency for its projects
Status of funds

Scope_of the 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 l~ of which reads as follows:

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

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

!i C~) That the financial transactions reflected in t.he statements have
been in accordance with the Rules and Regulations, the budgetary provisions
and other applicable directives;

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

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

!i(~) That procedures satisfactory to the Board of Auditors have been
applied to the recording of all assets, liabilities, surpluses and deficits. 11

4. In addition to the above~ the Board of Auditors may also make observations
with respect to the efficiency of the financial procedures~ the accounting system~

the internal financinl controls and, in general~ the administration and manace~ent

of the Organization.
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5. The examination of the accounts and financial statements has included a
review at Headquarters of the accounting procedures and systems of internal
control~ tests of the transactions and accuracy of the accounting records and
other supporting evidence to the extent considered necessary in the circumstances.
We did not visit any of the offices of resident representatives or any of the
participating and executinG agencies outside the United Nations OrgRnization.

6. During the course of the work, effective liaison was maintained by the Board
with the Joint Inspection Unit~ the Panel of External Auditors of the United
Nations and specialized agencies~ the Internal Audit Service and the Administrative
Management Service, in order to avoid any duplication of effort and overlapping
of work.

Major findings and recommendations

7. In discharge of its responsibility to the General Assembly~ the Board of
Auditors SUbmits its major findings and recommendations resulting from the audit.

Accountability of the Administrator

8. In its recent reports to the General Assembly~ the Board had recommended
that the Administrator be authorized to establish and maintain all accounts~

financial records and statements necessary to record all of the transactions
which it is the responsibility of UNDP to administer. This action would be in
keeping with the Consensus approved by the Governing Council, at its tenth session~

wherein full responsibility for proper utilization of funds of the Programme and
the exercise of financial and accounting controls would be centred on the
Administrator. 1/

9. During 1972~ the financial records and accounts for UNDP were maintained by
the Office of Financial Services, United Nations Headquarters. Effective
1 January 1973~ the accounting staff of the United Nations engaged in this
function was assigned to the UNDP. . Henceforth, the Administrator will be full~r

responsible for the maintenance of all financial and accounting records~ systems
and procedures as they relate to UNDP operations.

10. At the request of the Secretary-General, and subsequent authorization by the
Governing Council, the Administrator assumed responsibilities for the execution
and administration of certain trust funds in addition to his major responsibilities
and full accountability for UNDP. The financial position of these trust funds
appears in the financial report and accounts of the United Nations prepared
and submitted by the Secretary-General to the General Assembly.

11. The Board recommends that the relative financial statements showing the
results of operations of these trust funds be included in the over-all separate
UNDP financial statements, which woul.d report the Administrator vs full
accountability.

12. In this connexion , the Board noted that the General Assembly, by its

1/ Official Records of the Economic and Social Council, Forty-ninth Session,
SUI2Pl~ment No. 6A (E/4884/Rev 0 1) , chap. V, annex.
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resolution 3019 (XXVII)~ decided to place one of these trust funds~ the United.
Nations Fund for Population Activities (UNFPA), under the authority of the General
Assembly and that the Governing Council shall be the eoverning body of UNFPA to
concern itself with the Fund's financial and administrative policies~ the annual
budeet~ the fund raising and the work programme of operational activities.
Consequent on the implementation in 1973 of that resolution and if the present
directives remain in force~ the Executive-Director of UNFPA~ in consultation
with the Administrator, will report annually to the Governing Council on the
operations and management of the Fund. In view of this new and separate character
of the Fund ~ the Governing Councili;¥ill expect the report to include separate
accounts and financial statements showing the total responsibility and
accountability for the Fund as delegated to the Administrator of UNDP for
administrative stewardship.

Financial statements

13. It has been the practice to date for UNDP to issue annually two sets of
financial statements, one for the UNDP Account or Central Account and the other
for the consolidated financial position~ which takes into account the activities
of the participating and executing agencies. The statements showing the status
of the UNDP Account finally reflect the unallocated resources of UNDP. The
consolidated financial statements 9 on the other hand, reflect more meaningful
results of operations by takine into account the actual expenditures incurred
by the agencies and fir~lly reporting the actual net resources available for the
total ProgrmJme as a whole.

