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UNIT]~ NATIONS DEVELOPMENT PRDGRAMME

Report of the External Auditor on the statement showing
as at 31 December 1981 the status of funds advanced to

the International Labour Or~anisation
by the United Nations Develo~nent Programme

General

i. The Statement and supporting Schedules relating to the participation of the
International Labour Organization in the United Nations Development Programme
are generally in the form prescribed by UNDP. My examination of themhas been
carried out in conjunction with my audit of the regular budget and subsidiary
funds of the Organization, which included a payroll audit. - I have also
examined the programme and relevant reports of Internal Audit.

Statement I

2. Statement I shows the resources made available to the ILO by UNDP, and the
expenditure incurred by the ILO during the 1980-1981 biennium. Schedules I and
2 show the expenditure for each year of the biennium, by source of funds and by
country and project component, distingiushing between disbursements and
unliquidated obligations. The total expenditure during the biennium was
$125,899,561 which is an increase of 28 per cent on the total for the preceding
two years.

ProjectEvaluation

3. In paragraphs 20 to 22 of my report on the accounts of the ILO, I describe
the new systematic project evaluation procedures being developed by the
International Labour Office. LUqDP projects, which account for some 50 per cent
of ILO expenditure on technical co-operation, are not covered by the Office’s
present evaluation procedures although it has informed me that the new system
may be expanded to include selected UNDP projects. I have recommended that it
should eventually be extended to cover all suitable ILOprojects.

.ooo
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Special Public Works Pro~rammes

4. In paragraphs 26 to 38 of my Report on the 1980-1981 Accounts of the ILO, I
refer to the arrangements whereby the ILO, acting as agent for several donor
countries, provides funds to countries in Africa and Asia for
Government-executed labour-intensive public works programmes. UNDP provides
funds for the technical assistance supporting such programmes. As the ILO has
limited executive and supervisory powers, the success of these programmes
depends to a large extent on the adequacy of the local Governments’ financial,
accounting and project monitoring procedures. The Govermnents of most
recipient countries have experienced difficulties in complying with the
financial administration requirements of the progranlnes. I am pleased to
report that measures are now in hand to improve the standard of financial
reporting in this respect. Nevertheless, I have suggested that, in programmes
of this kind, steps should be taken at an early stage to establish that
adequate financial accounting and control arrangements exist or will be
provided to ensure that the funds made available will be properly controlled.

Technical Co-operation

5. In paragraphs 39 to 48 of my Report on the Accounts of the ILO, I draw
attention to a UNDP/ILO funded project in Africa, for a network of
pre-vocational training centres. This was allowed to continue for several
years beyond its originally planned duration, despite recognition of
fundamental shortcomings in its administration and achievements and lack of
financial support by the national Govermnent. Remedial action has been taken
and the project is to continue until September 1982, when its future will be
reviewed. In my view, this case underlines the need for systematic monitoring
and evaluation procedures to bring to management’s early attention projects
which are going astray.

6. I wish to record my appreciation of the willing co-operation of the staff
of the International Labour Office during my audit.

29 April 1982

(Signed) GORDON
Comptroller and Auditor General, United Kingdom

External Auditor

eeee
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STATE)BNT 

UNITED NATIONS DEVELOPIelqT PROGRAMME

INTERNATIONAL LABOUR OBGANISATION

Status of Funds as at 31 December 1981
(Expressed in US dollars).

Operatln§ Fund

lhslance at 1 January 1980

Ad__~d" Cash dravlng fro-. UNriP
lOVe and other chaz3es (net)
Miscellaneous income and exchange

adjustments (net)
Miscellaneous items refunded to

UNUP (net)

Las.___sS; Expenditure for projects (Schedule 1)
For prograwme support costs (Schedule 1)

¯tlance as at 31 December 1981

Represented by:

Cash at banks, on hand and in transit

Accounts receivable

Lass in respect of other technical
co-operation activities incXuded
in the above

Las..~8: Accounts payable
1981Unliquidated oblisations

For projects
For staff costs

Lts8 in respect of other technical
co-operation activities

$ 720 998
429 600

97 656 551
33 961 389

(164 145)

88 301

110 477 252
15 422 309

62 366 712

2 944 057

65 310 769

30 669 683

38 120 511

6 150 598
271 109

30 669 683

$

(6 602 87.5)

131 562 096
126 939 221

~25 899 561

1 039 660

13 601 626
1 039 660

Certified Correct: Approved:
For the Director-General

International Labour Oq,nie,tion

(Signed)’J. iJunt (Sisnad) F. VonMutiu8
Chief Chief

Budget and Finance Branch Financial and Central
Administrative Services Department

AUDIT CERTIFICATE

I have ex--ined the above Statenent and related Schedules I and 2. I have obtained all
the information and explanations that I have required, and I certify, as a result of the
audit, that in n7 opinion, the above statenent, and related schedules are ©effect.

(Sisned) GORDON DO~Y
Couptroller and Auditor General, United Kingdon

External Auditor
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UNITED NATIONS DEVELO~ PROGRAMME

Report of the External Auditor on the statement
showin~ as at 31 December 1981 the status of funds advanced to

the Food and Agriculture Organization of the United Nations
by the United Nations Development Programme

General

i. The statement and supporting schedules 1 and 2 relating to the
participation of the Food and Agriculture Organization of the United Nations in
the United Nations Development Programme are in the revised form prescribed by
UNDP for 1981. My examination of them has been carried out in conjunction with
my audit of the regular budget and subsidiary funds of the Organization. I
have also examined the relevant reports of the Office of Internal Audit and
Inspection.

Statement I

2. Statement I shows the resources made available to F~D for t%DP in 1981, the
expenditure charged to projects during the year for goods and services,
programme support costs calculated at agreed rates, and the balance of funds
held by FAO at 31 December 1981. The division of expenditure between cash
disbursements and unliquidated obligations is shown for the first time.
Contractual commitments to be charged to projects in future years have been
reported separately to UNDP.

3. Statement I is supported by Schedules 1 and 2. Schedule 1 shows the total
expenditure charged to projects in 1981 by source of fund and the related
programme support costs. Expenditure financed by Goverrment Cash Counterpart
Contributions is shown only in total, instead of by country andregion as in
previous years, and for the first time includes unliquidated obligations.
Schedule 2 shows the UNDP expenditure charged to projects in each country and
region during 1981.

Administration of project funds in an Asian country

4. During a visit to a least developed Asian country in October 1981, my
staff noted the following matters relating to local administration of imprest
funds by three FAO/UNDP projects. These give rise to a variety of suggestions
for improving administrative control.

OOO
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(i) Cash advances

5. Cash advances were being issued to both FAO and non-FP~) staff against
vouchers stating that they were needed for local purchases. Most of the
advances to FAO staff, amounting to some $39,000 in the first half of 1981,
were not cleared by receipted bills for the purchases but were repaid in cash,
without explanation, occasionally after some delay. Although the project staff
stated that the advances had been passed to Government staff for project
purposes no documentary evidence of this was available. In the same period
additional sinus advanced, without the justification required by FAO rules, to
Govermnent staff employed by the project totalled $13,600. These were later
settled wholly or in part by the provision of goods or services for projects.

6. In reply to my enquiries, the Organization stated that various adverse
factors in the country, for example the need to pre-finance Government
expenditure, had necessitated a more flexible financial approach than usual;
and, on the information available, they were satisfied that none of the
advances had been used for personal purposes. Although I am satisfied that all
the advances were repaid, I was unable, through lack of documentary evidence,
to verify the justification for issuing them. I recommend that in future
advances should be issued only for specific purposes and durations. In view of
the risk of loss to the Organization I also recomnend that advances to non-FAO
staff should be confined to essential cases and be supported by written
acknowledgements of debt.

(ii) Expenditure on items outside the terms of project documents

7. Fifty payments totalling some $23,000 in a period of six months should
either have been met by the Govermuent or were outside the terms of the project
documents. They included payments under an incentive scheme, negotiated
locally with Government counterpart staff, which had begun in 1979 without the
knowledge of FA/) headquarters or t~DP. The Organization informed me that
Goverr~ent support for the projects had been low and that most of the payments
in question had been made from project funds because they were vital to the
progress of the projects. In most cases the project documents were
subsequently revised to cover later payments.

8. I reiterate the comments of my predecessor in his reports on the 1976 and
1978 FAO/UNDP Accounts on the importance of the Organization continuing to
ensure that project plans are based on realistic assessments of Government
contributions and of what is likely tO be possible in each country’s
circumstances. I also recommend that any changes in the financial terms of a
project should be approved by FAO and UNDP and promptly reflected in revisions
to the project document.

ooo
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(iii) Rental of project offices

9. Offices were rented for the cotton development project referred to in
paragraphs 17-26 below at a cost of some $2,800 annually. The Goverr~ent
offered rent free offices before the Chief Technical Adviser (CTA) signed the
lease on 8 August, having paid three months’ advance rent on 15 July 1980. The
CTA declined the Government offer, claiming that their offices were too small.
However, my staff noted that they would have been large enough to meet the
corresponding space entitlements for the Organization’s headquarters staff.
Even if the deposit had been lost, acceptance of the Government offer would
have saved some $1,800 in the first year and $2,800 a year thereafter.

I0. I recommend that the Organization should remind CTAs that they should
decline Government-provided accommodation only in exceptional circumstances and
should review periodically all cases where offices for projects are rented.

(iv) Purchase of office furniture

Ii. Instructions issued to field staff state that the Goverrment concerned
should provide furniture for project offices, but if this is not possible they
may spend up to $1,500 on essential items for FAO staff. My staff found tbmt
$12,478 had been spent on furniture by three projects, one of which had also
purchased furniture for Government staff. The Organization informed me that it
did not consider the expenditure on furniture excessive and that some had been
purchased for Government staff because they were fully integrated with the FAO
staff and worked together in the same premises. However, they would remind
field staff of the need to observe the $1,500 limit, which was currently under
review.

12. In view of the basic obligation of Governments to provide office furniture
and the normal practice of transferring all equipment to Goverrments upon the
termination of projects, I recommend that any furniture purchases should be
kept to the minimum needed for FAD project staff.

