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Implementation of the recommendations of the Boa~d of Auditors

Note by the Secretary-General

1. In paragraph 7 of resolution 43/216 of 21 December 1988, the General Assembly
requested the Secretary-General and the executive heads of the United Nations
organizations and programmes concerned to report to it on specific measures taken
to implement previous ~bcommendations of the Board of Auditorm. The report of the
Secretary-General on this subject is contained in document A/44/54l.

2. The Secretary-General has the honour to transmit to the General Assembly the
responses of the ezecutive heads of the organizations and programmes concerned,
namely, the United Nations Development Programme (UNDP), the United Nations
Population Fund (UNFPA), the United Nations Children'S Fund (UNICEF), the United
Nations Relief and Works Agency for Palestine Refugees in the Near East (UNRWA),
the United Nations Institute for Training and Research, the vol~ntary funds
ad1"i~{stered by the United Nations High Commissioner lor Refugees, the Fund of the
United Nations Environment Programme (UNEP), the United Nations Habitat and Human
Settlements Foundation and the United Nations University (UNU).

A. United Nations Deyelopment Programm.

3. The report of the Board of Auditors on the 1986 UNDP accounts contained the
following summary of recommendations:

(a) Accounting principles, procedures and controls should be reviewed along
the lines detailed in the report and summarized in the audit opinion in order to
improve the accuracy and the informative value of the financial statements,
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(b) Guidelines for project preparation and implementation s~ould be iS8'4ed
Bnd/or updated, and strict compliance by executing bodies and UNDP fielu offices
should be enforced, particularly with a view to preventing increased delivery at
the expense of quality or viabilitYI

(c) "Core activities" ahould be broken down according' to a more detailed
pattern of appropriation linea in the biennial bud~et submitteo to the Governing
Council of UNOP for approval, and stricter bUdgetary discipline should be enforced.

4. The recommendations of the Board were extensively discussed at l~e

thirty-fifth aeslion of the UNDP Governing Council. Further information on action
taken al a result of the Board's report for 1986 il r.ontained in document
DP/1988/5, and in the aummary of the report of the Budgetary and Finance Committee
at the Council 'I thirty-fifth aesaion in June 1988 (DP/1988/78, paras. 236-256).

5. The following actions were taken by UNDP in response to the recommendations
contained in the report of the Board of Auditors (A/42/5/Add.1).

1. Accounting mAtters

Recommendation containtd in paragra;h 20, UNOP guidelines issued to executing
agencie. spelling out the criteria for recording and reporting unliquidated
obligations should require the application of the delivery concept to travel
on official business and group training, and purchase of equipment.

Action taken by UBDP

6. UNO' implemente4 the auditors' recommendation on travel on official bUlinel1
and group training. As regards equipme~t purchases, the matter was referred to the
Governing Council, which decided that rn4DP should continue the present practi~e

pending the findings of the Panel of External Auditors (decision 88/49). The Panel
has recommended that the external auditors of the agencies carr? out a review of
the nature and extent of the pOlsible abuses in the recording o~ such obligations
and report to th8 Panel again in 1989.

Recommendation contained in prragra;h 42, a reconciliation and investigation
of the reciprocal balances between UNOP and the statementl lubmittvd by
agencies should be carried out as aIgnificant differencea were noted.

Action taken by UNOP

7. UNDP ha. strengthened existing p!~~edures and issued revised instructions to
executing aqencies. In theIr 1987 audit report, the auditors aqre~d that the8e
mealures solved the problem relating to the 1987 account.

Recommendption contained in parlgrlp~1 under current arrangementa, the
audit cer~ificates of the agencies' external auditorl Ire not available before
June of the following year for agenciel on In annual financial period. Also,
for agenciel on a biennial reriod, the audited financial statements relate to
the hien~ium and are therofore not verified un an annual basis.
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Action taken by UNPP

8. As ~equested by the UNDP Governing Council in its decision 88/49, the
Administrator brought this matter to the attention of the Panel of External
Auditors at ita meeting in November 1988. UNDP has also discussed the matter
further with representatives of the agencies at meetings of the Consultative
Committee on Administrative Questions (Financial and BUdgetary Questions) in
September 19S8 and March 10S9. As regards agencies with annual audit procedures,
some improvement was achieved in receiving audit alearance for 19S8 accounts by the
time the Board was required to certify UNDP's accounts. For agenai~s with biennial
audit procedures, the Board has meanwhile proposed a procedure for a "limited
audit" to be carried out by the auditors of such agencies at the end of the first
year of ea~h biennium. A full report on the experience gained in this connection
was made by UNDP to th~ thirty-sixth session of the Governing Council in June 1989
(OP/19S9/5S).

Recommendation contained in paragraph 321 expenditures for
government-executed projects are not checked by UNDP and are generally not
audited.

~tion taken by UNOP

9. UNOP has developed revised accounting, reporting and auditing procedures,
which were approved by the Governing Council (decision SS/18). The Council also
approved additional funding to strengthen the accounting/auditing arta.

~mmendation contained in paragraph 401 balances in accounts
payable/receivable should be reviewed closely and analysed before financial
statements are issued. Also, the accounts relating to the Travel Services
Section need to be controlled and cleared.

Action taken by UNOP

10. UNOP has increased its monitoring and review of the accounts
receivable/payable accounts as much as possible. Also, as regards the
travel-related accounts, a task force was established to clear ~he balances. This
task force has successf\l.lly completed its task.

Recommendation contained in paragraph 441 UNDP should reduce the balance of
general resources by approxim~t~ly $2.5 million in re~~e~t of adjustments
relating to education grant advances, United Nations current account charges,
uncleared travel advances and expert hiatus financing.

Action taken by UNOP

11. Where appropriate, UNOP has taken steps to make the necessary adjustments ~nd

clear the balances in line with the auditors' recommendations.

Recommendation__contained in paragraph 45 Cb) I cheques issued on zero balance
accounts but not cleared should be disclosed separately on the liabilities
side, distinct from accounts payable.
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Action taken by UNDP

12. UNDP followed the audit recommendation in the 1987 accounts.

BJcommendation contained in paragraph 461 non-expendable property should be
disclosed in a schedule to the UNDP financial statemants.

