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LETTERS OF TRANSMITTAL

30 March 1990

Sir,

Pursuant to financial rule 311.4, I have the honour to transmit the financial
report and accounts of the United Nations Habitat and Human Settlements Foundation
for the biennium 1985-1989 ended 31 December 1989, which I hereby approve.

Copies of these financial statements ure also being transmitted to the
Advisory Committee on Administrative zand Budgetary Questions.

Accept, Sir, the assurances of my highest consideration.

(Signed) Dr. Arcot RAMACHANDRAN
Executive Diructor of the
United Nations Centre for
Human Settlemounts (Habitat)

The Chairman of the Buard of Auditors
United Nations
New York
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25 June 1990

Sir,

I have the honour to transmit to you the firancial statmments of the United
Nations Habitat and Human Settlements Foundation for the biennium 1988-1989 ended
31 December 1989, which were submitted by the Executive Director. These statements
have been examined and include the audit opinion of the Board of Auditors.

In addition, I have the honour to present the report of the Board of Auditors
with respect to the above accounts.

Accept, Sir, the assurances of my highest consideration.

(Signed) O. T. PREMPEH
Auditor-General of Ghana
and Chairman of the
United Nations Board of Auditors

The President of the General Assembly
of the United Nations
New York, N.Y.
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I. FINANCIAL REPORT FOR THE BIENNIUM 1988-1989
ENDED 31 DECEMBER 1989

1, The Executive Director of the United Nations Centre for Human Settlements
(Habitat) is responsible for administering the United Nations Habitat and Human
Settlements Foundation (UNHHSF) and, accordingly, transmits herewith the financial
repart and accounts of the Foundation for the biennium 1988-1989 ended

31 December 1989,

Summary of significant accounting policies
2. The Foundation followed the accounting policies enumerated below:

(a) The accounts are kept in accordance with the Financial Regulations and
Rules of the United Nations and the special annex thereto for the United Nations
Habitat and Human Settlements Foundation (ST/SGB/UNHHSF Financial Rules/3 (1978));

(b) Assets, liabilities, income and expenditures are recorded on an accrual
basis)y

(c) The financial period of the Foundation is a biennium cousisting of two
consecutive calendar years. In accordance with the directives of the Office of
Programme Planning, Budget and Finar e, the financial figures of the Foundation
for the biennium are treated as a whole instead of in annual figures;

(d) The accounts are presanted in United States dollars., Transactions in
currencies other than United Nations dollars are recorded at the United Nations
operational rate of exchange prevailing at the time the transaction tnok place;

(e) Pledged contributions. Pledges are recorded as income on the basis of a
written commitment by a prospective donor to pay a monetary contribution at a
specified time or times. Plerdges received for future years are re:orded as
deferred income;

(£) Deferred charges. Deferred charges comprise eﬁpenditure items which are
not properly chargeable in the current financial period and which will be charged
as expenditure in the subsequent financial period;

{g) For balance-sheet statement purpcses, only that portion of the education
grant advance that is assumed to pertain to the scholastic year complnted as at the
date of the financial statement is shown under deferred charges. The full amount
of the advance is maintained in the accounts receivable from staff memters, until
such time as the staff member produces the required proof of entitlement to the
education grant, at which time the budgetary account is charged and the advance
recovered;

(h) Surplus account. The surplus account of the Foundation Fund represents
funds available for the future use of projected activities;

(1) Savings from the liquidation of prior periods ubligations are credited
directly to the Foundation surplus account.




Financial position and operating results

3. The financial position and operating results for the biennium 1988-1989 ended
31 December 1989 of the Foundation and the International Year of SBhelter for the
Homeless (proclaimed by the General Assembly in its resolution 37/221 of

20 December 1982) are shown in the attached statements and are summarised as
follows?

(a) The combined excess of expenditure over income 1/ (net deficit income)
for the bienn‘um 1988-1989 amounts to $1,326,753 (statements IV and V). However, a
saving from liquidation of prior financial period unliquidated obligations of
$455,604 was realized as at 31 December 1989;

(b) The Foundation has a combined unencumbered fund balance of $8,486,643
available for existing and future commitments (statement VI).

