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INTRODUCTION

1. The Budgetary and Finance Committee held ... meetings from 4 June through

.o Juné 1984 under the chairmanship of Mr. Jacques G. Van Hellenberg Hubar

(the Netherlands). Mr. Miguel Angel Ortega-Nalda (Mexico) served as Rapporteur of
the Committee.

2. At its first meeting, the Committee approved the provisional agenda and
organization of worl contained in annexes I and II respectively to document
DP/1984/BFC/L.1. The Committee agreed to keep its schedule of work flexible
depending on the availability of documentation.

B The report of the Committee is submitted to the Governing Council in
document DP/1984/BFC/1..2 and annexes and addenda.

4. The report to the Economic and Social Council on the thirty-first session of
the UNDP Goverhing Council will include in its annex I the recommendations of the

Budgetary and Finarce Committee as adopted by the Council.
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SUMMARY OF THE ASSOCIATE ADMINISTRATQR'S INTRODUCTORY STATEMENT
- TO THE BUDGETARY AND FINANCE.COMMITTEE -~ - .

1. In his opening statement to the Budgetary and Finance Committee, ' the
Associate Administrator commented on the UNDP programme's performance. during 1983, -
' Placing it in the context of the third programming cycle, ‘he:provided a review of-
the financial activities of UNDP during 1983, pointing, in particular, to the total
income for-the' year of $838 million which represented -an increase. of:5:8 per cent -
over-1982.. With respect to total programme expenditure, he noted a decline of
15 per cent during 1983 to some $560 million. He then described the me;jor factors .
contributing to such a decline, the first being the strengthening of the - -
United States dollar which, though unfavourable with respect to the level of.UNDP |
resources, was, on the other hand, beneficial with respect t0 the quantim-of
assistance provided because of the increase-in- the United States dollar's purchasing
power. Ag an example, he stated that in the third cycle, whereas programme -
delivery would be 52 per cent of the original target in current dollar terms,
' the number of expert months would actually be: 62 per cent of what was assumed.

in the original calculations of‘ the targets, The second reason, related.to

GE.84-628T1
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cancellation of many obligations considered unnecessary by some executing agencies,

thus returning them as savings to 1983 project accounts. Third, in order to

provide a smooth transition to a lower level of programming, the Adminigtrator had ‘I
set deglining 1iﬁit§ti§ns on programme expenditures in 1982, 1983 and 1984.

Héwever, due to mbie2Cautious programming by Governments and resident representatives,
theréAwasﬁé sigﬁificént reduction in project approvals during 1983, itself, rather
than more gradually as envisaged earlier,

2 The Associate Administrator then reviewed the development of programme
expenditures taking togethe: the years 1982 and 1983, He pointed out that there o
had been a gradual adjustmeht by UNDP to a 1owér‘1eve1 bf pfogramming and that

the actuél IPF:éxpenditures for £hose two years amounted to $1,035 milli&ﬁfiéia*
shortfall of oﬁi& $55 miilfbn compared with thefievisedlﬁlanned 1Py expegditures

of $1,070 million. This resulted in the shortfall in programming resources being
reduced by $31l:million. The lower 1983 expenditures also resulted in an increase -
of $62:million in UNDP investments held at the end of. 1983 which amounted in all to -,‘
$250.7,million over and above the $200 million held on behalf of the:

Operational Reserve,. He then reminded the Council of certain liabilities which-
amounted to $253.8: million which exceeded the. $250,7 million-held in investments.,

3. Turning to. the:yearsiahead, the Associate Administrator assumed that the ..

annual growth rate in voluntary contributions would be some 7.5 per cent in 1984

and 1985, and possibly in 1986 as well., The IPF expenditures were set at

$500 million for 1984, %540 million for 1985 and $570 million for 1986. The

balance of programnsble resources should grow from a negative amount of -

$29 million at the end of 1983 %o a positive amount of $25 million by the end of

the cycle.

4. The Associate Adminisfrator then pointed out that during the cycle the. - . ,l
liquidity position.of the Programme. had never:been jeopardized, despite the-. -

shortfall in programmable resources and deficits in the revenue reserve, and
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that a drawdown against the Operational Reserve had not been necessary. He also
mentioned a few proposals made by the Administrator regarding the purpose of the
Operational Reserve, in particular a request that for the fourth cycle the Council
introduce a second level of the Operational Reserve which would serve to iron out
fluctuations in plammed IPF expenditures during the cycle. This would not affect
the present liquidity reserve at its level of $200 million.

5. The Associate Administrator concluded by reviewing briefly the other issues

which figured on the agenda.
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E | Addendun
Chapter IV. PROGRAMME TMPIEMENTATION

A. Assistance to Namibia

1. TFor consideration of item 4 (c) of the Council's agenda, the Committee had
before it a report of the -Administrator (DP/1984/14/44d.T) which described the
progress made in résponée to Governing Council &ééiéion 83/10 on the‘Quéstion of”l
support costs in respec%iéf projects financed from the United Nations Fund for
Nemibia. | |

2. In introducing this item, the Associate Administratofjréfeffed‘to the extensive
consultations which had been held with all the partiesAéoncefhed. He explalned the
two issues involved and informed the Commlttee of the current status of each.

%,  With regard to the total waiver of support costs, he stated that while the
Administrator undertook to consult the executing'égéhcies on the issué, he héd
already advised the Council in 1983 that this was a matter for determination
primarily by the agehcies. The progress reﬁort proVided.an‘explénétion of the
agencies"position on this, and they, for the most part, had not fbund it possible

to respond positifely'to this request. In this connecﬁién; the Associate Adﬁinistréfo:

GE .84-62386
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drew attention to the letter he had received from the United Nations Commissioner
for Namibia, following the completion of the consultative process with executing
agencies, in which the Commissioner expressed his appreciation for the UNDP
efforts and stated that in view of General Assembly resolutions on this subject,
he resexved the right to pursue the matter of a full waiver of support costs
through direct negotiations with each individual agency. The Associate Administrator
expressed the view that the Governing Council and UNDP“haducompleted ths;r action
on this matter and that following adopbtion of the present féport, no additibnal“'ﬂ
consideration of this issue was needed by the Council. |

4, As to the question of treatlng progect costs as expendlture against government
cash counterpart contrlbutlons (GC“C), the Assoclate Administrator apprised the
Committee of the formulation, adopted aftgr due consultations with the

United Nations Office of Legal Affairs and with executing agencies, which would
allow certain costs incurred in nelghbourlng countrles acting as hosts to Namibia

projects to be treated as GCCC

Summary of the discussion in the Committee
5. Members expressed their.gﬁpreciafion to the'Administrato: and his staff for
the prompt action taken oﬁ tﬁe‘issuesvihvolved, Thev noted with satisfactién
the positive reaction of execubing agencies to treat certain project expenditﬁres
as GCCC as described in DP/1984/14/Addol. Most members endorsed the Adminiétrator's
conclusioné and his recommendations on the subject. One member, speaklng on |
behalf of a. group of countries, stated that he supported the concept of a walver,
since the United Nations Fund for Nam;bla was a special case and thus would not
create a precedent in respect of’other fuads. Several members expressed the‘hope.
that the issuve af complete waiverkof éupport costs would be resolved in the ﬁear |
future in the dloousslonb between the Commlsoloner and tne exeoutlng agencies,
One of ﬁhese members stated that h1 delegdtlon lntended to follow up, through .
other channels, the devmlopmenfs 1n the bllateral negotjatlons between the

United Nations Commissioner for Namibia and the executlng agencies. Another



DP/1984/BFC/L.2/Add .1
page 3

had agreed to grant a full'waiver of support costs in respect of projects
financed from the United Nations Fund for Namibia. One member enquired as
to the potential effect on UNDP of the application .of the recommendations.

Response of the Administration

6. The Associate Administrator, in reply to one question, explained that there
would be no financial impact on UNDP resulting from the application of the
measures listed in the report. This was due to the fact that, for these

Trust Fund projects, support costs were paid by the Fund for Namibia and not

by UNDP. To the extent that the UNDP Office for Projects Execution would be
implementing projects financed from the Trust Fund, it would be in the same
position as executing agencies: that is, earning 3.5 per cent on project inputs
considered as GCCC., He stressed that in respect of projects financed from the
IPF for Namibia, regular support costs would continue to be paid to executing
agencies.

Recommendation of the Committee

7. Following the discussion on this subject, the Budgetary and Finance Committee
recommended that the following draft decision be adopted by the Council at its
thirty~first session:

The Governing Council,

(a) Takes note of DP/1984/14/Add.l dealing with reimbursement of support
costs for project activities financed from the United Nations Fund for Namibia;

(b) Expresses its appreciation to the Administrator and to the executing
agencies for action taken to treat part of the costs of projects, where appropriate,
as expenditure against govermment cash counterpart contributions (GCCC) and approves

this modality;
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(c) Takes further note of agencies' views on the possibility of granting

total waiver of support costs in respect of projects financed by the United Nations ‘
Fund for Namibia and the views of the United Nations Commissioner for Namibia on
the subject; and
(d) Notes that the United Nations Commissioner for Nemibia intends to
continue discussions with the executing agencies implementing such projects

with the view to obtaining full waiver of such support costs.
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| éﬂdeﬁdum | :
Chapter V. FINANCIAE; BUDGETARY AND ADMINISTRATIVE MATTERS

A, Annual review of the financial situation, 1983

1. Fpr éonsideration of item 9(&) of the Council‘é agenda, the Committee had Béfofé
it the_répg;t:;f the Administrator (DP/1§84/53) which provided a oom@rehenéi&e
finénoial review of the activities financed from the UNDP account during 1963, the
-finéncial position of UNDP at the eﬁd of 1983 and a forecast of activities for 1984v
and 1985. In connection‘with the request.of the International Telecommunication
Union (iTU) for additional support cost reimbursement, the Committee was ﬁrovided
informally with a copy of ITU'slletter to the Administrator, dafed 18 May 1984 and a
copy of resolution No. 916 adopted by the ITU Administrati§e Council on this sﬁbjeot}
2 In introducing this item, the Director of Finance highliéhted the'main finénciél
data contained in the document., While actual income recéived was close to the amount
forecast tc the Council in 1983, programme expenditurés wére below the forecaétiwith g
shortfall ofﬂ$67 million in IPf expenditures alohe; This sﬁortfall waé éttributed to

several factors, among them the strength of the United States dollar which had had a

GE.84-62405
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sderating effect on programme expenditure, because delivery in real terms had cost
ess in dollar terms than thevamoupt budgeted for. He also explained that in view of
he 1982 decision. takKen by the Administrator to reduce IPF expenditure targets to

5 per.cent of the illustrative IPFs, the Administrator had set certain annual
imitations on programme expenditures to provide for a smooth transition to the lower
evel of programming, in line with projected resource availability. The Director
xplained that the recent decline in expenditure would still permit the achievement of

he reduced targets for the cycle as a whole, He went on to say that the net effect

f these 1983 reductions in expenditure was to produce a surplus of income over
xpenditure of some $87 million compared with a projected deficit of $29 million.

'he financial data for the year'ghowed that the net assets of UNDP as represented by the
‘levenue Reserve, went up from a negative balance of $6 million at the eﬁd of 1982 to

. positive balance of $60 million at the end of 1983,

Se The Director of Finance then provided.information on the projected income and
xpenditure for 1984 and 1985 whiéh,,while>not represééting anj draﬁatic change

;ompared with 1983, showed signs of some modest grewth and were, perhaps, an indicatién
f some change in last year's trend. If the projectedldata on income and eﬁpenditure
raterializged, this would result in a Revenue Reserve cf $87 million at the end of 1985.
fhe Director of Finance glso.highlighted the fact that the payment of contributions by
jovernments in 1983 was encouraging, as most of them had paid their pledges e;rliér in
the year. He expressed the Administrator's appreciation to those Governments for

their payments and to the Council for its repeated appeals in past years for prompt
payment of contributions.

4e He briefly touched upon.a number of other subjects covered in the report including
the request made by the International Telecommunication Union (ITU) for additional
support cost reimbursement. IHe desgribed the consultations which had taken place
between UNDP and ITU, including the clarifications sought by UNDP, and referred to the
discussion held in the ITU Administrative Council in April, as well as to

resolution No. 916 of that Council which invifted the UNDP Governing Council to consider
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Summery of the discugsion in the Committec
5 Members expressed their appreciation for the.oleaf and comprehensive documentatior
submitted to the Cpﬁncil under this agenda item. They noted with‘sétisfaotion the
distinctly improved financ;al situationkof UNDP at the end of 1983, even though it was
due largely to a decrease iﬁ‘actual progfamme expenditure in comparison with projecfion
rather than an inpreaée i§ income. While some members regardéd such a decrease asba |
natural and acceptable phenoﬁenon, in view of UNDP's financial sifuation - which
required financial prudence at all times - others considered fhekdeoline‘too steep and
unsound. ‘One member, suppcrted by others, remarked thaf the reduction had been
introducgd With a sense of urgency and great>concern and had resulted inlmeasures whick
were too drastio‘oausing damage to the whole process of UNDP-gupvorted programmes
from programmg}planning to programme implementation. 6ther members wondered whether
there had been ma.jor bottlenecks in the rroject approval process which had contributed
to the severe decline in implementation. Memberé, in general, exﬁ%éssed the hope
and expectation that programme delivery woﬁld piék up moméntuﬁ,>oompatible with levélé
of projected delivery and resource availability. In this éonﬁection,vseveral ﬁemberé
enguired as to the basis for the income pfojections which had beéﬁ made.
6. Members were pleased to note the inqrease in.the level of coét;éharing écfivifiés
and some noted that this was a sign of éonfidence in the Programme. One membef
questioned the.basis on which optimistic queoasts were made in respect of cogt-sharing
incoms and expenditure, whereas the main programme income and exvenditure forecasts
appeared stationary. Another member noted that it was nafural to expect deéfnments:
participating in cost-sharing activities to meet the cost to UNDP of the additional
workload resulting from such activities. Members noted with particular satisfaction
the timely payment of ocntributiéns and exﬁfesséd the hope that fthis pattern would
contimue. One member, speaking on behalf of a group of countries, stated that fhese
countries would continue to provide a payment schedule to UﬁDP and expressed the hope

that other Governments would do the same. DMost members expressed disappointment that
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the level of accumulating nonucénvertible c@rrencies.ﬁad remained almost stable.
Some of them further noted that the marginal decline of these holdings did not
result from greater utilization of these currencies but rather from the decline

in their value in dollar terms. One member, whose Government'’s gontribution was
in one of these accumulating currencies, stated that his country’s current
contributions during the period since the Consensus were being fully utilized and‘
that his Government was still reviewing with UNDP ways and means of utilizing

and reducing existing accumulations, all of which were from prior periods.

7. In'commenting on other issues éovered by the report, one wmember noted that
there appeared to be a substantial decline in the rate of return on funds placed

by UNDP and enquired as to the reasons. Several members noted the high
administrative cost of the programﬁe which, in their view, was not Justified.

When the UNDP administrative cost was combined with agency support costs, the rate
seemed particularly high. In this conneotion; some riembers noted that the
Governing Council had expressed the hope a few years ago that UNDP's administrative
cost would be about 12 per cent; othegs remarked that there was no Jjustification
to reimburse aéencies above the standard support cost rate as there was no
justification for UNDP to meet the fuli support costs incurred by agencies. One
member noted the variety of non-core activities undertaken by UNDP and expressed
réservéﬁions in this respect, stating that the proliferation of so many
arrangements did not necessarily represent a healthy trend for UNDP. In his view,
non=core activiﬁies should remain at all times the exception and sﬁould be marginal
compared to core activities. |

Response of the administration

8. The Assistant Administrator, Bureau for Finance and Administration, and the
Director of Finance responded to the specific questions and observations made by
members. With regard to the return on funds placed by UNDP, it was explained

that apart from the fact that rates of return in 1983 were generally lower than

e M AOA LRl mT AL e £ TINTD frimda 3n roantatin aneect 1o donory enalintyrv currencics
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traditionally resulted in a lower rate of return. . He further explained that
losses on exchange, while substantial, were mainly book losses resulting from
logses incurred on UNDP holdings .of certain donor country currencies which UNDP
did not exchange for other currencies when there was a reasonable expectation of
their being utilized within a relatively short time. Sometimes contributions
to the Programme werc paid shortly before a devaluation and UNDP was not able to
sell the currency before the deva;gat;?n{ } Ag_tp ?@g‘prgjgctions made on the
resource side, these were based partly on historical trends and partly on ‘the
best estimates that UNDP was able to make in ths light of currently available
information. None could be considered as certain, but they appearad to UNDP's
administration to be reasonable.

ITU request for .additional- support
cost reimbursenment

9. Tﬁé Depuﬁy'SecrefarymGeneral of iTU described iﬁ furtﬁerAdetail his
Organizationis request for an additional‘reimbﬁrsement of support costs° He
explained that the déficiﬁ broblem in the Technical Cowoperatibn'Spécial'Aécduht
of his Organization had become chronic due to the following factors: (a) the |
looatioh of the Obgahization’s'headqua;ters resulted in a relétivély high cost;
(b) currency fluctuations over tﬁe last éecade had been mostly‘unfﬁvourable with
regard to support costs received in US dollars; {(c¢) the absence of a tochﬁical
co=operation brogramme financéd by the rcgular budget; and {(d) the success of
the Organization in programme delive?y had taken it abo?e tﬂé flexibility
provisions applicable to smaller organizations. He highlighted the decline in
programme deiivéry in recent years which had contributed‘adveréely to the deficit.
10. In their review of ﬁhis matter, mémbers cxpressed some understanding of ITU's
difficQICV. Most members; howévef, expréésed tﬁé view that it was not UNDPis
role to nmeet the totality ofvan ofganizationys support costs‘reqﬁirements and

that thereforc the ITU request could not be supportaed. Some meﬁbérs expressed

the view that the general issue of support costs did not need to be reopened at
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his stage and that the support cost provisions contained in decisions 80/44 and
1/40 were detailed and comprehensive and should not be renegotiated. Several
embers felt that even if an exception in favour of the ITU’s request were to be
onsidered, the effect of creating a precedent of this kind would be detrimental

o the whole issue of support cost. Therefore, while understanding ITU's

roblem, members did not consider it possible to respond favourably to this request.

Recommendation of the Committec

1. Following the discussion of these subjects, the Budgetary and Finance
ommittee recommended that the following decision be adopted by the Governing'
buncil at its thirty-first session:

The Governing Council,

Having reviewaed the report of the Administrator on the review of the

‘inancial situation in 1983 (DP/198%/53), including the request made by ITU for

in additional support cost reimbursement, and

Taking into account the observations and comments made by its members

“hereon,

(a) Takes note of the steps being taken by the Administrator to ensure that

the level of programme delivery is consistent with existing and projected resource
availabilitys
(b) Expresses satisfaction at the prompt payment of pledges by many
jonors and urges all Governments to continue making such payments as early in
the year as possible;
(c) <Calls upon all Governments to increase their voluntary contributions
to the Programme on a more predictable, continuous and assured basis; and

(d) Decides that support cost reimbursement to executing agencies, including

ITU, should continue to be made in accordance with the provisions of Governing

Council decisions 80/44 and 81/40.
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Rabporteur: Mr. Misuel Angel ORTEGA-NALDA (Mexico) .-
Chapter V. FINANCTAL, BUDGETARY AND ADMINISTRATIVE MATTERS:
D. Irust funds

1. Trust funds established by the Administrator, 1953

1. F&g'gﬁs consideration of item 9 (d) of the Council's agerida, the Committee

nad before it a report of the Administrator contained in document DP/lQ 34169 .

2. The Assistant Administrator, -Bureau for-Finance and Administration, introduced
the report bsttétihq that tﬁe document followed the same basic Format iin which the.
reports had been prepar d in DPQJIOUQ years: namély; a narrative description of -

each fund established during the yezar together with an annex presenting the

1

significant featuras of =ach trust fund in tabular form. He described briefly ths™
nature of the trust funds established on behalf of UNDP itself, on behall of UNCDF,

and on baHalf of UNFSSTD. The Assistant Administrator informsd the Committee that

in keeping with UNDP financial regulation 5.1, the document had beeén submitted for -
review to ACARQ which had noted, without further comment, the information contained

in UNDP's report.