Action taken by UNDP

13. In its 1987 accounts, UNDP disclosed the value of non-ex~endable property in
the financial report.

Recommendation contained in paragraph 471 inventory procedures at
headquarters were not finalized and no date was qiven for issuance and
implementation. Also the field offices had not complied with existing
procedures and no headquarters officer monitors administrative equipment and
inventories in the field offices.

Action taken by UNDP

14. New procedures requlating property management at headquarters were established
in early 1988 and included in the General Administration Manual. Monitoring and
maintenance of physical inventory records is now fully computerized. Since early
1988 new procedures have been established to maintain field office inventory
records. This task is now the responsibility of a senior General Service staff
member of the Division for Administration and Management Services.

Recommendation contained in paragraph 561 assets and liabilit~.s that do not
relate to the same third party should not be netted. Items in question are
operating funds of executing agencies and Governments and accounts
receivable/payable.

Action taken by UNOP

15. UNDP implemented the audit recommendations ~n its financial statements.

Recommendation contained in paragrAph 571 10s8es on exchange incurred in a
particular country ware charged to that country's indicative planning
figures - before a legal decision had been made.

Action taken by UNOP

16. UNDP b~lleved that the action taken was the most appropriate under the special
circumstances existing at that time and it was done with the full knowledge of the
Governing Council.
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2. Programme matters

ReQomm1n4§tionl guidelines for project prmparation and implementation should
be issued and/or updated, and strict compliance by executing bodies and UNDP
field oft ices should be enforced, particularly with a view to preventing
increased delivery at the expense of quality or viability.

Action taken by UNDP

17. In early 1988 detailed instructions were issued elaborating new pro(:eaures for
project formulation and for the pfeparation of project documents. As a result of
these new instructions the process of project preparation has been much improved.
Project formulation has been formalized with the introduction of a project
formulation framework, a document that is to be prepared for each project proposal
as part of the formulation process. Similarly, the new project document format
improves both the preparation and implementation of projects by placing more
emphasis on project outputs and results. This has ensured not only bett~r prepared
projects but also facilitates the monitoring of their implementation.

18. These new instructions have al.o streamlined and improved the process of
project appraisal and approval. All projects not within the approval authority of
the resident representative (over .,00,000) are appraised by headquarters Project
Appraisal Committee. and approved by senior management at the Action Committe••
The Administrator further streamlined the process by having the headquarters
appraisal carried out on the basis of the project formulation fram.work rather than
the final project document. This not only gives added emphasis and importanc. to
the formulation process of projects, but also further decentralizes the project
preparAtion by allowing project documents to be finalized in the field after the
Action Committee has approved the project proposal on the basis of the project
formulation framework.

3. Budgetary matters

Recommendation I core activities should b. broken down according to a more
detailed pattern of appropriation lines in the biennial budget submitted to
the Governing Council of UNDP for approval.

Action taken by UNPP

19. A new schedule showing expenditure against UNDP core ectivities by major
category of expenditure for the biennium has b.en introduced in the UNDP audited
financial statements for 1986 and made available to the Governing Council. In view
of this, the Governing Council in its decision 88/49 decided to retain, for the
time being, a single appropriation line for the UNDP cor. activities.

Recommendation. requests for revisions of allotments from the field offices
or headquarters, generally speaking, were considered favourable. It was felt
that the appraisal of such needs could be stricter.
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20. There was a serious breakdown in the certifying function. In headquarters andin the field, expenditures exceeded the overall allotments. In such instances,disbursements or commitments were made from unavailable funds and in contraventionof the financial regulations and rules.

Action taken by UNDP

21. UNDP has pointed out, and the Board has subsequently agreed, thatover-expenditure of allotments (as distinct from appropriations) does notconstitute a contravention of the Financial Regulations and legislative authorityof UNDP. However, the administration has undertaken a campaign to improvebudgetary discipline that includes the following features: providing all unitswith statements of expenditures against authorized allotments, emphasizing therole/functions of certifying officers, issuing a headquarters budget manual and aPersonal Computer BUdget-Aid, holding formal training sessions at headquarters, andsending circular letters to field offices to improve budgetary performance.

B. United Nations Population Fund

22. The report of the Board of Auditors on the 1987 UNFPA accounts (A/43/S/Add.7)contained the following summary of recommendations:

(a) Accounting principles, procedures and controls should be reviewed alongthe lines detailed in the present report and summarized in the audit opinion inorder to improve the accuracy and the informative value of the financial statements;
(b) UNFPA and UNDP should reach an agreement on institutional arrangementspertaining to the delineation of respective responsibilities in the area of financeand personnel administration;

(c) The distinction between "administrative costs" and "operational costs"must be further clarified and applied consistently from one year to the next;

(d) The allotment of bUdgetary funds must be further brought in line with theFinancial Regulations and Rules ~f UNFPA, and the control over the implementationof the budget must be tightened.

23. The following actions have been taken by UNFPA in response to therecommendations contained in the report of the Board of Auditors:

1. Accounting matters

Recommendation contained in paragraphs 29-32, valuation of income and assets:for the purpose of financial statements, cash and investments in currenciesother than the United States dollar should be valued at a rate of exchangecloser to the market rate at the end of the financial period than the case forthe operational rate for December, which was based on market conditions atend-November.

I • ••
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24. Consideration should be given in future to revaluing assets and liabilities
denominated in currencies other than the United States dollar in such a way as to
recognize in the statements unrealized exchange gains or losses.

Action taken by UNFPA

25. UNFPA agreed with the observation of the Board and disclosed in the notes to
the financial statements the amount of the understatement in 1987 ($4.5 million). 
This was also done for the 1988 accounts reflecting an overstatement of
$0.7 million. The operational rate of exchange of January of the following year
was used when it approximated the market rate closer than the December operational
rate.

Recommendation contained in paragraph 33, miscellaneous income: the Board
could not obtain reasonable assurance that interest income from operating fund
balances between executing agencies and UNFPA was always credited to UNFPA as
required by the Financial Regulations and Rules.