(v) Salary Supplements

13. The Organization’s rules allow CI~s, with certain restrictions, to
supplement the salaries of Government staff in recognition of work performed
for projects beyond their normal duties. Instructions issued by UNDP in
October 1981 require supplements to be used only to meet clearly defined
hardship conditions or to provide incentives for assuming substantial
additional responsibilities.

ooo



DP/1983/55/Add.I
English
Page 12

14. My staff noted that the Organization’s rules appeared to allow time worked
by Government staff in excess of their normal hours to be paid for from project
funds, although this seemed to conflict with UNDP intentions. On the three
projects examined, supplements amounting to $6,120 were being paid in 1981 to
57 Government staff, including drivers, guards, peons and cleaners. In reply
to my enquiries the Organizaion stated that its rules were being revised to
accord with UNDP’s instructions. It was unable to provide an estimate of the
value of supplements paid globally; but in view of the substantial amounts
which could be involved, I trust that the revisions to the rules will take
effect quickly. I recommend that, in future, salary supplements should be
accounted for separately to allow better control by FAOHeadquarters.

(vi) Vehicle insurance

15. Project vehicles are normally insured by host Governments. If not, it is
the Organization’s policy to allow CTAs to purchase third party insurance
locally from project funds. C~mprehensive cover is to be purchased only in
exceptional cases, but this is not made clear in the instructions to field
staff. All fourteen of the vehicles held by the three projects examined were
insured on a comprehensive basis from project funds, even though one of the
projects had been instructed by FAO Headquarters to purchase third party
insurance only. It appeared that third party insurance would have cost only
some 15 per cent of the cost of comprehensive cover. The Organizaion informed
me that comprehensive insurance had, exceptionally, been considered desirable
due to the country’s mountainous terrain and hazardous driving conditions. I
note, however, that this view conflicts with the FAO instruction to one of the
projects.

16. It seems to me desirable that the Organizaion’s policy should be reflected
in clear instructions to field staff, that where insurance is necessary because
the risk is not borne by the Government, they should normally purchase only
third party cover and seek Headquarters authority for proposed exceptions. The
Organization has informed me that it is considering revised guidelines for
field staff.

Project for the accelerated development of
cotton production in an Asian country

17. An FAO project for the development of cash crops which had started in
September 1972 concluded that cotton production was technically possible in
this country but did not determine cotton’s economic feasibility as a cash
crop, although the collection of economic data bad been one of its objectives.

oo. q
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In July 1977 a further project was started, with an FAO/UNDP budget of $1.5
million and a Goverrm~nt budget of $0.9 million, to assist the first stages of
developing cotton production by people to be resettled by the Government in a
remote area of virgin forest designated for clearance. Primarily, the
assistance was to be through the farming, under direct project management, of a
small pilot area. Data would be compiled from the pilot scheme to ascertain
the economic viability of cotton production and enable reconm~ndations to be
made on its con~rcial development, including the financial support needed for
this. The project was also to assist cotton growing by private farmers in the
surrounding area through extension work. To provide an outlet for their
produce the Government was to create a cotton trading authority, known as the
Cotton Development Board (CDB).

18. Although the project was due to end on 30 June 1981 it became apparent that
to achieve most of its original objectives a one year extension was needed
which, when approved, increased the FAO/UNDP budget to $2,364,702. This
revision of the plan identified nine objectives to be achieved, including the
bringing into operation of the CDB, which had been established in December 1980
but had not become operational.

19. A review mission in December 1981 found that of the nine objectives, only
that relating to the pilot area had been completed; and that, apart from a
successful cotton pest control programme, this had been the project’s only real
achievement. It had been achieved in spite of organizaional difficulties and
shortages of both national and international staff. Moreover, the Goverr~ent’s
failure to provide all the inputs specified in the project document had made it
necessary, until the project document was revised, to use UNDP funds to pay for
many items which were the Government’s responsibility. A total of 169 tons of
cotton, some 70 per cent of the target, were produced in the pilot area during
the period 1977 to 1981. The Government had laid down an annual production
target of 412 tons to be achieved by 1985 but the mission doubted whether half
of this target could be achieved. They considered that the optimum area of
cotton to be farmed under direct project management was limited and that the
ultimate means of development lay in farming by resettled people.

20. In addition to the activity in the project-managed area the Government
planned to resettle some 450 families to farm cotton on adjacent forest land
still to be cleared. Based on an earlier land survey by the Government and a
United Nations project, an FAD Consultant prepared a settlement plan which
allocated to each family a lowland area for food crops and an upland area for
growing cotton. The survey was found to be inaccurate, however, and the size
and location of lowlands and uplands prevented implementation of the plan.
This, together with some organizatonal difficulties within the Government, has
prevented any resettlement, and consequently any cotton production, in the area.

.o.
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21. One objective of the project’s extension work was to increase the 120
hectares of cotton being farmed privately in 1977 to 400 hectares by 1980. In
1980, however, only 61 hectares were farmed privately, producing 17 tons of
cotton, although the area had increased to 105 hectares by 1981. The
Government has set a target of 400 hectares to be farmed privately by the end
of 1982 and has planned for annual production by this means to reach 640 tons
by 1985. However, the review mission doubted whether half of these targets
could be achieved.

22. The collection of economic data was to have been conducted by an Associate
Expert but this post remained unfilled and the systematic collection of data
only began during the 1981/82 cotton season. The review mission considered
this to be a serious omission as the project was investment-oriented with the
intention of attracting internatonal finance for long-term cotton production.
The mission said that the project would need to be further extended if the
necessary datawere to be collected and analysed; but added that the failure so
far to meet eight of the nine specified objectives threw doubt on the
justification for such an extension. They prepared a draft revision, extending
the project to 1 March 1983 and increasing the FAO/UNDP budget to $2,894,520,
but warned that unless a comprehensive resettlement plan for the area were
agreed upon and a functional CDB brought into being there would be no purpose
in extending the project.

23. The Organization informed me that the project’s activities had been
adversely affected by the rudimentary infrastructure in the area and by staff
shortages caused by the difficult working conditions and lack of accon~,odation
at the project site. Also, the Govermnent had failed to meet all its
obligations in the project doc~ent, although FAO was satisfied that it was
taking all necessary steps to rectify this. The Organization considered that
the cotton production levels in that part of the area under direct project
management were commendable considering the many delays and difficulties
experienced. It thought that further expansion of the areas farmed privately
should be feasible if the Government acted on its advice.

24. I asked the Organization why there had been a delay since 1972 in assessing
the economic feasibility of commercial cotton production and whether it
considered such feasibility likely in view of the low rate of production by
private farmers, many of whom apparently preferred alternative crops. FAO told
me that the ealier cash crops development project was not intended to
investigate the economic feasibility of cotton production. The delay in
starting the collection of economic data by the cotton development project was
partly due to difficulties in attracting a candidate for the Associate Expert
post; in future it would not rely on Associate Experts for key project
activities. It considered that cotton was an economically attractive crop fOE
the country; and that low production levels by private farmers were due to the
importance of subsistence farming (the returns from cotton being insufficient
to outweigh the risks of diversification) and to the delay by the Government in
establishing the purchasing and other necessary arrangements.

ooo
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25. As it seemed to me that there were no clear prospects of international
financing becoming available for the expansion of cotton production, I enquired
whether FAO considered the proposed extension to the project at an additional
cost of $503,090 justified. The Organization told me that the Government and
others were trying to secure the necessary international finance. An FAO
economist and the review mission were of the opinion that cotton was an
economically attractive crop and would become more so provided that the prices
and purchase policies for cotton were reviewed, delivery of inputs was timely,
extension services were made available, and farmers were given sufficient land
to grow food as well as cash crops. The Organizaion considered that the
proposed extension would be justified but confirmed that its approval would be
conditional upon the CDB becoming operational with trading powers and upon
approval of a resettlement plan for the project area. But this plan would have
to await completion of a new land survey under an IBRD scheme.

26. It appears to me that there would have been little need for a further
extension to this project if, despite the factors referred to in paragraph 24,
the collection of economic data had begun at an earlier stage. I trust that
the proposed extension will be approved only if there is a good prospect of
international finance for the further development of cotton production in the
area and if the Organizaion is fully satisfied that its conditions have been
met. I recommend that in all investment-oriented projects the Organizaion
should attach greatest importance to the collection and analysis of economic
data fromthe earliest date possible in order to reduce the risk of funds being
spent in pr0moting non-viable activities.

L~DP-funded buildi~ works in an Asian country

27. One of the objectives of a project for watershed management was to provide
a headquarters building and three regional buildings for the Goverrm~nt
department concerned. Although the project document of November 1976 stated
that the headquarters building should be completed by October 1978 and the
regional buildings by June 1978 at costs of $200,000 and $60,000 respectively,
the project did not initiate action until February 1978.

28. Following an initial appraisal of 23 local architects, six were invited to
enter sketch designs for headquarters building and six for the regional
buildings. These were evaluated in May 1978 by a local architect who pointed
out that as the headquarters building was to be sited in a dangerous earthquake
zone its structure should be reinforced accordingly.

OOo
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29. As the estimated construction costs of all the buildings had by then risen
well above the amounts in the project document, one of the regional buildings
was postponed and the other two were reduced in size by a third. The
architect’s contract was signed on 12 April 1979 but problems over the terms of
the construction contract and over the lowest tender of $86,839 caused further
delays. By the time these were settled the lowest tender had expired and the
tenderer had increased his price by some 26 per cent. This was rejected and on
5 August 1980 a contract for the two buildings was placed with the next lowest
tenderer at a price of $91,503.

30. One of the buildings was largely finished by March 1981 but various matters
caused both cost increases and delays in final completion before it was
occupied by the Government in September 1981. Progress on the other building
was also delayed and the organization agreed to an extension of the contract
until mid-April 1982. The latest estimate for the total cost of the two
regional buildings is $110,394, compared with $40,000 in the project document.

The Headquarters bui~i~

31. The architecture contract was awarded in June 1978 and in September 1978 a
DI~DP civil engineer advised the project manager that the building might require
special foundations. The contract required the architect to observe generally
accepted professional standards, to reimburse the cost of alternative services
if he defaulted and to prepare the designs on the basis of a cost of $200,000.
Although there are no minimum legal building standards in the country the
architect was not required to design the building with suitable earthquake
protection, despite a warning by the local architect (paragraph 28), later
repeated by the UNDP engineer.

32. The construction and site development contract, signed on ii July 1980,
required completion by 1 May 1982 at a fixed price of $366,095. The Government
had undertaken to provide a clear building site, 87 tons of reinforcing rods
and $23,226 for Remote Sensing Wing. A further 62 tons of reinforcing rods
were required, however, at an estimated cost of $52,151, partly because the
rods provided by the Government were insufficient due to the architect’s
underestimation but also because they had deteriorated through poor storage.