GE.B456247T75
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3. The Associate Administrator, in line with a commitment he made in 1983 to the
Committee regarding the USSR/UNDP Trust Fund established in 1982 for training in
the USSR of specialists from developing countries introduced annex 1I to

document DP/1984/62 which contained detailed information on this trust fund. He
stated ﬁhat the fund was used exclusively for training in the USSR of specialists
from developing countries in areas of activities for which it had been determined
that particularly suitable facilities were available in the USSR. The fund was not
used for the procurement of equipment or any other services for which international
bidding procedures_would normally apply. The Associate Administrator stated that |
all the convertible currency needs of the projects financed from the fund had come
from the fund itself. Each training project had beeﬁ formulated by the

United Nations‘agency concerned and had been appraised by‘UNDP in accordance with
UNDP's normal procedures. The Associate Administratof concluded by expressing
satisfaction that the trust fund had provided significant assistance to training

in the USSR of specialists from developing countries in several important fields of

national development.

Summary of the discussion in the Committece

4. Members first considered the USSR/UNDP Trust Fund for training in the USSR.

A number of members expressed the view that the contribution to the Trust Fund
represented a tied contribution on the basis that it could only be ﬁsed for‘the
purpose of services from the donor country. Several members further stated that
while it appeared that the Committee was confronted with a problem of definition,
théy considered contributions in non=convertible currencies as self-tying by nature.
One delegate asked clarification as to whether all administrétive costs incurred

by UNDP in the management of this Trust Fund were covered by the convertible portion
of the contribution to the Trust Fund. Another delegate stated that the Trust Fund
in question represented a contribution that was supply-side dominated and thét in

this regard the provision of technical assistance should be dominated by the demand
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and need for assistance and not by the supply and availability of certain assistance.
The delegate sought further information on future plans envisaged for the Trust Fund
and on the specific criteria that were applied in identifving and choosing training
programmes. Members agreed that while they were reviewing the issue as a matter of
principle, the Administrator had not gone beyond the relevant Financial Regulations
and Rules.

5. One member, supported by others, stated that the subject had been discussed

at length the previous year and his delegation's position had been stated in detail
at that time. He said that the demand for training was high and thazt his country
did not have suffiéient funds to meet that demand; therefore, he went on, the

Trust Fund was not”éupplynside dominated but responded to requests for assistance.
In this sense, it was the demand that was creating the need. He stated that the
purpose of the Trust Fund was to assist the developing countries and to help them
train personnel.

6. Members then considered the rest of the report of the Administrator. One
‘member considered that it would be helpful to include in the document in future
years a column containing total project amounts.:® Several other members required
clarification concerning the United Nations Emeérgency Operations Trust Fund (UNEOTE).
One member requested information regarding the criteria for selecting beneficiary
countriaes and another asked about the arrangements being made concerning support-

cost reimbursement.

Response of the Administration

7. The Associate Administrator responded to questions concerning the

USSR/ﬁNDP Trust Fund. He referred to the oxtensive debate at the Council's
thirticth session and to decision 8%/33 which took note of the Administrator's
previous report (DP/1983/49) and which reguired him to provide ecach year, detailed
information on the trust funds established by him. Furthermore, he referred to

the Administrator's Guidelines on the Establishment of Trust Funds, specifically
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:ircuiated to members last year, in which it was stated that the Administrator could
LCéépt trust funds with a currency that is not fully convertible provided the
idministrator determined that the currency could be used for the purposes of the
.:rust fund. The Associate Administrator stated that the training programmes had
een désigned by the executing agencies in response to actual needs. The needs

iere greater than those being met from IPF resources. He considered that a resource
vas therefaore being made available to meet needs that otherwis¢ could not have been
net; The Associate Administrator reiterated that the contributions to the

JSSR/UNDP Trust Fund could not be shown as a contribution to UNDP's general
resources. Régarding administrative costs, he stated that all legitimate convertible
surrency costs had been met from the Trust Fund and to the extent that any
additional idéﬁtifiable costs existed at headquarters, these also would be charged
to the Fund. Regarding the future of the Fund, the Associate Administrator
considered that beyond present commitments, a decision in this respect lay in the
first plaée in the hands of the donor concerned and of the Committee.

8. The Assistant Administrator responded to questions raised on the rest of the
report. He stated that the administration would attempt, if logistically possible,
to include a total project amount column in the report next year. Regarding

the UNEOTF,‘he stated that the eligibility criteria had been established in.

the Second Committee of the General Assembly before the transfer of funds and that
full consultations had taken place with the Office of the Director General for
Development and International Economic Co-operation. Regarding support-cost
reimbursement, these had also been the subject of discussion at the

General Assembly and other discussions had subsequently taken place between UNDP and

the agenciés.

Recommendation of the Committee

[To be issued subsequently)
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Chapter V. FINANCIAL, BUDGETARY AND ADMINISTRATIVE MATTERS (continued)

D. Trust funds

1. Trust funds established by the Administrator, 1983

Annex

Recommendation of the Committee

Following its consideration of this subject, the Committee recommends that the
Council adopt the following decision:

The Governing Council,

Having considered the report of the Administrator on trust funds established

by him in 1983 (DP/1984/69), as well as the information provided orally by the
Associate Administrator and the Assistant Administrator, Bureau for Finance and
Administration,

Bearing in mind the views expressed thereon,

GE.B84-63069
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1. Takes note of the report of the Administrator (DP/1984/69);
uh%$p_xﬁsgq¢§F§4phe Ad?iéistrator to provide the Governing Council each year
with comprehensive and  detailed information on the trust funds established by him,

as well as on the individual projects financed from such trust funds.
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Chapter V. FINANCIAL, BUDGETARY AND ADMINISTRATIVE MATTERS

E. UNDP financial regulabions

2. Guidelines for the procurement of ecuipment, supplies and services

1. TFor consideration of one of the questions under item‘9(e) of‘the Coﬁncil's
agenda, the Committee had before it a Note by the Administrator (DP/1984/59)
which provided information on the’background to this issue. |

2. The Assistant Administrator, Bureau for Speciél Activities (BSA), introduced
the item and provided updated information on the progress achieved since the
preparation of documert DP/1984/59.  He informed the Committee that the analysis
of information from agencies on their procurément policies and procedures,
provided in:response to a detailed questionnaire sent to them, had proved far
more complex than. initially envisaged. Furthermore, many agency replies to the
questionnaire had beer delayed, also reflecting the complexity of the iésue toﬁ

all concerned. These delays prevented the Inter-Agency Working Group on
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I'rocurement (IAPWG), which met in April 1984 in Copenhagen, from holding a
comprehcnsive discussion on the issue of possible unification of procurement
vrcceGures. Nevertheless, preliminary discussions held at the meeting resulted
in a consensus that the unificstion of procurement procedures was welcome,
desirable and necessary in She long-term interest of increasing transpareuncy of
United Nationn nrocurement systems as a whole., This recognition was coupled
with acknowledgament that some differences in rules and practices would continue
o etist even after greater univication was Introduced, in part due to the size. ..
of procuremert, tochrnical areas of compebtence and other operational requiréménts.
The TAPWG, he went o, déu:ignated a sub--working group which had as its

objective the preparai.ion of sreciflic recommendations on the issue of
urification of »rocuremeni systems to be submitted to the next IAPWG.

3.  FHe stressad that the iesﬁes of equitable geographic distribution of
procurement and anternstionsl cempebtitive bidding were discussed at considerable
length af “he I:TdG. Ths Worxking Group, while stressing the importance of the
nrinciple of iunternaticnal competitive bidding, recoguized that certain majoxr
drnoxa and ceriain developing countries had the right to expect increased
precuzement n thelr countrics- In this counection, there was agreement that

pu)

reasures ort activities shruld te underteken -“ich would provide better

5

re

spnorturities for procurement from these countries. He highlighted some of the
“ozdnte epccuntered in the past in encouraging procurement from these majér
Aonors, duch o7 high manufachuring costs, inappropriate technology, language
provlens, produstion omiented tovoards traditional markets, and a lack of
cxperience ith the United Waltions procurement process.
4. The I:lerAgevcy Procurtersnt Service Unit (TAPSU) was embarking on a
yrogramms o inrther sbtuday cuch L-sues in en effort to overcome the difficulties.
furtheracrs, the recen’ movements in currroncy parities had resulted in a marked

alvansage for thoce countmics. In addition, some o these countries had been
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acaquiring new experience regarding the needs of developing countries, all of
which gave séme indication of possible improvement in the balance'of‘procurement.
5. Concerning opportunities for developing countries, the Assistant
Administrator reported that UNDP was reviewing a report prepared by a consulténf
whose missicn was to explore the problems which United Nations organizations
vere enc@untering in their efforts to enoouragé a greater participation of
suppliers from deveioping countries in the bidding précess. A draft pilbt
project, still under consideration, would permit a focus on several develdping
countries aﬁd,iin co-operation with.theif ﬁéfional export promoting organizations,
identify products suitable for procurement by United Nations organiéations.A
Should this study prove successful, the results would be disseminated to
United Nations agencies for their use. |

Summary of the discussion in the Committee
6. Members of the Committee expressed their appreciation for both the written
report aéiwell as the comprehensive oral presentation made by the Assistant |
Administratpr. Members in general expressed their satisfaction in noting that
it appeared that Progress was being achieved invthé efforts to unify the
procurement procedures of United Nations agencies, even though, as some
remarked, such actionlwas being taken with considerable delay since the time
when the Governing Council had first reguested that action be taken., Several
members emphasized that although in his statement the Assistant Administrator
highlighted the determination of Tnited Nations organizations to brovide for mory
transparency in their procurément gsystems, this did nof appear evident in the
provisicn of information and statistical data on procurement, even though these
delegations had repeatedly reguested in the past considerably more informationbo
the subject. One member remarked that while his Goverﬁment understood thek
complexity of the issue, which was due largely to the fact that UNDP needed to
get the informatiop frgm.executing agencies,:no similar diffiouities in obtainin

information were being eucountered from other multilateral organizations. He



DP/1984/BFC/L.2/Add. 4
page 4

Te Seyeral membérs recognized that developing countries had legitimate
e#pectations.of obtaining inputs which were compatible with technicél
requirements at the best possible price and with properly guaranteed servicing.
This could be assured through the process of international competitive bidding;
Several members stated that this principle was not in conflict with the principle
of equitable geographic dlstrlbutlon and that the two pr1n01p1es could be
properly combined to provide the best possible results in procurement for
recipient developing countries. One member, supported by some oﬁhers, propbsed ‘
%hat in addition to thése two principles a third éne needed fdrmallrecognition
and appreciafion: that preferential freatmént should be accorded to procurement
from developing countries. However, several other members expressed their
opinion that in this general context the sole priﬁciple that had to be maintained
wag that of international competitive bidding and they did not consider that this
principle could be merged with that of equitable geographic distribution.

Efforts to combine these two conflicting principles woﬁld be to the detriment of
international competitive bidding. In dealing with these issues, most members
remarked with satisfaction that the approach outliuned in paragraph 7 of
DP/1984/59 was correct and could help in achieving progress. The paragraph in
guestion stipulated that a set of.practical measures on procurement could assist
in achieving A more equitable geographic distribution of procurement. The
paragrqph listed several such possible measﬁres. Other members expressed the view
thét formal measures to ensure moie equitable geographic distribution,
particularly from developing countries, would be preferable, but recognized the
dlfflcultles 1nv01ved in promhlgatlng them and therefore accepted the premlse of
the paragraph noted above.

8. The encou:agement of procurement from developing countries was further dealt
_with by many members. Several emphasized that suppliers in those countries did
Jﬁot‘have éufficienﬁ knowledge of United Nations organizations' procurement

systems and were therefore hampered in any efforts they were likely to make.
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Furthermoré, transparenéy'was not evident to suppliers in these countries.
Availability of business opportunities did not reach them on time and therefore
they could not participate in the bidding process. Apart from price preferential
treatment advocated by some, other issues needed to be addressed in order to
obtain a far greater volume of procurement from developing countries. Some
members remarked that developing countries had relative advantage in certain
areas and fheée could be explored for better results.
9. The importance of dissemination of information on business opportunities
was repeéfedfy emphasized by members as en essential tool needed to ensure the .
highest possible participation of potential suppliers in bids.: Some thought that
the practice of short—liéting of suppliers, although recogrnized as a legitimate
business practice, éould, under certain conditions prevent many suppliers from
having a fair opportunity and this process could be used in an. 1mproper manner
by organizations of the United Nations system.
10. A'Qaffety of other issues were raised by members. One member, supported by
another, remarked that his delegation requested last year the results of the
study on agencies' procurement practices. He questioned whether the agencies -
had objected to providing this information and enquired whether his delegation
could be assured of receiving the results. The same member requested information
on the major donor countries where procurement'was rather limited. Another
member noted that the comparisons of contributions versus rates of return to the -
donor country in business opportunities, as referred to by some, was not
helpful, since if carried far could vegult in the provision of inputs to
developing countries under conditions which were not necessarily the best
obtainable. One member underlined the importance of geographical distribution
vis-3-vis international competitive bidding and remarked that a recent study showed
that most of the procurement was given to suppliers from a limited rumber of

countries, who seemed to always have early information on business opportunities
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ond. lobbyists to represent them., Other members did not consider this to be the
case and stated that sufficient time was given to all potential suppliers to make

their offers.

11, The Assistant Administrator, Bureau for Special Activities, in his response
sssured the Committee that note had been taken of the comments and observations
nade, which would guide the Administration in its future work on the gubject.
yhile he agreed with those delegates who suggested that clear rules on
procurement would be preferable to a set of practical measures, he reminded the
Jommittee that UNDP was not in a posiition to enforce such rules,

12, He reiterated that the information available on agevcies' procurement
practices was still being analysed and could not as yet be provided to

interested delegations. He stated that agencies did not object to providing the
relevant information to Govermmeunts and that UNDP thought it was possible to make
available to interested Govermments analysed information which could be of both
interest and utility. He reiterated that the delay in analysing the returms of
agencies' respouses to the guestionnaire on procurement practices was due to

(a) late responses because of the complexity of the issues reviewed, and

(b) the need to compile and analyse information from 28 different sources. He
defended the principle of short-listing, which was necessary as it was not
practical to. invite every potential supplier without making the process too
costly. On the other hand, he recognized that procurement officers were not
always familiar with every potential supplier and hence the importance of concrete
efforts to identify sources of supply and to mske rosters more comprehensive and
complete., He informed the Committee that some developing countries were taking
the lead in informing United Nations organizatiouns of what was available in their -
countries and expressed the hope that other developing countries would take
similar steps. He informed the Committee that developing countries, like all

AT o vt and e 1Tl A ATRE e Ay T Aemad S A A i ad macaa Artertiing F49 o et oh
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13, The Assistant Administrator, Bureau for Finance and Administration, referring
to the issue of preferential treatment to be accorded to procurement from
developing countries, mentioned a Governing Council decigion adopted at its
twenty~fourth sessionl/ which permitted such preferential treatment provided the
recipient country agreed to bear the higher cost and provided the equipment was

indigenous.

Recommendation of the Committee
14. Following the discussion of this subject, thé Budgetary and Pinance
Committee recommended that the following decision be édopted by the Council at
its thirty-first session:

The Governing Council,

Having considered the note by the Administrator on guidelines for the
procurement of equipment, supplies, and services (DP/1984/59), as well as the
oral information provided by the Assistant Administrator, BSA,

(a) Notes with appreciation the efforts and actions undertaken by UNDP in
co~operation with agencies, to ensure more equitable geographic distribution of
" procurement by means of practical measures, and greater harmonizatién of
procurement procedures of executing agencies;

(b) Requests the Administrator to coutimme his efforts in this respect;

and.

(c) Further requests that the Council be kept informed of significant

developments in this regard.

1/ B/6013/Rev.1l, para. 525.
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Corrigendum
Replace existing paragraph 14 with the following new paragraph 14.
14. TFollowing the discussion of this subject, the Budgetary and Finance Committee
recommends that the following decision be adopted by the Council at its
thirty-£first session:

The Governing Council,

Having congidered the note by the Administrator on guidelines for the

procurement of equipment, supplies, and services (DP/1984/59), as well as the
information provided orally by the Assistant Administrator,

(a) Notes with appreciation the efforts and actions undertaken by UNDP in
co~operation with agencies in order to reach greater harmonization of procurement
procedures of executing agencies based on the principles of international

' competitive bidding and equitable geographic distribution:
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(b) Requests the Administrator to continue his efforts in this respect,
inter alia, by means of developing practical measures and by making available
to the Council for consideration at its thirty-second session the analysed
results of the study on agency practices; and

(¢) Purther requests that the Council receive a report on developments in

this regard at its next session.
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Addendum

Chapter I. MATTERS REFERRED TO THE COMMITTEE BY THE PLENARY

' K. Action taken in response to Generay,Assémbly resolution 37/228
1. For its consideration of the financial aspec£s of one of>the subjects under -
item 10 (b) of the Council's agenda, the Committee had before it for consideration a
report by the Administrator contained in doocument DP/1984/65. Thq Associate
Administrator ‘introduced the report and referred to an administf;tivé;oyersightvon
the part of UNDP which had precluded it from responding promptly to thevfgquest by
the Secretary-General to take the lead role in dealing with Genéral Assembly
resolution 37/228,‘R01e of qualified national persomnel in the social and economic
development of developing countries, of 20 December 1982. Nevertheless, following a.::
detailed analysis of the action required under the provisions of the resolution, it
had been determined that the scope of activities was so broad that significant action

’ could not be undertaken without-additional resources. In this connection, the -

Agsociate Administrator reported that the Second Committee of the General Assembly

GE..84-62512
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ad not been advised of the financial implications at the time it had adopted the

‘esolution, It wés now for the Council to decide whether to authorize the expenditure {

£ %he’es%imated $100,000 required to implement resolution 37/228, or to refer the
wtter back to the General Assembly for further consideration and clarification.

Summary of the discussion in the Committee

>,  Several members of the Committee registered varying degrees of surprise and
>onfusion with respect to the situation as outlined by the Aésociate Administrator.
fhey gtated that they were not clear as to the role of UNDP, While recognizing fhat
resolution 37/228 would have to be implemented, they expressed uncertainty as fo how
and by whom. It was suggested that clarification be sought from the Generay Assembly
itself in this respect, ‘as well as with regard to the actual financial implications
involved.

3.  Other members stated that the estimated @100,000 required to carry out the
relevant act1v1tles embodled in resolutlon 37/?28 should be allocated from Sp601a1
Programme Resources. since great importance -as qttached to the analy51s of the
collective experience of countries in the area of human resources developrent and
international co-operation in trainirg qualified persomnel of developing countries.
One member stressed the importance of thevdgyelopment Qf human resources, especially
in the context of TCDC, and drew the Adminisirator's aﬁtention to this fact. Another
member, moreover, stated that if the required financial resources were nqt allocated,
the issue should revert to the General Assembly for consideration of the financial
implications.

Resyonge of the Administration

4. . Responding to the discussion, the Associate Administratér emphasized that the
Administrator was upder the autho?ity of the Seoretary~General and thaf»the task of
implementing the resolution had been assigned ©o him by the Secretary—General. VIn the ‘
present instance, however, it was apparent that the Second Committee had not considefed ‘

the financial implicaticnz attendant upon the implementation of resolution 37/228 and

add
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that, possibly, the Second Committee had taken action on what might have been
congidered as somewhat less than the best advice., The Agsociate Administrator also
referred to the report of the Administrator (DP/1982/9) prepared in response to
General Assembly resolution 35/80 of 5 December 1980 on the same subject as

resolution 37/228., In that report, the Administrator had recommended that the various
United Nations specialized agencies should respond to questions relating to the
training of qualified personnel in the areas of their respective sectoral competences.
5. The Associate Administrator concluded by acknowledging that UNDP had inadvertently
contributed to the delay in implementing resolution 37/228 and that the Programme
would not shirk any responsibility assigned to it by the Council, the General Assembly
or the Seoretary-General. His major concern at present was that action be undertaken
in the most efficacious and cost~effective way possible.