Action taken by UNFPA

26. UNFPA agreed with the observations and revised and reissued its instructions
for the closing of accounts for the year 1988, including revised "status of funds"
schedules, providing a breakdown of miscellaneous income to include interest income
from operating fund balances. A thorough check and follow-up of the status of
funds reported is being implemented.

Recommendation contained in paragraphs 34-36 and 41: the Board observed that
statement I lumped together three categories of programme expenditure (i.e. by
United Nations executing agencies, by Governments as executing agencies and by
UNFPA as its own executing agency) under one heading "executing agencies".
Only the non-governmental organization programme experditures were shown
separately. The Board recommended a breakdown of each category of agency
expenditure. Furthermore, it --ecommended that, in future, an additional
caption in statement I should provide for disclosure of adjustments to prior
years' programme expenditure for each agency rather than to "net" against
relevant figures for the current year.

Action taken by UNFPA

27. UNFPA agreed with the observations and accordingly modified in the 1988
year-end accounts the layout of statement I to conform to the suggestions of the
Board.

Recommendation contained in paragraphs 37-41, programme expenditures executed
by United Nations executing agencies.

28. The Board could not comment on the fair presentation of United Nations
executing agencies reports for the following reasons:

(a) An absence at UNFPA headquarters of supporting documentation for
expenditure incurred;
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(b) AD absence of defined criteria to be adopted by the agencies for the
determination of what constitutes unliquidated obligations at the year-endl

(c) AD absence of available audited "status ot funds" reports at the time the
Board was required to issue its opinion.

Because financial policies and procedure. of UNFPA and UNDP regarding reporting
requirements by executing agencies are essentially identical and because of the
part UNDP plays in preparing the UNFPA accounts, the Board suggested that the UNFPA
guidelines could be patterned, to a lArge extent, on UNDP quidelinea, with one
exception relating to criteria for determin~tionof what constitutes ~nliquidated

obligations. The UNFPA situation closely parallels that of UNDP, which was
commented upon at length in the Board's report concerning the 1986 accounts of
UNDP. The Board observed that present practice of reporting unliquidated
obligations was not based on a consistent application of the delivery lrinciple.
With regard to the Board's observation in subparagraph (c) above, the Board noted
that while financial regulation 17.1 of the UNFPA and UNOP Financial Regulations
and Rules provided for the submission of annual a~dited accounts, these accounts
were received several months too late to be incorporated in the UNFPA financial
statements (paras. 38 and 39).

29. UNFPA financial regulation 17.1 (4\ provides that, in the case of agencies on
a biennial financial period, the accounts of the :irst year of the biennium "may be
unaudited, provided audited accounts are subsequently submitted covering both years
of the biennial financial period". A significant number of maj~r United Nations
executing agencies report on a biennial basis. The Board pointed out, in this
respect, that, in the case of UNFPA and UNDP, it i. required to issue its opinion
on the organizations' annual financial statements. When biennial audited accounts
are submitted by executing agencies, the breakdown of the audited biennial figures
between the first and the second year of the biennium is not audited (except for
the ILO audited statements) and, therefore, neither are the figures that are
disclosed in the UNFPA and UNDP annual financial statements. As a result of this,
the Board was not in a position to express an opinion on expenditure reported by
United Nations executive agencies and qualified its audit opinion on the financial
statements of UNFPA for the year ended 31 December 1987 on that basis.

Action taken by UNFPA

30. As noted above, one of the issues that led to the Board's qualification of
opinion on the UNFPA accounts was "an absence of available audited status of funds
reports at the time the Board is required to issue its opinion". This matter was
discussed at the seventieth session of the ConsultatlvY Committee on Administrative
Questions (Financial and BUdgetary Questions) in March 1989. Executing agencies
with annual accounting systems indicated that it would be possible to SUbmit an
audit clearance to the Board of Auditors. Executing agencies with biennial
accounting systems indicated that they could agree to submit limited mid-biennium
audits provided that no significant extra work was involv.d for their staff and
that any additional audit costs involved would be borne by UNFPA. An alternative
proposal would be the preparation of unaudited annual interim accounts and biennial
audited accounts. Both alternatives were presented to the Governing Council at its
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thirty-sixth session for final decision. At that session (5-30 June 19895, the
Governing Council recognized that the audit opinion on the accounts of UNFPA might
remain qualified as long as audit confirmation of programme expenditures incurred
by those organizations of the United Nations system which have adopted biennial
aUditing procedures had not been recei'~dd by the Board of Auditore at the time the
Board issued its opinion on the accounts. In order to resolve the problem, the
Council requested the Executive Director, by its decisions 89/49 and 89/61, to
submit to the Governing Council at its thirty-seventh session (1990), after review
by the Advisory Committee on Administrative and Budgetary Questions, appropriate
amendments to the UNFPA Financial Regulations that would provide that, beginning
with the biennium 1990-1991, audited financial statements for UNFPA should be
submitted to the General Assembly and to the Governing Council on a biennial basis
and that, beginning in 1990, the Board of Auditors should submit through the
Advisory Committee on Administrative and Budgetary Questions to the General
Assembly and to the Governing Council a report on their findings and
recommendations resulting from the audit examination of substantive matters,
inclUding management issues, carried out in respect of the first year of each
b1ennium.

31. On the subject of reporting and audit arrangements, UNFPA guidelines for the
closure of the 1988 accounts were patterned on those of UNDP and included several
additional schedules that could provide detailed information to 'lubstantiate the
figures in the agencies t "status of funds" reports. The UNFPA guidelines contain
instructions reminding agencies that audit clearance is required for the first year
of the biennium and that a breakdown between the first and second year figures is
required for the audited biennial accounts in order to comply with UNFPA financial
regulation 17.1. UNFPA will continue to use in 1988 the criteria for recording and
reporting unliquidated obligations and forward commitments that are now being
implemented by UNDP. The Fund will maintain the status quo ante, recommended by
the Advisory Committee on Administrative and Budgetary Questions, with strict
financial control for certification of commitment and the monitoring of
obligations. However, the issue of recording expenditures on the basis of
unliquidated obligations is still under review by UNDP with the executing agencies,
and the principles and procedures agreed upon will also be adopted by UNFPA. In
addition, the Board has taken the matter to the Panel of External Auditors of the
United Nations to the specialized agencies and to the International Atomic Energy
Agency (lAEA) for review and consideration. This appears to be a case in which the
solutions that will eventually be adopted for CHOP project expenditure could be
extended to UNFPA.