14. The introduction and implementation in 1972 of new financial policies
reflected a major change in the concept of funding the Programme; that is, a
departure from the full funding of project activities to an annually financed
programme ~ which means meeting total current expenditures from resources
currently available to UNDP. The final results of the current year's
programme are, therefore, only available by incorporating the final actual
expenditures inc~rred by the agencies. These important final results will be
reported for tne year 1972 in the audited ccnsolidated financial statements which,
pursu.ant to current procedures~ will not be presented to the Governing Council
until January 1974. This late submission results from the current practice of
preparing the consolidated statements on the basis of the agencies' audited
financial accounts~ which are not made available to UNDP until later in the year
followine their approval by the aGencies! governine bodies.

15. An illustration of the value and importance of consolidated financial
statements in measuring the results of an annually financed programme is vividly
demonstrated in reviewing the results of operations fOT the year 1972. The UNDP
Account, or Central Account~ which is the subject of this report 5 finally reflects
a deficit for the year of $49.5 million, whereas the consolidated accounts will
reflect a surplus balance of approximately $108 million by takin8 into account
the qctual expenditures of agencies, which are provisionally estimated at
$274 million. The deficit is primarily attributable to over--optimistic programme
plannin~ and the fact that project budgets were :lot adjusted during 1972 to reflect
realistic levels of expenditures incurred by aeencies. Under the new procedures 5

project budrsets will be revised downward durine; 1973 to reflect the aetual
experience of proj ect .imp.Lementab i on during 1972.
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16. Accordingly, in the interests of timely and full disclosure, the Board
wishes to restate its 19'71 recommendation that the UNDP financial statements be
reviewed and redesigned with a view to meeting ~he concept of the Administrator's
total responsibility and accountability of all financial resources placed at his
disposal. The statements should reflect the use of generally accepted current
accounting principles and standards and should be desi~ned to give more meaningful
disclosure 3 as will be required by the Aaministrator and the governing bodies. Such
complete financial statements would be of great advantage and value to the
Administrator and the governing bodies in their assessment and planning of all
financial and operational activities of the Progrrorrme.

Effect of new financial policies and procedures

17. The accounts and financial statements for the year 1972 reflect new financial
policies and procedures resulting from the Consensus of the Governing Council
approved at its tenth session and endorsed by the General Assembly at its
twenty-fifth session. Other changes were implemented in 1972 as a direct result
of decisions taken on procedures of an operational character. The effect of these
changes are described by the Administrator in his report on the accounts and
financial statements for the year 1972.

Revision and issuance of project budgets
---------------'--~----~--

18. With the introduction of country programming procedures~ UNDP requested
agencies to adopt the new form of project bud~ets and~ amongst other requirements~

establish criteria for their revision and rephasing of shortfalls which had
accumulated in programme delivery to 31 December 1971. The implementation of
these new budGeting, accounting and reporting procedures was delayed and,
consequently~ UNDP was substantially late in issuing the approved and authori7ed
level of programme, both in total and on a project-by-project basis. Furthermore~

under the new procedures the resident representatives received increased
responsibilities to approve new projects at the country level, subject to a dollar
value limitation, and to communicate such approvals directly to agencies. ~s a
result of the delays inherent in the new systenl, at year end aGencies were unable
to confirm their exact agreement with the UNDP computerized project budgets which
were issued to agencies establishing the authorized level of prc.rranme ,

19. Consequently, UNDP has the essential task of reconcilinG their complementary
accounts with each agency both in total and on a proj ect·-by-proj ect basis. The
Board was informed that this reconriliation process conMenced in May 1973 with a
view to recording the necessary au.u.st.ment s during 1973. In the Board Y s cpi.n'ion ,
such reconciliations and prompt agreement with agencies are fundamentally
important for UNDP in order to maintain effective internal financial control
under the new annualized funding concepts of the ProGramme.

~v~uation of pror,ramme implementation

20. The financial value of assistance provided by UNDP durinc 1972 totalled
approximately $274 million, which fell short of planned tarGets of expenditures
by approximately $154 nril l.ion, about 36 per cent, despite the fact that executing
agencies had an opportuni~y to replan and rephase the unimplemented tar~ets which
had accumulated by the end of 1971. By incurrinr; shortfalls which are rescheduled
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for C,elivery in future years, the executinB agencies will experience difficulty
in delivering future increases in new progrmmnes unless their implementation
procedures are improved and made more efficient.