33. The project maDmger became dissatisfied with the architect’s performance
and the UNDP Resident Representative asked a United Nations Technical Adviser
to report on the building. He reported in March 1981 that the architect’s site
overseer lacked sufficient experience, that some of the construction work
violated sound practice and did not fully accord with specifications and
drawings, and that there was inadequate site management. In a later report in
May 1981 he said that the site lacked competent engineers and that there had
been inconsistent and poor planning which was reflected in weaknesses in the
building’ s structural design.
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34. On 27 April 1981 the architect lodged a notice of premature termination of
his contract which was accepted by the FAJD Country Representative on 31 May,
although FAO headquarters pointed out later that the architect should be held
responsible for any extra costs due to his default. Meanwhile, on 30 April
1981 the builder was instructed to stop w~rk and another architect was
requested to review the design. This review indicated the need for substantial
structural changes entailing partial demolition of the building at a cost of
$3,064. The architect who made the review has now been engaged by FAO to
complete the architectural arrangements for the building for a fee of $17,074.
The Organization has also employed a clerk of works since July 1981 to ensure
adequatesite supervision. The Organization’s legal counsel has advised that a
claim for condensation from the architect for delays and default on his part
cannot easily be sustained.

35. In July 1981 the builder claimed compensation for extra costs caused by
delays and other matters beyond his control. The contract is being amended to
take account of this as well as the costs of demolition and other additional
work and inflation. The latest estimate for the total cost of the headquarters
building is $551,800, excluding the Government’s contribution of $23,226
compared with the provision of $200,000 in the project document. This estimate
is still under review.

36. In reply to my enquiries on the headquarters and regional buildings the
Organization informed me that the task of building work had been made difficult
by low levels of technology, a low level of Government financial support and an
underdeveloped infrastructure in the country. The delays had been caused by
factors mainly outside the Organization’s control, such as the Goverr~ent
meeting its commitments either late or not at all, the use of new procedures in
keeping with the policy of "New Dimensions" by making full use of local firms,
slow communication services with Rc~e and the delayed replacement of the first
project manager who had unexpectedlyresigned. These delays had led to cost
increases and had been exacerbated by the long and difficult journeys necessary
for some of the building materials. The Organization attributed the initial
delay partly to shortage and uncertainty of funds due to a UNDP financial
crisis at the time, although I note that the project’s budget would have
afforded sufficient funds to initiate action earlier than February 1978. The
Organization now considered that the original provision in the project document
of $240,000 for the headquarters building and the two regional buildings had
been inadequate; and since then there had been substantial increases in
construction costs.

o-.
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37. It appeared to me that the considerable delays and problems in the
construction of the buildings for this project could have been lessened bY more
efficient local management with adequate technical expertise. I therefore
sought the Organization’s assurance that such expertise would be made available
locally in future. The Organization told me that under the "New Dimensions"
there would be increasing use of national personnel but, where weaknesses were
identified, specialists would be provided, perhaps through consultancies. I
recommend that in all cases where the Organization engages in operations
largely outside its normal sphere of activity, they should either, as they
propose, ensure that they employ the necessary technical expertise at the scene
of operations; or subcontract the work to a more appropriate Executing Agency
or the Government concerned.

Use of airfrei~ht to transport equipment to field projects

38. As a test examination bY my staff of purchases of field equipment bY both
FAO headquarters and field staff indicated that equipment was being delivered
to projects bY air more frequently than bY surface transport, the Organization
analysed, at my request, the 576 headquarters purchase orders and 952 field
purchase orders paid during the first four months of 1981. The analysis showed
that airfreight had been used for 56 per cent of the headquarters purchase
orders and 72 per cent of the field purchase orders. In the case of the field
purchase orders, the transport charges equalled 35 per cent of the basic values
of the goods purchased where airfreight was used but only 16 per cent where
surface transport was used. The analysis of headquarters purchase orders
disclosed a similar, though less marked, pattern.

39. In view of the considerably higher cost of airfreight, I asked whether the
Organization would take steps to increase the use of surface freight. It
agreed that, although there were often acceptable reasons for the use of
airfreight, it may have been used excessively, at least in connexion with
orders placed bY field staff. It has since instructed the headquarters branch
responsible for purchases to authorize airfreight only when sound justification
is provided on requisitions, and it has requested field staff to limit its use
to urgent cases only.

40. I welcome these efforts to reduce the cost of transporting equipment to
field projects and reconmend that purchases are periodically reviewed to ensure
that the use of airfreight continues to be limited as far as possible.

Losses t etc.

41. I have examined the compensation payments, losses and write-offs listed in
annex I to the Director-General’s report. The large compensation payments and
losses of project equipment are mainly due to the continuing settlement of
outstanding claims and notification of losses which arose from the conditions
during 1979 in the three countries referred to in my predecessor’s report on
the 1979 FAO/IA~P Account.

oo.
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42. I have also examined the Organization’s claims against the shipping and
insurance companies referred to in paragraph ii of the Director-General’s
report. In addition to the sum of $717,861 mentioned by the Director-General,
costs in respect of legal fees and incidental expenses amounting to some
$28,500 will be charged to the project (UNDP/KAM/72/030). The incidence 
further costs will depend on the outcome of current legal proceedings.

Summary of findin~ and recommendations

43. My findings and recommendations may be summarized as follows-

i. Administration of project funds in an Asian Countr~

An examination of the general administration of funds held by three UNDP
projects visited by my staff in a least developed Asian country brought to
notice a number of weaknesss regarding advances of cash to project staff,
expenditure on items outside the terms of the project documents, the renting of
project offices, the purchase of office furniture, the payment of supplements
to the salaries of Government staff and the insurance of project vehicles. My
recommendations are:

(i)

(ii)

That cash advances should be issued only for specific purposes
and durations; also that advances to non-FAO staff should be
confined to essential cases and supported by written
acknowledgements of debt;
That any changes in the financial terms of a project should be
approved by FAO headquarters and DNDP and promptly reflected in
revisions to the project document;

(iii) That the Organization should remind field staff that they should
decline Government-provided accon~odation only in exceptional
circumstances and should review periodically all cases where
offices for projects are rented;

(iv) That any furniture purchases for projects should be kept to the
minimum needed for FAOproject staff;

(v) That impending revisions to the rules relating to the payment of
salary supplements to Government staff should take effect
quickly; and that in future salary supplements should be
accounted for separately to allow better control by FAO
headquarters;

(vi) That in view of the responsibilities of Governments to provide
insurance cover, clear instructions are issued to field staff to
insure project vehicles only where this is necessary; and if they
do so, normally topurchase only thirdpartycover.

.oo
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2. Project for the accelerated development of Cotton Production
in an Asian country

The project was to assist the first stage of the development of cotton
production by people who were to be resettled in a remote area, primarily
through the direct farming of a small pilot area as a basis for assessing
the investment potential of cotton production on a commercial scale. The
Organization has experienced many difficulties, some of which were outside
its control, and the economic feasibility of cotton production has yet to
be determined. In my opinion, this remains doubtful in the light of
failure to achieve production targets. Many of the project’s objectives
have not yetbeen achieved and a further extension of eight months has been
proposed at a cost of $503,090. I consider that the need for this could
have been avoided if economic data had been collected and assessed at an
early stage. I trust that the extension will be approved only if there is
a good prospect of international finance for further development and if
other prerequisites are met. I recommend that in all investment-oriented
projects the organization should attach the greatest importance to the
compilation of economic data from the earliest date possible, in order to
reduce the risk of funds being spent in promoting non-viable activities.

3. UNDP-Funded Buildin~ Works in an Asian Country

Two regional buildings and one headquarters building were to be provided
by June and October 1978, respectively, at a total cost of $240,000,
according to the project document. Only one of the regional buildings has
so far been completed and the total cost of the three buildings is now
estimated at $662,194. In the case of the headquarters building, the
architect proved unsatisfactory and resigned, the building had to be
partially demolished as its structure did not incorporate the necessary
earthquake protection, and the Organization is considering claiming
oompensation from the architect. The Organization considers that the
delays and cost increases were largely due to factors outside its control
and that the original cost estimates were inadequate. I recommend that
when FAO operates largely outside its normal sphere of activity, it should
either, as it proposes, ensure that it employs the necessary technical
expertise at the scene of operations; or subcontract the operations to a
more appropriate executing agency or the Government concerned.

4. Use of Airfrei~ht to transport Equipment to FAO/UNDP Field Projects

The conclusion from a test check by my staff that airfreight was used
more frequently than surface freight was confirmed in an analysis of
purchase orders by the Organization. It has taken steps to reduce as far
as possible the use of airfreight. I recommend that periodic reviews are
made to ensure that these measures are effective.

q
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44. I wish to record my appreciation of the willing co-operation of the
officers of the Organization throughout the year.

(signed) GORD~ DOW~
(Comptroller and Auditor General, United Kingdom)

External Auditor

14May 1982

ooo
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UNITED NATIONS DEVELOPMENT PRDGRAMME

Report of the External Auditor on the statement showing
as at 31 December 1981 the status of funds advanced to

the United Nations Educational~ Scientific and Cultural Or@anization
by the United Nations Developaent Programme

General

i. The Statement and supporting Schedule relating to the participation of the
United Nations Educational, Scientific and Cultural Organization in the United
Nations Development Programme are in the form prescribed by UNDP. My
examination of them has been carried out in conjunction with my audit of the
regular budget and subsidiary funds of the Organization. I have also examined
the relevant internal audit reports.

Statement I

2. Statement I shows the resources made available to UNESCO by UNDP in 1981,
charges to projects during the year for goods and services and for programme
support costs at agreed rates, and the balance of funds held by UNESCO at 31
December 1981. Statement I is supported by two Schedules: Schedule I showing
aggregate expenditure by source of funds and progra~ne support costs; and
Schedule 2 showing expenditure by country distinguishing between disbursements
and unliquidated obligations.

3. During 1981, my staff, continuing their programme of looking at D~ESO0’s
activities region by region, examined the approved project documents and
project reports for a number of field projects in Asia, and visited the region.