Recommendation contained in paragraphs 42-441 programme expenditures executed
by Governments.

32. Government-executed project expenditure is accounted for on Lhe basis of the
ttadvances" remitted to Governments, which means that, in addition to disbursements
and unliquidated obligations, expenditures included "outstanding advances tt (1. e.
advances not yet disbursed or obligated). These advances should normally be
cleared and recorded as actual disbursements on the basis of quarterly statements
of operations submitted by the Governments and supported by adequate
documentation. Thus, the Board ~ecommended that outstanding advances should not be
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included in current expenditure.. Also, at the close of the audit, the Board noted
that only 13.5 per cent of the reports pertaining to the 271 government-executed
projects, having incurred expenditures in 1987, had been received at UNFPA
headquarters. Fu~thermore, Ichere was an absence of audited financial reports
required from Governments in their capacity as executing agencies of UNFPA
programme. (paras. 42 and 43).

Agtion taken ~y YNFPA

33. The practice of recording outstanding cash advances to Governments ae
expenditure was discontinued to bring the account practice in line with the
rinancial RegUlations and Rules. The field offices were advised of the new
procedure effective from 1 January 1988. Furthermore, UNFPA intends to follow,
whenever applicable to UNFPA, the UNDP accounting, auditing and reporting
procedures for government-executed projects approved by the Governing Council
(decision 88/18, para. 4). According to this system, projects will be audited on a
rotational basis, with projects being audited once during the life of a project
rather than on an annual basis, as is the current practice.

."

RecommendatiOn gontained in paragrAphs 45-47

34. The Board's observations made in respect of government expenditure were also
applied to non-governmental organizacions. The Board pointed out that the
procedure for charging advances on the basis of quarterly "statements of
operations" did not apply I therefore, for all practical purposes, advances ~o

non-governmental orqanizations were treated in the UNFPA accounts as "grants", the
use of which had to be justified at the end of the year. The year-end financial
statements reporting the expenditure of UNFPA funds by non-governmental
organizations should be certified by independent auditors. At the close of the
audit, the Board noted that only 33 statements relating to the 1987 accounts had
been received for 207 ongoing projects executed by non-governmental organizations,
and only 3 of them had been audited. Because of the lack of audited year-end
statements the Board was not in a position to comment on the fair representation of
non-governmental organization expenditure.

Action taken by UUFPA

35. UNFPA i. continuing its efforts to ensure that audited statements are rec~ived

from all non-governmental organizations in a timely manner. Formal financial
procedures for non-governmental organizations are being drafted and are to be put
into effect as early as possible. Financial rules will also be formulated to
reflect the aUditing req~i~ements.

RecommendatiOn COntAined in PArAgrAph 491 . ield office costs.

Beginning in 1986, field office costs have been taken out of "programme
diture" to be reflected in part, under a specific heading in statement I, and
.et, to be incorporated in several consecutive stages in the administrative and

programme support service budget and reflected as such in statement I. The 1986
and 1987 figures shown in statement I are, therefore, not comparable.

I • ••
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Action taken by UNrPA

37. UNrPA agreed with the observation and amended the notes to the 1987 financial
statements (note 2) to reflect fully the total field office costs in 1986 as
compared to 19&7, taking into account the various costs components reported under
the heading "pro{l'ramme expenditure" and "biennial administrative and programme
support service blldget expenditure".

Recomm&ndation contained in paragraphs 53-54, accounts pay~le.

38. The Board comments on the growth of unprocessed travel expenditure at year-end
and the unacceptably long delays in the clearing of unliquidated travel obligations.

Action taken by UNrPA

39. A task force was established by UNOP in its Travel Services Section to clear
the balances of both UNOP and UNrPA in the suspense account. In 1988, the Board
noted with satisfaction that adequate procedures have been implemented to ensure
processing of unclear travel obligations and that del.qation of verification and
certification of travel claims had been decentralized from UNOP to UNrPA and to
field offices for certain types of trav~l. These new procedures have decreased the
work-load of the UNOP Travel Services Section and the volume of unprocessed travel
expenditure.

Recommendation contained in paragraphs 55-56, trust fund accounts.
expenditure charged to certain trust funds exceeded funds available.

40. Support costs on trust fund expenditure grossed by executive agencies are not
separately disclosed.

Action taken by UNrPA

41. UNrPA accepts trust funds only on a fUlly funded basis. Strict procedures are
being implemented to avoid expenditure ~efore funds have been made available in
their entirety.

42. The 1988 accounts disclosed separat~ly support costs on trl1st fund projects
executed by United Nations executing agencies as recommended by the Board.

2. UNPP/UNFPA re~'ationshi.'

Recommendation contained in paragraphs 57-Sal relationship between UNDP and
UNrPA in the area of financial accounting and reporting.

43. The Board recommended that the respective financial, accounting and reporting
procedures currently performed by UNFPA and tINDP on a "verba:" und",rstanding basis"
should be forMalized in a written ~qreement.

I • ••
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Action taken by UNFPA

44. The respective procedures performed by UNrPA and UNDP were formalt.ed in a
writ.ten agreement dated 17 June 19d8. The Board noted with appreciation in its
report on the 1988 accounts that the agreemeut addressed several of the weakne&s~s

identified by the Board in previous reports.

3. ~ineation between programme and administrative expenditure

Recommendation contained in paragraph 871 the distinction between
""dministrative costs" and "operstiona1 t1osts" must be further clarified and
applied consistently from nne year to the next.

Action taken by UNrEA

45. On the matter of delineating between administrative and programme co.ts, UNFPA
is presently trying to establish guidelines to determine which costs pertain to
administrative and which to programme. Work on this matter had been started in
1988 and it was realized that further analysJl' would be needed to minimize grey
ureas to establish proper and effective guide~ines.

4. BUdgetary matters

Recommendation contained in paragraphs 08-721 allotment procedures.