Recommendation of the Committee

6. Following its consideration of this question, the Budgetary and Finance Committee
recommends that the Council adopt the following decision:

The Governing Council,

Having considered e report of the Administrator contained in document DP/1984/6E

concerning General Assembly resolution 37/228,

Noting that the Secretary-General of the United Nations has designated UNDP as
the lead agency for the implementatién of resolution 37/228,

Noting further that the Administrator is not able to implement the resolution
without financial implications affecting programme volume,

Congidering that UNDP ig unable to implement the resolution from its available
resources,

Requests the Administrator to inform the Secretary-General of the United Nations

'of its view accordingly.
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Addendum - °
Chapber TII. OTHER FUNDS AND PROGRAMMES
C. UNSO: alternative ways and means of financing

the UNSO-UNDE/UNEP joint venture beyond the
' 1984~1985 biennium

1, For its consideration of item 8 (£)(iii) of the Council's agenda, the Committee
had before it document DP/1984/51 and corrigenda 1 and 2 deaiing with alternative ways
and means for finarcing the UNSO-UNDB/UNEP joint venbure beyond the 1984-1985 biermium.
2. Tﬂe Director of UNSO, in intrbduéing the subject, briefly outlined the circumstanc
which led to the establishment of the UNDP/UNEP joint venture in 1978 following
General Assembly resolution 32/170 and Governing Council decision 25/10. “He “stated

that the number of countries served by UNSO under its desertification control mandate

‘had risen from 15 to 21, with 2 countries, Ghana and Togo, haVLng been added to the’

1lst by de01s1on 12/10 of the UNEP Governlﬁg Council held in May of this year. During
the prepardtlon of the report now before the Committee, various pOSSlbllltle° “for

financing ﬁﬁé joint venture beyond the present biennium had been examined by the

GB.84-62550 .
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dministrator, in close consultation with the Executive Director of UNEP, Por the
eagons elaborated in the document it was concluded that none of the options, apart
"rom the one appliéd éﬁrrently, represented a viable means of supporting the joint ‘
renture. The :dminigtrator was therefore recommending to the Council that the current
system of financing the joint venture should continue to apply. This called for the
yrogramme support budget to be funded from the regional IFFs for the African and the

rab States regions on a pro-rata basis. The Administrator indicated that, accordingly,

36 per cent of UNDP's share would be financed from the regional IPF for Africa while the
yalance of 14 per cent would be financed from the regional IPF for the Arab States.

mis ratio was baged on the number of countries served by UNSO that were coveréd by the
egional bureaux for Africa and the Arab States. As regards the institutional support
sudget, it was proposed that this continue to be funded from the administrative budget

on the basis that the elements comprising the ingtitutional support budget were similar

;0 those of UNDP's own administrative budget. The Director of UNSO drew the Committee's
ttention to the fact uhaf as a roqult of flnan01a] constraints experlenoed by UNEP

from 1982 onwards, three approved post on. UNSO's mannlng table had had to be reduced. ‘
le further 1nformed the Commlttee that whlle UNSO was thus far managing to operate under
this limitation by the redistribution of responsibilities among its ex1st1ng staff,

t was obvious that this situation, paxticularly in view of the dlmens;ons of the

oroblems of desertification in Afr?qa and the addition of Ghana ané Togé to UNSO's

nandate, could not be maintained on a 1ong~term basis, and that addifional_résouroes

rere required. ‘ _ | ‘

3o The Direotor oi UNSO gtated that the Administratqr>héd recently been‘iﬁformed by»the
ixecutive Director of UNEP that as a result of UNEPR!'s flnan01a1 congtralntu, the 1ev§1 of
resources likely to be made avallable to the JOlnt vonture for 1980—19 7 would be equal
T similar’toltbqt provided for 1984-1985. This would constitute a net redﬁotion in

{

\dministrator had taken note of UNEP's intention and had informed the Executive Director ‘

real terms. In this connection, the Director informed the Committee that the

»f UNDP's intention to provide a similar amount for 1986-1987, subject to the Council's

- « e C eme e aw e e en Y delm s maamamar~vads AT AT S 79T
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4, In conclusion, the Director of UNSO expressed'thefhope‘that, taking into account
the need to increase efforts in combatting desertification which continues to intensify

' in Africa, additional resources would be made available to the joint venture of UNEP
and UNDP and that it would be possible for the Committee to endorse the recommendations
of the Administrator contained in the report.

~

'Summary of the digcusgsion in the Committee

5. Members expressed their appreciation to the Director for his introduction of the
report and for highlighting the problems of desertification and drought in Africa.
Several members emphasized the contimuing and increasingly critical situation
experienced by the countries of Africa in their efforts in combatting desertification.
One member noted that UNSO was the only institutional mechansim existing in the
United Nations system for combatting desertification and drought in Africa, and that, i
view of the deteriorating situation, the Economic and Social Council had decided %o
highlight the problem this year. Several members expressed support for the efforts of
' UNSO and recommended that additional resources be made available to the joint venture.
Several members supported and recommended approval of the conclusions of the report.
A few members expressed concern for the financial viability of the joint venture in
view of the absence of any information' regarding the future plans of UNEP, One member
underscored the importance of technical assistance to the region and stated that as the
repdrt before the Committee did not demonstrate any other viable poséibility, the
present system of financing should continue. Several members stated that while their -
Governments continued to support the countries in the Sudano-Sahelian region, they
were obliged to pose a few:questions to the Administrator. In particular, why were
the programme and institutional gupport budgets of the joint venture practically at
the same level? What was meant by programme support and the statement .in paragraph 12
' of document DP/1984/'531?. As UNEP!'s share of the joint venture was financed from the.
Fund for the Bnvironment, which is-a voluntary fund, while UNDP's contribution was

’ financed from regional IFFs, did that mean that the Committee might find itself in a
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imilar.position as last year when UNDP had to finance a deficit in the joint . venture?
hat. would be the effect of a decrease in UNBP's contribution? VWhat had happened since
a3t year when the Council authorized an over-cxpenditure in the regional IFFs for - ‘
frica for financing UNDP's share of the programme support budget?

Responge of the Administration

N In responding to the questions raised, the Director of UNSO stated that, as was
eflected in paragraph 109 of the 1983 report of the Budgetary and Finance Committee
:DP/1985/73), the lcvel of the igstitutional support budget was carefully reviewed and -
eflected the costs associated in administering the entirety of UNSU'g desertification
ontrol mandate., The institutional support budget of the joint venture was used for
inancing, in part, the administrative costs of UNSO's headgquarters staff and the entire
.osts of the UNSO regional office in Ouagadougou, which was responsible for covering

11 the 21 countries in the Sudano-Sahelian region. The amounts shown in the report

ow before the Committee for the institutional support budget, therefore, reflected

the decision of the Governing Council. As regards the programme support budget, the
resources made available under this heading were used mainly for financing missions for ‘
roject identification, formulation and development in the Sudano-Sahelian region

nd were basically "seed" money essential for generating additional funding required

for combatting desertification., With respect to fubure levels of financing of UNEP's
share of the joint venture, the Director of UNSO informed members that at the recently
~oncluded session of UNDBP's Governing Council, there had been widespread support
sxpressed for UNSO's efforts at combatting desertification in the region. In light

»f this and the addition of Ghana and Togo to UNSO's mandate, the Director of UNSO

rad discussions with the UNEP Executive Director regarding the possibility of

additiqnal resources being made available to the joint venture. While no formal
lecision had yet been made, the Director of UNSO expressed his. confidence that UNEP
sould increase its contribution to the joint venture. With respect o the past deficits
7hich. several members had referred to, the Director assured the Committee that the”mattéi‘

rad been satisfactorily resolved and that the shares of UNDP and UNEP werc now in balance.
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7. The ‘igsistant Administrator, Bureau for Finance and Administration} responded to
the question of the over—expenditure in the Africa region IPF used for financing UNDP's
share of the programme support budget and explained that this was the result of
borrowing in the second cycle from the third cycle. He stated that a report
(DP/1984/20) was before the Council requesting it to give the Administrator the
aufhority to borrow from the fouxrth cycie on the understanding'thai-fhis borrowinngas
weli within the amount expected to be allocated for the fourth cycle., The problem
would therefore be resolved in the fourth cycle. Responding to the. question of the
impact of UNEP's reducing its sharc of support to the joint venturé, the Assistant
Administrator stated that since the Governing Council had ‘decided that UNDP's share of
the joint venture should be exactly cqual to that of UNEP, this would mean a
corresponding reduction of UNDP's contribution to the joint venture. Ie further
stated that, while it was cumbersome to have resources of the joint venture dependent
on autonomous decisions of two separate governing bodies, this was the reality that
UNSO faced and was left with little ohdice in the matter. On the gquestion of why
UNDP's contribution to the institﬁtional support budget was funded from the
administrative budget, the Assistant Administrator said that this had historically
been the case and tho administration saw no reason to question the use of this source
for such funding. Responding to the question raised by one member, the Assistant
Administrator explained that the Director of UNSO reported directly to the Administratc
and UNSO was thus considered part of the Office of the Administrator.

Recommendation of the Commitice

8. Following its discussion, the Budgetary and Finance Committee recommends that the
following decision be adopted by the deerning Council at its thirty-first session:

The Governing Council,

Recalling its decisions 80/45, 81/4, 82/26, 82/23 and 83/25 concerning the
inmplementation of the Plan of Action to Combat Desertification in the Sudano-Sahelian

Region,
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Conscioug of the need for the speedy implementation in the Sudano-Sahelian region
>f the Plan of Action to Combat Desertification, particularly in view of the current
situation affecting these countries,

Recognizing the crucial role of the United Nations Sudano~Sahelian Office in
tmplementing the Plan of Action in the Sudano-Sahelian region,

Furﬁher recognizing the need to channel assigstance to the Sudano-Sahelian countries

n an increasing and assured basis to enable them to effectively combat desertification,

Having considered the report of the Administrator (DP/1984/51 and corrigenda 1

and 2) on the alternative ways and neans of financing the UNSO-UNDP/UNEP joint venture

oeyond the 1984-1985 biennium,

(a) DNotes with satisifaction the provisions that have been made by the

Administrator of UMDP to ensure that the costs of UNDP's participation in the
UNSO—UNDP/UHEP joint venture for 1984-1985 are fully secured despite the tight resourse
situation of the regional IPFF;

(b) Notes that the Administrator of UNDP, in consultation with the Executive
Director of UNEP, has examined in detail the alternative sources of financing the
UNSCLUNDP/UNEP joint venture beyond the 1984-~1985 biennium;

(o) Pndorses the Administrator's recommendation that, pending the identification
and availability of alternative sources of funding, the UNSO-UNDR/UNEP joint venture
continue to be funded from the regional indicative planning figures for Africa and for
the Arab States, and from the administrative budget of UNDP; and

(a) Regueéts the Administrator of UNDP to continue to co-operate with the
Executive Director of UNEP and to ensure that additional resources are made available
in the future under the UNSO-UNDR/UNEP joint venture, to the countries of the

Sudano-Szhelian region in their efforts to combat desertification.
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B. Progress report on the TCDC_Information Referral System (INRES)

1. For its consideration of one of the questions under item 8 (d) of the
Council's agenda, the Committee had before it a progress report of the
Administrator on the TCDC Information Referfél System (INRES) (DP/1984/48). 1In
his introductory statement, the Associate Administrator pointed out that while
the system had been slow in starting up due to the complex nature of the task of
data-gathering, recent progress had been more significant. He further referred to
the second issue dealt with in the progress report: the re-orientation of INRES
to the requirements of the Multi-Sectoral Information Network (MSIN) envisaged by
the TCDC meeting held in Tunis in October 1982. 1In this connection, the
Associate Administrator stated that the Group of 77 was currently engaged in
planting and pre-feasibility considerations of MSIN and that UNDP was not yet
involved. In the meantime, UNDP had reviewed the scope and coverage of a number

of other information networks, many also supported by UNDP, and had found some
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overlap in the coverage of these systems. The Administrétor had therefore
directed the Central Evaluation Office to undertake an evaluation of all global
and iégionai information systems supported by UNDP.
| Summary of the discussion in the Committee
2. In the following discussion, several members commended UNDP for the
frankness of the report. It was pointed out that overlap in project coverage was
not unknown in other organizations but it was more unusual that anything was done
about it. UNDP was particularly commended for its efforts to try to elimiﬁaté
these overlaps. |
Recommendation of the Committee

3. The Committee recommends that the following decision be adopted by the
Council: | | h

The Governing Council,

Takes note with appreciation of the report of the Administrator (DP/1984/48)

on the progress of the TCDC Information Referral System (INRES).
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. ' Chapter V. FINANCTAL; BUDCETARY AND ADMINTSTRATIVE
MAT”ERS (contlnued)

’ C. Extrabudgetary Tesources

1. Tor its cons1dera£10n of agenda item 9 (o), the Commlttee had before 1f é réport
of the Administrator contalned in dooumenﬁ DP/1984/55. ~The Ass1stant Admlnlstrator,'
Bureau for Finance and Administration, intréduced the subjeciAby reéerringvtbvﬁhevv
origing of the document under dlscu831on. | o |
2, At the thirtieth session of the Governlng Coun01l a rather 1ong exohange had
taken place in the Budgetary and Flnance Committee, in partlcular w1th one delegate,
on the deflnltloﬁ and nature of extrabudgetary resources.» As a result of that
exchange, decision 81/31 had requested uhe Admlnlstrator to review the deflnltlon;v
origin and use of admlnlstrstlve exnendltureu prebently labelled as extrabudgetary
’ resources with a view to determlnlng how muoh resouroes should be presented in the
. budget for the biennium 1986-1987. The document ‘opfore ‘the (‘omm:Lttee had attempted
to be responsive to the spirit of last yeer's discussion and decision by presentlng

e el wmtrs o atr AR +ae coancant of astrabudoetarv resourcaes.
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3. The Assistant Administrator noted that the Advisory Committee on Adwministrative
and Budgetary Questions regarded the paper as information for the Council; since it
did not contain any new information, ACABQ 4id not consider it necessary to comment
on it.

4. The Assistant Administrator then briefly described the contents of the
document: the opening pages related the origin of the concept of extrabudgetary
resources to the development of a multiplicity of funds and programmes under the
authority of the Administrator. The concepts of core and non-core resources and
those of budgetary and extrabudgetary resources were explained, as well as how |
these concepts enabled the Administrator to maintain his accountability for the
distinct and identifiable funds and programmes entrusted to him. The paper then
described the four bagic categories of support services that related to
extrabudgetary resources. The third chapter of the paper moved on to describe in
detail the historical development of the four basic categories of UNDP
extrabudgetary resources. The paper concluded by'describing,the use and control of
these resources. Regarding the use of these funds,vannexes 1 - 4 to the document
gave a detailed account of the Jééé foriﬁhich”éktrabudgétary resources were
required. With respect to the contrei of extrabudgetary resources, the saﬁé
administrative proqedures and sfringent criteria were applied as those relating’to.
the establishment of budgetary resources. Full justification based oﬁ eétimated
workload was required before any extrabudgetary resourceé were established., In
addition to this, the authoriiation to use the resources was conditional on the
extrabudgetary income having been made available. |

5e Regarding the presentation of the budget for the 1986-1987 biennium, the
Administrator was proposing one teohnicai change which‘was described in

paragraph 38 of the document. Otherwise, thekAdministrator, bearing in mind the
comments thathbABQ had méde last year, proposed to present the same format as

for thev1984—1985'biennium.
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Summary of the discussion in the Committee

6. Many members expréssed appreciation for the report and for the

Assistant Administrator's oral pregentation. Members commented that the péper:had
been useful in explaining the concept of extrabudgetary resources,

7: One member, supported by others, considered the term éxtfabudgetary to be an
anomaly in the context of UNDP where fthere was no assessed budget and all reéources'
came from voluntary contribufiohs; In this sense thege members considered that there
was a clear aistinctién to be made between procedﬁres in the United Nations and UNDP.
Tismember went on to state that her delegation did not like the develdpﬁeﬁt of the
oancépt of extrabudgetary fesources in UNDP. She considered that the‘bﬁdget should
gshow the relétions between core and non-core either by budgeting on a gross basis;
that is, charging the full expenditure amount to thé core and then budgeting

the reimbursement as an expenditure item for the non—oére activity and as an income
item forvUNDP, or the budget could be on a net 5asis such that expenditures were
distributed to the proper activities from the beginning. The member felt that a
comparison between bienniums of the ratio between administrative man-months and
man-months in the field would give a clear impression of the direction in whioh UNDP
was headed. She stated, with respect to paragraph'12 of the dodumeﬁt, that her
delegation saw a major probiem as administrative budgets should hot be reduced by
sﬁifting expenditures to the programme budget. The member conciuded by stating that
it was her preference to abolish totally the term "extrabudgetary'.

8. Several other members expressed satisfaction with the presentation Qf
extrabudgetary resources in the document and supported the Administrator!s proposal t
continue to provide the same format in the presentation of the 1986~1987 budget as
for the 1984-1985 budget. One member, supported by others, considered that the paper
explained that the rationale for the concept of extrabudgetary resources of UNDP lay
in the proliferatiom of separate funds which the Administrator was responsible for

adninistering., He stated that the core programme must be differentiated fron these
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funds and that the Administrator must be held accountable for the costs incurred by

each fund. One delegate stated that the definition or 1aﬂe11ing'of the resources in
question was not the important factor and that the use of the concept of ‘
extrabudgetary resources in UNDP was based on an analogous conception in the

United Nations. Several members expressed a desire for a clearer control mechanism on

how these resources were used,

Response of the Administration
9. The Assistant Administrator reifterated the underlying rationale for the concept
of extrabudgetary resources presented in the document. He stated that the concept was
intended in part to show where costs originated and that it was the corollary of
proper cost accounting. He stated that he could envigsage possibly calling these
resources '"special resources" rather than "extrabudgetary resources', but reminded
the Committee that last year's budget presentation had been commended by ACABQ
and that he would feel it highly desirable to consult with ACABQ before making such a
change. Regarding the control of these resources, the Assistant Administrator'pointed ‘I
out that it was impossible for the Administrator to predict all requests for the
provision of services. For example, cost-sharing or agency activities could QF
undertaken, placing an administrative burden on the field offige, for which UNDP would
have to seek reimbursement for the additional work load involved. It would not be
possible for the Administration to consult with the Governing Council each time prior to

providing such services.
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C. Extrabudgetary resources

Annex

. Recommendation of the Committee

Following its consideration of this subject, the Committee recommends that the
Council adopt the following decisions

The Governing Council,

1. Takes note with appreciation of the report of the Adﬁinistrator on the
concept of extrabudgetary resources contained in DP/1984/55; and

2. Requests the Administrator to provide to the Governing Council at its
thirty-second session a concise and comprehersive report on the structure, financing

and interrelation of all funds administered by the Administrator.

5 ,84-62994
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' ' E '~ H.' Sectoral support

1. ' For consideration of item 9(h) of the Counicil's agenda, the Committee had = -
before it d report of the Administrator contained in document DP/1984/64. "
2. The Assistant Administrator, Bureau for Programme Policy and Evaluation,
introduced:the"répdf%'ahd:sﬁated t%at the Governing Council at each of its sessions
for the past nine years had revlbwed and debated the issues concérning sectoﬁal
support.  This reflected the importance the Council attached to this pkoéramﬁé"éndﬂ
the difficulties of‘finding solutioris to its various financial and‘édministrafive'ii
problems. Last yeag in decision 85/399 £he Council had decided ﬁe review the
entire question of sectoral support including its history, rationale and needs as
well as pkopréls'for‘ﬁhé'futﬁreqfinaheiﬁg of the SIDFA’prog}amme bearing in mind th?
future status of UNIDO. To assist in tﬁis review the Administrator had”pfépaﬁédwai'
' report, DP/1984/64, in consultation with UNIDO as concerns the SIDFA programme and w:

the other agencies regarding sectoral support for the smaller agencies.

1w YA S -
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3. The Assistant Administrator further stated that the report reviewed the
history and rationale of sectoral support in paragraphs 1l=5 and documented the
present status of the SIDFA programme in paragraphs 6 and 7. It assessed both

the sectoral support to the smaller agencies (paragraphs 12-16) as well as the
SIDFA programme (paragraphs 17-24). The report concluded that the SIDFA programme
continued to serve a vital function and enjoyed broad support in the developing
countries. However, its financial conditions remained uncertain.