Recruitment of UNDP field experts

4. During their examination of the Asian region, my staff visited a
D~DP-financed project for strengthening educational radio for schools. The
project document provided for a Chief Technical Adviser (CTA) and three other
international experts to be employed in the field, but as a result of delays in
recruitment beyond the dates set in the relevant project documents, only 9 of
the 50 man-months input expected by the end of 1981 had been achieved. Further
examination disclosed that, in October 1981, only 11 of the 27 field posts
needing to be filled in the region during 1981 had been filled, although
candidates for a further 3 posts had been identified. At that time, the
average delay in filling the 27 posts was just over 12 months.

..O
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5. My staff then examined whether the Bureau of Personnel’s (PER) recruitment
procedures might have contributed to the recruitment delays. They noted two
possible causes of delay. First, the initial stage of recruitment requires the
project officer to prepare a job description; and in many cases, PER received
the job descriptions too late to permit the timely recruitment of the expert.
Second, candidates for field posts are generally chosen from recommendations by
Member States or from details of possible candidates maintained by the Roster
Section of PER. Candidates put forward by Roster are identified by computer
interrogation of information from the candidates’ personal files. The file for
each identified candidate is then withdrawn and evaluated, and a shortlist,
usually of 3 candidates, is submitted to the Government. Only when a decision
is reached are the files of shortlisted candidates returned to Roster.
Candidates’ files may therefore be unavailable for long periods, thus delaying
the selection procedures for any other posts for which the candidates have been
put forward.

6. Since effective recruitment is crucial to successful project
implementation, I asked the Organization whether, in view of the recruitment
delays my staff had noted, they were satisfied that the initial project
timetables were realistically drawn up; whether they would take steps to speed
up preparation of job descriptions; and whether they would make greater use of
the computer in various ways to streamline the administration of recruitment
processes.

7. The Organization informed me that many of the recruitment delays in the
Asian Region were attributable to the Governments themselves. In some cases,
they had rejected candidates; in some, they had requested suspension of
recruitment while the possibility of a consultancy was considered, and in
others they had been slow to notify their decisions. In addition, the
candidates themselves could not always take up duty immediately; delays for
this reason averaged some five months.

8. The Organization considered that its initial project phasing was as
realistic as possible in the face of unforeseeable delays by Governments. It
had recognized that its recruitment procedures could be improved, however, and
was in the process of engaging a consultant to advise it when my staff made
their visit to Asia. Most of the suggestions made by my staff and by the
consultant were being implemented. The preparation of job descriptions could
be accelerated by increasing co-operation between field project officers and
PER at an earlier stage. The roster was being reviewed systematically to
update the information stored on the computer and to ensure that the roster
contained candidates who met the appropriate needs, particularly in new
specialized fields. The Organization also confirmed that plans existed to
introduce a computerized recruitment procedure which would reduce the time
required to make an appointment and permit closer collaboration with project
officers.

9. I welcome the steps being taken by UNESO0 to make its recruitment
procedures more efficient and trust that this will lead to improvement in the
implementation and effectiveness of projects as well as reducing recruitment
costs.



DP/1983/55/Add. 1
English
Page 25

Non-Receipt of UNDP Project Progress Reports

i0. My staff also visited two UNDP-financed projects in the Asian region which,
although executed by UNESCO, did not have a resident L%~S(X) expert. The
day-to-day running of the projects rested with national project directors with
technical support from the Regional Office and international consultants. In
the absence of a resident UNESCO representative, the six-monthly progress
reports required to monitor project progress should normally be prepared by the
national project directors. My staff observed that the progress reports on
these two projects were overdue and further examination within UNESCO in
January 1982 showed that, of 31 similar projects in various regions, 12 had
progress reports overdue for more than six months, after allowing for the
administrative time required to produce the reports. Two reports have since
been received.

ii. As there appeared to be an increase in projects of this type, and as it is
essential that reports are submitted punctually if problems are to be
identified and remedial action taken promptly, I asked the Organization what
steps it was taking to help ensure punctual submission. The Organization
informed me that in such cases it usually asked UNDP Resident Representatives
to help obtain the progress reports and this had usually proved effective. The
Organization agreed that the six-monthly reports were particularly important
for projects with no resident UNESCO staff and said that it intended to
intensify its efforts to obtain these reports through U~DP Resident
Representatives, through Regional Offices or through programme staff at
Headquarters who were in close contact with national project directors. I
welcome the Organization’s determination to expedite these reports and trust
that any resulting improvement will be maintained.

12. I wish to record my appreciation of the willing co-operation of the
officers of the Organization during my audit.

28May 1982
(Signed) GORIXJN

Comptroller and Auditor General, United Kingdom
External Auditor

000
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STATEMENT I

United Nations Development Programme
(Participating and Executing£gency: UNESCO 

Status of Funds as at 31 December 1981
(Expressed in US Dollars)

OperatinK Fund
$

)alance at 1 January 1981 (11 492 121)

Add: Cash drawings from UNDP
lOVe and other charges (net)
Riscellaneous income and exchange
adjustments (net)

Miscellaneous itou refunded to UNDP (not)
(283 679)

19 218

Les..~8: Expenditure during 1981

For Projects
Disbursements (Schedule I)
Unliquidated Obligations (Schedule 1)

For Programs Support Costs (Schedule i)

~7.945 780
14 360 OO8

II

52 305 788
7 :’90 OlO

k8 203 191

59 595 798

Balance at 31 December 1981

Represented by:

(ll 392 607)

Cashat banks, on hand and in transit
AcCounts receivable

3 o91 512
3 5o6 491

Les....~s: Accounts payable
1981 Unliquidated obligations

6 598 oo3

17 990 610

(11 392 607)

Certified correct Approved

44-,’
Amadou-Mahtar Me Bow
Director-General

Ollles de Leir£s
Comptroller

AUDIT CERTIFICATE

I have examined the above Statement and related Schedules 1 and 2, I have
obtained all the information and explanations that I have required, and I

~ cert£fy, as a result of the audit, that in my opinion the above Statement
and related Schedules 1 and 2 are correct,

Gordon Downey

28 mAY 1982 (Comptroller and Auditor General,
United Kingdom)
External Auditor



OPZPAS~XNG t"UND
Balance at beginning of year
Add: Cash drawings from UNI~

UNITED I~TIONS DL’VELt)P/~HT PROGRA/1NE
IHTEI~ATTONAL CIVIL AVIATION ORG,~NIZATION

Status of Funds as at 31 December 1981

(in United 8tares Dollars)

I
UHDP inter-office vouchers and other charges (net)
Niscellaneous income and exchange adjustments (net)
Hiscellaneous items to be refunded to UNDP (net)

Deduct: Expenditures during the year (Schedules I~,F.G)
For projects

Disbursements
Unliquidated obligations

For programme support costs
Balance at end of year

1981

34 069 963
11 895 180

(145 625)
52 032

(9 723 340)

48 871 580
36 148 210

28 Ell 709
11 271 72B

S SGS 264 45 448 701
(9 300 491)

lqEPI~SENTED BY:

Cash in banks, on hand and in transit
Fixed term deposits and accrued interest
Due from other Funds:

N)SC Fund
Termination Payment Fund
Governments’ Trust Fund accounts
UH/UNDP Trust Fund - Lesotho
UN/UNDP Trust Fund - Botswana
UN/UNDP Trust Fund - Nemibia
UN/UNDP Trust Fund - Swaziland

Accounts receivable and sundry debit balances

640 868

880 S20
33 537

13 693
8 600

2 469 226
800 000

1 577 118
2 $81 811

7 428 155

Leas: Due to other Funds:
AOSC Fund
ICAO General Fund
Termination Payment Fund
Governments* Trust Fund accounts

Accounts payable and sundry credit balances
Uniiquidated obligations - current year

258 253
89 385

139 785 487 423
4 969 495

11 271 728

16 728 646

(9 300 491)

1980

33 820 810
11 634 368

4 071
7 744

28 168 545
10 156 175
S 078 667

17 584
462 880

40 ?49
19 300

858 S00
43

126 785

Certified cbrrect

I.c. Bog.a
Chief, Finance Branch

Approved:

~Yves Lambert
Secretary General

(13 786 946)

45 466 993
31 680 047

41 403 387

(9 ?23 340)

1 889 804
2 000 959

540 483
1 949 119
6 380 365

985 328
4 962 202

10 lS6 175
16 103 705

(9 723 340)



UNITED NATIONS DEVELOPNENT PROGRAMME

INTERNATIONAL CIVIL AVIATION ORGANIZATION

Notes to the Statement of Status of~unds

(Statement VII)

31 December 1981

1. Nature of Activities

Under the United Nations Development Programme (UNDP), the execution of projects
related to civil aviation is delegated to the International Civil Aviation
Organization (ICAO) and financed by UNDP.

2. Significant Accounttn s Policies

a) Method of AccountinS

The Statement of the Status of Funds has been prepared on the accrual
basis and in accordance with the format and directives prescribed by
UNDP. The accounts and records of ICAO, as Executing Agency for UNDP,
are maintained , and the financial statements are presented, in
United States dollars. All other currencies are converted into
United States dollars at exchange rates provided by UNDP.

b) Expenditures for ~roJects

Expenditures include disbursements and unllquldated obligations for
which funds have been provided in approved project budgets in the
current year. Unllquldated obllgatlons include unpaid amounts as
follows:

- for experts: on the basis of services rendered to the end of
the year.

- for equipment: on the basis of purchase orders or signed contractual
agreements issued to Che end of the year.

- for training: on thebasls of the costs incurred for fellowships to
the end of the year.

- for sub-contracts: on the basis of the payment schedule included in
the contract with the sub-contractor.

c~ Programme Support Costs

Overhead expenditure is based on a fixed rate determined by UNDP and is
calculated on actual project costs.



DP/1983/55/Add. 1
English
Page 29

a) TralnlnR ~endltures

In 1980, tralnlns expenditures were recorded in the accounts on the basis
of fellowships awarded, up to a aaxlnuaof twelve months. Zn 1981, in
accordance with ~)P instructions, tralnlng expenditures were recorded on
the basis of costs incurred to the end of the year,

b) Effect on Expenditures because of Chanse in Accounting Policy

The above change has the effect of reducing project expenditures in 1981
by an estimated $2,600,000 and progranne support costs by $364,000. In
accordance~rlthUNDP instructions, this change in accounting policy has not
been applied retroactively.
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AUDIT OPINION

I have examined the Status of Funds of the International Civil Aviation
Organization as Executing Agency of the United Nations Development

Programme, Statement VII and relevant schedules for the financial period ended
31 December 1951. My examination included a general review of the accounting
procedures and such tests of the accounting records and other supporting evidence
as I considered necessary in the circumstances. As a result of the examination, I
am of the opinion that the accompanying statement properly reflects the recorded
financial transactions for the financial period, which transactions were in
accordance with the Financial Regulations and Rules of the United Nations
Development Programme and legislative authority, and presents fairly the financial
position as at 31 December 195I, in conformity with the accounting policies
described in Note 2. These policies were applied on a basis consistent with that of
the preceding financial period, except for a change in the accounting policy for
training expenditures referred to in Note 3.