46. The Board noted that the allotment of funds under the administrative and
programme support service budget did not fully conform to the rinancial Regulations
and Rules and did not allow for proper control of the execution of the budget.

~i~aken by UNFPA

47. As noted by the Board in its 1988 report, budgetary procedures were
substantially improved in 1988 in line with previous recommendations of the Boardl
budgetary allotments, ~taffing tables and a document summarizing the biennial
budget as approved by the Governing Council are now issued regularly and provide
the basis for budgetary control.

Recommendation contained in paragraph 801 consultancy services.

48. The Board reiterated its recommendation that, as provided in article 3 of the
Special Service Agreement, consult~nts who perform very poorly should not receive
the full compensation agreed upon.

Action taken by UNrPA

~9. After noting the view of the Advisory Committee OD Administrative and
Budgetary Questions, UNFPA agreed with the recommendatJon and has issued a circular
to the requesting units not to certify full compensati~ln for consultants whose work
has not been satisfactorily performed. '

/ ...
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R,commendation contained in gara;r09h ROI index of resource utilization.

50. In its report on the 1986 accounts of UNFPA, the Board noted that the figures
dis~losed in schedule 8 (unapent allocations as at 31 December 1987) provided the
basis for c,-,mputing and reporting an implementation rate IIproject expenditure rate
(expenditures divided by allocations)".

51. The Board also noted that .uch use of this information was misleading, in that
th, al1oc~tions shown in schedule 8 are year-end al1ocatio~s that have been reduced
during the latter part .1'; the Yl,lar and "rephased ll to future )'ear.. The
Administration concu~red with th~t observation and suggested t~at another ratio
would prove more meaningful. While it would welcome that suggestion, the Board
noted that whatever ratio is finally selected for the purpose of informing the
Governing Council, great attention should be paid to its definition and consistent
use over time, since changes in the constituent parts of the ratio are likely to
result in significant variances in the reported figure ••

Action tak'n by UNFlA

52. The Fund ha. already introduced a new definition of re.ource utilization in
the document submitted to the Governing Council last year (DP/8S/34). The new
deflnition ip-I actual programme expenditure for year N/total programmable
resource. of year N as approved by the Governing Council in June of year N.

53, This ratio i. called the resource utilization rate in order to avoid any
confusion with the old implementation rate. This definition is used in the main
programme resource planning paper that was submitted to the 1989 Governing Council
(DP/19S9/37) •

C. United Nations Children's Fund

54. The following specific measures hav, be,n taken by UNICEF to implement the
recvmmendatlons of the Board of Auditors from the regular audits of the 1987 and
l08e UNICEF accounts and the expanded audit of the 1986 UNICEF accounts.

1. 19S7 audit

'tcom,ndation NQ. 11 the adminIstration should rursue vigorously the clean-up
of its data base in order to be ablt to ~.tabli8h the correct balance of
C'.ommitments pertaining to completed projects. The Unll.l amount of
expenditures in excess of supplementary-fund commitments and unspent balance
of commitmellt~ pertaining to completed supplementary-funded ~rojects .hou1d be
disposed of i~ accordance with the approved procedures adopted by the 1988
Executive Board. Henceforth, completed supplementary-funded projects should
be monitored closely.
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Agtion tak'n by UNICEf

55. rollowing the approval of procedure. by the 1988 Executive Boar~ for the
di.po.al of expenditure. in exaess of commitments and unspent balanaes of
commitments for completed projects, the Accounta Section establiahed a task force
of senior accounting staff to pursue vigorously the clean-up of the
supplementary-funded prugramme accounts data bale.

56. This teak force cOlnpleted its allignment ..,ith the alosure of the UNICBf
accounts for 19a8. In accordance with !xeQutive Board polic1, thes, balanc.s will
be reported to the 1989 Izecutive Board for action (1/ICEf/19a9/AB/L.12).

R.gomm'ndation NO. 21 written poli~ies and procedures should be reviewed to
ensure that they provide specific ftnd clear instructions as to how all the
various types of contributions (i.e. contributions from National Committees,
contributionl received for projects nol yet approved by the Ixecutive Board
and contributions in excell of total project cost) should be treated in the
account records.

Agtion tak'n by UNICEF

57. UNICEF has written an internal policy document that specifi,s instructionl for
the recordinCJ of income so that there is no ambiguity in how the various types of
contributions should b. treated in the accounting records (Fin4ncial Circular
No. 31).

R.gQmm'ndation HQ. 31 the administration should s.riously consider its plan
to adopt a uniform format for the contribution agreement/pledge letter, in
order to ensure consjltency and uniformity in the interpretation of donor
intent al ~o timing of income recognition.

AgtiQn taken by UNICEF

58. A uniform format for all contribution/pledge letters has been adopted for all
National Committee contributionl. Specific criteria for Governments and
non-gov.rnm.ntal organizationl are let out in rinancial Circular No. 31 referred to
above. Thele criteria determine the basis of income-recording in accordance with
UNICEF policies and ~rocedure8.

R.gomm.ndation NO. 41 the administration Ihould review its policy on
revaluation of contributionl receivable to enlure consistency in the
application of revaluation procedures and to conform with generally accepted
accounting principles.

AgtiOn tak.n by UNICEF

59. The ~olicy on revaluation of contributions receivable has been reviewed to
.nsure consistency with qenerally accepted accounting principles.

I •••
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a. li86 e.pln4.4 ludit

'IPommln4atlpp HA. 1, the admini.tration ,hould improve the dooum.nt .ntitl.d
"Update of UNICBr polloy on .uppl.m.ntary fund." (B/ICBr/l088/L.a and Add.1)
in ord.r to provide a compr.h.n.ive atateln.nt of polioie" proc.dur•• and
praotio•• on .uppl.mentary fund. that can form a .ub._antive ba,i. for
deci.ion-making by the B••cutive Board.