4. The combined total income of $12,731,342 includes contributions io the
Foundation and the Year, recorded on the basis of receipt of firm and official
latters of pledges (statements IV and V).

5. The Secretary-General of the United Nations is the custodian of the funds of
the Foundation. During the biennium 1988-1989, pledges by Governments in the total
of 811,340,598 were recorded for the Foundation and the Year, and collections and
adjustments of $10,433,221 were made, of which $1,671,984 was for the prior

period. Current and prior years' pledged contributions in respect of the
Foundation and the Year in the amount ¢f $1,146,068 and $217,064, respectively,
remained unpaid as at 31 December 1989, The unpaid pledged contributions for
future years for the Foundation amounter} to $2,634,502 (schedule 1.1).

6. Expenditures for the biennium 1981-1989 totalled $11,40¢,589 and are detailed
by expenditure components in statements I, II and III. Of this amount $3,465,357

relates to programm¢ and programme support activities (statement I) and 8$7,939,232
to project activities of the Foundation and the Year (statements II and III),

7. The expenditure for programme and programme support activities (statement I)
were jncurred against an allocation of $4,133,330 zpproved for the purpose by the
Commission on Human Settlements at its teath session, held at Nairobi in 1987,

This allocation and the related expenditures are analysed by programme as followss

1/ The level of expenditure for 1988-1989 approved by the Commission on
Human Settlements at its llth plenary meeting on 16 April 1987, in its resolution
10/25 on budgetary matters, was $10,133,330,



Executive direction and management
Human settlements programmes
Administrative and common services

Total

Total expenditure
1989 198171

(United States dollars)

366 799 858 509
2 233 383 2 613 079
—B865 115 —267 570
3.465 357 4 439 158

8. Projec* expenditures are incurrad against allocations of $391,916 by the
Executive Director and, as indicated in paragraph 6, totalled $7,596,115 during the

bienniwm 1988-1989.

9. Total expenditure in the biennium 1988-1989 is distributed as follows:

Programme and programme support costs (Foundation)

Programme and programme support costs (the Year)

Project costs (Foundation)
Project costs (the Year)

Total

1989 1987

(United States dollars)

3 465 357 3 610 700
- 828 458
7 596 115 4 362 556

——343 117 1 094 363
11 404 589 96896 350




II. REPORT OF THE BOARD OF AUDITORS

Introduction

1. As required by General Assembly resolution 74 (1) of 7 December 1946, the
Board of Auditors has audited the accounts of the United Nations Habitat and Human
Settlements Foundation for the biennium ended 31 December 1989.

2. The examination was conducted in accordance with article XII of the Financial
Regulations ot the United Nations and the annex thereto and with the common
auditing standards adopted by the Panel of External Auditors of the United Nations,
the specialized agencies ond the International Atomic Energy Ageancy. The
examination was conducted at the headquarters in Nairobi.

3. During the biennium under review, the Board of Auditors continued its practice
of reporting the results of specific audits and issuing management letters
containing detailed audit observations to the Administration. This practice has
helped to maintain a continuing dialogue with the Administration.

4. The following aro the most significant matters arising from our examination
during the biennium. We Lave discussed tuese matters with the Administration,
whose responses are incorporated where appropriate.

5. ‘the present report is divide¢ into two parts, covering the audit of financial
statements and management issues, respectively.

Summary of recommendations

6. We recommend that °. . rollowing corrective actions, presented in order of
priority, be taken:

(a) The cash management function should be further improved within the
limitations of staff resources by thy establishment of clearly defined lines of
authority and responsibilities in order to enhance accountability (see paras. 18
and 19);

(b) Appropriate effective action should be taken to ensure the timely
submission of performance evaluation reports in order to afford prompt deletion
from the payroll of the names of those employees whose contractse have expired (see
para. 23);

(¢) Project delivery should be further improved through the elimination of
delays in the gigning of project documents and through adequate monitoring and
effective procurement action (see paras., 25, 26 and 28);

(d) The United Nations Ce:utre for Human Settlements should continue its
efforts in the collection of plrdges to ensure a further reduction in the status of
overdue pledges receivable (see paras. 12 and 13).
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Summary of findings

7. Overdue pledges as at 31 December 1989 for the Foundation and the
International Year of Shelter for the Homeless amounted to $1.4 million (see
paca. 12).