(Auditor General of Canada)
External Auditor
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UNITED NATIONS DEVELOPMENT PROGRAMME

Report of the External Auditor on the statement showin~
as at 31 December 1981 the status of funds advanced to

the World Health Organization
by the United Nations Development Programme

General

I. My audit of the Statement and supporting Schedules relating to the
participation of the World Health Organization in the United Nations
Development Programne has been carried out in accordance with the Financial
Regulations of WHO and UNDP. It included a general review of the accounting
procedures and such tests of the accounting records as I considered necessary,
and was performed in conjunction with my audit of the regular budget and
subsidiary funds of the Organization. I have also examined the relevant
internal audit reports.

2. Statement I shows that the resources made available to ~0 by L~DP for
1980-1981 were $55,257,190 and that expenditure incurred by ~40 during the
period on goods and services for projects was $46,441,602. Progra~ne Support
Costs (overheads) charged at agreed rates amounted to $6,484,414 making total
expenditure by WHO on UNDP’s behalf of $52,926,016. Unliquidated obligations
at 31 December 1981 totalled $7,817,541 as noted on Schedule1. At the end of
the year ~RO held a balance for L%DP of $2,331,174.

3. I wish to record my appreciation of the willing co-operation of the
Officers of the Organization during my audit.

(Signed) GORDON DOWNEY
(Comptroller and Auditor General

United Kingdom)
External Auditor
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UNITED NATIONS DEVELOPMENT PROGRAMME

WORLD HEALTH ORGANIZATION

Status of Funds for the financial period I January 1980 - 31 December 1981

(expressed in US dollars)

OPERATING FUND

Balance ~t 1 January 1980 ....................

Add:
m

Cash drawings from UNDP ...........
Inter-office vouchers and other charges (;at)n t: :): 

Miscellaneous income and exchange adjustments ( e . 
Miscellaneous items refunded Co UNDP (net) ........

Deduct: Expenditure during 1980-1981 (Schedule 1)

For projects .............
For support costs .........

631 384

39 758 488
14 772 347

17 979
76 992

55 257 190

46 441 602
6 484 414 52 926 016

Balance at 31 December 1981 ...................

Represented by:

Accounts receivable (due by WHO) .................

2 331 174

2 331 174

CERTIFIED CORRECT

Rend M. Marti
Chief, Accounts

APPROVED

Arie Groenendijk
Director, Budget and Finance

I have examined the above account. I have obtained all the information and
explanations that I have required, and I certify, as a result of the audit, that
in my opinion the above account is correct.

Gordon Downey, C.B.
(Comptroller and Auditor General, United Kingdom)

External Auditor
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1801 K STREET, N W
WASHINGTON. DC 20006
202 296-0800

June 8, 1982

International Bank for Reconstruction
and Development

and
Board of Auditors
United Nations

We have examined the accompanying Statements I and II of the
Status of Funds and Statement Ill of Expenditures of the Inter-
national Bank for Reconstruction and Development as Executing
Agency for certain United Nations Development Programme projects
for the year ended December 31, 1981. Our examination was made in
accordance with generally accepted auditing standards and accord-
ingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circum-
stances.

As described in Note 2, these statements are prepared in
accordance with the format and accounting practices prescribed by
the United Nations Development Programme. These practices differ
in some respect from generally accepted accounting principles.
Accordingly, the accompanying statements are not intended to
present financial position and results of operations in conformity
with generally accepted accounting principles. This report is
intended solely for filing with the United Nations and is not
intended for any other purpose.

In our opinion, the accompanying statements present fairly the
status of funds and expenditures of the International Bank for
Reconstruction and Development as Executing Agency for certain
United Nations Development Programme projects for the year ended
December 31, 1981, on a basis of accounting described in Note 2,
which basis has been applied in a manner consistent with that of
the preceding year.



STA~ I

UNITED NATIONS DEVELOPMENT PROGRAMME

EXECUTING AGENCY: INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

STATUS OF FUNDS

YEAR ENDED DECEMBER 31, 1981

(Expressed in U.S. dollars)

OperaCin S Fund
Balance as aC December 31, 1980

Add:
Cash drawings from UNDP
OCher charges (nee)
Inter-office voucher charges
Miscellaneous income and

exchange adjustments (nee)

$32 890 761
208 759
840 401

(547 033)

Deduct:
Expenditures during 1981

(Statement XZI)
For projects
For overhead

Balance as aC-December 31, 1981

Represented by:

Cash ac banks and in translc
Accounts recelvable

36 489 700
3 595 636

Deduce:

Accounts payable $
1981 unllquldaced oblIgeClons

4 568 545
8 073 934

$ (1 425.308)

33 392 888

31 967 580

40 085 336

$(8 117 756)
I

$ 2 441 687
2 083 036

4 524 723

12 642 479

$(8 117 756)

The accompqnying footnotes are an incests1 pare
of the flnanclal statements.
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INTERNATIONAL BANK FOR REX~STRUCTION AND DEVELOPMENT
Executing agency for

certain United Nations Development Programme projects

Notes to Financial Statements
31 DBC~MBER 1981

Note I -Organization

The United Nations Development Progranlne (tlqDP) was established 
provide, among other services, assistance in making the investment of new
capital in less developed countries more feasible and more effective. This
primary objective is pursued by participation in such activities as (i)
assisting Governments with the improvement of their own capabilities
(institution-building) ! (2) surveys for improved use of physical resources; 
(3) a~mlyses of national economic sectors (such as transport and power), which
in turn serve as bases for formulating coordinated investment programmes,
defining investment priorities and preparation of specific projects.

Note 2 - Accounting policies

The accounts and records of the International Bank for Reconstruction and
Development (IBRD), as executing agency for UNDP, are maintained, and the
financial statements are expressed, in terms of United States dollars.
Currencies are translated into United States dollars at rates of exchange
specified by UNDP. Exchange adjustments during each year are settled with UNDP
as an adjustment of the operating fund balance.

Allocations

L~DPmakes contributions, or authorizes them to be made, toward the costs
of projects. Allocations are recorded in the accounts on the basis of
notification from UNDP. During 1981, $46,047,788 in net allocations were
issued by UNDP and $36,489,700 in allocations were utilized for project
expenditures, leaving a cumulative unspent balance at 31 December 1981 of
$76,126,927. ~

In most cases the countries receiving assistance also make contributions
toward the projects. Such contributions (referred to as counterpart
contributions or Goverrm~ent cost-sharing) are made in cash, services or
facilities. Certain amounts received in cash directly by the IBRD for
counterpart contributions are reported in Statement II. Other cash counterpart
contributions and Government cost-sharing, where they form part of the gross
project budget and are included in UNDP allocations, are accounted for in
Statement I.

ooo
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Expenditures, accounts payable and 1981 unliquidated obligations

Expenditures are recorded by project on the basis of approved budgets to
include (i) actual disbursements relating to the current year! and (2)
unliguidated obligations at 31 December 1981. However, certain unliquidated
obligations are recorded only to the extent that such unliquidated obligations,

when combined with actual disbursements, do not exceed budgeted expenditures
for 1981. Amounts which were not recorded in 1981 due to this limitation will
be recorded as expenditures in 1982. In determining expenditures, the cost of
experts is recorded based upon the UNDP system of recording salary items
associated with service at the duty station on the basis of actual costs, while
salary items and allowances of a personal nature and unique to the individual
expert are recorded on the basis of average actual costs. Also, included in
expenditures are amounts paid or accrued to the ~ of the equivalent of
$5,927,177 for services and other costs of its staff members assigned to UNDP
projects and of $3,595,636 as a reimbursement to the IBRD for .overhead costs
incurred in the performance of its duties as executing agency.

Unliquidated obl~ations represent amounts accrued or payable for items
purchased or services rendered in connection with the projects for 1981, but
for which payment was not made prior to 31 December 1981. Accounts payable
includes prior years’ unliquidated obligations which were still unpaid at 31
December 1981. Additionally, accounts payable at 31 December 1981 includes
amounts due to the IBRD for reimbursement of expenditures and the balance of
overhead for 1981.

Other

Accounts receivable includes advances and prepaid expenses relating to the
various projects.

The IBRD, as executing agency, provides administrative and supervisory
services to UNDP projects for which it is reimbursed at a fixed rate of Ii per
cent of project expenditures. No overhead is charged for expenditures made
from Governments’ cash counterpart contributions, certain Government cost
sharing funds, and for certain other projects for which the IBRD has agreed to
waive the overhead requirement.

oo.
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~AT)MEFf 

United Nations Development Programze

~tatus of funds as at 21 December 1981 (Expressed in US dollars)

OperatinK Fund

Balance at 1 January 1981

Add: Cash drawings from URDP
I0Vs and other charges (net)
Miscellaneous income and exchange

a~ustments (net)
Miscellaneous items refunded to URDP

(net)

Less: Expenditure durinK 1981
For projects

Di s~ursement s
Unliquidated obligations

For programme sUpport costs

Balance at 31 December 1981

(Schedule 1)
(Schedule 1)

(Schedule 1)

t

2 851 125.00
~9~ 0oo.o0
6~8 oo0.o0

- (115 886.oi)

1 T~9 ~Ti,.T8
2 159 089.30

59 609.38
T 717.09

3 860 00b.5~

3 993 125.00

(133 120.~6)

Represented by:

Cash at banks, on hand and in transit
Accounts receiwable

659 217.~7

Less: Accounts pLyable
1981 unliquidated obligations 792 337.93

(133 120.~6)

Certified correct: Approved:

G. M. I. SOBHI
.~eadI Finance Section Director-General

Audlt certificate

The above statement has been examined in accordance with my directions. I have
obtained all the information and explanations that I have required and I certify,
as a result of the audit, that, in my opinion, the above statement is correct.