Agtion tak.n by UNICBr

60. The above-m.ntioned docum.nt was int.nded to provide a .ummary of the polici••
and procedure. r.lating to th. financial manag.m.nt of .upplem.ntary fund.. It ha.
be.n ,upplemented with another document entitled "UNICBr .upplementary funding
policie., proc.dure. and practio.~~l (B/ICBr/1989/L.2), whioh outline. the polioie.
and prooedure. for mftnaging the programmatic a.pect. of .upp1ementary-funded
p'cogramme.. This docum.nt will b••ubmitt.d to the 1980 •••• ion of the B.ecutive
Board. When taken to~ether, th••e documents provide a oomprehen.ive stat.m.nt of
polioie., ~rooedures and practice. on supplementary fund. to be used ~y the
Ezecutive Board.

Recommendation HA. a, the interdivisional group at UNICBr h.adquarters should
vigorously purlue the re-••amination, .t.rted in 1981, of the proc.dural,
programmatio and impl.mentation is.ue. concerning supplementary-fund.d
programm•• and projeot.. Thi. group i ••trongly urged immediately to addr•••
the two major i ••ue. r.1ating to the incurrence of e.p.nditur•• 'in e.c••• of
commi~m.nt. and th. di.position of oontribution. in e.oess of e.penditure. on
completed project••

Agtipn taken by UNICEr

61. Following th~ di.cu••ions of the interdivisional group, recommendations for
policies ana procedure. conoerning the issues of over-e.penditure and e.oe••
cOLtribution. for completed projeot. were .ubmitted to the 1988 .es.ion of the
B.ecutive Board (.ee B/ICBr/1988/L.2/Add.l, para. 14). These policies and
prooedqres were approved by the Board.

aecommendation No. 31 the administration should immediat.ly develop and put
in place a set of well-defined and internally consistent procedure. to ensure
that the objectives of the accounting policy on supplementary-funds income are
achieved.

Action taken by UNICEr

62. UNICEF has reviewed its procedures to ensure con~istency. The.e will be
crnsolidated a. pftrt of volume I of the UNICEr Accounting Manual to be issued in
l~d9. rinancia1 Circular No. 31 r.ferred to above was produced in this proc••••

Recommendation NA. 41 a. an immediate measure, th. Accounts Section of UNICBr
should revi.w the recording of contribution., particularly for supplementary
funda, by the rinance Section. As a permanent meaaure, ~\l accounting work
currently performed by the rinance Section should be transferred to the
Accounts Section.
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Agtion taken ~Y UNICEF

63. the Accounts Section now reviews, on a periodic basis, the recordinq of
contributions made by the Finano. SeotiQn. This analysis, in turn, is reviewed by
the Offioe of Internal Audit. The staffing struoture of the Division of rinanoial
Management ha. been reviewed ~nd red.fined in order to strengthen the recording of
supplementary-funds income and to ensure that proper control mechanisms are in
pla,:e.

Becommendation No. 51 the polioies and the praotioes of oharging the reoovery
rate and the actual recovery of administrative costs from supplementary-funded
projects shOUld b~ revie_ed to ensure that tha practice is consistent with
policy and that the latter clearly reflects the intent of the Bxecutive
Board. Likewise, guidelines and instructions issued to implement the policy
should be clear and precise to avoid misinterpretations.

Action taken bY UNICEF

64. The policies and procedure. have been reviewed to enlure consistency with
Bxecutive Board policy. These will be consolidated as part of volume I of the
Accounting Manual to be issued in 19a9.

Becommendation No. 01 control over project posts, whether dealing with
administration or project support, should be strengthened. The Board of
Auditors supports the stand of the Advisory Committee on Administrative and
Budqetary Questions that the B~ecutive Board should maintain specific and
direct control over all posts dealing with administration or project support,
regardless of the fource of funding.

Action taken by UNICEF

65. Control over project posts has been strengthened. All project posts must be
reviewed and approved by the Budget Planning and Review Committee and UNICEF
project posts at head~uarters are reported in detail to the Bxecutive Board in the
biennial budget document.

Recommendation No. 71 the system of monitoring programme activities shou ~ be
improved in order to ensur. effective programme implementation.

Action taken by UNICEF

66. The system of monitoring programme activities has been strengthened through
the implementation of the ~rogramme management module contained in the UNICEF
computer-based field system known as the Global Field Support System.

Recommendation No. 81 the administration should pursue its plan to revise its
budget manual and to issue a budget instruction on the refinement of the
definition and usage of the cost centre "unallotted reserve", in order to
facilitate budgetary control over unallotted reserve.

/ ...
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Aqtion tak~ U~ICEF

6j. Th~ Budgst Suction has iasued an instruction that c~early states the
deflnit 4,oA and usage of the cost Cf'ntre known as "unallotted z-eserve".

Rggommendatipn No. RI the UNICEF Procurement and Assembly Centre at
Copenhngen should improve its procurement, disbursement and inventory
management system to ensure thatl

(a) Correct payments are mad6 for the amount due to suppliers and
overpayment. are immediately recovered,

(b) Payment for goods not yet received is prevented,

(c) Inventories are &roperly valued'

(d) Trade discounts are accurately processed and properly taken up in
the books,

(e) Proper cut-off ptocedures are observed,

(f) Re~ponsibility for quality control is assigned to a speclfic office
and this office is required to make specific recommendations on the
disposition of unaccept~le goods,

(g) Issuance of supplies is properl) billed.

Action taken ~y UNICEF

68. During 1988, a complete review of the policies and procedures of the Centre
was undertaken. As a result, a comprehensive accounting instruction for it was
issued. In addition, the Centre has begun to redesign its procurement and
inventory management systems.

Recommendation No. 101 the audited UNICEF field office should improve its
monitoring and control over programme implementation, in particular, in the
monitoring of cash call-forwards and basic assistance lists and in the
processing of legalization of advances to the Government, to ensure thatl

(a) Cash call-forwards are not overdrawn or mischarged,

(b) Cash call-forwards are drawn in accordance with the basic assistance
list lines,

(c) Cash call-forward status reports are reconciled with the cash
assistance report.

Action taken by UNICEF

69. All UNICEF field offices have been instructed to review and improve their
internal procedures regarding programme implementation, cash call-forwards and
basic assistance lists.