8. Our review indicated that existing organisational arrangements for the
management of financial resources require further improvement (see para. 18).

9. Our examination of payroll disclosed that, as a result of delays in the
submission of relevant reports, some staff members whose appointments had expired
were paid salaries prior to the formal extensiun of their contracts

(see paras. 21 to 23).

10. Delays in project execution far beyond the scheduled completion dates occurred
because of factors, some of which were beyond the control of the Centre (see
para. 25),

11. The recovery of the outstanding balance of an advance amounting to $9,813.71
from a former staff member is being pursued through the United Nations Joint Staff
Pension Fund (see paras. 30 and 31),

Pacrt I: Fipancial statements

Collection of pledges

12, Our review of outstanding pledges as at 31 December 1989 for the Foundation
and the International Year of Shelter for the Homeless disclosed that current and
prior years' receivables amounted to $1.4 million. Compared with an amount of
$2.1 million due as at 31 December 1987, the collection of o lue pledges in tae
current biennium has shown significant improvement.

13, We recommended that the Administration should continue wit ‘- ics efforts to
ensure a further improvement in the collection of overdue pledges.

14, The Administration said that a comprehensive review of outstanding pledges had
been undertaken during the biennium, by which requests for payments were directly
sent to donors in addition to regular follow-ups. The Centre is continuing its
efforts in this respect to ensure a further continuous decline in the number of
overdue pledges receivable.




Liguidity position

15, The Foundation and the International Year of Shelter
foxr the Homeless (atatement VI)

(United States dollars)

1984-1985 1986-19687 1988-1989
Agsets 11 629 505 11 121 764 14 829 652
Liabilities -3.100 165 -4 147 590 6 343 009
Fund balance 8529 340 0.974 174 —8 460 443
Liquidity ratio 3.8 2.7 2.3

16. An excess of income over expenditure amounting to $1.3 million (statements 1V
and V) was realized at the end of the biennium or the combined operations of the
Foundation and the International Year of Shelter for :the Hnmeless.

17. A general analysis of the financial status of the Foundation reveals an
average liquidity as at 31 December 1989, which implles that its assets are
2.3 times greater than its liabilities.

Pari II: Managemeat issues
Cash management
Allocation of duties to financa staff

18. Our review of the adequacy of organizational arrangemeals for the management
of financial resources disclosed that the following procedures reguire further
improvement:

(a) The job descriptions of staff of the Finance Section revealed instances
where certain staff members performed duties that varied significantly from the
functions outlined in their official job descriptions. 1In certain cases, the
overlapping of duties d4id not promote effective internal control. For example, the
staff in charge of the preparation of bank reconciliation statements also brepared
payment vouchers, while at the cashier's office the receiving function was combined
with the preparation of travel advance payment vouchers;

(b) Overtime duties performed by staff were not endorsed by the requesting
offices prior to submission for certification and payment;

(c) Documents in support of payment orders were not voi”4d to prevent re-use;

(d) Cheques received at mail opening were not listed prior to transmission to
the Finance Section for recording.
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19. We recommended that ateps should be taken to improve the cash management
function by the establigshment of clearly defined lines of authority and
responsibilities in order to enhance accountability.

20, The Administration accepted our recommendation but explained that the
overlapping of responsibilities was occasioned by a tremendous increase in project
activities that seriously strained the existing staff resources. Dutles were,
therefore, redistributed on a temporary basis to enable the performance of vital
functions. The situation was further compounded by the recent reductions in posts,
both at the Professional and General Service levels. However, steps are being
taken to redefine responsibilities and duties, where necessary, to improve internal
control. With regard to our comments in paragraphs 18 (b) to (d) the
Administration replied that corrective action had been taken.