4. He further stated that the General Assembly at its thirty-seventh session
had agreed to provide resources in order to maintain the current level of staffing
taking into accouﬁt‘UNDP finéncing as well as voluntary contributions to UNIDO.
This provided finéncing for.only 9 posts which, together with 19 posta financed
from UNDP resources and 2 from voluntary contributions to UNIDO, brought the total
for 1984 to 30 posts. dﬁléés additional amounts were obtained through the

General Assembly and in response to»thelagpealvto developed countries for
contributions: to UNIDO's voluntary programme, further reductions would have to be
contemplated in 1985 since UNDP's.contribution was for a fixed dollar amount which
may cover only the financing of 15 posts in 1985.

5. The Assistant Administrator indicated that extensive consultations between
UNDP and UNIDO had taken place to arrive at an equitable distribuﬁion of the
remaining SIDFA posts and to ensure maximum coverage with limited resources.

This had been accomplished by taking into account the relative size of the
industrial sector in the countries coverad by SIDFAg; the level of . .development of
these countries; their classification as LDCs; the range of country c§verage;
the expressed. interest of the host Governments including direct and indirect

support towards local cost of SIDFAsm.
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6. The Assistant Administrator referred to decision 83/39 whereby the

Governing Council had authorized an allocation of $4,061,000 for the 1984-1985°
biennium. He pointed cut that the status of UNIDO as a specialized agency was
still under consideration. Even if UNIDO were to achieve this status in 1985,

not enough time would be available to change present financing arrangements

before the end of the present cycle in 1986. Therefore, the Administrator
proposed that an allocation of $2.03 million be made to the SIDFA programme in
1986 in order to guarantee a maximum level of SIDFA services to the developing -
countries within available resources.

7. He said that the Administrator's report dealt with sectoral support to'the
smaller agencies also. Table 1 on page 3 of the report provides the Council with
an overview of how the Administrator has distributed the resources since 1979.

The report assessed in paragraphs 8-16 the results of this relative small
allocation which for 1984 and 1985 amounted to $912,000 per annum.

8. ..The Assistant Administrator referred to paragraph 15 of the report which
pointed out that it might be desirable to use short-term consultant missions
instead of resident advisers for providing sectoral services. Several agencies
used such a more flexible approach while others preferred more permanent arrangemen
Sectoral support to the smaller executing agencies was providing one of the few
resources available to them to respond to government requests for sectoral advice:
Consequently, the Administrator proposed that assistance for sectoral support of
the smaller agencies be extended and that an allocation of $312,000 for 1986 be mad
available for this purpose.

Summary of the discussions in the Committee

9. In the subsequent discussion, many delegates commended the Administrator’'s
report and expressed appreciation for his analysis of the issues. The sectoral
support programme was considered as most helpful to developing countries by

several delegates. They urged continued support of the SIDFA programme as well as
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other sectoral :support..  They .also.supported maintenance of the-SIDFA

programme: at the current level. It was pointed.out-by-.some delegates .that: ol ”
SIDFAs had.proved useful in the identification and formulation of .industry.. . . . ‘
projects. ‘Such a service was particylarly important .in the context.of-the-
African-industrialization decade programme.

10. Several :delegates agreed:that /the flexible approach described in

paragraph-15 of DP/1984/64 should be adopted. Resident advisers including ..

SIDFAs. should be appointed-only when short-term missions. were considered-

inadequate. At any rate, UNDP resident representatives and field offices .. ...

should -be fully informed of :planned missions and should be invelved in the :

subsequent. discussions. - Some -delegates pointed out that a single resident -
adviser could not possibly cover many specialized fields. For this reason also ..

the short-term .consultant mechanism seemed to be preferable.

1l. On the financing of SIDFA programme, some delegates commented that it: ..., .
appeared -that the responsibility of financing was being passed from one.legislative ‘I
body te.another, e.g., from the General Assembly to the Governing Council and from

the Governing Council back to the General Assembly. One delegate expressed

¢ -surprise that national IPFs were not being used to finance SIDFAs who, according.

to most developing countries, . -were considered very useful.

12. .:Delegates welcomed the information that two of the .recipient countries had. -
agreed to contribute to SIDFA :costs.- It was suggested that more countries. should

. follow this example. ‘It was.indicated by some declegates that the lack of

willingness to share SIDFA costs reflected little interest in the SIDFA programme

by the recipient countries. On the other hand, some delegates expressed the view

that sharing-of SIDFA costs did not indicate lack of interest in view of :the harsh
resource -constraints currently being}ékpérienCed»by_many.countries. -Some; - - |
delegates expressed their concern that the SIDFA programme was being- reduced in:

view of .UNDP's financial constraints. .Nevertheless, a consensus emergad that the

SIDFA programme should be maintained at the current level through 1986.
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13, Several delegates expressed their apprehension that the experience with

the function of the Sehior Agriculturél Adviserswhich wére eventually expanded

into FAOfield offices ﬁay‘be re;eéﬁéd in the case of SIDFAs once UNIDO became

a specialized agency. Some delegates réquested that anéable on the SIDFAs covering
their duty stations, countries bfgﬁheir aééiéﬁméﬁt,”été} ;hould be made available
to the Council for information. In viéw of the réduction in the SIDFA programme,
some delegates expressed the view that priority shﬁuid be given to the assignment
of SIDFAs in LbCs. One delegate stated further‘that African countries should be
given priority consideration as well. Delegates also indicated that they would
like to be fully informed of developménﬁs éoncerning SIbFA programme financing.

14. One delegate suggested that the SIDFA ﬁrogramme should be evaluated prior

to adopting one course or the other. This view was endorsed by seyeral other
delegates. It was also agreed generélly‘that the matter shoﬁld be further
reviewed Qhen UNIDO became a specializéa agency.

15. One délegate pointed out that the sectoral support proééamme was considered
particulariy important because of its 1inkage with the preparation of round=table
conferences. | |

15. Consénéus emerged that the recommendations and conclusions of ﬁhe
Administrator in DP/1984/64 weﬁe acceptable and that furtﬁer financing for

SIDFAs and:fdr other seéﬁobal support should be approved.

17. At the invitation of the Presidént, the UNIDO repfesentative made a statement.
He recalled the exhéﬁstive study on thevSIDFA ﬁrogfamme éarried out in 1980. ‘He
indicated that various ways and means had been examined by UNIDO regarding
continued financing of the SIDFA programme éuch as funds provided by UNDP, by the.
regular budget UNIDO and by voluntary funds. He>feiterated the usefulness of
SIDFAs and said that the current financing situation was not satisfactory. The
future of SIDFA financing will be reviewed when UNIDO became a specialized agency.

He described the main roles which SIDFAs play: co-ordinators with regard to
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idustrial programmes; technical advisors to Governments; and representatives
" UNIDO. 1In the latter role, UNIDO was able to conserve resources by avoiding
e need to send representatives from headquarters.

Response of the Administration

. Tﬁe Assistant Administrator, Bureéu fbf Programme Policy and Evaluation,'in
8 responée’stated that the discussion in the Commiﬁtee had ihdicated keen
1teresﬁxgh‘£he part sf delegations with respect to sectoral support. As regards
aveloﬁments.analogous to the Senior Agricultural Advisors becoming FAO
:preseﬁtatives, he said that this was not only relévanﬁ to sectoral support‘but
s0 a question of the structure of the United Nationé system for which
tergovernmental bodies bore responsigility.
. He pointed out that the arrangements proposed in DP/1984 /64 have been
scussed fully with the agehcies concerned and that the reductions were being
oposed after careful consideration of the matter. He stressed that the UNDP
eld éffices;vinvolvement in the use of sectoral support funds should be assured
d théb ﬁhe-agencies should remain in close touch with the respective UNDP
gional bureaux and the field offices. He stated that the arrangements régarding
DFA postings had to‘be caréfully reviewed.in view of the general criteria fér
DFA posts and the duration of individual contracts. He indicated that theré were
SIDFAs in post and that two posts would be phased out by the end of this year
order to reach the agreed target of 30 posts. If resources could be mobilized
time, the matter could be reviewed further. He further stressed the point that
e UNDP allocatién for the SIDFA programme would be a fixed dollar amount and that
e act&al number of SIDFAs to be financed would depend on the evolution of
erage costs.
. The Assistant Administrator recalled that the recent meeting of UNIDO's
dustrial Development Board haa not taken any deciéion on the future SIDFA

stem and had referred the matter to the Programme Committee. He said that it
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would bé necessary to synchronize the views expressed ‘in the General Assembly,

the Goﬁerning Council and other such bodies by the delegations of the different
countries.

21. He recalled that some delegations had suggested regionalization of the SIDFA
programme. He pointed out that SIDFA is, in fact, a mini-regional programme
because most of the SIDFAs-covered several . countries. For example, the SIDFA

in Fiji covered 10 differeht countries. He stated that the list of SIDFAs would.
be distributed to the Council as scon az it had been made available by UNIDO. -
22. He recogﬁized that the sectoral analyéisfand the role of SIDFAs and sectoral-
advisors could be of assistance in the préparétion of round=table meetings. . As: -
regards the review of SIDFi programmes, he pointed out that

paragraph 17 of DP/1984/64 contained the basic criteria for determining the

SIDFA systems, He also recalled that a major study on these issues had been
undertaken 1611980. Nevertheless, if delegates felt that more data were required,
UNDP would contact UNIDO and explore whether such a study could be undertaken in
the cdming years. He also pointed out that the Council would have to review the
SIDFAs allocations as part of the review of the fourth-cycle programme and related
issues.

Further discussion in the Committec

23. The Chairman of the Commitﬁee‘expréssed appreciation for the reply of the
Assistant Administrator and in?;ted‘the Committee to comment further on the
remaining issues. Some delegates reiterated their views with regard to the

review of sectoral sdpport and one delegate particularly rcpeated his request

for an evaluation of the SIDFA programme. Another delegate made a further
intervention and pointed out that the issues of financing sectoral support and of
evaluation should not be lumped together. It was important that adequate
consultétions'took place between UNDP and UNIDO and that further consultations
should continue between UNDP, sectoral adviscrs and national aid co-ordinators

to determine relevant needs. As regards the financing of the SIDFA programme,
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the delegate expressed the view that this was an internal matter of UNDP and .
UNIDO. . On the other hand, as soon.as UNIDO became a specialized agency, this

matter would have to be handled by UNIDO posgsibly in a similar wmanner as FAD

o
-

had dealt with the Senior Agricultural Advisors. He emphasized that the needs

of the LDCs must be recognized.

Further respons2e of the Administration

24. The Assistant Administrator in his responseindicated that he did not consider
the treatment of the SIDFA programme and of sectoral support in one document =zs
unusual since the two issues were basically the same. The SIDFA programme was
discussed in more detail because of its size. As regards the sectoral support
allocation, he stated that the allocations to the larger agencies had been.

phased out and.that funds were now requested only for smaller agencies which

could not undertake these functions because of lack of funds.

25, The Assistant Administrator indicated that afthematic evaluation of sectoral
support could be undertaken. However, the Central Evaluation Office had only a
very limited capacity at péésent and he hoped that the Committece would take,this into ‘
account .in its deliberations.

Kecommendation of the Committece

26. In his summation, thc Chairman said that consensus appeared to exist in
favour of recommendations and conclusions of the Administrator in DP/1984/64.

He said that the matter of future financing arrangements should be looked into
and that a further report be prepared on the matter next year. He also referred
to the views expressgd during the discussion,cqpcerning the linkage between
sectoral support and the preparation of round-table conferences. He indicated
that a decision will be drafted with the assistance of the Secretariat and the
delegations.

27. Following consultations, the Budgetary and Finance Cormittee recommends

that the Council adopt the following decision: , , '



DP/1984/BFC/L.2/Add.9
page 9

The Governing Council,

Recalling its decisions 80/32 of 27 June 1980, 81/39 of 30 June 1981,
82/38 of 18 June 1982 and 8%/%9 of 24 June 1983;

Recalling General Assembly resolution 38/192 of 20 December 1983 which
decided that adequate resources should be provided from the United Nations
regular budget for the United Nations Industrial Development Organization in
1984 to maintain total staffing of the Senior Industrial Development Field
Advisors (SIDFA) programme at the existing level of already appointed Advisbrs,
in addition to the utilizatioh in full of the allocation by UNDP, as well as
voluntary funding through the United Nations Industrial Development Organization;

(a) Takes note of the report of the Administrator on sectoral support
(DP/1984/64) and of the views and comments thereon:

(b) Approves an allocation of $2,943,000, subject to resource availability,
to be used in 1986, as follows:

(i) $912,000 to be used at the discretion of the Administrator for

the smaller agencies;

(ii) $2,031,000 and any savings arising from previous years to cover the
net costs to the United Nations Development Programme for the
services of Senior Industrial Field Advisors.

(¢) Authorizes the Administrator to finance the maximum number of
such advisors within available resources, while continuing consultations
Jointiy with the Ezxecutive Director of UNIDO with recipient countries in order
to achieve a sharing of the cost of these services in accordance with
Governing Council decisions 81/39 and 82/38;

(d) Appeals to developed countries to provide voluntary contributions
to increase the number of SIDFA posts;

(e) Reaffirms that priority shall be given in the provision of the
services of a Senior Development Field Adviscr, to those countries which

have shared in the financing of the total net cost of those services,
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(f) Requests the Administrator to report to the thirty-second session
of the Governing Council on the current and future development of sectoral support,
taking into account inter alia the linkage between sectoral support and sectoral

analysis and further requests that the Administrator consult with the respective

Executive Heads of Agencies to ensure that sectoral advisors or SIDFAs are
associated with the preparation of the round-table meetings for the least
developed countries;

(g) Invites the attention of the Economic and Soecial Council and the
General Assembly, at their forthcoming regular sessions,; to the urgent need for
the: United Nations Industrial Development Organization to bear an increased share

of the cost of the senior industrial development field advisor programme.
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G Audit reports

1. TFor its consideration of agenda item 9 (g), the Committee had before it a
note by the Administrator conteined in DP/1984/6% end Add.l. The addendum
contained the audited accounts of the participating and executing agehcies as ot
31 December 1982 relating to the funds sllocated to them by UNDP. Documentn
DP/1984/65 provided‘the Adminiﬁtrator’s comments on issues raised in the audit
reports and 2 description of “the follow-up action taken in respect of
observetions mede by the suditors. It 2lso included 2 report on the éteps

taken by UNDP in response to Governing Council decision 83/38.

2 The Director of Finence introduced the subject and recalled thét

decision 83/38 héd requested the Administrator to convey to the Psnel of Exterhalb
Auditors and to the sdministrastions of the executing sgencies concerned the view
of the Governing Council that improvements in the gtyle of reporting, and an

. increased emphesis in audit reports on the sudit of the effectiveness of financial
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manegement, should be introduced as promptly as possible. He indiceted that the
Council's views had been brought to the attention of the Penel of External Auditors
and also to the atﬁehtion of CCAQ (FB) at their respective meetings in '
September }983; : pointed out thaet sny results from these consultations could

only sffect the audit .of thelagencies’ accounts for the yeer 1983 at the earliest

and thet these accounts and the related sudit reports would not be submitted to the
Council until 1985,

3. The Director drew sttention to & proposal, similer to that made in 1983 by

the suditors of the World Bank, which had been received from the Asien Development

Bank (AsDB) concerning narrative audit. After careful review, the Administrator
believed this proposal represented . good '"velue for money" and recommended thet the
Council suthorize him to reimburse the AsDB for the additional cost involved,

4. Regarding the specific observations contained in the aedieefe}';eports for
1982,e??e'2;?ector of -Finance stated that ITU had refunded to UNDP the totel emount

of interest received as requested by UNDP snd defaoribed in peragraphs 18-28 of ‘
DP/1984/63; With respect to miscellaneous expenses and exchenge ad justments
referred to in parasgraph 29, he reported that the metter was still under review
by UNDP end ITU. Regerding the purchese of equipment by WIO referred to in
paras. 32 and 33, further information received from WIO confirmed that the
equipment concerned did fulfil the purposes for which it wasg acquired.

Summary of the discussion in the Committee

5e Meny members stressed the value they attached‘to long—form audit reports that
included, observations on substentive matters. A considereble number of members
expressed dissppointment at the response of the agencies to the concern of the
Council in this regard., One member expressed the copinion thet CCAQ's report on
this metter, summarized in paragraphs 20 and 21 of DP/1984/63, was not conclusive

responsive to the Council's concerns. He considered thet this metter had .

and he requested that UNDP increese its efforts to reguest =zgencies to be



. DP/1984/BFC/L.2/Add.10
pege 3 :

importent implications for the over-sll relationship between UNDP snd the agencies.
Another member ststed thet the Fund thset provided the resources should have some say
on the form of sudit which was to be carried out. A number of delegations
Aquésfioned whether External Auditors were solely responsible for determining the
scope and content of audit reports end suggested that the appropriate legislative
governmentsl bodies also bore responsibility in this regard. One member stated
that the importence attached by the Council to the long-form audit report should
again be emphasized in sny decision recommended for sdoption by the Council. A
number of delegates requested.further clarifications and explanstions from the
agencies on the matter.

6A>' One delegate stated that the practice of UNDP's meking observations on the
audit reports hsd proved its usefulness snd suggested that this practice should be
continued., Many members endorsed the Administrator's recommendation regarding
the implementetion of the proposals for the external auditors of AsDB and
considered the proposed fee to be ressonsble.

279 Regarding the delays encountered in the implementation of a number of UNESCO
projécts, seversl delegates stressed the importence of proper project formulation
and of epp}opriate consultations to ersure, in particulsr, that the inputs

expected from recipient governments were reasonasble. A number of members
expressed concern at the exceptional measures teken by ITU without due
consultation with UNDP, Several delegates also expressed concern at the

inf ringements on the use of UNDP funds reflected in the auditors' comments and
congidered the ressons provided by ITU in.expleining the measures they had taken
as ﬁnsetisfaotory given the serious nature of the finsncisl infringements involved.
One member ssked whet measures could be adopted to prevent similsr actions in the
future, Concern was also expressed st the level of funds medé svailable by UNDP

to the agencies that remoined unspent for considerable periods of time,
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8. One member emphasized the importsnce of sudit reports in particuler for the
benefit of the recipient countries,. He guggested that informetion on the terms

of reference, the scope end the methodology of extermzl euditors! reports would be

useful to government:, He slse suggested thet it wes important that recipien
governments be in ¢ position to bhenefit from the mistokes identified by external

auditors. He stetsd that sgencies should co-oper2te in this process. The

neern of governmentzl sgencies in his country et the lack

elegate expressed the
of timely project delivery informetion end regquested querterly expenditure dste,

y

cgponge of the Administration

ing to the concerns exrnresscd by delegetes
& i <

[

9. The Director of Finsnce, respond

to the response of CCAQ, oxpressed ithe opinion that the ultimete responsibility

for projects financed by UNDP to loy with the Administretor who sllocated the
funds. He noted, however, that in the United Nstions system sgencies heve their

own external suditors, with thelr specific responsibilities snd thet some sgencies

considered that their externsl cuditors were solely responsible for datermining

the scope and content of oudit roports. The Director further noted thet while
geveral years ago. there h~d been little in the wsy of substantive reportlﬂc,

progress mede so far wes couge for optimism, de stoeted thet UNDP's own external

suditors had increasingly locked into UNDP substentive project operations in

.

recent yesrs, Regording ITY, he stressed the valuc of the nerrstive reports in

disclosing the sctions thet hod been teken end stoted thet efforte would continue
L

to be mede to ensure complisnce with UNDI's finsncisl regulations end rules,.

helf of the agencies, responded to

10, A representetive of ILO,
the request to provide further clerificetion on the CCAQ stetement. He stated
thet agencies! zsuditors hed wide torms of reference ond mendetes thet went beyond

2 limited finenciel eudit. In practice, therelore, nost United Netions egencies

were able to be responsive to the Councilts concernsg, He stressed the

¢
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importance attached by ILC to substentive sudits and noted thet the extermal
cuditors were moving eway from spot investigations and increasingly giving stfention
to audits of s systems nature, He steted that agencies'! external auditors were
fully 2utonomous and that it was not the function of the esgencies! secretoriats to
determine the auditors! work plens,

11. The Secretsry of CCAQ further stated thet in the cese of 21l agencies, the
external suditors were elected by their legislative bodies and were solely
responsible to them. Legislative bodies mey recuest the externsl auditors to
perform specific tasks,  He noted that the Pencl of Sxternel Auditors hsd zlready
shown itself responsive to the Council's concerns end considered that the extent
of the-responsiveness would become epparent next yesr, He steted thot

executing agency edministrations were sympathetic to the Council's concerns.

