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1. The Advisory Committoo  on Adminirtrative and Budgetary  Quortionr met with
msmhern of the Audit Oprrations Committrr  of the Board of Auditors in
September 1988 and dircuraed  with thorn the Board’s roportr to the Goneral Arrrmbly
o n  t.he f i n a n c i a l  r e p o r t s  a n d  account8 o f  the United Nationr,  11 i n c l u d i n g  t h e
International  Trade Centre,  2/ and tha United Nation8 Univerrity,  31 f o r  tho
bienni?rm  ended  31  Decmnbar  1987r  the Unitrd Nat ionr  Dovolopmrnt  Programmr, 41 the
United Natjons Children’s Fund, 51 the United Nation, Relief and Works A;ency for
Pa\escine Refugee8 in  the  Near  Eart, a/ the  Uni ted  Nationa Inrtituto f o r  Train ing
and Research, I/ the voluntary tundr adminirtered  by the United Nation6 High
Conuniasiox~er for Refugees, B/ the Fund of the United Nationa Environment
Programme, 9/ the United Nations PorOulation  Fund, u/ all for the year ended
31 Docenber 19871  and the United Nation8  Habitat and Human Settlementr
Foundation -U/ for the biennium ended 31 December  1987, The Advisory Committee ’ 6
observations on the report of the Board on the account6 of the United Nations Joint
Staff Pension Fund for the year ended  31 December 1987 .u/ will be submitted
separate ly  to  the  Genera3 Assembly  a t  i t s  for ty - th ird  aebsion,  in a  report  that
will also include the Committee’s recommendations on the report of the United
Nationx Joint Staff Pension Board,

2. In addition, the Advisory Committee examintrd  the Roard’b report 131 on its
expended  audit  of the f inancial  report a n d  accounts of  the United Nations
Children’s Fund for the year ended 31 December 1986, which ham been submitted
pursuant to the provisions of paragraph 2 of General Assembly resolution 421206 of
11 December 1987.

3, The Advisory Committee also had before it a note by the Secretary-General
(A/43/445), transmitting the summary of principal findings and concluaiona for
remedial action contained in the reports of the Board of Auditors, which was
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proprrrd by tha Auditor8 in roaordrnao with prrmgrrph 0 of Oonrrrl Armmmbly
ro8olution 42/206.

4, In paragraph 3 of it8 roport (AIrlIa32) to tha Qonorrl Arrrmbly  rt it8
forty-firmt  omrmion, the Advimory Committam mtrtodl

“In aonmidoring  t h e  reporta, tha Advirory Comittao found in8trUOtivO  the
rrrponrrm o f  tha Adminiatrationr to  t h r  obrorvrtioar o f  the Board.  TM
Comnittw notrd that thorr ob8rrvationr to the aommontr of the Bowl l ir0
loartod  in two plrarr,  i n  aortain 08818  thry wo rummrrimod  in the body of the
mrin roportr in other a1818 they rlro l ppomr rt the and of the rrport. The
Committao i x  o f  tha view that all the obmorvrtionm o f  the Admini8tratiOn8 to
bo inoludod i n  the Auditorm’ rrportr  r h o u l d  bo mrdo rvrilrblo to  the Board
p r i o r  t o  the rorrion w h o r e  it finrlimor itm rrportr,  The obrorvrtion8
roceivod rhould bo grouprd in one plrao in the Auditor8’  roportc”

b, Tho Board of Auditor8 hrr rlnao modiflad the format and prorrntrtion  of itr
raportm, taking into account the obrotvrtionm  and roaonunrndrtion8  of thr Advirory
Committar guotrd in paragraph 4 rbovr, During itm oonridaration  of the Board’u
aurrant reporta  t o  t h a  Qonrrrl Arrrmbly  at it8 f o r t y - t h i r d  qer@ion,  the rttontion
of the Advisory Committee warn drawn to a tandrnay on the c of the
Adminirtrrtionr to inrirt on detrilrd and won varbrtim  rr roduationr of their
rrmponrom to connrontr  oontrinod in the board@@  roportr. in t h i r  aonnrction,  the
Committoo wirhor to rtrrrr that it aovor iatondrd the and-rorult of itr porition
guotad in paragraph 4 rbovo to involvo  thr inalurion of longthy aommontr from the
Adminirtrrtionr in the raportr of the Board, Thr Committoo f irmly beliavrm that i t
im the prorogrtivo  o f  the Board, in  oonrultrtion wi th  the Abninirtrrtionr
oonaorned,  t o  drtormino the length o f  it8 roportm,

6, The  Advirory Committoo ha8 l xominod the finrncirl roportr and rcoountr for the
biennium ended 31 Docambor  1907 and the rolrtrd report of tha Board of Auditor8 11
i n  rompwt  o f  regular budgot  mativitior, trurt fundr and mpoairl  accounta.

7, Varioum amprctm  of budgrtary control arm dimcurmed  by the board in
paragraph8 59 to 116 of itr report.

8, In p~rrgraphr  67 to 79, the Board conridorm  the guomtion of rriring and
rroording unliquidetrd  obligrtionm in accordance with the delivrry principlr  for
good8 and l orviom, inc luding rcquimition of  aquipmant, in  lina wi th  genarrlly
accoptod  accounting princFplrr or with Unitad Nation8 Financial Roqulation  4.3,
which mtatorl

eQs. Approprirtionr  rhrll romrin l vrilrblo for twolvo monthr
fallowing the rnd  of thr finrnoial period to whiah they roleto to the l xtont
that they l ro roquirod  to dimchrrgo  obligrtionr  in rorpoct of good8 ruppliod
and rarvicrr rondrrod in the finrnairl prriod and to liquidate  any other
out r t rnd ing  logal obl igat ion  of  the f in rnc i r l  period, The brlrnco of the
rpproprirtionr rhill bo rurrondorod,**
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The Board ststaa it8 view8 that “the application  of that regulation ham boon
inCOn8isteutly and lo811 rtrictly applied in the ra’ming and recording of
u n l i q u i d a t e d  o b l i g a t i o n s ”  (para.  68) a n d  t h a t “tho criteria for rriring and
recording unliquidsted  obligation8 should bo brought i n  line with the provirionm of
regulation 4.3 and, epec\fically, that roctionr  6 and tl of the Financr Manual mumt
b e  rrconridered ,.. with a view to requiring the conmirtrnt  applicat ion of the
&livery principle for goods and IOtViCOlr inc luding  acquimition  of  rquipment,
prov ided  fo r  in  regula t ion  4.3” (para. 69). Thr Committoo  undermtandm  that  in so
far a8 the United Nation8 is concerned, the Board did not conrider  thir matter to
b e  s u f f i c i e n t l y  m a t e r i a l  t o  q u a l i f y  itr opinionr however,  thin wan  n o t  t h e  ca8o
with UNDP and UNFPA (ree param,  28 and 39 below).