RPayroll
Untimely submission of performance evaluation reports

21. We observed during our interim audit that performance evaluation reports, upon
which recommendations for the extension of staff appointments are based, were not
submitted early enocugh to the Personnel Section to afford timely preparation of the
relevant P-5 action for officers whose contract terms had expired and required
extension,

2Z. We also noted that the names of those officers remained in the payroll long
after the expiry dates of their fixed-term appointments, pending approval for
extension. Continuity of service was, however, approved on a pust facto basis by
the later submissicn of the appropriate porsonnel action form. We expressed
concern over the continued payrment of salaries of employees after the expiry date
of their contract, without the relevant P-5 action.

23. We observed during our final audit that that situation persisted. Despice
reminders issued by the Personnel Section, reporting officers had failed to ensure
prompt submission of the evaluation reports. We therefore recommended, and the
Administration agreed, that appropriate effective action should be taken to ensure
that supervisors and reporting officers complete and submit timely performance
evaluation reports in order to afford prompt deletion from payroll of the names of
those employees whose contracts have expired.

24. We were informed that administrative measures had been initiated to avoid
delays that lead to a tardy extension of contracts.

Project activities
Delays.in project execution

25. Our review of the status of implementatior of Centre-executed projects
indicated considerable delays in the completion of projects. The following
factors, largely beyond the control of the Centre, were identified as contributing
to the non-completion of projects within due dates:




(a) Delays iv the remoruitment of project personnel;

(b) Delays in the signing of project dvcuments;

(c) Delays in procurement and delivery resulting from lack of funds;
(d) Lack of adeguately trained national personnel;

(e) Inadequate government inputs such as insutficient accommodation for
projeoct personnel.

26. While accepting that delays in approving or recruiting appropriate project
personnel and other unforeseen natural events can undermine project execution, we
are of the opinion that judicious adherence to the following factors would
facilitate project delivery:

(a) S8-fficlent lead time should be considered for inclusion in the project
document, especially in personnel recruitment;

(b) Equipment should be procured and delivered on a timely basis;

(c) Project objectives and outputs should be effectively determined to c¢usure
their realization.

27. The Administration stated that it had always been the practice of the Centre
to take into account in project planning and implementation suggestions similar to
those we had made. It said further that adequate provision was always made for
lead time in project planning but thut sometimes, beyond the control of the Centre,
the lead time was lost by the time the project document was finally signed by all
parties.

28, We advised that improved quality of project proposals in terms of both
substance and presentation, effective procurement action and adequate monitoring
would ensure adequate improvement in project delivery.

29. The Administration said that, although it was accepted that delays in the
completion of projects were due to factors that were largely beyond its control,
the Centre was addressing those problems with the view to eliminating delays and
ensuring timely delivery of outputs.

Staff advances

30. Our review of the status of outstanding advances revealed that a former staff
member owed education grant and salary advances amounting to $25,983.22 prior to
his resignation. A subsequent follow-up disclosed that recoveries had been mado
leaving an outstanding balance of $9,813.71,

31. We were informad that the refund of the outstandiny balance could only be
pursued through the United Nations Joint Staff Pension Fund on condition that a
letter of authority from the former staff member is submitted to the Fund. The
Administration informed us that the relevant documents had been received and
forwarded to the Administrator of the Fund in New York for appropriate actionm.




Implementation of finangial rule 114.1

32. As requested by the General Assembly in its resolution 44/183 of

19 December 1989, the Board reviewed the implementation of that rule. Our review
in the light of cases that came to our notice irn th biennium involving Centre
staff members disclosed that the existing procedures in dealing with breaches of
financinl discipline, aithough slow, do not appear to be inadequate.

33. The Board was informed of one case of intentional fraud involving a formex
staff member of the Centre in respect of falsified education grant claims for the
1987 and 1988 scholastic years. Recovery of the amount involved has been made aad
the staff member's resignation was accepted and recorded as "Resignation following
allegyations of serious misconduct". B8Such a comment in the file of a separated
staff member seeks to protect the United Nations from inadvertently rehiring an
employee who has already proved to be undesirable. Also, the loss of potty cash
balances in United States dollars and in the local currency reported to the Board
is under investigation.

Comments on matters dealt with in the report
on the biennium 1986-1987

34. Matters contained in our 1986-1987 1/ report have either been dealt with to
our satisfaction or have been mentioned again in the present report.