Date: Bern, 22ndApri~ 1982 W. FREI
Deputy Director
Swiss Federal Audit Office
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1

1.1

GENERAL

Terms of reference

In accordance with article 35 of the Financial Regulations of the
Universal Postal Union and article XV of the Ftnanctal Regulations and
Rules of the United Nations Development Programme, I have, as external
auditor appointed by the Government of the Swiss Confederation, examined
the Technical Cooperation project accounts drawn up at 31 December 1981,
at the headquarters of the International Bureau of the UPU in Berne.

1.2 Nature and scope of the audit

The audit covered the movements of the receipts and expenditure accounts
and the balance-sheet accounts during financial year 1981 (United
Nations Development Programme projects, projects in association with
the ITU, Funds-In-Trust of Japan and the Federal Republic of Germany,
Technical assistance project against payment of Saudt Arabia), the
balance-sheet values at 31 December 1981 and the relevant financial
statements. MY audit was conducted in conformity with generally accepted
common auditing standards and in accordance with the additional terms
of reference annexed to the UPU Financial Regulations.

1.3 Information received

For my audit work, I had a duplicated document dated 22 February 1982
concerning the receipts and expenditure and the balance-sheet of financial
year 1981, various accounting books and supporting vouchers concerning
the transactions placed to account. I should like to express my apprecia-
tion of the helpfulness shown by all the UPU officials whom I approached
in providing me with the information I required to carry out my task.
Mr G Beney, Counsellor, Head of the Finance Section, has been informed
of the results of the audit.

2

2.1

2.11

ACCOUNTS OF RECEIPTS AND EXPENDITURE IN 1981

The transactions of financial year 1981 are as follows:

United Nations Development Programme (UNDP-IPF/LDC)

UPU projects

Allocations for projects:

Balance of allocations not used
at 1 January 1981

Allocations made in 1981 (net)

Total allocations for 1981 to 1985
(carried forward)

Expenditure
US dollars

Recelpts
US dollars

4 513 680.00

3 972 950.00

8 486 630.00



Brought forward:

Allocation for overheads:

Allocattonsmade in 1981

Receipts:

Sundry receipts 9869.99
Exchange adjustments 57 456.48

Expenditure:

Expenditure on projects in 1981

Overheads

Surplus receipts

Surplus as above

To be credited-to the UNDP:

Amount of sundry receipts

Allocations not used at
31 December 1981

1;o be Carried forward to 1982 - IPF
- LDC

Expenditure
US dollars

Receipts
US dollars

8 486 630.00

648 000. O0

67 326.47

3 345 125.00

648000.00

3 993 125.00 9 201 956.47

5 208 831.47

9 201 956.47 9 201 956.47

5 208 831.47

67 326.47

5 107 591.00
33 914.00

5 208 831.47 5 208 831.47

2 Accounts of projects in association
with the ITU

UNDP payments on behalf of the ITU

Expenditure on projects in 1981

Overheads (14%)

14 285.34

12 531.00

1 754.34

14 285.34 14 285.34
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2.2 Overheads on expenditure on UNDP projects

In accordance with the entries in the Technical Cooperation accounting,
the UPU has debited the following overheads to the UNDP:

US dollars

- 14 percent of the 3 345 125 dollars
representing expenditure on UPU projects

- Amount used of the flexibility
allowance granted by the UNDP

Total overheads

468 317.50

179 682.50

648 000.00
~Z

2.3

The flexibility allowance granted by the UNDP in accordance with its
letter of 26 March 1981 to the UPU was not allowed to exceed a maximum
of 200 000 US dollars.

Overheads thus accounted for 19.4 percent of total expenditure on the
projects (previous year: 15.3 percent).

UNDP IPF AND LDC allocations for UPU projects

I noted the following difference between the IPF allocations made by
the UNDP for 1981 and the ones placed in the Technical Cooperation
accounts by the UPU:

US dollars US dollars

- Allocations according to the UPU

Balance in accounts at 1 January 1981

Allocations made in 1981 for later years

Allocations at 31 December 1981 according
to the UPU

4 513 680.00

3 972 950.00

8 486 630.00

- Allocations by the UNDP according to
"Approved programme - Status of
allocation by Agency/Reported
changes between 12/80 and 12/81
as of 31 December 1981":

1981

1982

1983

1984

1985

4 021 437.00

I 701 086.00

505 680.00

44 080.00

14 000.00 6 286 283.00

Difference 2 200 347.00
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I was assured that this difference would be eliminated either by
adjusting the amounts in the internal documents or by requesting the
necessary allocations.

3

3.1

BALANCE-SHEET AT 31 DECEMBER 1981

I have verified the items in the balance-sheet as given in the annex
to this report; the various items have been duly Justified by the
supporting documents I have consulted. I can confirm that the figures
concerning the current account with the UNDP corresponded with those
mentioned by the UNDP in the "Operating Fund Statement at 31 December
1981 (OFS No. UNDP/81-05)" and in the "Status of Allocation by Agency".

3.2

3.3

3.31

Liquid assets

The balances of the bank and giro accounts at 31 December 1981 were
audited on the basis of the statements or attestations submitted to me.

Transitory accounts

Transitory assets

Balance according to balance sheet at 31 December 1981

This amount breaks down as follows:

- Advancesto experts

- Insurance premiums, to be apportioned in 1982

- Balance of the UPU/SF current account

- Balance of the current account with the UPU
International Bureau

- Sundry

Total as above

US dollars

138 491.33

45 194.61

25 407.10

13 545.28

22 280.51

32 063.83

138 491.33

3.32 Transitory liabilities

Balance according to balance-sheet at 31 December 1981

This amount represents:

- Payments due to experts by the insurance company

- IOV’s receivable

- Sundry

Total as above

174 696.06

375.18

90 535.23

83 785.65

174 696.06
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3.4 1981 outstanding obligation|

The opening oft his account la based on UNDP instruction8 contained
in Its letter of 10 November 1977 (UNDP/PROG/HQTRS/Ill).

The 1981 outstanding obligations break down 88 follows:

- Experts

- Fellowships

- Equipment

- Sundry

Total 1981 outstanding obligation8
carried forward to 1982 (according to Statement I)

US dollars

179 350.00

258 980.00

53 240.00

2 430.00.

4

4.1

ATTESTATION

I have examined the accounts and financial statements of the Technical
Cooperation projects, kept in United States of America dollars by the
International Bureau of the Universal Postal Union in Berne for the
financial year ending on 31 December 1981. I have obtained all the
necessary information and explanations and I certify, as a result of
this audit, that in my opinion the financial statements are correct,
bearing in mind some overlapping mentioned in paragraph 2.3 of this
report.

4.2 In addition, I specify that I have also attested the followingdocument~

- Statement of funds available to the UPU under technical assistance
programmes other than those of the UPU Special Fund, position st
31 December 1981

- UNDP - Statement I - Status of Funds as at 31 December 1981

- Funds-in-trust of Japan for an associate expert, position on
31 December 1981

- Funds-in-trust of the Federal Republic of Germany for two associate
experts, position at 31 December 1981

- Assistance against payment, Project o£ Saudt Arabia, position at
31 December 1981.

Berne, 22 April 1982 W Frei

Deputy Director
SWISS FEDERAL AUDIT OFFICE
(External Auditor)
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Operatin K Fund

Balance sue at I January 1981

Add : Cash drawings fron UNDP
lOVe and other charges (net)
Miscellaneous expenses and

exchange adJus~sents (net)
to be refunded by IDIDP

Miscellaneous iteu (not) to 
refunded to UNDP

Ad~Juutment of oxponea8 on
eoupleted pro~Ject8 (to meet
allocations) to be refunded
to bIDP

Deduct : lbq~enditure 1981
(Schedule ~)ring

For projects : Disburaonents
Unliqutdated
Obligations

For prograane support costs

Bslance as st )1 Deceaber 1981-

Represented b7 :

Cash at banks, on hand and in transit
Accounts receivable

Deduct : Accounts payable
1981 Unliquidated Obligations

Certified correct :

R. PREI£Z

Chief of the Finanee DeparUmnt

7Y~ ~9.-

4 660 927.-

S

1 ~ 2A8.o5

2) )7o oo~.79
9 ~2 ~05.~;

( 771 016.71)

4 652.68

7 621.62

)3 816 484.99

~6 763 5~2.62

( 2 9h9 057.63)
8~nstn 88~BstSuiSmsBm

1 541 719.47
k 660 9~.- 6 202 6~6.47

( 2 949 057.6))

Approved :

~Secj4. KIM

rotary-General

Audit Certificate

The above ctateaeat has been ezaained In accordance with u~ dlrections.
X have obtained all the inforontion and explanations that X have required and l
certify, 08 a roanlt of the audit, that, in u~ opinion, tha above s~ateannt is
corre©t,

Z4
V. FJ~I

Deputy Director
Swian Federal Audit Office

External Auditor

-2 AVR, 1982
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UNITED NATIONS ~ PROGRAMME

Report of the ExternalAuditor on the statement showing
as at 31 December 1981 the status of funds advanced to

the WorldMeteorological Organization
by the United Nations Development Programme

General

I. The Statement and supporting Schedules relating to the participation of the
World Meteorological Organization in the United Nations Development Programme
are in the form prescribed by UNDP. My examination of them, which included an
audit of payrolls, has been carried out in conjunction with my audit of the
regular budget and subsidiary funds of the Organization.

Statement I

2. Statement I shows the resources made available to ~ by UNDP in 1981, the
expenditure incurred by kIMO during the year on goods and services for projects
and on programme support costs, and the balance of funds held by 9~4D at 31
December 1981. Schedule I shows the programme expenditure by source of funds
and associated programme support costs for the year. Schedule 2 shows
disbursements and unliquidated obligations charged to projects in each country
and region during the year. The total expenditure of $14,262,880 in 1981 was
17.9 per cent more than in 1980.