He suggested one wey forwerd might be for the Governing Council to address the
legislative bodies of the egencies with its request.

Further discussion in the Comnmittee

12. One delegate noted thet the Committee did not review end . consider the
external audit reports on UNDP itself. He referred to the constreint of time
and to the present procedure by which the ennuel audited accounts of UNDP were
considered each yesr by the Fifth Committee of the Genersl Assembly. He
suggested that in the light of these constreints, the Committee might wish to
consider an annual report of the Administratof on the measures teken by the
Administretor ss s result of the. external ouditor's report, without prejudice to
the comments of the Fifth Committce. Other delegetes referved to the quantity
of documentetion slready submitted end suggested elternetively adding an annex to
the Administrator's report or requesting the Administrator to meke an oral

presentation.
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13, L number of delegates considered the clerificstions provided by the ILO
representative to heve been helpful, One delegate emphesized the ultimete
accountability of the Administrator for the funds entrusted to UNDP end urged the
Administrator to teke the nccessary steps to ensure that the scope and content

of sudits be sufficient to establish his accountebility. If this were not possible,
the Administrator should report on this to the Governing Council so that the Council
could take speciel measures. Several delegates stated thet their Governments

would pursue this metter in the legislative bodies of the agencies.

Turther response of the Adnministretion

14. The Director of Finance rezffirmed his view thet considersble progress wes
being made snd that this would be reflected in the nerrative reports next yoeT.

He noted, however, thet & number of reports were still not of & nsrrative neture
and stated thet it was these reports thet remoined e subject of concern to the
Council. He suggested that the Governing Council could meke its request to the
legisletive bodies of agencies by requesting the Administrator to raise the metter
in the inter-agency machinery so thet the executive heeds of egencies could
communicate the Council's concern to their respective governing bodies.,

Recommendation of the Committee

15, The Budgetary. end Finsnce Committee rccommends that the following decision
be adopted by the Governing Council et its thirty-first session:

"The Governing Council

(a) Takes note of documents DP/1984/63 znd Add.1l conteining the audit
reports of executing egencies for the year 1982, es well as the Administrator's
comments on the substentive observetions made by the external asuditors and a
description of the action teken by the Administrestion in response to

Governing Council decision 83/38;
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(b) Enphaﬂzcc zgain the importance which the Coun011 attqcheﬂ to receiving
1oné~forw nerretive sudit reports which disclose the results of gudits'thét ere
sgfficiently wide in scope &g o cover thoge sreas which the Cognéil hag
idéntified in its preVioﬁs debiéions, including in perticuler.ﬁhe‘aﬁait of:thé
effgptiﬁeness of‘financial msnagement

(é) Reguests”the‘Administrator to bring this decision, and the &iewé
expressed by the Committee in the:course -of its discussion of thls mdtter, to thu
attention of the Panel of External Auditors and of the adw1nlstratlona of the
executing sgencies;

(@) Further reguests the Administrator to convey the Council's views on this

metter to the Executive Heeds of the executing sgencies so that they, in turm, mey
edvise their respective legislative hodies of the Council's concern and reguest suc
further sction by those legislative bodies ss mey be necessery or appropriete in
each cese;

(e) Notes with appreciation 2nd agrees with the proposel mede by the externa.
auditors of the Asien Development Bank to cerry out, st an zdditionsl cost of
approximetely $8,000 the additionel eudit procedures described in peragrepvh 5 of
document DP/1984/63, including the preperstion of a long-=form sudit report which
would describe the procedures followed, the results obteined and sny recommendetio
for improvement the auditors mey wish to makes

(f) Authorizes the Administretor to reimburse the hsien Development Benk for
the additionel oudit costs referred tc in operotive peregraph (e) of this decision
and to cherge these costs against the expenditurce line for reimbursement of
programme support costs, in addition to the reimbursement for programme support

costs to which the Asian Development Benk would normaslly be entitled;
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(g) Fﬁrther requests the Administrator to meke svaileble at future sessions
of the Couﬁcil coéies of the latest svailable Genersl Aésembly document containing
the annuel sudited finencial statements of UNDP, the report of the United Nations
Board of Auditors thereon and the Administretor's finencisl report for the year in
question, including his response to the observations of the suditors, as well as
copies of the relevant decision of the General Assembly on the sudit report, and

to report orally to the Council on thesc metters.,
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Chapter V. FINANCIAT, BUDGETARY AND ADMINISTRATTVE MATTERS (continued)
‘ ‘Addendum S

. UNDP Financial Regulations

3. Annexes and amendments to UNDP Financial Regulations

I' 1. TFor consideration of one of the questions under item 9 (e) of the Council's agende
the Committee had before it a note by the fidministrator contained -in DP/1984/61 and
addenda 1 and 2. The Committee also considered the relevant report of the Advisory
Committee on Administrative and Budgetary Questions (ACABQ) contained in DP/1984/56.

2; The Assistant Administrator, Bureau for Finance and Administration, introduced

the subject. He highlighted the fact that the proposed amendments dealt primarily witl
fwo proposed annexes: one relating to UNCDF ané the other relating to UNRFFRE. In"
addition, he said that the documenbation contained details of thrée other minor amend-
ments:tb the UNDP Financial Regulations. The first involﬁed an update of the
Regulations‘td refleét the fact that new Financial Regulations for UNFPA were approved
by ‘the Council at its thirtieth session. The second was an editorial clarification to

. mé’kﬁeﬁié’.o?_earer thét UNDP ‘J;Jas vreq’uired, to pufj]_'ish audited aocé’un't';'é vevery‘year. The

. third dealt with a change %o the information annex to the Regulations dealing with

exfernél audit, 2 change already appfoved by the United Nations General Assembly,
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3 In dealing with the proposed annexes for UNCDF and UNRFNRE, the Assistant
Administrator, Bureau for Special Activities, stated that these were prepared in
response to a request of the Governing Council made in 1981 for the purpose of taking ‘
~into aoqount the unique requirements of these funds. He emphasized that both of these
funds had its own secretariat and distinct operational modalities which resulted in
parfﬂfrom their legislative bases., He stated that out of 90 UNDP Financial Regulations
only some 35 Regulations had to be modified in respect of each of these funds. Most of
the changes were minor. Some other changes were made to reflect significant differences
in operational modalities and changes in procedures. He then referred to the proposal
made by ACABQ; namely, that in the presentation each article of the UNDP Regulatiohé
should be referred fo. He said that while the presentation would not change anything
in substance, UNDP was not convinced that the change in presentation would be an
improvement, particularly when one of the objectives had’been to keép exceptions to the
UNDP Regulations to a minimum and thg annexes-short and concise, UNDP intended, he
concluded, to issue its Regulations,vindioating with an‘astérisk where these did not
apply to UNCDF and UNRFNRE and referring the user to the annex. '

Summary of the discussion in the Committee

A, Members expressed their general satisfaction with the documentation submitted by
the Administrator as well as the clear presentation of the issues by the two Assistant
Administrators. They viewed the proposed amendments to the UNDP Financial Regulations
in respect of UNRFNRE and UNCDF as reasonable and responsive to the particular circum—
stances of these funds. They expressed their agreement to the proposed amendment
 concerning UNFPA as well as to the amendment dealing with the submission of the UNDP
accounts to the United Nations Board of Auditors. (égveral members noted that the

- proposed UNCDF financial regulation 4.1 allowed voluntary contributions in cash or in

e

kind, whereas the UNDP parallel regulation assumed voluntary contributions in cash only.
One of these members also enquired whether contributions in kind in respect of UNCDF ‘
would also be reported to the Governing Council and to the United Nations ‘

General Assembly. A member noted the absence of certain UNDP Financial Regulations

o o - i~ o g, Ppay P T e o ]
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Response cf the Admlnlstratlon '

‘5; In his reply, the Ass1stant Admlnlstrator, Bureau for Flnanoe and Admlnlstratlon,

explained that the proposed financial regulatlons ooncernlng voluntary contributions

to UNCDF, regulatlons 4.1 and 4.5, reflected the language of the relevant paragraphs of
General Assembly resolution 2186 (XXI) as 1ndloated in the annotated comparatlve table
contained in DP/l984/6l/Add.2. He further stated that if any contribution in kind

were received by UNCDF, it would be reported to the Governing Council and to the

Unlted Natlons General Assembly, although it oould ve difficult to attrlbute a monetary

value to such contrlbutlons. As to the absence of certaln UNDP Flnan01al Regulatlons

from the annexes pertalnlng to the two funds, he drew attentlon to paragraph 2 of each
annex which stated that unless otherWLSe spec1f1ed in the annex, UNDP Flnan01al

Regulatlone shall apply, mutatls mutandls, to all funds admlnznstered by the fund

concerned. He then referred to the regulatlons proposed for UNRFNRE and gtated that,
in aooordanoe with the advice of ACABQ, the proposed regulation 8, lO(f), deallng w1th
the reimbursement of support costs of co-operating agencies, would be deleted.

' Recommendation of the Committee

6. Following'its disoussion, the Committee reoommeuds that the Council adopt the

following decision:

'The Governing Council,

Having considered the proposals of the Administrator for revisions to the

Pinancial Regulations of UNDP as contained in documents DP/1984/61, DP/1984/61/Add.1

and DP/1984/61/4d4.2,

Notinmg with appreciation the observations of the Advisory Committee on
Administrative and Budgetary Questions as contained in its report (DP/1984/56),

(a) Approves the following additions and amendments to the UNDP Financial
Regulations:

(i) Amtex IT conteining special provisions for the United Nations Capital

Develovment Fund, as contained in doeument DP/1984/61/Add,1;
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(ii) Annex III containingwspegial provisions for the United Nations Revolving Fund
-ffor»Natural Resource; ﬁxﬁlorafién, as cbh{ained'in'document DP/1984/61/Add.1,
‘except that the text proposed in that document for iegulatién 8.10(f) shall a
be deleted; . " o
(1ii) The amendment of the text of Amnex I, relatlng to the Unlted Nations Fund
for Population Activities, as contained in paragraph T of |
~ document DP/1984/61; | | o
(iv) The amendment to Regulation 16 3 of the UNDP Flnan01al Begulatlons relatlng
- to the submission of annual accounts to the United Natlons Board of Audltors,
S, as.contained in paragraph 8 of document DP/1984/61 - |
(v) -Notes the amendments to the annex to the Flnan01al Regulatlons of the
United Nations, approved by the General Assembly in 1ts decision 38/408, ooncernlng
additional terms of reference governing the audlt of the Unlted Nations and that
these will consequently be reflected in the Information Annex to the ﬁNDP Financialyv
Regulations; v o , - o | ‘
(c) Requests the Admlnlstrator to revise the UNDP Financial Regulatlons . »

incorporating the additions. and amendments thereto set forth in paragraph (a) above.
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" Chapter. IV, PROGRAMME IMPLEMENTATION {(continued)

™ oo

. Government contributions ts local ort ice costs

I’ 1. For consideration of one of the subjects under item 4 (b) of the Council's

agenda, the Committee had before it a report of the Admin 118t rator contained in

DP/1984/12 and corrigenda 1 and 2 and addendum 1.

g,
(A

2. The. Assistant Administrator, Bureau for'Finance>and Administraﬁion, introduced
the subject. He described the substantial negotiations and afforts made to ob ain
hosé government contributions at:lmast ﬁq the minimum level astablished by‘a
payment - formula promulsated by the ﬁdministrator basad on Governing Councii
decision 82/18. e then.DfOVidﬁdeudfl stics on the rrsultu obtainzd andAinformed
the Committee that whereag the original estimatea incoms for . the ?iennium

19841985 had been.sst at. m)C million, an amount lower by itself than the tarsge

current projections for income from this source stood at $25.5 willion which
' represented $5.% million less than the criginal estimates and q*l) million less
. than the target.

GE.34~62704
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3. The Assistant Administrator recognized the need to continue negotiations with
host Governments on their contributions, but drew attention to the Administrator's
report which proposed a set of acticns to be taken in respect of those cases where
contributions had not reached the minimum level required. He then referred to the
issue of interest on cost-sharing balances covered in the document and stated that
the application of a system cf pogitive jnterest on credit balances made it
necessary to charge negative interest in cases of debit balances.

Summary of the discussion in the Committee

4. Members expressed their appreciation for the clear and lucid repcrt and
introduction to a subject matter which involved many complex issues. Many

delegates expressed their view that the commitment of Governments to pay local
office costs due from them were somewhat disappointing in that many countries had
neither responded ndr gave fheir agreement to mee£ the minimum target established.
They considered that it was important féﬁHAevelopiﬁg countries to pay their fair
share of local office costs. One member questioned whether thé unwillingneés to

pay resulted from disagreement between the UNDP Administration and the countfies
concerned regarding the amounts due. .Many members expressed their hope that thoée
countries that as yet had not pledged the minimum amount due would do éo soon. |
These members endorsed in general the(recommendations of the Adhinistrator cohtained
in the document, while some had 3peeific questions or comments relating“to certain
elements of the recommendations. Somf‘requested clarification on how the proposed
accounting linkage between the various government contributions would oberate.
Several other delegates tbought that not only was the methodology proposed by the
Administration proper, but that this methodology of presentation should apply to all
countries so that a complete picture of inflows and outflows for each country would

become available. In this connection, one member, supported by others, stressed
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that such information would provide a picture as .to which countries had or were

close to achieving a net donor status. Several members stressed the importance of
the legal opinion presented in the document which, in their view, gave strength to
the proposals made by the Administrator.

5. Other members expressed reservations concerning statements made in the
Administrator's report and said that they couid‘noé support several of the
conclusions reached and recommendations made. These members agreed in general that
the local office costs had to be shared by recipient Governments; however the

legal opinion did not ‘support a legally binding requirement on the Governments to .
bear a specific perceritage of such costs. These amounts needed to be negotiated

and agreéed upon ‘between 'UNDP and each recipient Government; these members did not .
support the proposal to charge. IPFs. Some of them also stated that certain
definitions incorporated in the document, particularly in the waiver formula, had
to be revised as the existing nomenclature assumed legal and ‘other positions which
were not sustainable.

6. With regard to the handling of interest on cost-sharing balances, members
generally expressed favourable views on the Administrator's proposals:to provide
credit balances with positive interest and to charge negative interest on debit
balances. Other ‘members, however, opposed the Administrator's proposal considering
they did not comply with thé objectives of UNDP. Some members inquired what
utilization would be made with the interestiearned while others inquired as to

what had been done until now with interest earned. ' £ member, while supportive of
the principle of calculation of interest, wondered what was the cost-benefit ratio
of such an action and whether it could be justified for “UNDP on economie grounds.

Response of the Administration

7. In his response, the Assistant Administrator acknowledged that progress

achieved in getting positive responses had not been sufficient, but stated that
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progress.was being made continuously and it was encouraging to note that some of
the less rich Covernments had agreed to meet the target. In this connection,
confirmation had been received during the discusazion that ‘Venezuela would contribute
its share of 75 per cent of local office costs; further, the: observer of Cuba. --
indicated that his country had decided .to increase its contribution both in; cash
and in kind from 35 per cent to 52 per cent of the local office costs. The - -
Assistant Administrator then explained that no debts were recorded in the UNDP
accounts under this heading as contributions were recorded as income when received.
As to the legal status of Governments' obligations, he explained that following

the Council's twenty-ninth session in 1982, UNDP had raised the issue with. the
United Nations Office of Legal Affairs which confirmed that basic agreemnents were
binding and required Governments to meet certain costs which he detailed. He then
described the meaning and mzthodology of the accounting linkage which .the
Administrator proposed to introduce between voluntary contributions, voluntary
programme costs, and contributions towards local office costs.

Further discussion in Committee

8. Several members pointed to some. inaccuracies in the tables attached to the
report; other delegates sought to clarif'y and provide updated or corrected
information on government contributions to local office costs with.which they

were familiar. A member stated that while she agreed with the principle of sharing
the costs of the field offices, joint reviews had to be undertaken with- UNDP in
order to determine how to reduce costs. Another member stated that neither the
proposed idea, nor the methodology for creating an accounting linkage between: :
contributions was clear. Furthermore, the arrangements proposed for sharing local
office costs were not flexible ornjustifieq,”wéggther member supporting similar

views stated that a legal obligation for specific amounts due from a Government
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could be established only following negotiations and agreement with the recipient
Government. The Standard Basic Agreement did not state or provide for specific
amounts as a government obligation.

9. With regard to interest on cost sharing, a member suggested that interest
earned should be credited to the country or to the project.

Further response of the Administration

10. The Assistant Administrator stated that as far as UNDP was concerned the

opinion of the United Nations Office of Legal Affairs represented the highest legal
authority for interpretation of agreements and that opinion was clear. As to the
comments of some representatives on cost savings in field offices, he stated that
the administration would be pleased to co-operate with Governments in achieving,
where possible, increased cost efficiency at the field level. At the same time he |
cautioned that UNDP may not necessarily agree with the effectiveness of each

cost-cutting measure.
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Chapter IV. PROGRAMME IMPLEMENTATION (continued)

B. Government contributions to local office costs

Recommendation of the Committee

Following its discussion, the Budgetary and Finance Committee recommends that
the Council adopt the following decision:

The Governing Council,

(a) Takes note of DP/1984/12 containing a progress report on host Government
contributions towards local office costs and a summarv of legal opinion of host

Government obligations in this respect;

(b) Expresses appreciation to Governments that have met their commitments as

mutually agreed in accordance with the SBAA or similar agreements or those that

have agreed to increase their contributions to local office costs;

r Qa4 Lnoand
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Addendun

Chapter V. FiNANCIAL, PBUDGETARY AND ADMINISTRATIVE
' © o 'MATTERS {continued} ' ‘

. I. Reimbursement of services provided by UNDP
field nffices to other nited Nations bhodies

1. For consideraﬁioﬁ of'igém\9(i) of th Céunc1l’u ééenda, the Committee had
before it a note by the Administrator contained in DP/1934/73.

2. In introducing the item, the ASbluLanC Administrator, Bureau for Flnance
and Adnnnlgtratlon, referred to the extensive consultations held on thlc matter
betwécn UNDP and the agencies, follpwing which it had been agreed that the
guidéﬁée of the Council on the issue should be sought. The{Assistant
Administrgtor then pointed out that the UNDP field office performed a‘vitél
functioq_for the:trust fund progranmes in theicountry concerned_andbreferredb
to the twq principal_options presented'in the‘document_for résoiving the .‘
issue. fw& §pecifi¢ aspects of this issue were_emphasized; ?irst,‘a
decision to adopt the oﬁtion authoriziﬁg new poéts qoﬁld have significanﬁ

financial implications for UNDP in other countries where agreement had been

GE.34-62710
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reached with Governments to pay for UNDP support for ongoing trust fund programmes,
on the premise that there was no provision in the biennial budget for such support.
Secogd,lghg Qdministrator was concerned that the principle that UNDP-administered
trust fund activities should not be subsidized from UNDP's central resources, as
mandated b& UNﬁ? Financial Regulations, should also be applied to tiust funds with
no administrative affinity to UNDP.

3, The Assistant Administrator reported that the agency delivery figures for
trust fund programmes in the country concerned in respect of 1983 amounted to
$10.9 million and that they were planned at $14.6 million for 1984. The.fﬁnds=
in-trust programme for 1984 was thus estimated at some six times the levei of

UNDP activities. The Assistaﬁt Administrator noted that for 1984 it was plénned
to administer 323 éxpert bosts,”compéféd wifh 255 in 1983 and 197 in 1982. He
pointed out that even these figures did not give the complete picture since, for
example, with respect to one agency, ageinst 164 established pdsts there had been
a rotation of 249 expgrts.