/ ...
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"RAmm.od&tipnl NAI, 11 and 1'1 the Oreeting Card Operation should improve
it. ~rocur.ment system and accounting control. to ensure that accep~ed

deliveries pas. rigid quality con~rol, that ~roper cut~off procedures in the
recording of reoeivables and inventory are obsbrve4 and that sound accountiug
principles are followed in recording sales and reporting doubtful accounts.
Likewi•• , the Oreeting Card Operation should see to it that acti~·itie.

undertaken are authori.ed and are not in contra4lction with agre.mantl signed
with National Co~~itt.es.

ARtiAn tak'n by UNICEF
.

70. In accordanc. with UNICEF financial regulation 12.1, the Executive Director
ha. formulated a set of financial rules for the Operation to enlure that proper
procedures and controls are in place. The Operation has also instituted measures
to ensure that all itl activitj 11 are authori.ed before they are undert~ken.

'eRAmm'ndatipn Np, 131 the UNICEF office at Oeneva should improve its
dilbur.ement syltem and budgetary control I to ensure that a proper system of
checkl and balances i. maintained and that the UNICEF rioancial 'egulations
and Rules are fully followed.

AgtiAn tak'n by UNICEF

71. The Oeneva office has reviewed itl procedure. to enlure that the UNICEf
rinancial Regulationl and Rules are fully followed.

3. 1080 regular audit

72. The 1986 regular audit of the UNICEF accounts resulted in a substantial number
of recommendationl. The most important recommendations were repeated in the 1986
ezpanded audit as noted in paragraphs 60 to 71 above.

73. The balance of recommendations relulting from the original 1986 audit and a
summary of UNICEF actionl can be found in a leparate document entitled "Report to
the Advisory Committee on Administrative and Budgetary Questions regarding
follow-up on ilsues raised in the expanded audit of the 1986 accountl of UNICEF"
(E/ICEr/19a9/AB/L.3).

D. United Nations R.lief and Works Agency for Palestine Refugees
in the Near East

74. The Board of Auditors' summary of recommendations on their audit of the
financial accounts of UURWA (A/43/5/Add,3) for the year ended 31 December 1987
contained two pointsl

(a) The Financial Regulations and Rules of UNRWA should be revised with a
view to bringing them into line with current account policYI

I, , •
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(b) The amount of. contriDutioDa receivable in cash (contributions pledged,
but un~ald at yea~-end\ should be disclose~ in a note on the face ot the statements
of assets ~nd liabilities relaling to all funds, the Gene~al Fund and the Lebanon
Bmergency F'Jl\d.

75. UNRWA considers that both recommen~ations were implemented. In the cale of
(a), the necessary revisions were approved by the Advisory Committee on
Administrative and Budgetary Questions in their letter of 19 December 1988 to the
Secretary-General (AC/9SS). An amendment to the Financial RegUlations wa.
subsequently issued. The recommendation under (b) was im~lemented by ~ aorrigendum
to the "1987 Accounts - Notes to the Financial Statements l(B)". Within that
revised note the contributions receivable as at 31 December 1987 were dilcloled.

E. United NatiQns Institute fQr Training 'nd Research

76. The following remedial actions have been taken on problems pointed out in the
report of tue Board of AucSitors concerninq UNITAR (A/43/S/AdcS.4, paras. 10-30)1

(a) Financial administration of Special Purpose Grants projects 1

(i) As the main objection under this item relates once aqain to deficienciel
in the financial administration of Special Purpose Grants projects, most
of which are caused by the fact that UNDP funding cannot be obtained by
the Institute at the beginning of the respective projects because it does
not have executing agency status, the Executive Director has
(unsuccessfully) attempted in 1988 to obtain this status for the
Institute. He has now taken up the matter again with the .upp~rt of the
Director-General for Development and International Economic Co-operation
and the Legal Office of the "~ited Nations. It appears from their
replies that the General Assembly at its forty-fourth session will have
to consider this issue before UNITAR can be appointed an executing agency
of UNDPI

(ii) Outstanding obligations as at 31 December 1987 have been reviewed and
corrected;

(b) Monitoring and delivery of a projectl the project mentionod in
paragraphs 15 to 20 of the Board's report had to be terminated before its
completiQn. It has not been pQssible to secure a binding commitment from the
former Speciel Fellow in cherqe of the proj.ct as tQ the availability of the final
report. The Executive Director had to take that decision in order to bring to an
end a situation embarrassing to both the donor and the Insti~ute. The current
methods of programming ensure that such failures do not recurl

(c) C6sh managementl Cash management is part of the functions that the
Office of Programme Planning, Budget and Finance of the United Nations handles on
behalf of UNITAR. The Institute has been informed by that Office that the backlog
of bank reconciliations and cash receipts has been cleared uPI

/ ...
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(d) Ixpertl and conlultants. the observationl under this item relate maiuly
to the hiring procedurel and medical clearance of experts and conlultants. The
delays m~ntioned in the report will be eliminated shortly as a decentralized
procedure, in particular for the UNITAR/UNDP Centre for Smal~ Inerqy Resourcel at
Rom~, 11 being worked out. This will al~o eliminate the partial non-compliance
with medlcal clea~ance requirements.

F. United Nations High Commissioner for Refugees

77. With reference to the implementation of recommendations made in para9raph 6 of
tha report of the Board of Auditors to the General Assembly (A/43/5/Add.5) on the
accounts of UNHCR for the year ended 1987, the following action has been taken.

(a) Recommendations (a) (i) and (ii). recommendation (i) is being
implemented. With respect to recommendation (ii), if government clearance is
o~tained in advance, joint inspection is not normally needsd,

(b) Recommend~tions (a) (iii) and (iv). the recommendations are being
implemented I

(c) Recommendation (b). the recommendation is being implementedl

(d) a,commendation (c). the recommendation in the first sentence is related
to project contr,l, which is being dealt with in general terms in recommendation (f)
below. Agreemenls in the country concerned were signed in early 1988 and 1989.
UNHCR has also made considerable efforts with regard to procurement in that country
an '\ is playing a more active rolel

(e) Recommendatio~ (d). funding arrangements with implementing agencies are
b~ing firmly concluded. As to measures undertaken with regard to the monitoring of
projects and agencies, see recommendation (f) below. To speed up communication,
electronic mail has been introduced between Geneva and 26 field offices. Seventy
field offices, mainly in remote areas, are being connected by radio to their branch
officesl