Acknowledgement

35, The Board of Auditors wishes to express its appreciation Zfor the co-operation
and assistance extended by the Executive Director, his officers and mombers of
their staff,

(8igned) O. T. PREMPEH
Auditor-General of Ghana

(8igned) Eufemio C. DOMINGO
Chairman of the Commission on Audit
of the Philippines

(S§igned) Heinz Giinter ZAVE!BERG
President of the Federal Court of Audit
of the Federal Republic of Gerwmany

1/ Official Records. 2
Na, 5H (A/43/5/Ad4.8), sect. II.
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III. AUDIT OPINION

We have examined the following appended financial statements, numbered I
to VII, properly identified, and relevant schedules of the United Nations 4Yabitat
and Human Settlements Foundation for the financial period ended 31 December 1989.
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 present fairly the financial position as at the end of the period and
the results of its operations for the period then ended.

The financial statements were prepared in accordance with the stated
accounting principles, which were applied on a basis consistent with that of the
preceding financial period. The transactions were in accordance with the Financial
Regulations and legislative authority.

(Signed) O. T. PREMPEH
Auditor-General of Ghana

(Signed) Eufomio C. DOMINGO
Chairman of the Commission on Audit
of the Philippines

(Signed) Heinsz Giinter ZAVELBERG

President of the Federal Court of Audit ,
of the Federal Republic of Germany

20 June 1990
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IV. FINANCIAL STATEMENTS FOR THE BIENNIUM 1988-1939
ENDED 31 DECEMBER 1989
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STATEMENT 1V

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION

Statement of income and expenditure for the bicnnium

1968-1989 ended 31 December 198¢

(United States dollars)

Jacome
Contributions from Governments and others
Income from investments
Refund of prior year's expenditure

Refund of contributions from the
United Nations Joint Staff Pension Fund

Income from film, televislon, etc.
Gain in exchange

Other income

Expenditure

Expenditure and unliquidated obligations
(statements I and II)

Gain or loss on exchiige (net)
Total expenditure

Excess of income over expenditure

1089
11 214 184
1 428 982

3 913

17 266

11 736

11 061 472

e
— v et e 1+ iren

4. 614 609

1981

7 097 262
917 063

680

1177

8 725

— a3 365
8 .0b0 212

T 973 256
Y LY Y
2005 317
44,955

Certified correct
(8igned) Dr. Arcot RAMACHANDRAN
Executive Director

Nairobi, 30 March 1990

-15-
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STATEMENT V

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION

Statement of income and expenditure for the International Year
of Shelter for the Homeless for the biennium 1988-1989 ended
3l _December 1989

(United States dollars)

Income 1989 1987
Contribution from Governments 55 261 1 638 731
Contributions from public donors - 5 197
Subventions - 25 000
Gain on exchange e _—i 918

55 261 1 670 908

Expenditure :

Expenditure and unliquidated obligations i
(statement III) 343 117 1923 094 ,

Total expenditure 343 1117 1.923.094

Excess income over expenditure (deficit) (287 _856) {252 188)

Certified correct

(Signed) Dr. Arcot RAMACHANDRAN
Executive Director

Nairobi, 30 March 1990

-16-




STATEMENT VI

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION
Statement of asgets and liakilities for the blennium

1986-1989 ended 31 December 1989

(United States dollars)

Assets

Cash at banks, on hand and in transit

Investments (schedule 4.1)

Contributions from public donors (Foundation)

Pledged contributions receivable from Governments
(schedule 1.1)

Pledged contributions from public donors (the Year)

Pledged contributions from Governmments for the Year
(schedule 2.1)

Accounts receivable

Interest receivable

Deferred charges

Inter-fund receivable

Due from other United Nations agencies (net)

Total assets
Liabilities

Accounts payable

Unliquidated obligations (statements I, II and III)
Deferred contributions from public donors

Deferred contributions (schedule 1,1)

Deferred contributions for the Year (schedule 2.1)
Financial Reserve

Due to United Nations General Fund

Inter-fund payable

Total liabilities
Fund balance

Balance available at 1 January 1988

Lesg: Provision for financial reserves

Add: Excess of income over expenditure
(statements IV and V)