9, The Advisory Committee noter that the Board’8 propoaallr quoted in paragraph 8
above  and the  Adminirtr~tion’r responmo  (prra,  7 0 )  involvo different
interpreta t ions  of  dolivery per iod  and dirbur8omont  prriod. The Committoo  note8
that the Board’8 interpretation of the dolivory  principlr  can bort bo illumtratrd
aa followat i f  a  motor car  in  ordorad in  1988  (and  fund8 ob l iga ted  in  1988) but  i s
dolivorrsd  and paid f o r  in 1989,  such dirburromont  murt  be counted againrt 1989
expenditure. The Committee obaervea,  howovor, that much an approach Carrie8 with
it  the potential  for complicat ing the established programmr  budgeting procobs,
since it would involve decrearing prior year appropriations and increasing
appropriations for the next year,

10, Thr hdviaory Committoe  notrr that a numbor of the inrtancrr cited by the Board
relate to the procurement by thr United Nationr, UNDP and UNFPA of equipment  for
tochnicsl  co-operat ion act iv i t ies , The Adv i sory  Committoo  p o i n t s  out  that  long
lead t imes are often involved in ruch transactions and that  the entering into  of
commiLments  well in advance of delivery doer not necermarily represent an abuse.
In tha circumstancas, the Advirory Committee  believer that  the &&.u&u-snte
should be maintained, with strict financial control ensured by enforcement of
existing procedures for the certification of commitment8 and the monitoring of
obligat ions. Obligating funds without a specific and demonstrated need for them
should not be seen as a means to retain balances of appropriations that would
otherwise 30 surrendered. In thir connection, the Advirory Committee draws
attention to its continuing and close involvement with this iasue, as evidenced by
its obso;vations  and recommendationr contained in paragraphs 32 to 35 of its first
report on the proposed programme budget f o r  the biennium 1988-1969. &4/ The
Committee believes that implementation by the United Nations Administration of its
recommendations will result, in future yoara, in  be t ter  contro l  and  s ign i f i cant ly
lowor levels nf unliquidn’:ed  o b l i g a t i o n s .

11, The Advisory Committee noterr  that the Administration has agreed with the
Board’s technical recommendation (para, 79)  that  unliquidated obligations relat ing
to UNDP-funded projects that have remained valid beyond 12 months rhould be
transferred to and reported as accounts payable in the relevant financial
statements.

12. In paragraphs 86 and 87, the Board commentr  on a resolution adopted by the
Economic and Social Council authorising  the International Narcotics Control Board
(INCB) or the Hoad  of  i ts  secretariat  to  t ransfer  credits  fr>m one i tem to another
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in the INCB budget, The Board OOnmidOr8  thi8 mituation to be uontrary to th*
regular provimionm  regarding hudgatary c o n t r o l , I n  thim c o n n e c t i o n ,  tha Advirory
Committee im of the view that implrmontation  0,@ the above Economic and Social
Counail remolution mhould not in any way contravenr uny United Nation8 financial
rogulationm  or rulom on budgetary oontrol. I n  t h e  circummtanco8, the Conunittno
concur8 in the Board’8 pomition and tocommendation contained in paragraph 87 of it8
royort t h a t **the wording of the above-montiorrod  remolution  be rrconriderod, with a
view to  bringing thr INCB in l ine with roqular budget aontrol  prouoduro’*.

13, The activitio8  of t’nr five Multinational  Programming and Operational Centror
(NLPOCm) of the Economic Commi88ian  for Africa (WA) are conmidored  in
paragraph8 88 to 92 of thr Boardt8 report, In the l ight of the f inding8 reported,
the Advimory Committer ropurmtm thct thr United Nation8 Adminimtration  carry out
without delay the Board88  recommendation in paragraph 91 that “thr l chirvrmrntr of
the MJLPOCm bo thoroughly evaluated  with a virw to draiding whrther thim l xparimont
mhould be continued or whether the mandate, number and mtructuro of there centror
mhould be oompletoly  reorganised”, At the flame  time, the Committoe rocommrndr  that
the Adminimtration mhould almo uryontly roapprairr the ECA Pan-Afriaan
Documentation and Information Symtom (PADIS) in view of it8 implomontation  and
funding problom8 identified in paragraph8 177 to 180 of thr Board’8 report.

14, The uee of  progfammo mupport fund8 ia dixcummed in paragraph8 93 to  95 of the
Board~m  report, The Advimory Committoe mtrongly endOr the Board’8 view in
paragraph 94 that ‘*progrmmo  mupport ro8ourcom mhould bo U8ed in lima8  bhore a
domonrtrablr rOletiOn8hip  l ximtm between the mupporting  l ctivitiem conoornod  and
thr l ctivitiom that goneratod  the progremmr support revenue”. The Committoe note8
that thir obaervation of the Board applier not only to the United Nation8 but to
other organirationm  much am UNDP and UNFPA am well,

15, Payroll and permonnol  information ryatemr  are l xemined in paragrrphr 117 to
170 of the Board’m report,

16, The qurmtion of  l oaned  pomtr la dircurred in  paragraphr  141 to  1 4 4  of  the
Board’8 repor t , The Advimory Committoe mharom the view oxpre8rod  by the Board in
thir regard that ruch loan8 mhould be for rhort duration8 only) othorwire it would
call into quemtion  ju8tificationm l ubmitted in the Secretary-Qeneral’s programme
budget document8 for the eOtabli8hment a n d  continuation of thO8e pornto.

17, The Advimory Committeo trurtu that the problem8 and wraknoamer of the exirting
prrronnel in format ion  xyrtemr ident i f i ed  i n  paragraph8 1 4 5  t o  1 5 0  of  the Board*@
report will br addrrmrrd  when the propored  integrated management information system
ia approved and implemented,

16, Paragraph8 159 to 162 of the Board’8 report Contain  it8 review of the
l dminirtration of procedurer  concerning dopendrnay l llowanco8 (in particular, the
numbrr of adopted children l ntitlod to depondoncy benefitr)  at officer away from
?!eadquarterm, In paragraph 162, the Board 8Ubmit8 a broad rocommonCation  that a
“review  of the l xirtinp regulation8 and ruler on dependency allowance be further
pUr8UOd  to detormino  the financial implication8 of the rule on the number of
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dependants qualified to racoive allowances and other related rteff benefita, with
due consideration given to clarifying the basis of measuring the financial
capabflitiau  of r t a f f  members in providing retain  and continuing support to
deperrdan  t s ” . In ite detailed reeponae  contained in paragraph 161 of the Board’s
report, the United Nations Administration, i&~.~tia, etatear

“Cl;h? present provilrions concerning definition of deprndanta, i.e. who,
and under what conditions, should be recognieed aa dependants for the purposes
o f  the  Sta f f  Regulationa  and Rulea, haa boon  the subject  of inter-agency
consultation rincr 1953 and review by the International Civil Service
Commission (ICSC). The present provisions reflect the agreement on the matter
reached by the organioations  participating in the United Nations common ryrtem
in the Coneultative  Committee on Administrative Queationr in July 1980 and
approved by ICSC, ”

1 9 , The Advieory Committee noterr that the ICSC continues to be reited with the
question of entitlement to dependency benefits. With regard to the broader aopect
of  overal l  administrat ion of  staff  entit lements, the Advisory Committee notes that
the f indinge  and problema reported by the Board on the subject indi>:ate that there
is need for the United Nations Administration to exercise more stringent control in
determining such entitlements and authorising  expenditure6 in this regard.