(f) Recommendation (e). project planning has been substantially strengthened
in UNHCR. Field offices and regional bureaux at headquarters are being assisted iu
the planning process by the Technical Support Service and the Programme Management
Service at Geneva. Projects are being reviewed three times yearly through periodic
monitoring reports incorporated in the Financial Management and Information
System. In addition, the Ad Hoc Committee for Operational Reviews, established in
July 1987, continues to carry out programme reviews in selected countries in order
to determine where change, improvements or redirection is desirable. Within this
framework, Operational Review Teams undertook missions to 10 countries in 1987/88.
Ongoing regional workshops and other training activities are intended to provide
managers at all levels with the necessary skills. The training budget has been
considerably increasedl

I • ••
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(g) Recommendation (f): project control and monitoring have been enhanced.The Financial Management and Information System is progressively beingimplemented. This computerized system is based on standardized and simplifiedproject reporting requirements. It will to a great extent facilitate project andfinancial control at headquarters as well as in the field. Large-scale trainingactivities are undertaken with regard to planning procedures as mentioned above.They also concentrate on project monitoring;

(h) Recommendation (g): the recommendation was implemented;

(i) Recommendation (h): the auditors took up this matter again during anaudit visit in December 1988. Their recommendation in a management letter dated27 January 1989 has been implemented;

(j) Recommendation (i): decentralized monitoring is now undertaken. Thebalance of a douation-in-kind had to be cancelled as the donor was not able toconfirm that the outstanding part of the contribution would be delivered in theforeseeable future;

(k) Recommendation (j): administrative instructions on consultancies wereissued;

(1) Recommendation (k) (i): the custodial arrangements have beenstrengthened for effective safekeeping of cheques;

(m) Recommendation (k) (ii): control register books are now in place toensure valid utilization of cheques and receipt vouchers;

(n) Recommendation (k) (iil): bank reconciliation statements are beingprepared in accordance with the recommendation;

Co) Recommendation (k) (iv): the acceptability of banking institutions canbe ascertained by referring to the cited refereLce pUblications. which are nowupdated;

(p) Recommendation (1) (i): UNHCR field offices have been reminded of theneed to submit complete inventories to UNHCR headquarters. Admonitions will beissued in cases of non-compliance;

(q) Recommendation (I) (ii): UNHCR complied with this recommendation.

G. United Nations Environment Programme

78. UNEP notes that the Board of Auditors have stated that their previousrecommendations have either been dealt with to their satisfaction or have beenmentioned in their present report (A/43/5/Add.6). UNEP has taken necessary actionto deal with the recommendations of the Board of Auditors as contained in theirreports in the successive years. including the present one.

/ ...
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H. United Nations Habitat and HumaD Settlements Foundation

79. The Executive Director has carefUlly reviewed the rpport contained in document
A/43/S/Add.8. He wishes to inform the Assembly that, even prior to the report, he
had already given the necessary instruction for remedial action to be taken to
avoid any recurrence of the observations of the aUditors as they apply to Habitat.

80. With regard to paragraphs 61 to 65, allotment advices are now strictly adhered
to under all sources of fundS. While there is a greater degree of flexibility in
administering locally raised allotment advices relating to the use of
extrabudgetary resources, the certifying officers have been requested not to
authorize any expenditures in the absence of or in excess of existing allotments
without written authority.

81. With regard to paragraphs 16S to 168, no staff of Habitat is charged to
qeneral temporary assistance (except for maternity leave) aa at 1 January 1988.

82. Other staff, namely, conference-servicing staff recruited strictly for the
purpose of assisting in finalizing the typing, translation and distribution of the
pre-session documentation for the twelfth session of the Commission on Human
Settlements, are charged to temporary assistance for meetings on the basis of an
a~thorization received from the Department of Conference Services, Geneva for this
purpose.

I. United Nations University

83. The following specific measures have been taken by the United Nations
University to implement the recommendations of the Board of Auditors as contained
in its report on the financial reports and audited financial statements of UNO for
the period ended 31 December 1987 (A/43/S),

(a) UNO received three teams of external auditors during this period. It is
confirmed that most of the recommendations pertaining to accounting records have
already been implemented and incorporated in the financial statements for the
period ended 31 Decembur 1987. It should be added that the University acts in
close co-ordination with the Accounts Division of the United Nations Headquarters
in the maintenance of accounting records and in the preparation of financial
statements in order to ensure that the financial reporting standards and accounting
policies and procedures used in the United Nations system are observed;

(b) The investments of the endowment fund of the University were reviewed by
the United Nations Investment Committee in May 1988. The obser~ations and
recommendations of this Committee were reviewed and accepted by the Council of
UNU. The Council considers this to be an extremely important matter with
far-reaching implications for the future development of the University and has
urged the Rector to pursue with the Secretary-General the question of establishing
an independently managed investment portfolio that will enable the University to
protect the real value of its capital assets and, if possible, to ensure thoir
growth while generating an adequate income. This matter is currently under
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discussion with the'Secretary-General with a view to determining the mostappropriate institutional arrangements for the UNO investments bearing in mind thespecific requirements of the University;

(c) with regard to the question of the Rector's authority to transfer fundsfrom one ite~ to another without exceeding the grand total of the approved budget,the Committee on Finance and Budget of the UNO Council reviewed, at its session inDecember 1988, various possibilities for introducing certain budgetary controls .over the authority in allocating funds without hampering the efficient functioningof the University's programme activities. This matter will be further reviewed bythe Committee at its forthcoming session in July 1989 with a view to finalizing itsrecommendations on the subject to be reviewed by the Council in December 1989together with the proposed UNO programme and budget for the biennium 1990-1991;

(d) Necessary steps are being taken, as ~~commended by the &uditors, tohasten the refinement and completion of the procedures for pr~~r~~e planning,implementation, monitoring and evaluation so that a project management system canbe put in place as expeditiously as possible.

84. The Rector wishes to express his gratitude to the Board of Auditors for itsvaluable Observations and recommendations, which have been of great benefit to theUniversity in the improvement of its efficiency, management, financialaccountability and bUdgetary controls.