21. Major reasons contributins to shortfalls in programme delivery primarily stem
from over-proBramming combined with unrealistic project plans. Delays in
recruitment of project personnel and delivery of project equipment contribute
significantly to the shortfall problems and are directly related to over-optimistic
planning. External and internal inputs in project planning and implementation
appear to lack co-ordination and proper timing~ which are necessary in order to
minimize subsequent delays to the greatest extent possible. In some cases, the
delays experienced in delivering the prograw~e have the adverse effect of increasing
the cost of projects without providing a tangible cvntribution to project
implementation.

22. In addition to the measures that have been taken thus far to imp 0ve
implementation~ the evaluation of ongoing projects will include the use of special
missions when the problems or other circumstances of the project call for a
specialized review or a more intensive evaluation than can be undertaken by
personnel on the spot. Furthermore~ management is introducing a uniform reporting
system through the Management Information Service to provide systematic information
on programming implementation.

Verification of bank accounts

23. 'I'he Board has again this year experienced difficulties in r eceava.ng
confirmation of balances on deposit with some depositaries despite second and third
requests issued on behalf of the Board by the Treasurer of the United Nations. At
the conclusion of its detailed audit work in May 1973 9 the Board had not received
direct confirmation from 74 accounts totalling $199573~985. Particulars of each
of the above accounts were furnished to the Office of Financial Services of the
United Nations requesting that depositaries be asked to provide the necessary
confirmation to the Board as quickly as possible.

24. The Board has noted the attention given to strengthening the internal
financial controls surrounding bank accounts. During the course of our 1972 audit 9

we found 9 however , that several bank accounts had not been reconciled on a monthly
basis in accordan~e with financial rule 111.11.

25. Unidentified deposits requiring further clarification by remitters totalled
$4.1 million at year-end, OUY review this year disclosed that, following the
year-end 9 the total un i derrt i f'Led deposits decreased to $1.2 million as at
30 April 1973. The prompt clearance of these accounts has improved over the
situtation reported las~ year; however, the Board ie of the opinion that additional
attention is required to maintain proper financial control.

Investments_.-----_.---
26. In addition to the above 9 the Board did not receive direct confirmation of
two outstanding loans totalling $378 9 211 . At the conclusion of the audit, details
were furnished to the Office of Financiol Services of the United Nations requesting
that these loans be confirmed to the Board.
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27. The Board drew attention to financia.l rule 109.2~ which requires that all
securities shall be deposited in custody of duly appointed bankers or in safe
deposit vaults maintained by a recosnized financial institution designated by the
Controller. In view of the substantial value of investments now held by the
TreasurY5 lJnited Nations~ the Board recommended that the Office of Financial
Services !2view the practical aspects associated with the safe custody of securities
in the light of the requirements of financial rule 109.2.

28. The Board also encountered problems relating to the identification in the
accounts of ownership of UNDP securities~ more accurate expenditure forecasts
coupled with investment planning~ and noted the various discussions relating to
the responsibility for custody and investment of UNDP funds. While the Board
understands that these interrelated problems are being reviewed as to the policy
and procedural aspects~ it would recolmnend that the Administrator be provided with
more regular and timely periodic reports on the yj eld and status of investments
in order to assist him in his consultations and decision-nlaking with the Secretary
General.

Level of imprest accounts ... field offices---
29. During the course of the current audit, the Board reviewed the implementation
of its recommendations made in 1971 relating to the release of funds for investment
purposes through a reduction in the level of field offices' imprest accounts and
advances. Our review disclosed that no reduction had been achieved by year~end

owing to the late start in implementing all of our recommendations. Management has
agreed~ however 5 to continue to focus its attention during 1973 on these
recommendations. The action taken to date includes the introduction of a
reporting system to monitor the variations in field office requirements to establish
the adequacy of levels of iruprest accounts. The Board is of the opinion that
these procedures~ combined with the timely processing and validation of monthly
field office accounts~ should result in a reduction in the level of imprest
accounts and should thereby release considerable funds for operational or
ir-vestment purposes.

~cl~n~wledgement

30. The Board extends its appreciation to the Secretary-General 5 the Administrator
and their staff for the co-operation received in the discharge of its duties.

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

A. I. OSMANY
Audi t.oz--Gener-a'l of Pak'i sEan

G. R. LONG
Acting Auditor-General of Canada

22 June 1973
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