20, In paragraphs 169 and 170, the Board discloses instances of  the routine
charging of salaries of permanent staff members  discharging functions of a
continuing nature to the general temporary aoeistance allotments at ECA. The
Advisory Committee is  concerned by the apparent increase in such i n c i d e n t s  reported
by the Board find recommends that the United Nations A&rlinistratfon  take imrncdiate
measurea  to  discourage this  pract ice .

21. Procurement and contractual service6 are coneidered in paragraph6 181 to 215
of the Board’s report. The Advisory Committee notes that a number of weaknesses
are revealed in the Board’6  report  with regard to the negotiat ion,  bidding a n d
award of contracts in the Otganization, The Committee sought additional
information from the United Nations Admin.‘3tration  with regard to observations
raised in paragraphs 196 to 201 by the Board concerning building  laaintenance
problems at the Park Avenue building rented for use a6 archival storage space. The
Committee WAS informed that all t-ha building maintenance prnblems  identified in the
Board’s report had since been repaired, In view of the e?:?.;on,ic  advantages and
taking into account space constraints at Headquarters, the United Nations
A d m i n i s t r a t i o n  h a d  d e c i d e d  t o  c o n t i n u e  t h e  c o n t r a c t ,

22. The Board’s examination of revenue-producing activities (pares. 233-281),
which focused on the operational  and f inancial  act ivit ies  of  the United Nations
Post.al Administration (UNPA), ha6 disclosed a number of significant deficiencies.
‘I’he Advisory Committee takes note of the United Nations AdminiRtretion’s general
agreement with the Board’s findings and its stated intention to implement a
reorgani aation plan of UNPA, a6 described in paragraph 257 of the Board’s report.
In this connection, the Committee requests  that  the Adm!.nistration  reflect  the
results  of  such reorganfzation, as well  as  the status of  implementation of  the
Board’6 recommendations,  in the praposed programme budget for the biennium
1990 -1991.
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13. The Eoard’r  roviow df control and phyriarl invon;ory of rrpondablo and
non-•xpondablo proprty (paran, 313-320)  revoalod  a  rumbor  of oontrol  wraknorarr  in
the Unit8d lrtionr peaor-kooping  oporrtionr, The  Advirory Committea  ir conaarnad
at the inrtanaar aitrd by the Board, l rpaaially in view of davalogmontr  that are
l xpoat8d to incrraro 8ignifiaantly  the United Nation8 porao-keeping activitior,

24, In paragraph8 321  to  323,  the Board’fl  roportr  i t8  finding8 concerning the
provirion  of  aonfmrrnac rarviaor a t  t h r  United N a t i o n 8  3fficr a t  Qmneva.  W i t h
regard to diffiaultirr of rchoduling mertingr, the Advirory Committoo  obrervr8 t h a t
the problomr  aitad by thr Board aould br l aaod, wore logirlativo  bodirr t o  refrain
f rom aativr  i n v o l v r m o n t  i n  rchoduling rucrr mootingr,  How8ver, i n  practiar, brcauro
of polit ical  and other conridrrationr, legirlrtivo Lodior o c t i v r l y  pwrticipato i n
doairion-making an to the vonuo8 and timing of mrrtingr. With regard to rp8cific
co-ordination and related tlifficultirr in the eff ic ient  vchrduling of moating8  and
l fficiont UIO of oonforonce-rorvicing  roaourcoar  the Committee concurm in the
Board’s rocommondation  t h a t  rubrtantiva uror-unit8 and u8ar o r g a n i s a t i o n 8  murt
co-oporato  cloroly with  thr  Conforonco Srtvico8  Divirion  of the United Nat ion8
Office at  Qonova  in thio regard.

25, The Bosrd’8  audi t .  op in ion ,  M, statarr “Thr  f i n a n c i a l  rtatomontr  wofo
proparrd  in acaordamo with the rtatrd accounting principlor,  which wore applhd on
a  barir conrirtont srsith t h a t  o f  t h r  proaoding  finrncial pOriOd. The tranraationr

wore  in  accordanao  wi th  the F inanc ia l  Rogulationr and logi8lativr  author i ty ,  8XCept
for the drviat ionr montionerl in paragraphr  24 ,  26  and 28  of our report.” lb/ Th8
Board’8 qualified opinion ir attributable to i t8  identif icat ion and d: rcurrion  of
thrrr inrtancrr of doparturor  by ITC from (Ionorally accoptod accounting principle8
and from the United Nation8 financial regulations, rules and directivrr,  i.e., to
certain  arpoctr of  i t8  policior  and practioor concorning al lotment prouedurr
(parar. 20.ZS), deferred incomr (para, 26) and oprrating reaerve  (parw. 28 and
29). Howover, in  paragraph 24 of  i t8  report ,  2/ tha Board stat88 that  i t8  mention
of ruch drparturer in  i t8  aud i t  op in ion “rhould not be taken a8 an indication of
mi8man8goment, or  oven  a l&ck o f  prudence  on  the  part  o f  th e  Abmini8tratiOn”~  In
thir connection, the Advisory Com;nittao  note8 from paragraph8 25, 16 and 26 of the
Board’8 report that the ITC Adminirtration ha8 agreed to review, in COn8UltatiOn
with  the Uni ted  Nat ions ,  i t s  po l i c i e s  and  prac t i ces  in  the  three  areatar with  a  view
to addrerring the Board’s  concern8,

26. The subject of rrtaff refund by ITC to th8 United Nations Office at Geneva for
rorvicor randrred  ir conridered in paragraph 37 of the Board’s  rapott. The
Committoe  note8 that in re8ponm to the Board’8 observationr,  the ITC
Adminirtretion intendo,  togothor with the Administration of the United Nation8
Office a t  Ooneva, t o  roviow s u c h  rrrvicer a n d  the modalitier  o f  t h e i r  compenration,