Summary of the discussion in the Committec

4. A number of delegates stated that in their view Governing Council

decision 82/33 had not pfoperiy reflected the discussions that had taken place in
thé Bﬁdgetary and Finance‘Committeé and did not properly reflect iﬁs'intention..
They thought that the clear intention was to give the Administratidn sdfficient
room for flexibility to deal with "anomalous" situations.

5. Seﬁefal mémbéks stressed that decision 82/33 required clarification and that
an iséde bf principle was involved: namely, that agency trust fund activities
should not be treated differently from UNDP's own administered trust'fund$.>; Many
delegates streésed that UNDP should not be expected to besar the costs of suppoffing
agency trust fund activities and they favoured the option presented by the
Administrator'that called on the égencies to reimburse UNDP for thesec éosts; A

number of delegates stated that they did not consider these costs to be primarily
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6. . Several delegates refaerred to the discussions held in the Committee at the
Council’s twenty-ninth session. They pointed out that part of decision 82/33
authorizing UNDP to continue to provide services at the same level as had been
hitherto provided was taken in order to preserve UNDP's co-ordinating role at

the field level and to discourage the opening up of new agency field offices.

They emphasized the importance they attached to UNDP's co-ordinating role and
considered that the matter before the Committee should therefore be treated as an
exceptional case. Another member took the view that UNDP was only providing
administrative services and that it was necessary to distinguish between the
provision of such services and the carrying out of UNDP's mandate. He

considered that reimbursement for the provision of services would not really affect
UNDP's co=ordinating role. He stated that it was important for the Committee to
exercise great caution in appropriating funds for activities outside of UNDP.

T, Onec delegate stated that trust fund activities should be marginal to core
activities. - Several delegates questioned the extent to which the case before

the Committee was exceptional. A number of delegates requested further information
on the negotiations that had taken place with the Government concerned..

Response of the Administration

8. The Assistant Administrator described the lengthy negotiations that had’
taken place between UNDP and the Government of the country concerned and
subsequently with the agencies. He explained that every effort had been made’ to
reach a solution and that when all efforts had not yielded results it was in
agreement with, and in part on the request of the agencies, that the matter had
been brought to the Council for its review and guidance. He reiterated that in
other cases, host Governments had agreed to pay the cost involved. While in

the past UNDP had generally approached Governments directly on behalf of agencies
with requests for reimbursement, the Assistant Administrator did not consider this

to be primarily the responsibility of the resident representative. UNDP, however,
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would ‘continue to-do everything possible to ‘assist the agencies in thisg respect.
Regarding the questidn of the marginality of trust fund activities, he noted :
that such activities were nct always marginal fer agencies. He stated that in ‘
the discussion in the -‘Committee at the twenty=ninth session of the Council a clear
distinction had ‘been drawn between agency regular and trust fund activities, and
considered that an issue of principle was involved.

9.  With respect to UNDP's role in co-ordinating trust fund activities, the
Assistant -Administrator believed that in many cases, trust fund activities were.. .
negotiated between donor, recipisnt and the agency concerned without the resident .
representative being in any way involved. ° He considered that reimbursement for
provision of services would not impact in any significant way on UNDP's
co<ordinating role at the fiield office level.

Recommendation of the Committee -

10. Following the discussion on this subject, the Budgetary and Finance Committee .
recommends: that the following decision be adopted by the Governing Council ‘at .
‘4ts thirty-first session:

The Governing Council,

Having considered the report of the .Administrator relating to the reimbursement

of services provided by UNDP field offices to other- United Nations bodics

(DP/1984/73),
-~ Reaffirming the co-ordinating role of UNDP at the country level,

Reaffirming also its decision 82/33 adopted at its twenty-ninth session,

Recalling that firaneial regulation 5.1 which was approved by decision 81/28

of the Council at its twenty-eighth session, provides that, in the case of trust ..
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funds to be administered by UNDP, trust funds which directly or indirectly involve
additional financial liability for UNDP shall be established only by the Governing
Council,
Decides that UNDP should be reimbursed by the United Nations Organization
concerned for the cost of services provided by UNDP to trust fund activities of
other United Nations bodies, unless the trust fund donor or the host Government

concerned itself directly provides UNDP reimbursement for those costs.
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- .Chapter. V. FINANCIAL, BUDGETARY AND. ADMINISTRATIVE MATTERS- (oontlnued)

E. UNDP Financial Regulations: IR
' cale e isdieiy o 1. Matters on which counsensus .was not

- achleved at the tairtieth session

1. For censideration.ef one ¢f “he subjects under-iten 9{e) of the Council's .agenda,
tiue Committee had before-itsa note by the Administrater contained in-DP/1984/60.
The Assistant.Administrator, Bureau fer Finance and Administration, introduced the: -
item statiing 'that it had become a: familiar one on the Committeeis agenda. . He .
explained ¢hat the décument beforérthe Committes was the shortest ever prepared by -
UKDP o a major policy issue, sinece the:UNDPoadministration was not in.a position. to.
aGd new informatien to’ that provided to: the.Coun¢il in 1983 in doéument DP/198%/48.
He reminded the Committee that the issues invelved were thoser regulationsg in. brackets.-
which concerned the nature of voluntary contribucicns and the useability of currencies
He suggésted that, in-dealing 'with the issues, it might be necessary.to distinguish
batwedn” non-convertible: éurrencies of donor :countries and those:of recipient:
countrie’: . c“lHe also referred to thé possible  linkage which potentially existed:: ... -
between the utilization of a currency “with -the nature-of the-contribution:  if such ..
’ a linkage'existed, it-would make it necessary to pay.for goods and services: from
. countriés withaccumulating unconvertiblée currencies in:these currencies,. in.the

W,
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»roportion that the particular currency was used to pay contributions to UNDP. The
\ssistant Administrator expressed the hope that the issues in contention would be
~esolved by the Committee, otherwise the old financial regulations would continue

0 be in force,
Summary of the discussion in the Committee

2. VtMembeQS'reeegnized that the issue for consideration had been pending for some
sime aridiéxpressed their interest and hope to find an acceptable solution. Most of
the participants stated that the issues involved were matters of principle, since
several Governments chose to make their contributions to UNDP in their national,
ron-convertible currencies. Such contributions made it necessary to use inputs

mly from the countries concerned, which by itself was a kind of tied eontgipetion.
fhat they viewed as being worse was the fact that, despite considerable effefﬁ and
sxpense, it had not been possible to utilize many of these currencies during a
lengthy period of tim . They con51dered that the efforts that the Administration
1ad to undertake to use even part of these currencies made their ut;;lzathn s0
axpensive that the value of the contributions was put in question. Some of these
nembers urged the donors of these contributiens to make their payments in freely
"onvertlble currencies, ‘80 that these contributions. would be used 'in the support of
bechnlﬂal co»operation programmes in developing countries.

3. A member further suggested that commercial flrms in these countries often
refused to accept payment in their own curren01es for. goods and services. This made
the problem even more serious. Another delegate stated-that the concept of
multilateralism had to be preserved as well as the sovereignty of recipient
countries.  ‘Such principles made it indispensable that recipient countries would
have a choice in the selection of inputs. The lack of covertibility of certain:
currencies eliminated such a choice. Several delegations reiterated their objections
to the fact .that special efforts:had to be made to use certain currencies and, while
the UNDP Administration had to.be praised for all its efforts, the Council should
nelther request nor expect such exceptional treatment to be accorded to any
currency.

4. Several members, whose Governments pay their contributions to UNDP in their
national currencies, which are aceumulating and non-convertible, reiterated their
previous claims that there were abundant possibilities to use:their currencies, -
even-without the particular effort. However, they sensed a lack of willingness to
do 380 and theréfore they could not take -any responsibility in..the matter. They
cited several United:Nations organizations wﬁibh had. at their disposal substantial.
amounts of these currencies. These organizations had used them most effectively,

and had appealed for even additional contributions in these currencies. A member
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stated that his country's national currency had been fully utilized over the past
years and any accumulation belonged to a period of over 10 years ago. His Covernment,
he stated, assisted UNDP in using the accumulations by converting substantial amounts
into the currencies of developing countries. He vicwed many of the statements made
as intended to discredit certain national currencies, to which he objected. He
emphasized that his country possessed all the inpuls needed by developing countries
in support of their technical co-operation activities. In referring to a siatement
by another delegate, he denied that the national currency was not accepted in his

country by suppliers of gcods and services.
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Chapter V. FINANCIAL, BUDGETARY AND ADMINISTRATIVE MATTERS

E. UNDP Financial Regulations

1. Matters on which consensus was not achieved at the
thirtieth session

Annex

Recommendation of the Committee

Following its consideration of this subject, the Budgetary and Finance Committee
recommends that the Council adopt the following decision:

The Governing Council

(a) Decides, notwithstanding the absence of a consensus in respect of the
Administrator's proposed financial regulations 3.5, 3.6, 12.3 and 12.4 and the newly
proposed regulation 3.6, remaining in brackets, (see DP/1984/60) that all other
regulations approved in its decision 81/28’of 30 June 1981 are fully in effect and

that with respect to the five paragraphs remaining in brackete, existing financial

GE.84-63041
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regulations 6.4, 6.6, 4.2 and 4.3 shall, in the absence of such a consensus,
apply until a decision is reached at the thirty-second session of the

GQverning Councils aﬁd"

(55 Fuffher dééides‘that the Budgetary and Finance Committee will consider
during its meeting commencing immediately prior to the thirty-second session of
the Governing Council, within the framework of the provisional agenda for the
thirty-second session, the parts of the Financial Regulapgons and:pther questigns_qn
which consensus was not achieved at the thirty-first sessi;n of fhe"quncil, Qith;a'

view to facilitating the resolution of these issues by the Council.
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' P. Trust funds

1. Trust funds conditioned on procurement
from a donor country

1. For its consideration of one of the questions under item 9(d) of the Council's
agenda, the Committee had before it a report of the Administrator contained in
DP/1984/58 and Add.l1. The Assistant Administrator, Bureau for Finance and
Administration, stated that the Administrator was firmly committed to the central
funding role of UNDP and believed that every effort had to be made to increase
contributions to UNDP's central resources, which could then be made available to
recipient countries through the IPF system. The Administrator would not recommend
any action which in his judgement would endanger that central funding role or the
prospects for growth in UNDP's core resources.

' 2. In practical terms, however, the Administrator recognized that the level ofi

. contributions to central resources that could realistically be expected was not

GE.84-62750
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unlimited. At the sawme time he was consciows of the enormous gap which existed
between that levelfén&(the presaing needs of developing counﬁries,wgn particular
ofithé‘need”far‘the‘many special resources that were reguired by reciplent countries,
This need for speglal resources had found institutional expressien in a number of
individual funds with specific and limited mandates. UNCDF, UNSOD and UﬁPSSTD were
three such funds. The role of UNCDF was to provide much needed capltal assistance
to smaller-scale projects, first and foremost in the least developed countries.. . .

UR30 had been given the apecific mandate to asmsist the csua%rieslsf.the,Suésncr

advancing désertificaﬁiéﬁ.
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quoted from a letter from President Diouf of Senegal, emphasizing the importance he -
attached to these projects. Projects had resulted in all cases from a normal process
of donsultation between UNDP and the recipient Gavarnment. No distortions had been
imposed on the process of project selection and appraisal as a result of -the modality
that had been used. In all cases, the projects had already been formulated and. for
somé ‘time had been‘in search of the necessary 'financing. The Administrator believed
that this modality had enabled a source of financing to be found and -the projects to
materialize.
6. For theéé‘réasons, the Administrator recommended an:extension of the mandate
for two further years. The Administrator believed that by respecting the ground.
rules which had been established it had been possible to increase resources in a
pragmatic way for the programmes served by these three specific funds without in any
wéy endangering ‘the principles that protected and guided UNDP's- central funding role,

Summary of the discussion in the Committee

T. The Committee had a lengthy discuséiﬁn on a wide variety of aspects of the
répbrt and of the recommendatior of the Administrator. All members put special
emphasis on the importance of respecting the basic principles of multilateralism.
A1l members also expressed special concern for tne needs of the least developed
countries, in particular those afflicted by drought and desertification. Members
considered that the arrangements established for UNFSSTD by the United Nations
General Assembly distinguished UNFSSTD from the other two funds.

8. " A‘numbér of members considered that the experiment that had ended on 30 April
should not be renewed. They a“tached the greatest importance-to what they saw:.as a
basic principle of multilateralism and raised many. issues of principle. One member:
considered that tied procurement amounted to a non-tariff barrier and stated that hi.
Government was againSt all forms of protectionism. He also saw tied procurement as
conducive to supply Side developmént finaneing. In this regard, another member

stressed the importance of looking 'at outputs and considered-that not-all:inputs wou
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iLfficult to-refuse and it might emerge that real, often long~term, costs were
associated with a gift that would lead tc negative consequences for‘the‘recip;ept B

of ‘that gift. He believed that the projects financed under the experimentﬁyepg good
ones’y but ‘considered that if this were the.case, those project§,could havewgeen_
financed anyway. He stressed that the issue at stake was not whether queynmentg were
for or against certain projects, but rather, that i;Awas aitechnical one ccnqgrning‘
the mode of financing.

9. Several members considered that it was not possible to prove additiona;;ty pf.
resources through thege. trust funds, and were of the opinion t?at addipiongl;iy was
doubtful. A member:stated that his country had refused to finance a ptpject’when it
became awareythatra&dedvprocurementcontributionvmx;?eing;nade by another dongrvtq the
same project. Another member questioned why UNCDF.haq”experienced an increase in its
liquidity and wondered whether disbursements related tq_tied contributioqs’were having
a negative impact on”d;sbgrsemgntg.related to core resources. He stated that for his
countyry it was very -important to.defend_contributionsvﬁ§ ﬁNCDF‘s genehal resources.
Several members emphasized that nothing should be done that would endanger the level
of .UNCDF's core resources. Several members considered that tied procurement funds
would not be to the benefit of recipient countries in the long run as they would
erode ‘the central resources of UNDP. The proliferation of funds would weaken UNDP

and the -appropriate response to meet pressing needs was todstrengthen the centra;
resources of UNDP,

10i :Several members expressed..serious concern.at @he:precedent that agcggpange of

the Administrator's recommendations would establish.. They saw UNDP as the market
leader in technical assistance and did not want to give a signal to Q;herskthat,tigd
rrocurement: was an acceptable. practice. One member stressed that‘a prqbable resu;t of
the arrangements proposed was that the cost of technical assistance would mosp‘likely ‘
rigev: Another member asked whether projects had ever been amended to fit donoh '

requirements and whether on any .occasions tied procurement funds had been refused.
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He further asked_whether,"for example,.UNDP would accept tied procurement funds for a -
project in a country where no after sales service organization was available for the
items procured.

11. One member, supported by others, stated that the whole scheme could not be
considered an experiment because it was unclear what questions the scheme was
des;gpeq tq_answep.‘ She wondered what information would become available that would
enable the same questions to be more fully answered in two years. Another member
considered that the Administrator, in his report, should have also presented the
arguments against a continuation of the experiment. Several members urged the
Administrator to consider all other possible alternatives to the one presented in-

the document. In this regard, a member asked tbe‘Administrator,to consider ways of
using alternative forms of financing, such as parallel financing, and specifically:
thejau?hoyipylgranted to him under decision 83/5 to .provide management services to
recipientg_gfﬁbilateral aid.

12. A number of delegates stated that the system of ceilings applied as a-
consequence of deqisiog 83/52 appeared not to have been satisfactory, and that a -
re-examination of the system of ceilings would have to. be made.

13. Many members, while emphasizing the importance they attached to the principle

of multilateralism,‘considered that - given the gravity of the situation facing the
least developgd countries, in particular those afflicted by drought and desertificatior
and given the specific nature of the mandates of the funds in question -~ the
Administrator's recommendation was appropriate. These members stressed the background
to the mandate given to the Administrator and in this respect one member stated that
the needs of the countries in question were even greater at present than in 1982.

Many members considered that it would be inappropriate to take any action that could
possibly have a negative impact on the activities of the funds in question in those
countries most in need. They attached particular importance to the crisis facing

the countries concerned and to the fact that the projects were considered priority

projects by these countries.
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4. Several members from recipient codﬂﬁries described some of the projécts
:ondé;néd and reiterated the importance attached by their Governments to these
rojects. A member stated that the mandate granted to the Administrator had enabled
INSO to maké a vitél contribution to the pressing needs of his dountry and region.
everal members considered that produrement tying'had made it possible for the funds
.0 make important contributions to the development activities of the least deﬁeloped
ountries in Africa at a time of scarce resources. One member referred to the
ecently published Plan of Action drawn up by CILSS in collaboration with UNDP/UNSO.
n his view; 6n1y if thé necessary non-procurement-tied resources Qere available to
ut such a pian of aétion into operation would iﬁ be'appropriate ﬁo tdrn dJQn the
\dmiﬁistrator's recommendation. Many members reiteréfea the'boint:made in the report
hat the.prdééss'foiloﬁed.ih‘the acceptance of tied pfoéufément funds was the same as
iith other fdhdé; they:cénsidered that nobdistortions Héd occurred as a result of the
yrocurement tying and stated that the projects had been identified by the ﬁécféféé€~
ountries themselves.

5. Many membéﬁs stated that the mandate given to the Administrator‘should, under no
ircumstances, be considered a precedéﬁé,‘bﬁt an exdeptidnal méasure”téken to help
leal Jith a parficular crisis. Several ﬁemﬁérs emphasizedutﬁé veﬁy particular mandates
¢ UNCDF and UNSO. UNCDF was mandated to provide capital assistance while UNSO, also
.é;éelj éapitéi oriented, was specificélly mandated to mobilize reéonées foé %ﬁe
ludano=Sahelian regidn. They considefed'thaﬁ fhe experience of.thésévfunds éouidi
ot be used as a precedent for normal teéﬁnicél agsistance activitiés.v SeQeral
iembers stressed the eipérimental néture of the'experienceAaﬁd coﬁsidered that not
nough time had been aliowed to be able to accurately assess the ekperieﬁce. They
elt thgt more time was needed beforé definite concldsions weré drawn.

6. 'ébme membe;é stated that the reéoﬁrces in question, while importént for the:
:ountrieé concérned, were marginal to éssiéﬁance levels in general and could not be
:onsidebed to constitute aAdanger to the principlés of multilateralism or a

significant force towards protectionism. Those members felt that a practical approach'
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was necessary that took into account the néeds of specific projects. Several members
believed that the resources mobilized did represent additionality of resocurces. Two
members from donor countries stated that the tied procurement modality enabled their
countries to provide supplementary resources. Several members, while supporting
the Admihistratoh‘s recommendation, stated that.a further two years should be
sufficieht time tb‘réach a final conclusion on the validity of the experiment.

‘Response of the Administration:

17. The Assistant Administrator emphasized the importance of the specific nature

of tﬁe mandates held by the funds in question. Thée three funds had mandates that
were quite distinct from UNDP's role as a central funding mechanism for technical
assistance.

18. The Assistant Administrator emphasized the importance attached by the recipient
countries to the projécts and roted that it had not been UNDP's experience that
financihg bould have been made available through other sources. Regarding the
programming of UNCDF résources, he stated that thiere was no difference in the way:
UNCDF implemented préﬁects and disbursed funds financed from core and tied
procurement resources. With respect to the danger of distortions being imposed on
the recipieht countries and the risk of supply side development financing, he stated
that the projecﬁs were already identified by the recipients and had hbeen seeking the
necessary financing. Projects had not been amended to suit donors and no
distortions had taken place. All of the same procedures and criteria were applied
in the case of projects financed from general resources and tied procurement resource
In the case of an offer that was inappropriate, such as the provision of equipment
to a country where no maintenance for that equipment was available, the Administrator
would be of the opinion that such equipment should not be purchased. The Assistant
Administrator stated that it had not as yet been necessary to refuse contributions
that were procurement-tied on the grounds that the proposed contracts were
unacceptable. With respect to the recommendation put forward by the Administrator,

the Assistant Administrator stated that the Administrator was not in a position at



P/1984/BFC/L,2/Add 15
age 8 o

hat time to draw definite conclusions, either positive or negative, from the
xperiment. It was partly for this reason thatvthe,Administrator had recpmmended

. further two-year extension.