Unliquidated obligations

3. Under IR~DP procedures, a signed contractual agreement or a firm irrevocable
order must have been placed with a supplier before obligations for equipment
may be charged as expenditure in annual financial statements. My examination
of obligations unliquidated at the end of the year revealed that the figure of
$1,945,774 shown in Statement I included $152,601 relating to equipment for
which provisional orders only had been placed. The Organization explained that
these funds had been charged as expenditure in 1981 because there was a risk
that, for 1981, UNDP would not follow their normal practice of allowing UNDP
funds unspent in one year to be carried forward to the following year. I am
not convinced that ~D’s action was justified in these circumstances and I
recommend that, in future, obligations should not be chargd as expenditure
until all the UNDPconditions have been met.
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Programme support costs

4. In accordance with UNDP Financial Regulations and Rules, ll~DP contributions
to the programme support costs of executing agencies are on the basis of a
percentage of project expenditure, but in the case of the smaller agencies the
normal contribution can, if necessary, be supplemented by an additional
flexibility allowance. In previous years, UNDP has approved a maximum support
costs allocation for ~ but for 1981 they agreed, exceptionally, to apply to

the revised support cost flexibility arrangements that are to be applied
generally to executing agencies from 1982 onwards. These provide for the
reimbursement of support costs at a normal rate of 13 per cent of project
expenditure, plus a flexibility allowance on a sliding scale related to project
expenditure.

5. The costs incurred by ~MO in administering UNDP and some other
extrabudgetary projects are charged to the Organization’s Technical
Co-operation Fund, which receives contributions from UNDP, Trust Funds and
other sources. The UNDP contribution to the Fund in 1981 was $1,882,224,
representing the difference between the costs charged to the Fund and the
contributions from Trust Funds and other sources. This sum comprised the
normal contribution of $1,609,485 plus a flexibility allowance of $272,739 and

i is within the Organization’s entitlement to support costs for 1981.

6. I wish to record my appreciation of the willing co-operation of the officers
of the Organization during my audit.

6May 1982

(Signed) GORDON DOWNEY
Comptroller and Auditor General, United Kingdom

External Auditor

oe.
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STATEHENT I

United Nations Development Programme

WORLD H£TEOROLOGICAL ORGANIZATION

Status of Funds as at 31 December 1981
(Expressed in US dollars)

Operating Fund

Balance at 1 January 1981

Add: Cash drawings from UNDP
IOVs and other charges (net)
Miscellaneous income and exchange

adjustments (net)
Miscellaneous items refunded to

UHDP (net)

$

Less: Expenditure during 1981

For pro~ects
Disbursements (Schedule I)
Unliquidated obligations (Schedule 1)

For programme support costs (Schedule 1)

10 434 882
1 945 774

1 882.224

Balance at 31 December 1981

$
(9o2 264)

9 655 448
4 945 957

(II 568)

(~3,065)

13 684 508

14 262 880

(578 372)

Represented by:

Cash at banks, on hand and in transit
Accounts receivable

Less: Accounts payable
1981Unliquidated obligations

851 179
1945 774

1 276 067
942 514

2 218 581

2 796 953

(578 372)

CERTIFIED CORRECT

Chief, Finance and
Budget Division

APPROVED

(A. Wiin-Nielsen)
Secretary-General
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STATE~!ENT SHOWINGAS AT 31 DECEKBER 1981 THE STATUS OF FUNDS

ADVANCED TO THE INTER-GOVERNMENTAL MARITIME CONSULTATIVE

ORGANIZATION BY THE UNITED NATIONS DEVELOPMENT PROGRAMME

AUDIT CERTIFICATE

I have examined the attached Statement and the related Schedules

I and II. I have obtained ell the information and explanations that

I have required and I certify, as a result of the audit, that, in my

~opinion,the attached Statement and the related Schedules I and II

are correct.

2 6 HAY 1982

(Comptroller and Auditor General,

United Kingdom)

External Auditor
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UNITED NATIONS D~ PROGRAMME

Report of the External Auditor on the statement showin@
as at 31 December 1981 the status of funds advanced to the

Inter-GovernmentalMaritimeConsultative Orqanization
by the United Nations Development Programme

General

i. The Statement and supporting Schedules relating to the participation of the
Inter-Governmental Maritime Consultative Organization in the United Nations
Development Programme are in the revised form prescribed by UNDP for 1981. My
examination of them has been carried out in conjunction with my audit of the
regular budget and subsidiary funds of the Organization. This included a
general review of the accounting procedures and such tests of the accounting
records as I considered necessary. I have also examined the relevant internal
audit reports.

2. Statement I shows the resources made available to IMC0 by UNDP in 1981, the
expenditure charged to projects during the year for goods and services and for
programme support costs at agreed rates, and the balance of funds due to IMCO
at 31 December 1981. Statement I is supported this year by two Schedules:
Schedule I showing the aggregate expenditure by source of funds and progra, me
support costs; and Schedule 2 showing expenditure by country distinguishing
between disbursements and unliquidated obligations.

3. Expenditure is controlled through project budgets which are phased by years
over the duration of each project and revised annually when year-end project
delivery information becomes available. They are also revised when either the
scope of the project or the phasing of expenditure is changed. UNDP allows
Agencies a small margin of flexibility on annual budgets. Contractual
commitments to be charged against budgets in future years are reported
separately to U%]DP.

4. Costs of experts’ services are divided into two categories: salary and
other costs associated with service at the duty station are charged direct to
projects! and allowances, etc., which depend on the personal circumstances of
the expert are charged at an average rate based on the total of such costs for
experts employed by IMCO on L~DP work. In the case of fellowships, projects
are charged direct with actual costs.

..oq
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5. I wish to record my appreciation of the willing co-operation of the
officers of the Organization during my audit.

28May 1982

(Signed) GORDGN
C(~ptroller and Auditor General, United Kingdom

External Auditor
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United Nations Development Progrsune

INTER-GOVERNMENTAL MARITIME CONSULTATIVE ORGANIZATION

Status of Funds as at 31 December 1981
(expressed in US DolIars)

Operatin S Fund

Balance at 1 January 1981

Add: Cash dra~.inss fromUNDP
XOVs and other charges (net)
Miscellaneous income and exchange

adjustments (net)
Miscellaneous items refunded to

UNDP (net)

~Less: Expenditure during 1981

For projects
Disbursements (Schedule 1)

.Unliquidated obligations (Schedule 1)

For progr~e support costs (Schedulel)

Balance at 31 December 1981

176 705
2 889 313

986 350

;

(2 630 101)

$ 523 667
1 479 658

(21 712)

20 659

4 372 171

8 052 368
4

Represented by:

Cash at banks, on hand and in transit
Accounts receivable

9 043
225 .547 234 590

Less: Accounts payable
1981Unliquidated oblisatiens

1 025 474
2 889 313

CERTIFIED CORRECT J. ~ .~

J.A. Jackson
Bead, Project Administrative Services

Technical Co-operation Division Secretary-General
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Operating Fund

Salance at I January 1981

Add = Cash drawings from UNDP
IOVs and other charges (net)

Miscellaneous income and exchange
adjustments (Schedule 3)

Expenditure during 1981

For pro~ects
Disbursements (Schedule I)
Unllquldated obligations

(Schedule 1)

For programme support costs
(Schedule 1)

Balance at 31 December 1981

! !
53 090.21

313 819.90
228 021.30 594 931.41

386.20

497 299.25

12 139.--

127 350.-- 637 174.45

(42 243.04)

Represented by:

Cash at banks, on hand and in transit
Accounts receivable (Schedule 5)

45 476.10
14 736.89 60 212.99

90 317.03
12 139.-- 102 456.03

Less___!." Accounts payable (Schedule 5)
19bl Onllquidated obligations

(42 243.04)

~ CERTIFIED CORRECT

~DIf.
M. Lage~sseA. Jsccard

,lead, Finance Section Controller

AUDIT CERTIFICATE

The above statement has been examined in accordance with my directions. I have
obtained all the lnformattons and explanations that I have required and I cer-
tify, as a result of the audit, that, In my opinion, the above statement Is

correct.

~.~.
Date: 17 May 1982 W. Frel

Deputy Director
Swiss Federal Audit Office

External Auditor
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REPORT OF THE EXZ~RNAL AUDITOR ON TEE AUDIT OF THE ACCOUNTS OF THE
INTERNATIONAL ATO~[C ENERGY AGENCY AS EXECUTING A~NCY U~IER THE

UNI~F~D NATIONS IEVELOPMENT PR0CRA~. FOR THE YEAR ENdeD 31 DEC~,~R 1981
n i i i i | i i. i i

I. I have examined %he Statements and supporting Schedules relating to the

participation of the International Atomic Ener~A~ncy (IAEA) in the United

~ations Development Progran~e (UNDP) an~ in the United Nations Fund for Science

an~ Technolo~for Development (UNSTD).

2. The audit was carried out in conjunction withmy audit of the Agencyes

Accounts. During the audit liaison was maintained with the A~ncyes Office of

Internal Audit and Mana~ment Services.

3. As a result of my audit~ the S~atements and Schedules have been certified

~yme as being in conformity with the books and records and presenting fairly

She financial position as at 31 December 1981.

4. Included among unliquidated obligations referred to in the UI~DP Statement

and Schedules are amounts totalling $ 98 047, that represent transactions for

whioh negotiations were started in 1981 but for which no valid contracts existed

as of 31 December 1981. The IAEA advised me that recording these obligations

against 1981 funds has been approved by the UNDP resident representatives concerned.

5. The activities engaged in under the t~NSTD have been provisionally financed

from the funds available for UNDP."

6. I wish to record my appreciation of the willing cooperation experienced

@hroughout my audit from the s~ff of the International Atomic Ener~ Agency.

Vier~a, 24 March 1982

H. Peschar
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UNITED

STA’I’~VlENT I

N£TION8 DEVELOPMENT PRO 0R£NME

XF~R~M~IO~AL A~OMIC E~l~f A~CY

8ta~as of funds as at 31 December l~l
(Expressed in US dollars)

Balance as at I Janua~

Cash dr~winge from ~DP
Interoffice vouchers and other obarpe (net)
Misoellaneous income and exohange adjus~nents (met)
Miscellaneous items refunded to ImDP (net)

ExpendA~ure during 1981

For pro~eote
For pro~mne support co8~s

Balanoe at SI Deoember 1981

Ca, im
Cash at banks
Due from United Nations Interim Fund for Scienoe

and Teohnolo~ for Development
Accounts receivable

Accounts payable
1981 unliquidated obliptions

(i 821 .368)
¯ ]

Director, Division of Budget and FAnance
HAWS )LIX

Director 0eneral

~e above statement has been examined in accordance with m~ dlreotionu.
I have o~ained all ~he Information and explanations tha~ I have required and

i oerti~t as a resul% of the atglit~ that £n m~ opinion the statement is oorrect.

w. PF.,SCHAR
External Auditor
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UNITED NATIONS DEVELOPMENT PROGRAMME

REPORT OF THE EXTERNAL AUDITORS ON THE AUDIT OF M ACCOUNTS OF
M WORLD TOURISM ORGANIZATION AS AN EXECUTING AGENCY UNDER M

UNITED NATIONS DEVELOPMENT PROGRAMME
FOR M YEAR ENDED 51 DECEMBER 1981

I. The Statement and supporting Schedules relating to the parti-
cipation of the World Tourism Organization (WTO) in the United
Nations Development Programme (UNDP) for the year ended ~l De-
cember 1981 are in thel form prescribed by UNDP.