/ . I l
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27, Budgetary control in con8id8red in paragraph8 72 to 75 of the Board’8
rOpOrt-  31 The Board l rprerro8 it8 opinion that authority granted to the Rector by
the Univerrity Council to allocate Bnd utilira any additional fund8 that may be
received by the Univrrrity during the bi8nniWfI  1986-1987 for programme  activitier
and to tranrfor  fund8 from one item to another without exceeding the 9rar.d total of
the approved  budget “contravrnor  the wry in tent  of  proqramno budget ing”  (para.  7 3 )
and recommend8 that “thin grant of authority bo roconaid8red”  (para’ 75). I n  thir
ConnOCtiOnr  t h e  Advisory Committoo  n o t e 8  t h e  Univorrity Admini8tratiOn’B ro8ponar~
contained in paragraph8 76 and 77 of  the Board’c  report, that “the authority of the
Rector in not an indefinite authority and that the reprerentativea  of the United
NatiOnB  and of the United Nation8 Educational, Gcientific  and Cultural Org8nisation
were prorent  and were involved in the deci8ionr  of the Cou~il [and that]  the
Advirory Committee on Adminirtrative and Budgetary (&AeBtiOn8  war fully aware of
th in  author i ty”  (para. 76). Morcovrr, “the rdjurtmentr/allocation  of addit ional
fund8 war0 mad8 only for progr8mmo  activitirr and not for por8onnel”  (para. 77).
The Advirory Committee intends to monitor th8 situation with a view to rneuring
that  ttre RaCtOf'B  exerci88  of  Ouch  author i ty  granted  in not  indircriminate  and doe8
not prOjudiC0 tlrf 1 ~~ecirion-making  perogativor  of the Governing Council of the
Univerri ty,

28. The AdViBOry  Committee notor that the audit opinion rubmitted  by the Board of
Auditor8 r8garding  it8 report on UNDP 41 in qualified by a number of obrervations’
At the requrrt of the Advirory Committee, members of the Audit Operation8 Committee
confirmed that of the ObBerVatiOn8  in quortion, the main on8 related to the Board’8
view that it could not comment  on UNDP programme expenditurrs executed and reported
by United Nation8 rxecuting agrncier  (paran. 61-63)  and on expenrdituroe  pertaining
t o  govrrnmont-executed  projoctr (para, 661,  p e n d i n g  furthor ch8nQOB i n
c e r t i f i c a t i o n  procedurea. Thin ha8 been the Board’8 position  since the 1966
audit , The other ObBerV8tiOn8  relate to the BOard’8  viawe concerning the del ivery
concept for equipment and unliquidated obligat.ions  against budgetary appropriation8
(psrar, 52 ,  71  and  931, thr  Bo&rd’8  comment8  concern ing  docut,,entation  in  oupport  of
cash-counterpart snpenditur:rs  (para. 70), the Board’s  view th&t the LNDP
Adminietrotion  should ful ly reflect  government contributions to local  off ice  coets
i n  rtatemrnt  I  (para. 731, the Board'8 recommendation8 that UNDP accounting
procedures in respect of treatment of interest income and amortisation of
construction projacts expenditure should be modified (paras, 76 and 60,
respectively), and the Board's findings on overruns on allotments {paras. 103-105).

29. With regard to the certification of programme expenditures executed and
reported by United Nation8  executing agetncie8, the Advisory Committee notes from
paragraphs 51 and 60 to 65 of the Board’8 report that diGCUB8iOnS  with a view to
resolving the matter are in. progrsrs betwrrn thr variour partiec concerned. The
Committee trust8 that there diBCU88iOnB  wil l  lead to an acceptable eolution to the
problem for UNDP a8 well a8 for UNFPA (see pars, 39 below).
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30, The Advirory  Committao  notor thr  obrrrvationr  o f  thr  B o a r d  aoncoming thr
troatmrnt and audit of govornmrnt-•xocutod projoctr and thr rrlatod rorponro of the
UNDO Administration (parar. 57 and 56,  and 59 and 66, rorpootivoly).  The Com!nittao
al80 not.8 from parrqraph  70 that i n  rorponro to the Board’8  commontr concorning
doaumontation  in xupport of aarh-countorgart l xpondituro8, the UNDP Adminirtration
hax undartakxn  to l ddrrrr the irrur,

31. I n  pxrxqraph8  52, 53, 71 and 93 of it8 rrport, the board di8CU8808 the
delivery ooncopt for l quipmnt and unliquidated Obligation8 l gainrt budqotary
appropriationr. The rrrponr@r o f  the WHOP  Admini8tration are oontainod i n
paragraph8 54 and 72 of the Board’8 report. The rrlatmd  vimwr  of the Advirory
Committoo oonaorning thir matter are coatainod in paragraph8 9 and 10 above.

3 2 . The UNDP Adminirtration’r rorponro to the board’8 rocommondation concorning
t h r  troatmont  i n  rtatomont I  o f  govornmont coutributionr  t o  l o c a l  offioe cortr ir
contained in paragraph 74 of the board’8 toport, Thr Advirory Committee trurtc
that furthrr aonrultrtionr  will b8 carrird  out by the Board and the UNDP
Admini8tratiOn  with a view to  rorolving  their diffor8nc8  of  opinion on thix matter ,

33, The Committo  not.8 from paragraph 76 of the Board’8 report ‘bet in rorponae
to the Board’8 rocommondation concoming UNDP accounting procodureo  in rorpoct  of
troatmrnt of intotort incomo, thr ‘NDP Abnini8trakiOn  ha8 agrood  to examino  itr
currant praetico i n  thir regard. With r8gard to the Board’8 rocommondation
concerning  UNDO account ing  procoduror  in  rorpoct o f  amortixation  of  conrtruction
projoctr  l rpondituro, the Advirory Zommittor not.8 the UNDO Adminirtration’r
rorponrr contalnod in paragraph 81 of the Board’8 toport,

34. In it8 rorponro to the Board’8 findingr on overrun8 on allotmrntx,  the UNDP
Adminirtretion da8Cribe8  the l ffortr it ha8 undrrtakrn and thr additional control
moaruror It ha8 introduced,  which it oxprctr will l n8uro rtrictrr budqotary
dilciplino and thrroby koop the ovorrun8 to a minimum (para.  106).

3 5 , I n  i t 8  conrid8ration  o f  t h e  quortion o f  rodrploymont  o f  rmourco8  f r o m  t h e
firld t o  hradquartorr  (patar, 107 and 106),  the Board conunontr  again “on the nearly
to ta l  flrAibility granted to  the AdJninirtration  in  the  management  o f  the  budget”
(para. 107) rim0 the UNDP budget ir appropriated under a ringlo appropriation
linm, In thir COnnOCtiOn,  thr Advirory Committoo  reitorater  it8 viowr contained in
paragraph 12 Of i t8  rOpOrt  t0 the OOnxral  A88ombly at  i t8  forty-rocond 8OS8iOn
( A / 4 2 / 5 7 9 ) ,  that “On the barri of the information given to the Advirory Committee
roqarding thx p a t t r r n  o f  rxprnditure, a compelling case ha8 not yet been made to
change the appropr ia t ion  rorolution  a t  th i s  t ime , The Advirory Committee requests
the Board to kaop thir matter under rovirw  and to report back to the Advirory
Committoo  a n d  the Oovorning C o u n c i l  i f  the cituation 80 warrantx,”