9. The Director of UNSO reiterated the significance of the specific nature of

INSO's mandate and of its own distinct modus operandi. For example, UNSO operated
utside of the IPFstructure and an integral part of its role was to attract #rgjeép
‘unds. He noted that projects.yere elaborated first at a country level accordiné to
‘he priority needs of the countfy concerned aﬁéi{g Qa#koniy subsequently that a
source - of financing was sought. He attached particular‘importance to‘tge high va}ue .
slaced by recipient countries on the projects.

20. The Assistant Administrator, Bureau for Special Activities, confirmed that ;pe.
same pro¢edures and criteria were applied toﬁpppjects financed.frqm contripgpiéhs fo_
JNCDF's ‘general resources and tied procurement contributions. :Hefggateq_tpat tﬁg. "
resources made available under the -modality had been importaqt”in al}owing UNCDF

to pursue its-mandate in the least developed countries. §€q§9“8ht to reassure
nembers that the Administrator attached the greatest importance to contributions to
UNCDF's core resources, and nothing would be done which ir the qpigipndqf the |
Administrator could stand in the way. of the mobilization of core resources,

21."The Deputy Director of UNFSSTD described the good .experience phe.fund had had,v
so far in those projects that were already being implemented. He emphasized thgt o
the nature of the financing made no difference to -the normal{procedures_applied_pxwiA
the Fund. The Deputy Director further expressed satisfaction at the distingtion

made by members between the other two funds and UNFSSTD.
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Recommendation of the Committee

22. Following its consideration of this subject, the Committee recommends that the

Council adopt the following decision:

The Geverning Council,

Having considered the Administrator's report on trust funds conditioned on

procurement in a donor country contained in DP/1984/58 and DP/1984/58/Add.1,
Reaffirming the fundamental principles of multilateralism as embodied in the

Consensus and in UNDP's Financial Regulations, inter'alia,vfinancial regulation 14.5,
Noting General Assembly resolution 37/2&4 concerning the United Wations Financin

System for Science and Technology for Development (UNFSSTD),

GE.84-63075
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Having regard to the exceptional situation pertaining to the least developed

ountries, in particular those countries in Africa afflicted by drought and
esertification,

Recognizing the availability of parallel financing and co-financing as means to
omplement the general resources of UNSO and UNCDF in accordance with their respective
andates,

Recalling, subsequent to and in the spirit of decision 83/5, that the Administrator
ay at the request of the recipient country for bilaterally financed‘projects'prqvide

full range of services, including procurement and financial services, as part of
anagement services,

(a) Decides, as regards UNFSSTD, to extend decision 83/%2 until %0 April 1986;

(b) Decides to extend the experiment period concerning trust funds conditioned
n procuremeht in the donor country as regards the United Nations Capital Development
und (UNCDF) and the United Nations Sudano-Sahelian Office (UNSO) for a further ‘
yeriod of two years until 30 April 1986

(¢c) Decides that this experimental period shall nct be extended beyond
30 April 1986 and that the Governing Council will take a final decision regarding the
.ssue of trust funds conditioned on procurementlin the donor country at its
shirty-third session;
(d) Decides, as regards UNCDF, to allow the Administrator to accept trust funds
sonditioned on procurement in the donor country until 30 April 1986, provided'that:
(i) The donor country has not decreased its contributions in national currency
to the general resources of UupP,
“(ii) The donor is a contributor in the same year to the general resources of UNCDF,
(1ii) The contribution conditioned on procurement in the donor country does not ‘
exceed 10 per cent of the sum of the donor's contributions to the general
q

resources of UNDP and UNCDF,
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(e) Urges all Governments to increase their contributions to the general resource
of UNCDF so that the activities of UNCDF relating to the least developed countries
can expand without recourse to contributions conditioned on procurement in the donor
country;

(f) Decides, as regards UNSO, to esuthorize the Administrator to accept trust
fvmds conditioned on procurement in the donor country until 30 April 1986, provided
that:

(i) The donor country has not reduced its contributions in national currency to

the general resources of UNDP;
(ii) The donor is a contrwibutor in the same year to the general resources of UNSO
(iii) The contribution conditioned on procurement in the donor country does not
exceed 15 per cent of the donor's contribution to the general resources of
UNDP and UNSO;

(g) Urges all Governments to increase their contributions to the general resourc
of UNSO so that the UNSO programme in the countries affected by drought and
desertification can expand without recourse to contributions conditicned on
procurement in the donor country: and

(h) Requests the Administrator to meke a full report, including his
recommendations on the issue of trust funds conditioned on procurement in the donor
country, to the thirty-third session of the Governing Council, including in particular
an evaluation on the sectoral and geographical distribution of the use of the funds
conditioned on procurement in the donor country as well as on procurement procedures

utilized and the effects cbtained.
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Further digcussion in the Committee

23. Many members restated their positions on the recommendation after its approval. ‘
Members underlined the impertant pointe of principle reflected in the report but

agreed to join the consensus on the recommendation in the spirit of compromise that

had always cheracterized the Council's proceedings. One delegate asked whether
special contribufions were included in the voluntary pledge of a donor when
comparing the level of contributions from one year to ancther. The Assistant
Administrator responded that special contributions would not affect the comparison

of voluntary pledges from one year to another.
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Chapter III, OTHER FUNDS AND PROGRAMMES

VUnit for TCDC. 0 . L.

' A, /ctlvrtles and staffing of the Special

1. For consideration of item 8 (d), Activities and staffing of the Special Unit for -
TCDC, of the Council's agenda, the Committee had before it the report of the
Administrator (DP/1984/46) submitted in response to operative paragraphs 2 and 3 of
section II of decision 83/21, dealing with the functions:and staffing of the Special
Unit for TCDC.

2. In introducing the item, the Assistant Administrator, Bureau for Finance and
Administration, exphasized that the Council's decision had called upon the Administratox
to increase, to the extent possible, the staff resources of the Special Unit, due
consideration to have been given to the necessity to conbtain administrative costs. He
described the methodology followed by UNDP in its review of this matter which included
a comprehensive analysis of -the Special Unit's functions. He emphasized a point made

.11’1 the report submitted to the Council, namely that each set of activities undertaken

GE.84~62763
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by the Unit did not represent a fixed quantum of work which required a precise number
of staff to éarry out. Instead, the level of activity wes subject to availability of
staff resources, provided a certain minimum number of staff were available to carry out
essential functions.

3. He then réviewed_the changes in the level of staffing of the Unit since its
establishment in 1975, as well as the various ovntions considered by the Administrator
in his recent review in an attempt to respond te the concerns of the High~level
Committee on TCDC with regard to the Unit's staffing. He informed the Committee that
following his comprehensive review, and taking into account every factor relevant to
the issue, the Administrator, on balance, was unable to recommend increases in the
staffing level of the Unit. In the vicw of the Administrator, the further enhancement
of the Unit's activities WOuld be pursued along the saﬁe succeéﬁfuivlines followed
hitherto, namely that of working closely through regional bureaux and ficld offices

as well as in the enhancement of the focal points for’TCDC in developing countries.

L

Summary of the discussion in the Committee

4. Members expressed their appreciation to the fdministrator Ffor the comprehensive
and clear report submitted for their review. All expressed their continued support

of TCDC activities and their keen interest in furthé§ enhancing them. © Many members
considered the contents of the Administrator's report to be .balanced and based on &
practical and responsible approach. Several of those members expressed the view that
the enhancement of TCDC activities within the bounds of availsable resources was the
most practical way for handling the issue and expressed their support of the
Administrator's views and ideas on the matter as reflected in the report. They
referred to the open presentation of the issue by the Administrator and stated that the
staffing of any single unit, including that of TCDC, had to be viewed within the larger
context of general staffing and administrative coste inm UNDP., . member emphasized

that TCDC was a matter primarily for developing countries to handle themselves, a
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principle which he thought was generally accepted. He further emphasized that the
decisious of the Hig1~1eve1'00mmittoe on TCDC, including those on staffing, werc an

[=}

?ession of that group's views; in .that context th= Governing Council had requested
the rdrinistrator to review the feasibility or otherwise of responding to these requests
Another member pointed to the discyggiggjﬁﬁ“ﬁhenHighmlevel Committee on the issue of
stafling and stated that that Committee's decision on the subject was not unanimous.
This member stated that clearly almost every urit in UNDP could benefit from additional
staffing resources but these rescurces were limited.

5« VWhile rany wembers understood the interest. of several Governments in securing
additional staff Jor the 3pecial Unit, they accepted the validity of the Administrator's
considerations znd the sourdness of his conclusion not to recommend an increase in the
staff of the SpecialAUhit for TCDC, which they therefore endorsed.

6, Other members expressed disappointment at the Adminigtrator’s inability to propose
e restoration of the staffing of the Unit to its original strength and highlighted the
;reat importance and potential contribution of TCDC to developing countries' self-relian
They could not encorse the Administrator's conclusions and questioned whether a critical
level of»staff resources was indeed available in the Unit to perform the essential
funo%ion§~ These members did noi agree that the staffing of the TCDC Unit had to be
compared with the staffiﬁg vi vy uurve L0 TMDF, paxvicuiarly since no crisis
situation existed in other unitvs. TFurthermore, while the priorities of staff strength
way depond on various judgemental factors, in the case of TCDC the high priority and
inportance attached to the isgsue were clearly highlighted by Governments, in particular
av the High~level Committee for TCDC. In their view, the question before the Budgetary
and Finance Committeec was vot whether there was a need for additional staff ~ this
principle had already been cgreed upon by the High-level Committee - but how best to
mzat these needs and to determine positively its relative priority. Some of these

.7 bers considered that the absence of a positive response could endanger the results

fciileved by TCDC activities. Anotiier member stated that while he saw the logic in
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the Administrator!s xeport, he considered that the test of bridging the gap between L
developing oountrieé was beyond that simpleilogio. Several of these members urged

the Administrator to review again the situation and resolve the question of the staffing
of the Special Unit.

Response of the fdministration

7+ In his response, the Assistant Administrator stated that in the view of UNDP any
discussion on TCDC should have ag its starting point not just the recognition of TCDC's
g;éat importance, but rathef how best to support it. UNDP's involvement in TCDC
activities couldnot be measured simply in the number of staff. Furthermore, in the view
of UNDP, TCDC did not mean staff sitting at headquarters but rather assisting field
offices and Governments in the design of projects, in the enhancement of economic and
technical relations between Governments and such similar activities., He provided a

list of headquarters units which, in the judgement of UNDP, needed strengthening and
furthef exphasized that such was the case with many field offices particularly in LDCs.
In“réferring to the High-level Committee decisions, he emphasized that that Committee ‘
wés nof constrained by budgetary considerations, whereas UNDP and the Governing Council
had to deal with budgetary faptors as essential elements. As UNDP considered that the
minimm critical level of staff resources was in fact available in the Special Unit for

TCDC, the Administrator had to reach the conclusions reflected in his report to .the

Council.,
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Recommendation of the Committee

Following its consideration of this subject, the Committee recommends that the
Council adopt the following decision:

The Governing Council,

Having considered the report of the Administrator contained in document DP/1984/4

Cognizant of the importance all countries attach to TCDC activities,

Recognizing the importance and pertinence of the High-level Committee on the
Review of TCDC's recommendations on the need to strengthen the staffing of the
Special Unit, |

Noting the current financial constraints of UNDP,

Also noting the Administrator's conclusion not to recommend additional staff to
the unit at this stage,

Requests the Administrator to keep the issue of staffing of the Special Unit for

TCDC under review, in particular in conjunction with the preparation of the 19861987
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Chapter V. FINANCIAL, BUDGETARY ATD ADMTNISTRATIVE
A AR MAPTERS (continued) - o

B. Revised budget estimates for the biennium 1984~1985

1.' ‘For its consideration of item 9 (b) of the:Council's agenda, the Committee had -
before it a report of the Administrator on revised budget estimates for the biennium
1984-1985 contained in document DP/1984/54.
2. . The Agsistant Administrator, Bureau for Finance and Administration, introduced ths
item by stating that the. Administrator was proposing revised estimates of $332.,6 millic
gross, $262.3 million net, for the 1984~1985 biennium., This represented a reduction o
$24 . million gross, $17:million net, in the original estimates. The reduction was
attributable primarily to currency movements which accounted for a-reduction of
$14 million, and the impact of inflation which resulted in an additional decrease of -
#12 million. These savings were partially offset by mandatory cost increases, totalli:
approximately $2 million. The income picture also reflected a reduction - primarily di
to a revised estimate of government local office cost contributions under UNDP core

. aectivities -~ from $30 million to $23%.5 million,

GE.84~62769
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that it would be desirable to have further discussions on the prequntatlon of the
1986-1987 biennial budget. One member asked whether net costing for salaries was the
current practice among CCAQ members, Another member asked whether the proposals
regarding training would have any. impact on the structure or‘decigionwmaking machinery
of the Training Section.

10, Many members expressed thelr understanding and support for the proposal for a
contingency provision in the biennial budget. However, one member requested more time
to consider the proposal and requested that the magter be reconsidzred at the
thirty~second session of thevCouncil. _QQVEral members asked for further information
regarding the calculation of 3 per cent for the contlngency prov1uion. Other members
required- further clarifications on the anticipated need forvthe contingeqcyﬂproyision.
Several members asked what precedents existed in the Unitbd Nations sy tem w1ﬁh
respect -to.contingency provisions. A member requested clarifigation on precisg;y '
what kind of. resolutions. of the United Nations General As"“mbly whlch impacted on

UNDP s budget; would be accommodated within the contingency provision. Another member
sought clarification as to whether the UnitedwNations General Assembly had the p&wer
to appropriate UNDP funds which were under the guthority of the Governing Council.

It was his understanding that the Qouncil wou;d, in gffect, be giving the
Administrator the authority to exceed apprqpri@tionsjas a consequence.of certain
United Nations General Assembly resolutions that had an impact on admlnlgérétlve coqts
in UNDP '8 biennial budget. One member asked whether the contingency provision wouia
be a recurring budgetary feature. |

Response of the Administration

11. The Assistant Administrator pointed cut that the reducedybudget estimates
presented were due to factors strictly beyond the control of the Adm;nlstrator. He
suggested Lhat whlle the Admlnistrator did not deserve any credit for the result,

neither should he bs considered respon51b1e in those cases wh@rw these same factors
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caused cost increases beyond those previously envisaged. He noted that the
possibilities for UNDP of absorbing significant-cost increases were minimal, and tbat
this was the reason for the proposal for a contingency provision.
12. The Assistant Administrator stated-that the dominant factor likely to impgcp,the
biennial budget was currency fluctuations. He: proceeded to explain the calpulat;on
that’gdve rise to the 3 per cent ceiling. The- Administrator took as a basis; the
possibility of a 15 per cent currency fluctuation against the US dollar. ,Singe,this
would affect only- two-thirds. of UNDP administrative expenditures, a 10 per cent figure
became appropriate. " The 10 per cent figure had to be calculated against. an eight-
month period rather than the full two-year bieanial period. The resulting
5.3 per ceat figure had been rounded.off at 3 per cent. - The Assistant Administrator
explained that eight months were required since time was needed to establish whether

fluctuations were of a short-term or of a sustained nature. -He noted that he had

‘offerad the same explanations to ACABQ.

13. Regarding the future of the contingency provision, the Assistant Administrator
informed the Committee that the provision would be proposed for: incorporation. into .
UNDP's Financial Regulations at the thirty-second session of. the Governing Council.
He noted that the contingency provision would not, a priori, have any impact on
programming levels in that the contingency was not a reserve in the sense of the
Operational Reserve but rather an authority to exceed appropriations if necessary.
The Assistant Administrator stated that with respect to the use of the contingency
provision in respect of General Assembly resolutions, it had been the intention of
the Administrator for this to apply only to administrative cost factors. It was not
to be used for any volume increases and it was agreed that the decision should be

worded to reflect this.
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14. Regarding the financial impact of the job classification exercise for

General Service staff in New York, no further information was availablc at the
present time since th: ICSC had not yet taken any decisions in thisz regard. The
Assistant Administrator stressed the‘impoﬁtance of beging able to intrngce any
changés in line with the ICSC's decision at the same time as the United Naticns.
Concerning the presentation of the budget, he stated that the propossd presentation
of training costs would not affect the structure or decision-making in the

Téaining Section. Regarding the proposal to move to net cesting, the

Assistant Administrator stated that since UNDP did not participate in the Tax
Equalization Fund of the United Nations, any reimbursement of taxes by UNDP to ips
staff'represented a direct cost to the organization. In this sense, staff
assessment had no real significance for UNDP and a4 gross budgeting of staff costs
served no practical purpose.

15. The Director, Division of Finance, stated that agency practices with regard to
contingency provisions varied depending on their individual circumstances: iun some
cases significant contingency provisions existed, in other cases the appropriating

bodies met up to four times a yeazr,

-
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Recommendation of the Committee . . :i-

Following its consideration of this subject, the Committee recommends that the
Ccuncil adopt' the Following decision:

The Governing Council,

Having considered the 1984-1985 revised biennial budget estimates of the
Unitad Natlons Development Programme as contained in document DP/1984/54,

(a) Takes note with appréciation of the rnport of the Adv1sory Committee on

Acministrative and Budgetary Questions (DP/1984/56);

1ﬁxiiﬁp)! Apgﬁgxgg approprlatlonb Jn dn amount of 532 615 200 (5rous) to be
nllocated” from the résdirces indicated below to flnance the 1904 1985 biennial T
budgel. and- resolveg that the; income, estlmaéeé in an._amount of $70 296 900 shall

e usé‘ éoASffset tée éross:;ppropflatlons, resultlnv 1n net appropriatlons of 7: "
$269:%18,500 45 indicated belowi’

riy QA L£nhas2
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Resources

of UNDP

(1)
(i1)
(1i1)
(iv)
(v)

(vi)
(vii)

Resources of the United Nations

UNDP core activities
OPE

IAPSU

UNV

UNSO-UNDP/UNEP joint
venture
(institutional
support)

TCDC/INRES
OGIAR

Total UNDP

1984-1985 biennial budget

(Thousands of US dollars)

Capital Development Fund (UNCDF)

(1)

Resources of the United Nations

UNCDF

Revolving Fund for Natural Resour'ces

Exploration (UNRFNRE)

(1)

Resources of the United Nations

UNRFNRE

Sudano-Sahelian Office (UNSO)

(1)

a/ "Estimated support cost reimbursements to OPE of $7.8. million. in respect of
UNDP~funded and other technical co-operation activities;
UNCDF-funded activities and $1.3 million in respect of UNSO-funded activities.

UNSO

Total appropriations

Gross Estimated Net
appropriations income appropriations
294 628.8 51 164.2 24% 464.6

13 303.6 15 30%.627 -
2 171.2 2 171.2%/ -
6 389.0 1 037.9 5 351.1
2 190.1 1 203.5%7 986.6
636,2 41.7 594.5
900.0 - 900.,0
320 218.9 68 922.1 251 296.8
5 580.0 650.8 4 929.2
3 007.4 323.5 2 68%.9
3 808.9 1 400.5 3 208.4
332 615.2 70 296.9 262 318.3

$1.2 million relates to staff assessment.

9]. Including reimbursement of $1.9 million for IAPSU from the agency support
cost provision within the general resources of UNDP.
$0.3 relates to staff assessment.

c/ Including UNEP half-share of the cost of the joint venture (instltutlonal

support).