2. Statement I is supported by Schedules 1 and 2, which give a
breakdown of the project expenditures by source of funds and by
recipient States, including the 14 per cent provision for the
Agency’s programme support cost.

3. Our examination of the Statement and Schedules has been
carried out in conjunction with our audit of the Agency’s
accounts.

4. We have obtained all the information and explanations re-
quired, and as a result Of the audit we certif~ that, ~u~ our
opinion, the statements are correct and in conforn~ty with
the books and records.

O. P. Cort6s Camacho F. A. Gethl
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;Un~ed Nations DeVelopment ProEramme

World Tourism Organization

Status of Funds as at 3I December I~81
(expressed in US dollars)
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OperatinE Fund

Balance at 1 January 1981

Add: Cash drawings from UNDP
I0Vs and other charses
Miscellaneous income

553 000.0o
(119 949.34)

507,58

Less: Expenditure durinE 1981

For projects:
- Disbursements: (Schedule I) 366 262.00
- Unliquidated obliEations (Schedule 1) 38 049.77

For proEramme support cost (Schedule 1)~6603.64

Balance at 31 December 1981

Represented by:

Cash at banks and on hand
Accounts receivable

Less: Accounts payable
1981 unllquidated obligations

(17 484.83)

433 558.24

18 818.48
9,2~8o~16

28 057.04

72.899.04

(44 842.00)

CE~T~FIE~_.CORRE CT

Eduardo Ramos-Reimund~n
Chief of Finance

Hobert C. Lona~i
Secretary-General

AUDIT CERTIFICATE

J.P. Cortes Camacho F.A. Oethi
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ARAB FUND FORECONOMIC AND SOCIAL DEVELOPMENT
TEl. : 431870 ̄ P. O. BOX ;: 21923 ̄ CABLE : IWMARABI. KUWAIT ¯ TELEX : IINMARAIN 2163 KT.

p^Blv4/ols
Programme for the Identification and Preparation
of Inter-Country Investment Projects and Related

Feasibflit7 b’~u ~es,_..

JStatementof Expenditures
1/1/1881 -- s s/l=/lss!

U. N. D.P. Share

( In U.S., Dollar 

NO.

11-01

11-04

18

|9

99

49

69

Component m/m Am ~unt

Team Leader

Project Engineer

Other Costs

Sub- Contracts

12

1=s 080/80
112 424/-
1o vss/t=

881 840110
Equipment

Miscellaneous

Tots)

Admin. Expenses 145~
~mmmm

24
anSm

818 178/81
85 844/89

899 o=1/-
II II II II II II II II I II

Nezhet . T b.

Director of- Financ~
Arab Fund for Econom~ and
Social Development -/~uwait

TallL1 Abu Gha~z’Lleh & (:~. £~ (’" t~i
Auditors
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EKecutive Office 1114 Avenue of the Americas
New York, New York 10036
(212) 790-0500
"felex 12267

OPINION OF INDEPENDENT AUDITORS

Asian Development Bank - Executing Agency
for the United Nations Development Programme:

We have examined the following statement and supplemental
schedules relating to funds for projects as to which the Bank
is the executing Agency for the United Nations Development
Programme:

Statement I - Status of Funds as at 31 December
1981

Schedule 1 - Expenditures by Source of Funds for the
year ended 31 December 1981

Schedule 2 - Project Expenditures for the year ended
31 December 1981

Our examination was made in accordance with generally accepted
auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures as
we considered necessary in the circumstances.

The aforementioned statement and schedules have been prepared
in accordance with the format and accounting practices pre-
scribed by United Nations Development Programme ("UNDP"); 
such basis, expenditures are recognized when obligations are
incurred but allocations are recognized as a fund asset when
drawn from UNDP. Accordingly, the statement is not intended
to present financial position or results of operations in
conformity with generally accepted accounting principles.
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In our opinion, the accompanyln$ statement presents fairly
the status as of 31 December 1981 of funds for which the Bank
is the ExecutlnK Asency for the United Rations Development
Pro&ramme and the receipts and expenditures of such funds
for the year then ended on the basis of accountins described
in the p~ecdd~ng parasraPh, which basis has been applied in
a manner consistent with that of the precedtns year, and the
accompanyins supplemental schedules, when considered in
relation to the aforementioned statement, present fairly in
811 material respects the information shown therein.

26 February 1982
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Status of Funds as at 31 De©cuber 1981
(Expressed ~ US Do3~ars)
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Balance at I January 1981

&gd:i Cash drmr~nKs franUl~F
XOVs and other charses (net)
1~Lscellaneous £ncme and exchanse

8dJustuents (net)

Less: Expenditures dur~nj 1981 - Schedule 2
For projects:

Dishursenents
Unltqutdated Obligations

For progrme support costs

Balance st 31Decmber 1981

$3 362 239.86
166821.34

4,804.04

$1 674 195.11
781 641.56
343 816.93

3 533 865.44

3 084 973.55

(2799,653.60)

$ 285 319.95

Represented by:

Cash at banks, on hand and in transit
Accounts recslvable

Less: Accounts payable
Z982 Vnliquidated Oblisations

$ 123 964.06
I 144 302.31

I 268 266.37
$ 202 304.86

781 642.56 ( 982 946.42)

$ 285 319.95
l i

SHAHSHAD ALZ
Assistant Controller
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1801 K STREET, N W
WASHINGTON. DC 20006
202 296-0800

Hay 24, 1982

Inter-American Development Bank
and

Board of Auditors United Nations

We have examined the accompanying Statement of Status of
Funds and Statement of Expenditures of the Inter-American Develop-
ment Bank as ~xecuttng Agency for certain projects of the United
Nations Development Programme for the year ended December 31,
1981. Our examination was made in accordance with generally
accepted auditing standards and accordingly included such tests of
the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

As described in Note 2, these statements are prepared in
accordance with the format and accounting practices prescribed by
the United Nations Development Programme. These practices differ
in some respects from generally accepted accounting principles,
and accordingly, the accompanying statements are not intended to
present financial position and results of operations in conformity
with generally accepted accounting principles. This report is
intended solely for filing with the United Nations and is not
intended for any other purpose.

In our opinion, the accompanying statements present fairly,
in accordance with the format prescribed, the status of funds and
expenditures of the Inter-American Development Bank as Executing
Agency for certain projects of the United Nations Development
Programme for the year ended December 31, 1981 on the basis of
accounting described in Note 2, which has been applied in a manner
consistent with that of the preceding year.
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INTER-AMERICAN DEVELOPMENT BANK

AS EXECUTING AGENCY FOR CERTAIN PROJECTS

OF THE UNITED NATIONS DEVELOPMENT PROGRAMME

STATEMENT OF STATUS OF FUNDS

YEAR ENDED DECEMBER 31, 1981

(Expressed in U.S. dollars)

0peraCing Fund:

Balance (deficit) ae Januaryl, 1981
Add: Cash drawings from UNDP

IOVs and ocher charges (nee)

Add: Savings during 1981
For proJeces
For overhead

Balance aC December 31, 1981

Represented by:
Cash

Deduce: Accounts payable, including
overhead eneiClemenes hOe
yee drawn by IADB

Balance ae December 31. 1981

$185 000
12 799

51 332
7 187

$(225 164)

197 799

(27 365)

58 519

$ 31 154

$199 304

168 150

$ 31 154

The accompanying fooCnoCes are an integral pare of these
financial statements.
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Inter-American Development Bank
as executin~ aqency for certain projects

of the United Nations Development Pro~rammv

Notes to statement of status of funds and
statement of expenditures

year ended 31 December 1981

Note 1 - Organization

United Nations Development Programme (t~DP) was established to provide,
amorg other services, assistance to less developed countries in carrying out
projects for the purpose of promoting social progress and better standards of
life and for advancing economic, social, and technical development. The
Inter-American Development Bank (IADB) acted as executing agency for one
project of IRDP during 1981.

Note 2 - Accounting policies

The accompanying statements have been prepared in accordance with the
format and policies prescribed by UNDP.

Allocations

UNDP makes contributions, or authorizes them to be made, toward the costs
of the projects. Allocations are based upon estimated budgeted expenses which
may or may not be directly related to costs actually incurred. The allocations
also include an entitlement for agency overhead costs. At 31 December 1981,
the unspent balance of allocations, which is not recorded in the aucompanying
statements, approximates $147,000.

IOVs

IOVs represent charges and other transfers between the ~ as executing
agency, D~DP, and the field offices performing the services on the contracts.

Expenditures

Expenditures are recorded by project on the basis of approved budgets to
include: (I) actual disbursements relating to the current yearl and (2)

amounts payable or accrued at 31 December 1981, to the extent that such
payables or unliquidated obligations, when combined with actual disbursements,
do not exceed budgeted expenditure ceilings established by D~DP for 1981.
Amounts in excess of the ceilings are recorded as expenditures of the
subsequent year. Cancellation of prior years’ unliquidation obligations result
in a savings, which are refunded to D~DP. In 1981, cancellation of prior years
unliquidated obligation and the disposal of project equipment resulted in a net
savings balance of $51,332 to be refunded to UbDP.

oo.
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Overhead

The IADB, as executing ag~, provides administrative and supervisory
services to the projects for an entitlement for Agency overhead costs. The
entitlement is determined by tl~P and is based on a fixed percentage (14 per
cent in 1981) of projeot expenditures and savings subject to overhead. At 31
~r 1981, as a result of a savings balance for the year, the net overhead
balance of $7,187 represents an amount to be refunded to L~U)P.

Accounts palm~le and unliquidated obligations

In aocordance with aooounting requirements of IH)P, aoceunts payable as of
31 December 1981 includes obligations for goods and services provided in the
annual project budgets prior to 1981, which were still unpaid, irrespeotlve of
the date of delivery of such goods and services, and accumulated overhead
entitlements not yet drawn by the IADB.

@@@
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