36, Tha Board oxaminor the liquidity porition of UNDP in paragraph8 115 and 116 of
i t 8  report. Taking into account rtatirtical data comparing ChanqO8  in the
liquidity porition  botworn 31 Docombor  1966 and 31 Docomber  1987, the Board rtates
in paragraph 115 that Vho gap botwoon inflow8 of contribution8 and outflow8 of
l xpondituro8 ir thur widening,  thoroby incroarinq the l xce88 of incomo over
l xpondituro8 and l vontually thr balance  of gonrral re8ource8  a8 well a8 the
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l i q u i d i t y  po8ition.’ In it8 report on UNFPA, M/ the Board al80 rubmitr  a factual
etrrtsment  about  a  rimilar increa8e in  the l iqu id i ty  porition of  tha t  organiration
(800 para. 40 below). The  Board'8 rovirwr of the liquidity poritionr of UNDP and
UNFPA have been carrird  out purruant t o  t h e  requrrt o f  t h e  Qoneral A88Ombly  i n  it8
relrolutron 401236, paragraph 5, of 18 December  1985,

37. In thir connect ion,  the Advirory Committoe recal l8  that  in paragraph 11 o f  it8
ear l i e r  report (A /42 /579 ) ,  thr  Committoo rtated that  i t  *‘belioveI that  the quartion
of the proper low1 of the UNDP financial romrvo ir complex,  a8 it involvo both
genrral ro8ourco8 and other fund8 rocoived by UNDP for rprcific  purpo808 Tkr
Advirory Committoo  ir of the virw  that the matter rhould bo addrrrrrd  by the
Qoverning Council, which could provide 8pecif;c  guidance on point8 of eubrtanca’  ?,8
we l l  a8  prrrentation,” The  Committoo also not.8  that moaauror rocrntly  adopted by
the UNDP Governing Council as ~011 a8 currency dovelopmentr  in 1986 will affect th0
liquidity porition  of UFDP in the future,

30. In i t8  audit  opinion, the Board, ati, rtater “The financial 8tatOmOnt8
were prepared in accordance with the 8tated accounting policirr, which wore  applied
on a baeir conrirtont  with that of the preceding f inancial  period. Alro, in  our
opinion, a8 explained in paragraph8 38 and 62 of our report, thr relevant rtatrd
uccountinq policy rhould be brought in line with generally accepted accounting
principler’ Tranractionl wore in accordance with the Financial Rogulationr and
logiulative author i ty”’  M/

39. The Board’8 qualified opinion i8 based on two groundr. Firrtly,  for roa8on8
explained in paragraph 38 of it8 report, lQ/ the Board could not comment on UNFPA
programme expenditure8 executed and reported by United Nation8  executing agencior’
Secondly, a8 explained in paragraph 62, the present practice of UNFPA with rrgard
to cut-off rule8 for charging expenditure to the proper financial period war not
based on a c?noiet.snt application of the delivery principle for good8 and 8ervice8,
including acqcigitionr  of l quipmont, in l ine with Unitrd Nations f inancial
regulat ion 4.3 . The Advirory Committee note8 that the Board’8 obeervations  on
expenditure by executing agencies are being addressed (see para. 29 above). A8
regards the Bo,crrd’ri  second obrervation  concerning application of the delivery
pr incipl’>, the Committee take8 note of the Board’8 finding that UNFPA ruler appear
to be more lax than those of the United Nationa. The Committee’e view8 regerding
the delivery principle are contained in paragraphs 9 p. *: 10 above.

40. In paragraph 64 of i t8  report ,  the Board states that “the l iquidity poeition
of UNFPA increased by 35 per cent in 1967 and stood at 46 per cent of total 1987
exyendi turee as at year-end”. The relatad observations of the Advisory Committee
concerning a similar increaer in the liquidity pneition  of UNDP are contained in
paragraph 37 above.

41, The financial accounting procedure8 and relatiOn8hip8 of UNFPA with UNDP are
considered in paragraph8 57 to 59 of the Board’s report. Following a di8CU88iOn Of
weaknesses detected in the prerent ~L.$MLLQ arrangements,  the Board recommend8 in
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prragraph  59, that ttpr0aoduro8  ourrontly porformod  by MPPA and UNDP on a ‘verbal
uadorrtandiag  b48i8’ rhould bo formalirod  in a writt8n rgr8omont a8 prrrvidrd for by
ruler 103.1  (b), 116.1 and 116.2 of th8 UNFPA Financial ~ogulationr  and Rul08~@.
UNFPA and UMDP roachrd l qroomont in mid-June 1988 on on0 (rorvicor performed  by
UNDP on behalf of UNFPA and the barir upon which thorn 8orvico8  are to br chargod)
out of throw l roa8 rpraifically idontifiod  by the Board in paragraph 59 (a) to (c)
o f  i t 8  rrport. The Advirory Committao  roquortr that thr Board  of Auditor8 review
thia and Oth8r agreement8  (108 para, 42 b8low) nrqotiatod between UNFPA and UNDP
ooncorning  the modalitior  o f  their rolationrhip,  w i t h  a  view t o  vorifyinq  whrther
ruch rgrorm8ntr  have l ddra888d the WOaknO88.8  idrntifiad by thr Board.

42, Carh manaqomont  l rranyrm8ntr in UNFPA are r8Vi8W.d  in paragraph8 66 and 67 of
the Boarbta report. The Advirory Committw  not.8 that thir l x8mination ha8 lad the
Board to  Ob88rVO that  the  dolinoation  of rs8pOn8ibilitiO8  wi th  rorpoct  to  C48h a n d
invortmontr  botwoon U N F P A ,  the Unitrd NItiOn TrO48Ury and the UNDP Trearury  “18
not l atiroly char to 411 parti concornodtt (para,  66) and t0 8UggO8t, tih~-tiiZI,
thrt ?mw and more 8traightforward l rrang8mant8 oould bo dovirad within tho general
agrormrnt  Currently bring n8qotiat.d  bOtWO8n  UNFPA and UNDP with rorpoct to their
WCOuntinq and  f inanc ia l  rrlation8hip8” (para. 67)  (800 prra, 4 1  a b o v e ) .