Add: Savings effectocd from liquidated prior
years' unliquidated obligations
Less: Adjustments to prior years' contributions

Balance available at 31 December 1989

Total liabilities and fund balance

1989

1 826 669
8 286 207

3 780 570
2 000

217 064

38 996

320 099

83 160

5 663
—269 224

14 929 052

110 016
1 223 927

2 634 502

1 002 663
1 371 901

-6 343 009

6 974 174
(402 663)

1 326 752

455 604

4987

546 009
6 160 596

3 280 070
2 000

682 682

29 879

92 558

11 241

308 511
—f.308

11221 704

539 102
875 210

1 847 631
20 500

600 000
257 305
—1.842

=4-147 520

8 529 340
(600 000)

(207 233)

362 915
{2 110 848)

_6.974 174
11 121 764

Certified correct

(Signed) Dr. Arcot RAMACHANDRAN
Executive Director

Nairobi, 30 March 1990
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(Footnotes to schedule 1.1)

a’ Includes pledges
of Denmark.

b/ Includes pledges
Government of Finland.

c/ Includes pledges
of the Federal Republic of

4/ Includes pledges
of the Neotherlands.

e/ Includes pledges
of Spain.

of $987,075.00 for specific projects from the Government
of $1,480,540.58 for specific projects from the

of $5,768.48 for specific projects from the Government
Germany.

of $312,137.79 for specific projects from the Government

of $45,156.00 for specific projects from the Government
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SCHEDULE 3.1

UNITED NATIONS HABITAT AND HUMAN BETTLEMENTS FOUNDATION

Project expenditure by country and by region for the

NIenn im HBg=-1989 @

naad NACAmMDE Y

(United States dollars)

Country projects Total exn’ uditure
Argentina 00
Bangladesh . 31
Burundi 8 506
Burkina Faso 8 076
Bolivia 399 129
Brazil 68
British Virgin Islands 56 500
Bulgaria 17 500
Colombia 107 176
Congo 15 410
Costa Rica 355 318
Dominica 7 638
Ecuador 2 078
Egypt 7 753
Gambia 8 859
Guinea-Bissau 19
Cuyana 56 500
Indonesia 103 779
Jordan 8 282
Kenya 7 681
Maldives 10 087
Mali 17
Nepal 22 664
Niger 8 984
Nicaragua 91 193
Oman 12 540
Philippines 62 238
Senegal 31 602
Sierra Leone 5 250
Sri Lanka 189 005
Thailand 38 487
Tunisia 35 391
Turkey 18 175
Uganda 109 620
Union of Soviet Socialist Republics 107 631
United Arab Emirates 35 798
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SCHEDULE 3.1 (concluded)

Country projects Total expenditure
United Republic of Tanzania 8 270
Uruguay 42 861
Vanuatu 32 837
Zambia 340 218
Zimbabwe 188 929
Subtotal 4.584 800
Reglonal projects
Arab States 5 808
Caribhean 137 233
Interregional 148 332
Latin America 47 551
Other projects 4 240 030
Subtotal 4 578 954
Programme support costs 432 361
Total project expenditure 715945 115
Brojects for tha International Year
of Shelter forx the Homelaesa
Regional Latin America 20
S8xi Lanka 48 424
Other projects 294 613
Total project expenditure 343 117
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SCHEDULE 4.1

UNITED NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION

nisgte : D 03 Lo WAL .

(United States dollars)

Amount
STATE BANK OF INDIA, NASSAU
8.1875 per cent 300 000
26 February 1990
8.4375 per cent 1 000 000
27 February 1990
8.6875 per cent 700 000
3 January 1990
KREDITBANKVEREIN, GRAND CAYMAN
8.6250 per cent 600 000
6 February 1990
IBJ SCHRODER, GRAND CAYMAN
8.6250 per cent 1 200 000
8 January 1990
MORGAN GUARANTY TRUST COMPANY, NEW YORK
8.0000 per cent 1 700 000
Call account
BANK OF MONTREAL, VANCOUVER
10,5000 per cent ($Can 100 000) 86 207
27 February 1990
8286 207

" Income from investments is shown in statement V.
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