43, Porronnol  mattorr are addro88.d  i n  paraqraphr 7 3  *J 7 6  o f  the Board’8 report.
In paragraph 74, th8 Board 8tat.88 0tSub8tantial  changor  i n  the approved  rtaffing
tab108  wore introduced during thr latter part o f  1987 a8 a rorult of the
roorqrnioation ?f the fJrganirationn1  unit8 of UNFPA at hordquartrrr,  which b8came
l ffoctivo on 1 Sr~tra~or  1987, Wo noted that ruch Chanq.8 wore  undrrtakon  without
the p r i o r  approve’ - the [UNDP] Qovorning Council or ACABQ,  which [UNFPA]
f inanc ia l  roqula t ion  11 .5  would  hsvr  called f o r .  Howovor,  we noted  that  8uch
approval wa8 lought a8 part of the authorioationr  roquortod  from the Qovorning
C o u n c i l  i n  the revised budgot rrtimator f o r  the biennium 1988-1959  rubmitted  t o  it
at i t 8  JUnO 1988  8088iOn.” Thr Advirory Committee dealt with thi8 matter in
paragraph8 3 to 9 of it8 rrport (DP/1984/44)  to the thirty-fifth (1968) session of
thr aovornina Council on the Bawcutivr Dir8CtOr’r  rrportr on the UNFPA revired
budgot l rtimater for the 1988-1989 biennium and on the roviow of overall staffing
rrquiremrntr  in the field and at headquart8rr. I n  i t 8  report (md., para. 51, t h e
Committoo  OxQrO8Wd rimilar concorn a8 thorr l XQrO88Od by the Board and quoted
abova I At the ram0  timo,  while not intorpo8inq any objection to UNFPA'r
reorganisation  a t  headquarterr, t h r  Committoe rocommendod  (u’, para. 9) t h a t
“tho Govoraing  Council may wirh to rmk furthor roa88uranco from the UNFPA
Adminirtration  t h a t  t h e  revi8.d funci;ianal a l l o c a t i o n 8  w i l l ,  -=&l&n,  a c h i e v e
the objoctivesr  of maximiain~  efficdency a n d  el iminating duplication of  work,  and
that the fragmentation of c ,,;aniaational  unit8 will not load to future grade creep
and 8Ub8t8nti41  now rrqurrt8 ior port rrcla88ification8~‘.

44, The ~80 and management  of conrultancy rorvice8 by UNFPA i8 con8idered  iii
p8ragraph8  77  to  81  of  t h e  Board’8 roport, I n  thir COnnOCtiOn,  i n  relrponre t o
obrorvationr raired by the Board, the UNFPA AbniniltratiOn rtatar  it8 opinion that
“the evaluation  of conrultantr had no boaring on the contractual  obl igat ion to pay
for 88rvicor  rendorod, a8 long a8 the unit rO8pOn8iblO  for the l ngagemont of the
COn8Ultant  i88u.d the ‘ C e r t i f i c a t i o n  for P4ymOnt t0 cOn8UltWAt’  form"  (parae 80)
and that "thorn ir contractual obligation to pay con8ultantr in, won though
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the 'finished product' may turn out to be poor" (para.  81). The Advisory Committee
disagrees with that opinion and fully supports the Board's recommendation in
paragraph 80 that "as provided in article 3 of the special service agreement,
consultants performing very poorly should not receive the full compensation agreed
uponW.

4 5 . The Board discusses programme and administrative expenditure in UNFPA in
paragraphs 84 to 88 of its report. In paragraph 87, the Board states that "clear
and precis@ guidelines to determine which costs pertain to programmes and which to
administrative and support services are required and must be consistently applied
from one year to the next to ensure a fair representation of the operations of
UNFPA in the financial statements". The Advisory Committee shares the views
expressed by the Board above and intends to continue to monitor this question in
the context of its examination of future administrative and programme support
budgets of UNFPA.

.Aons Children's Fund

4 6 . The Advisory Committee has no comments regarding the Board's report on the
accounts of UNICEF for the year ended 31 December 1987. 51

4 7 . The Committee also considered the Board's report on its expanded audit of the
financial report and accounts of the United Nations Children's Fund for the year
ended 31 December 1986, JJ/ which has been submitted pursuant to the provisions of
paragraph 2 of General Assembly resolution 42/206. In addition, pursuant to the
request contained in paragraph 37 of its report (A/42/579) to the General Assembly
at its forty-second session, the Advisory Committee received a report from the
Executive Director of UNICEF on the status of implementation by UNICEF of the
recommendations contained in the Board of Auditors' report that were not subject to
the expanded audit (E1ICEF119891AB1L.3).

4 8 . As a result of the expanded audit, the Board has now rendered a clean opinion
on the UNICEF accounts for 1986. The UNICEF Administration has accepted most of
the recommendations contained in this report <>f the Board. However, as can be seen
from paragraphs 71 to 81 of the Board's report, there remains a difference of
opinion between UNICEF and the Board concerning the latter's observations and
recommendations on the question of temporary allocations by UNICEF from general
resources to supplementary-funded projects. In this connection, the Advisory
Committee recommends that the UNICEF Administration should clarify the matter and
seek the guidance of its Executive Board at its 1989 session in the context of the
Executive Director's forthcoming report on full evaluation of supplementary funds
policies and procedures as they relate to programme implementation (see
E/ICEF/1989/AB/L.3,  annex, part B, item 1).

4 9 . Paragraphs 64 to 68 of the Board's report on its expanded audit of the UNICEF
accounts for 1986 deal with the fortieth anniversary celebration of UNICEF. In
order to facilitate the work of the spring 1988 session of the UNICEF Executive
Board, which included an agenda item on this matter, the Advisory Committee

/ . . .
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toviawed,  on the barir of l rdvanao  t.oxt,  thr abovo-mrntioaod  Qar8prrQhr of eho
Doard’a rrport, rnd aubmitted itr rolrtod  aommontr  by l lrttor dated 20 April 1908
to the Exoautivo Diroator  of UNICEF, The80  aonunontx xro roproduard  bolowl

“Tho Advirory Committoo not.8 from paragraph 60 of the l xpxndod 8udit
[A/42/b/Add.2,  v o l .  I I ]  t h a t  ‘8 t o t a l  o f  $2,bOl,400.82  of 1 9 6 6  xxpenditurer
wore  ah8rgad  ag8inat  the 1985  budgot,, contrwy to  the provirionr of  f inanc ia l
regulation  4.2’. In rddition to tha amount8 proviourly  idrntifiad  by the
board rdditionrl  1988 l XpenditUre8 of $243,409,32 wor8 8180 identified a8
hrving b8rn chrrgrd  rgrinlt the 1985  budget. In thir aonnration the Advirory
Committoo  r8crllr the rtrtomrnt  in Qar8graQh  22  of it8 rOQOrt  in document
E/ICEF/lQ86/AB/L,l2  th8t i t  ir improper t o  Ch8rgO  f u n d 8  t o  ona b i e n n i u m  f o r
commitmontr  l riring in the Following bionniufn,

“Th8 Advirory Committo  not.8 from p8r8gr8ph 68 of thr l xp8nd.d sudit
[A/42/5/Add.?, vol. I I ]  th8t, w i t h  rogrrd t o  t h a  R8VOlVinQ  F u n d ,  the Board
raaommondcrd  thrt ‘the l xpxnditurer th8t had been chargod to ‘.he Revolving Fund
rhould ba ohrrgad in8tO8d rgrinrt the 1986 rdminirtrrtivo  budgrt of UNICEF,
w i t h  EXOCUtiVO  borrd 8pQrOV81’. In  thir connection thr  Committoo reca l l8  that
i n  i t 8  report A/42/5/Add,Z, Qrra. 69, the Borrd of Auditor8 hrd rocomm8ndod
t h a t  ‘A8 roquirad b y  finrrcial  roqulationr 6.6 8nd 6 . 7 ,  the Adminirtration
rhould report to th8 ACABQ the l rtrbllrhmrnt of th8 rwolving fund with a
char 8QW!ifia8tion  of the fund’8 QurpfvA  snd limitr, I

“In prrrgr8ph  24 of it8 r8port E/ICEF/1968/AB/L,12,  the Ad-irory
Committoo oonCur8  with the obr8rvrtionr  of the Bo8rd of Auditorti  rnd in
p a r a g r a p h  26 of  th8  ram8 roport the Advi8Ory C o m m i t t a o  rtatrr thrt i t  ha8
rovirwrd tha l 8t8bli8hmont of the rpocial  account (revolving  fund) and ix not
o f  the viw thrt i t  lhould br 8pprovod.

“Th : Advirory Committoo  not.8 that in Qaragrrph  64 of it8 report on the
rxpandod  audit  [A/Ql/b/Add.l, vol .  II] ,  the Board of Auditor8 ‘verif ied the
amount8 of obligation8 rrirrd and the expenditure8 incurred in 1985,  1906 and
1987 for the crlrbration of the fortiath annivrrrrry  of the l 8t8bli8hmOnt of
UNICEF, including the Fir8t Earth Run and the lport Aid campaign’. According
to paragraph 65 of the l XQ8nd.d audit, grorr exponditurrr totalled
$7,673,124,45  while $4,721,748.72  wa8  racovorod  from commercial  income
rorulting in not l xpendituro8 of $2,951,375,73, The Advirory Committee
rocallr th8t during the original audit of thr 1986 UNICEF account8 the Board
of Auditor8 draw rttantion  f.0 the rhortfall which hrd occurred in anticipated
incomr from comfnorcial  8Ourco8  which had rcrultod in an 0~~088  of expenditure8
rnd recommrndad, u, that ‘the AbninirtratiOn rhould rubmit to the
EXOCUtiVO  Borrd 8 rOqUX8t  for 8QQtOVa1,  on 8 pPrt w b88i8, of the total
amount of financial ro⌧ourcaa l xpondod for the commemoration’ (A142151Add.2,
Q8r8, 65). In Qrr8grrph lr5 of the l xp8nd.d 8udit [A/42/5/Add.2,  vol. II] the
Board roconunrndr  that ‘the grorr amount of l xpondituro8 8nd the not kUnOUnk
chrrgod  t o  the adminirtrativ8  b u d g r t  r h o u l d  bo roportrd  t o  the EXOCutiVe
Bo8rd’. In thr 8~110 QIragrrph thr Board of Auditor8 indiCatO8 that i t  wall
informed  by the UNICEF Adminirtration  that 8 dotailrd report  on the Fortieth
Annivorrary COi8br8tiOn  would bo prorrntod  to the 1988 Exocutivo  Board for
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spproval, The Advirory  Committoo  undarrtrndr that this report wan not
crvailablr to the Board of Auditora for it8 rrvirw, The Committoo  rrgrota
thir, l specially in view of the Committee'r  obrorvationr  on that report (aa
contnincrd  in paral. 20-27 o f  C/ICEF/1988/Ab/L,12),  whiah the Conmitt..
reiturnter  at thi8 tJmd,

“Al though tha alaar, ununbiguou8 information refrrrad to in paragraph 78
of the Committoo’  report (E/ICEF/1988/Ab/L,ll)  ha8 not boon rwsived, in  v iaw
of the racommondation of thr Board of Auditor8 in prrrgrrph 68 of the rxpandad
audit [Al42/5/Add.2,  vol. II], the Advisory Committee will not intOrpO88 any
objrction  t o  the racommondationr  mado b y  t h e  Exoautiva Dlractor in
paragraph 21 of E/ICEF/lObO/AE/L,O  with thr undarrtanding  that the
expenditure8 to ba l pptovod by the Exacutivo Board on a m-0 barir are
there verified by the B o a r d  o f  Auditor8 which appear in paragraph 65 Of tha
expanded audit [A/42/b/Add,Z,  vol. II ] .‘*

50, In its audit opinion, tha Board, m, rtatrrt  “Thr f i n a n c i a l
atntemsntr  were propared in accordanc8  with the rtatrd accounting principlor.
Subrtantial  chanpra in  the  r ta t rd  account ing  policior  wore introduced in  1987 a 8
mentioned in  our  rrport, Th8 tranractiona wore in  aocordanco  wi th  the F inanc ia l
Regulation8 and leqirlativo  authority, l xcopt for the l ffoctr of tha obaorvationa
m*nt:ioned  in paragraph 21 of our report.” JJ/ The Advisory Committee note8 from
parogrnphs 20  and 21 o f  the Board’8 report  a/ that at  the time of clorinp it8 1987
sccounts, and without dircu88ion with the external auditor8 prior to
implementation, the UWRWA Adminirtratfon  rerpondsd to a 1966  recommendation  of thr
Eleard  by introducing a now accounting policy with roapoct to contribution8 that
providas for the recording both of contribution8 i n  kind and o f  contribution8 in
cash on the carh ba8io  of accounting. However, the rrrponra of UNRWA apparently
exceed8 the intended acopo  of the Board’r 1966 rrcommondation, rincr the Board
~~vcalls  that. it8 recommendation “rolatsd only to contribution8 in kind”
(pr1rs.  21) I The Board also l ⌧prrrrer ftr opinion8 that “8uch a harty rortatemrnt
of  the lYR7 accountr  was not  jurtifird” and that “it would have boon more
approyriato  t.o modify the financial regulations and ruler [of UNRWA] in compliance
with thu proper procrdurer  before introducing the new accounting policy rather than
t.he nther way around” (ihip.).

51, None the lrrr, the Board ha8 not interpored any rubrtantive objection to the
new accounting policy of UNRWA and has eubmittrd a numbor of technical
recommendation8 intended to l n8ure that the financial rtatomhOi8  propsrod  on the
basis of the new policy comply with the Board’8 recommendationr. I n  thir
connection, the Advirory  Committee note8 that the UNRWA Adminirtration har agraod
t.o implement the Board’8 technical rscommendationr.
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52. The Advirory Committoo bar no commonta  regarding  the Board’8 report on the
l caounta of UNITER.  Z/

s3. In paragraph 4 of the bOard~8 report,  d/ it ir rtatod that "tho
Adminiatrrtion~r  rffortr to improvo the operational  l d finaaaial managomrnt and
control l yatom of UNHCR, in partiaular, relating to the l ffootivon@88 and
l ffioioncy of the oporationr and l dminirtr~tion of the orgmiaation, hrvr begun  to
@how pO#itiVO l ffOOtl”, In rraponao  to inquirioa from the Advisory Convnittoo,
momborn  of the Audit Oporationa Conunittoo l tatod that thir dovolopmont,  togothor
with improved  bookkooping porformanao on the part rof UNHCR,  contributed to the
board~a rondoring  of a clean opinion on the UNHCR l acounta for thr year l ndod
31 Doaombor  1917, dorpito ita recording  of 8 numbor  of other rignificant managomont
lap8oa and WO&kiW88~8  on the part cf the UNHCR Administration,

54, Of thr inatraoor of 8ignificaat managomont lapaoa and waaknor8or  cited by thm
Board in it8 tOpOrt, the Advisory Committoo was p8rtiaularly  coaaornod  b y  thou0
rolatod to a project  to dolivor and diatributr f o o d  a n d  maiao in a hoot aountry
(par&r, 24-29), proauromrnt  of 1nappropriMo  X-ray l quipmont for 8 projrot  to
provibo rofugora in a hort country with l doquato and l ccerriblm provontivo and
curativr health  rorvicoa (paraa. 30.39),  l xcluaioa of UNHCR from proauromont
dOOiBiOn8 for a mUlti-888i8tBn~@  project in a hO8t aountry (pBrBBe  40-49)r and
improper contraat  l rrangomenta for tho aalo of food aid (p&ran.  M-68).

55. The AdviBOry  Connrittoo boliovra that the probloma idontifiod abovo point  not
only to a continuing noed for bettor  oo-ordination botwooa UNHCR hoadquartor8,
fiold at&if and their looal countorparta, but ala0 to laak of full l pproaiation and
Und#rot&ndinQ o f  the situation i n  the field. I n  thir connection,  the Advisory
Conmittoo drawn attention to the Board’8 obaorvatioa in paragraph 4 of it8 roport,
that ~~programna planning and implrmontationr  and the monitoring of projocta,  in
particular at the field offlao 1~01, #till rrquiro furthor  atrongthoninq t o  anauto
that programme dolivrrioa regarding  a88i8tanoo to rofugora y&&ti oontributiona
are furthor maximiaod~~~ Thr Committoo C,ruata  that with the UNHCR Adminiatration*a
aaknowlodgrmont  of the probloma idantifird and ita aprormont to implomont  the
Board’8 rocommondatioa8,  8imilBr management  l&poor wil l  not tocure

56, Outstanding  unliquidatad  obligation8 are conaidarmd  in paragraph 62 to 64 of
thr  Doard’a report, In rraponao to it8 inquirira, mombor8  of thr Audit Oporationa
Committoo explained that in the c&no of UNHCB, the Board did not maka rafmrence  to
it8 broad di8cu88ion l laowhoro of the criteria for raining and recording
ualiquidatrd Oblig&tiOn@ ti i vti the delivery prinCipl0 for goodr and 8orvico8,
including acquisition of r&ant , in line  w,tth thr gonorally  l ocoptod aaaounting
principlrr or with Unitrd Yationa financial regulation  4.3 (000 parear 8-10 above),
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bwaua* the Board’s obrorvrtionr and rrcommrndationr aonorrnlnq UNHCR dealt
Opacifically  with the nrrd for UNHCR to improve it8 parformanco in the liquidation
of project fund8 (by,
aqonc ie8) .

m, obta in ing  timely roportr  f rom its oxoouting

57, The  l ngaprment of conrultantr, exports and tomporrry l 88i8tanoo ir aonridorod
in pmragrapha 78 to 90 of tha Board’8 toport, Paragraph8 79 to 82 dorl, in
prrticul.ar, with the UNHCR Adminirtrrtion’r  non-oonformity to proaoduror for
calling for bid8 or propoarlr  in aontraating for aowultanoy  #orviQo~, In rorponre
to the Advirory Committoo'r  inquirior , momberr  of the Audit Oporrtionr  Committoo
rtatod that th8 Board18  obrorvationr and rraommondationr wore dirratrd,  in
particular, at thr ab8rncr of aomp8titiva bidding in tha award by UNHCR of a numbor
of lrrgr manrgomrnt  conrultanay  contrrotr to inrtitutionr, Thr Advi8ory  Committoo
fully concur8 in th8 Bo8rd’8 obrervationr and rraommrndat4~ono  o n  thir matter  and
not.8 the UNHCR Adminimtration~a a88uranco of Its intention to take corroctiva
action.

58, Purruant to the ropuarf  aontainod  in prrrgrrph 63 of it8 rrport (A/42/579) to
the  Gonoral  A888mbly  at its f or ty-rocond 8o88ion, the Advirory Committrr roaoivrd
end took noto of a report from thr High Commirrionor LB/ on the rtatur of
implomrntation  by UNHCR of thr rocommrndationr contained in the Board of Auditora’
rpecial programme audit of thr voluntary fund8 adminirtorocl by UNHCR, conduatod in
1987 (the full tort of roction I of thr Board’8 rpocial report was roproduord ia
document A/42/579,  annox  I),

59, The operation and UIO of the UNEP Revolving Fund (information) ir dircurrod in
psragraphr  45 to 48 of the Board’8 report. p/ In paragraph 50, in the light of it8
f indingr  , the Board concludrr that "it ir tharaforo clrar that tha prrformanc8 of
this undsrtaking aa a rrlf-rupporting one cannot bo fully arrorrod in the abronco
of proper matching of coot8 aqainrt rovanua” and rrcommondr that  “a rtudy bo madr
to auaeaa whethrr thr undertaking  ha8 l ttainrd relf-oufficiancy  by l nruring that
a l l  c o o t 8  a r e  properly matched  lrgainrt corrrrponding rovenuol”. The Advirory
Committee concur8 in the Board’s rtatod porition  and rocommondr  that the UNEP
Administration undrrtsko an urgent  roviow with a virw to dotormining  tha rtatur and
future of thiu Revolving Fund.

60, The case of a Oanrral  Servicr rtaff mrmbrr who rorigned and then wa8 rehired
at the Prof888ional 18~81,  only to bo rubrmqu8ntly  l ngagod a8 a conrultsnt, ir
aramined  in paragraph8 26 to 35 of tho Board’8 report.  U/ The Advirory Committoo
fully rupportr the Board’8 porition  and rharor the Board’8  diragreomrnt  with the
Admini8tration’e rrrponrr, The Committee baliover  that thr action8 of the
Aclminirtration  i n  thir ca88 aro roqrottablo, and caution8 thr Adminirtration
againrt any recurrrno of 8uch improper actionr.
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tie, m SC (A/43/5/Add.b).
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U&. , s (A/43/5/Add.6).
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&A/ u., m. 7 (A/42 /7) .
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U/ Lhiii., BN~.SQ (A/43/5/Add.7),  SOCt I I I .

U_/ U., m (A/43/5/Add.3),  Sect. I I I .

LB/ This rrport  of thr High Comtnierionrr  to the Advisory Committee ham also
boon SUbmittOd  to the thirty-ninth (1988) #o##ion of the Executive Committee of the
High Commi##ionor’#  Pr\;grenune,  am document A/AC.96/692/Add.l.
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