$3.0 million in respect of

The balance of income of
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(e¢) Approves the Admlnlstrator s proposals for changes in the
presentation of the 1986 1987 biennial budget estlmates as fOllOWS’

(1) Budgeting of all staff costs on a net basis;

(1i) Deletion of the provision for trainlng from the common staff coét
category and the presentatlon of the related estimates under the
organlzational unit of the Division of Personnel; and =

(iii) Deletion of information designated as "distributed costs".éﬁd
presentation of the related estimates only under the appropriate
organizational unit;

(d) Approves a contingency provision not to exceed a total amount in
dollars equal to 3 per cent of approved gross appropriations. The authority
to use this contingency provision shall be limited to unforeseen requirements
arising in the second year of a biennium due to currency movements, inflation
or decisions of the General Assembly in that year affecting administrative cost
factors in the biennial budget, and shall be subject to the prior concurrence of
the ACABQ;

(e) Requests the Administrator to report on the use of this authority to
the next regular session of the Governing Council;

(f) Decides that the effective data for implementation of the results of
job classification and new salary scale for UNDP general service staff at
headquarters shall be the same as that applied by the Secretary-General for
United Nations Headquarters General Service staff;

(g) Authorizes the Administrator to implement the results of job
classification and the new salary scale with the prior concurrence of ACABQ, and
requests the Administrator to report thereon to the thirty-second session of the

Council; and
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(h) Reguesté the.Administr;tér to ihclude, és parﬁ of the iﬁfdrmatioﬁ
provided to the Counéil at its;thirtyééécond‘sessién, a separatevcoséoiidétéd‘ 
table showing estimated groséuéibenéiﬁures:by ma&of oategory:of éxéénditure
and sou;éé of fuﬁds for ail'UﬁbP acti?ities. | :
(i) Takés hotéﬁoflﬁhe cé;r§~forﬁard of $700,660 of 1982—1983 OPE support

cost earnings for use in 1984-1985.
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Addendum
.Chéétéﬁﬁi. MATTERS REFERRED TO THE COMMITTEE BY THE PLENARY N
- (continued) - o

D.. Country and.intercountry programmesand projects:
use of United Nations volunteers to assist the
.most severely affected African ecountries in the
implementation of emergency 3551°tance programmes

1. For consideration of the flnanclal 1mp11catlons of one of-ﬁke‘questieds under
item 5(b) of the Coun011's agenda, the Committee hadwgefore it Lhed;eéoft of the
Adminlstrator (DP/l984/22/Add l) deallng with the use of Unlted Natlons volunteers
to assist the most Jeverely affected Afrlcan countries in the 1mplementatlon of .
emergency aSSLStance progfamxﬁee.r . | | E »~ : | -
2. In introducing the 1tem, the Admlnlstrator empha31zed that the proposal
before the Commlttee Was belng presenﬁed w1th1n “the context of the
Secretarwaeneral's concern to mob1117e the efforts of the 1nterna£idnal eomdddityvi
to allev1ate through the idplementatlon of emergency ee31etance.programmes, the h
acute and massive sufferlng that is currently affllctlng many countrles of AfrleaT

Such a331stance was requlred to meet severe food shortages, 1nadequate water

supplles, poor medlcal supplles and weak 1nfrastructure. He had hlmself v131ted
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a number of the drought-affected Sahelian countries and had been struck by the
shortages of technical and logistical manpower to augment the efforts that
Governmepys were making to maximize the benefits from the material assistance being
providéd éenerously by the international community. Since the United Nations
develoﬁméht:éystém alréady had a proven instrument in the United Nations Volunteers
programme that could obtain qualified manpower through its global recruitment
network and channel it to requesting countries on a rapid, flexible and low-cost
basis, he was proposing as an exceptional measure a modest allocation of

$US 1.5 million from Special Programme Resources to suppoét'the aséignment-of ébme.'
100 UNVs (1,000 work/months) over the remainder of the third programming cycle,
1982~1986, in such fields as food transport and distribution, basic health care
and nutrition, safe water supplies, forestry and desert control and veterinary
services. The Administrator then outlined an action plan tovbe carried out
immediately shouldvthe proposal be apb;erd. Guidelines for utilizing the fund
would be drawn up and Governments invited to formulate their requests for pressing
technical and logishic.manpower.pequirements.' Simultaneously UNV would establish
a special roster;pffiAAQQidpais”quéiified in the fields iikely to be involved who
wgre'available oﬁvéﬁofﬁ noiiéé; .AFieiAihé of the first teéms of vg;untgers.yould
procggd onée rgquests were processed in accordance with the guidelineé;v_F;nally,
thg Administratqr‘invitediaogor countries to participate throuéh contribut;ons ;n‘
cash and kind to complement tbe unique, timely and flexible‘mechanism béiné |
proposed and thereby extend the réach of activities to be carried out undefhybisi’

initiative.

Su@méry of tﬁe discussion in thg Committee
3.“ Mgmbers egpresseq their appreciation to the Administrator for his eloquent
anaiy51s of the situation confronting the most severely affected Afrlcan countries
in terms of their.skilled manpower gap. Many noted with satisfactlon the
considerable efforts being made by UNDP in its co-ordlnating capac1ty within the

appeal of the.Secretary-Generalf - There was unanimous agreement on the need to
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take remedial action on an immediate basis to augment the human resources of these
countries to help ensure that the utilization of material assistance from other
sources was maximized. - A few members pointed out that’ the absence of technical
skills in their countries had now become chronic. = Several members confirmed the
impact United Nations volunteers had already had in development programmés in their
coﬁﬁéfiés”citing the volunteers' adaptability to local circumstances and their 1dw
cosﬁ‘doﬁpafed with‘diheh'personnel inputs. This had resulted in considerable
savings to IPFs. One member, however, queried the cost of UNVs as compared with
the cost of volunteers from its own bilateral volunteer programme. One member was
gratified to see thét UNV had the'flekibility to undertake the operation proposed.
Another member noted that an increasing number of UNVs were being drawn from the
region which he regarded as an expression of TCDC. Anothér suggested that
consideration be given to using resources alldcated to TCDC activities from the-
liquidation of the United Nations Emergency Operation'Trust Fund (UNEOTF).

4. A few members queried whether the proposal would involve the channeling of
addiﬁional resources to UNV and also requested clarification as to the modalities
for drawing up the guidelines and arrangements for monitoring the proposed
activities. One member indicated that he would oppose any proposal which would -
give additional resources to UNV itself. Many members emphasized the exceptional
nature of the proposal and the correctness of supporting it with funds from
Speciél Prdgramme Resources which is intended for use, inter alia, in natural
disaster situations. A large number of members urged that the Committee adopt

a pragmatic approach to the technicalities of the fﬁndingxiSSue to permit early
implementation of the measure and, as one member put it, not miss the target
through hesitation. Some members explained that according to resolution 38/201
of the General Assémbly, the resources allocated to TCDC activities from the
1iquidatioh of the UNEOTF were to be used according to the priorities established
by the devéiéping countries and that it was not in the diséretion of the

Adminictratar o determire the tice of annech recolircoa
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< - Resporise of the Administration e o +

5 In his response, the Assistant Administrator, Bureau for Finance and C ‘
Administration, clarified the point that the additional funds do not represent a
subsidy to UNV' since they will not benefit the UNV Special Voluntary Fund nor. -. . -
UNV'S administrative budget. The intention was to finance .UNVs out of a -

regional project in the same way as those normally financed from national project ..
budgets. UNVs were provided to projects by UNV just as any other physical inpout

to a UNDP-supported project. He pointed out.that Special Programme Reacurces

could ‘be’used for a number of specific purposes one of which was natural

catastrophies and there were clear rules and procedures for'the utilizaticn of

such funds. Regarding monitoring and evaluation, normal UNDP procedures would <. -
apply with the participation”of the UNDP Resident“Representative, the

United Nations Specialized-agency:and the Government as appropriate. He also
indicated that the Administrator did not have; at the present time, any cther
proposals’with’ financial implications within the context of the Secretary-~General's. ‘
appéal’ to put before the Committee although the Administrator was reviewing what i ..
further measures could be taken by UNDP in this context. On the question of ..
allocating TCDC funds for the proposed activities, the Assistant Administrator
reminded the Committee that this was not a decision that the Administrator could

take since it was an initiative of the Group of 77. Regarding ‘the formulation. : .

of the project, this would .be undertaken in consultation between the Regional

Bureau for-Africa and UNV with the recipient countries being consulted for

individugl préject activities 'within the framework of the regional projects -.The.
guideline's would be prepared by UNV jointly with the Regiomal Burezau for Africa.

UNV was not a 'substantive ‘agency but an executing agency for delivery and .th:

project being proposed would fall within the total programme for Africa .and be s ‘
co-ordinated locally. The Executive Co-ordinator (UNV) clarified -the caats.of '

UNVs, emphasizing that the amount being proposed was based on 2. pro forma .
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applied by UNV across the board. The individual country pro forma costs were
established based on information provided by the UNDP field offices. He pointed
out, furthermore, that no overhead charges were made by UNV and there were no
additional hidden costs. The cost of UNVs was broken down into external and
in-country costs. The external costs were paid from the Special Voluntary Fund
in the case of UNVs from developing countries and by bilateral co=-operating
organizations in the case of UNVs from industrialized countries. In-country
costs were largely funded from national IPFsa. However, suéh costs were
increasingly being met from multi-bilateral funding sources, from Government
cost sharing and from the user United Nations agencies themselves.

Recommendations of the Committee

6. The Committee was ready to conclude that consensus had been reached on
the Administrator‘s proposal for an allocation of $US . 1.5 million from Special
Programme Resources for the remainder of the third programming cycle to provide

UNVs with a minimum lead time to the most severely affected African countries.
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D. Country and intercountry programmes and projects:
use of United Nations volunteers to assist the
most severely affected African countries in the
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Annex

Recomuendation of the Committee

The Budgetary and Finance Committee recommends that the Council adopt the
following decision:

The Governing Council,

Having considered the Administrator's report contained in

document DP/1984/22/Add.1,

Cognizant of the natural disaster caused by prolonged drought that is besetting
the African region,

§§callin§ that the Administrator is authorized by Governing Council
decision 80/48 to approve special projects to finance emergency assistance and to

B assist in the rehabilitation and reconstruction of stricken areas,

GE . 84=527TT
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(a) Approves, on the understanding that this should not be regarded as a
precedent, an allocatiop:of $1,500,000 from Special Programme Resources for a
regional project in sub-Saharan Africa [to counter the effects of the natural
disasﬁér'in’the regién by providing United Nations volunteers to the affected
region;] /

(b) Takes note that the prbject document will be elaborated in collaboration
with the regional bureaux concerned, [the Bureau for Special Activities through
the United Nations Volunteers programme] and the Governments of developing
countries concerned;

(c) Takes noﬁe of the Administrator's assurance that fully structured

assignments will be worked out with recipient Governments prior to sending

«Un;tgd ﬂations volunteers to their field positions.

e
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Chapter YI. UNITED NATIONS FUND FOR POPULATION ACTIVITIES
1. . -For consideration of subitem & {e) of the Council's agenda, the Committee
had befere it the following documents:
(a) Report of the Executive Director on the inclusion of the UNFPA
Deputy Representatives and limited core staff into the regular manning table
(DP/1984A /38 and Corr.l):
{(b) Audited nccounts of participating and executing agencies (DP/1984/33);
(¢} Report of the Advisory Committee on Administrative and Budgetary
Questions (DP/1984/40);
(d) Amendments to UNFPA Financial Regulations (DP/1984/72).
2. In intreoducing the subitem, the Exzcutive Director reported that the income
of UNFPA in 1983 of $134.7 millicn show:zd an increase of about 3 per cent over:

1982, and expressed the hope that the income projections for 1984, cstimated at

“an increase over 1987 of 5.5 per cent to $142 million, would be achieved. He

noted that no statutory budget increases had to date bszen made, znd UNFPA was not

> submitting a supplementary budget’ for the biennium 1984-1985.

N Q2 G A
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3. The Executive Director, noting that UNFPA had experienced no cash flow problems '
since it had become operational, expressed his gratitude to the Fund's donors for !
their continued suﬁﬁbrt and timely payment of contributions. He indicated that

UNFPA had added $2 million to the Fund's operational reserve in 1983, as planned,
bringing the reserve to $23 million.

4. The Execcutive Director was submitting to the Council at its request a
comprehensive report to enable it to discuss in depth the advantages and

disadvantages of a phased inclusion of the UNFPA Deputy Representatives aqd

Senior Advisors on Population (DRSAPs) and limited core staff into the regular

manning table, with 2 view to initiating and encouraging rotation between

headquarters aﬁd field professional staff. The costs asscciated with the
establishment of the posts and offices of the UNFPA Field Co-ordinators, as they

were originally called, had been met, not from UNFPA's administrative and programme
support services budget, but through the establishment of individual "country '
projects™ financed from UNFPA's programme funds. ACABG, he said, had in earlier ‘
years recommended on several occasions that the field staff be included in the

regular UNFPA staffing table and administrative budgst. At that time, UNFPA felt

that greater flexibility was required for its field operations during a period when
the Fund's resource base was expanding rapidly and more latitude was needed in

regard to the establishment of new field offices. In view of recent changes in the
situation, in terms of the more moderate growth of the UNFPA programme as well as

in the nature of the responsibilities of the UNFPA Deputy Representatives, UNFPA
believed it was now an appropriate time for an agreement in principle on field
operations in order to respond to the Council's request that UNFPA submit to it at

its next 'session a .report on UNFPA's basic manpower requirements. Noting that

ACABQ in 'its report before the Committee (DP/1984/40) had changed its position from ‘

earlier yedars, citing a less favourable income trend and less flexibility with

regard to changes in the field offices’ structure, the Executive Director said that

UNFPA did not share the Advisory Committee’s concern. Noting also that the UNFPA
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programmes of a certain volume, he indicated that gpproval Qf the proposal would
entail hardly any additional cest to the organization, and that to céntinue the
present system would mezan continued inequitable treatment of staff, both witﬁin
UNFPA and between UNFPA and UNDP.

5. UNFPA wés also proposiﬁg an amendment to the UNFPA Financial Regulations
arising from = recommendation of the United Nations Board of Auditors. The
amendment was designed tg ensure consistency of the UNFPA Financial Regulations with

those of UNDP.

Summarthf the discussion in the Committee
6. While a number Qf membefé voiced support for Both ﬁhe principle of equitable
treatment of stafrf aﬁd for the rotation of headquarters and field staff, many
members axpreésed concern regarding UNFPA*s plans for the implementation of ﬁhe
inclusion of UNFPA field staff in the regular manniné table. Many memﬁers said
that the reportv(DP/1984/38 and Corr.l) left a number of questions unaﬁswered, and
that additional infqrmation would be required before a deqision on the matter could
be taken. |
T Several members, for example, requested additional informgtion on thevcosts
that would be involved in the conversion, as well as on the number of poéts that
would be affected. Some ﬁembers expressed the belief that the criteria proposed
in the report for determining whether a given post should be transferred to the
regular mznning table were too vague. One member questioned how the developing
countries with the greatest population requirements were to be determined, wﬁile
other members suggested ;hat Governing Council-approved programmes and projects and
a country's status in tﬁe UNFPA system of priority‘countries for population
assistanc& be-included in the cfiteria. )
8. Some membefs reguested fﬁ;ﬁher information on the phasing of the conversion;
on the number of posts that would be involved and how the auxiliary support staff
would be dealt with. Some members requested informaticn on the plans for rotation

of ataff, including the rate of rotation and the number of headquarters and field
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were to be involved in the conversion, while another questioned why it was proposed '
that the conversion of auxiliary sﬁpport staff be delayed until after the conversion
of the UNFPA Deputy Representatives. Some members questioned whether the

200 series field staff posts would or should be converted to the equivalent

100 series post level. Some members indicated the importance of differentiating
between the pdst and the incumbent, while Qne nember requested information on how
thé gfadevle§el of the Deputy Representatives was determined. One member noted

that conversion of the Deputy Representatives would result in large proportionate
increases in the higher ranking posts in*théiUNFPA manning table. Scme members
requestéd information on how the conversion of posts would be reflected in the
UNFPA career déQelopment system. One member iﬁdicated that it would.be ugseful to
have additional ihformation on the magnitude 6f the activities of each field office
as well as on the length of service of those filling the UNFPA Deputy Representatives’ ‘
poéts; Some members expressed concern that UNFPA's administrative flexibility could

bé hampéréd by the conversion of field posts to the regular manning table.

9. Several members stated that UNFPA field staff should be treated on an equal

basis with the field staff of UNDP, One member noted the disadvantages to UNFEA

field staff of the present system and stated that the quality of personnel was of

ma jor impdrtance to the cost-effectiveness of programmes.

10. Several members said that the conversion of posts was not an Urgent matter,

and that a decision on the issue should be deferred in order that it could be

considered along with the UNFPA biennial budget for 1986-1987 and the report on

UNFPA manpower requirements, which were to be submitted to the Council at its
thirty-second session. Some members said that UNFPA manpower requirements should

be determined before the matter of implementation of the conversion of field posts

was decided. ‘
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11. At the invitation of the Chairman of the Committee, the UNDP Assistant
Administrator, Bureau for Finance and Administratién, briefly outlined the UNDP
arrangement for including its field staff in the UNDP biemnial budget presentation.
He furthermore noted that two somewhat distinct issues were ?nVOlvéd ih the
consideration of the UNFPA proposalsg gne concerned budgeta?y techniques; the

other concerned personnel policies relating‘to job security and contractual status
of staff.

12. Many members requested thet a detailed propossl for the implementation of the
conversion be submitted to the Council at its next session. Scme members requested _
that sugh a report should present options regarding implementation for the Council's
consideration. |

13. In regard to the audited accounts of UNFPA's executing agencies, some members
noted an earlier discussion in the Committee with respect to the UNDP audit reports.
sSome mgmbers expressed the view that more expanded, effectiveness—~oriented

narrative audit reports would be useful to the Council and suggested that such

audit reports concerning UNFPA be provided to the Council at future sessions.

Some members requested that executing agencies be encouraged to provide sgch audit
reports. Some members questioned why the document seemed to indicate UNFPA to be
its own largest executing agency. | |

14. Some members questioned the high.level of unallocated agency balances

indicated in the document.

Regponse of the Administration
15. 1In response to the various questions.and concerns raised in the Committee with
respect to the inclusion in the regular menning table cf UNFPA Deputy
Representatives and the limited core staff, the Deputy Executive Director
indicated that UNFPA wes secking advice from the Council on the principle of the
inclusion and was not ascking the Council at this ftime to endorse a new personncl

policy or to adopt a new budget. He stated thet sdditional administrative costs
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arising in the conversion from steff rules regarding agreed termination would be
negligible. While administrative costs might appear higher with the inclusion of
the UNFPA Deputy Representatives in the administrative budget, he pointed out that
the UNFPA administrative budget documents had for some years provided information
on what the administrative cost would be if costs of the offices of the UNFPA
Depﬁty Representatives were inciuded in thé adninistretive hudget.

16. Recalling that the Governing Council had always encouraged close co-operation
between ﬁNFPA and UNDP on administrative and operational matters, the Deputy
Executive Director noted that the UNFPA field staff is an integral psrt of fhe
UNDP;Resident Representative's office., As UNDP and UNFPA had both a joint staff
union and personnel policy, UNFPA field staff should share the same conditions of
séfvice asbthe UNDP field staff. With regard to the timing of the Committee's
'approval ofbthe inclusion of UNFPA field staff in the regular manning table, he ‘
stated that the fbrmat of the 1986-1987 biennial budget presentation to be submitted

to the Council next year depended on the Council's response to the Executive

Director's proposal.

17; .The Deputvaxecutivé Director agreed with comments in the Committee that a

gréater ﬁroportion of staff with field experience was beneficial to the

organization's effectiveness, and thet greater rotation of headguarters and field

gtaff should“be encouraged. The pfesent system, howéver, greatly hindered such -
rotation.

18. With regard to the number of posts to be converted, the Deputy Executive

‘Diréctor séid that bétween one~-third and two-thirds of the field posts presently
established would likely be proposed as permanent posts. Regarding the impact of

conversion on administrative flexibility, he stated that UNFPA's financial

pefformance had been sound and that the prospects for the future were good, ‘
es?ecially in view of the favourable income projections for 1984 and the expected, '

stimulating impact of the International Conference on Population. Therefore,
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19. The Deputy Executive Director stated that the UNFPA proposal to phase in the
inclusion of field posts in the regular manning table reflected a cautious approach
by the Fund and was subsidiary to the principle of inclusion itself. Furthermore,
he said that the posts to be transferred should include the auxiliary support

staff.

20, In response to the questions raised concerning the audited accounts of the
executing agencies, the Deputy Executive Director noted that the table on the
status of funds of UNFPA as an executing agency was somewhat misleading, as it
actually reflected funds allocated by UNFPA for direct government-executed projects.
He also explained that the unallocated agency balances shown in the document were
‘as of 31 December 1982 and thus did not reflect the current situation. He agreed
that effectiveness—oriented audits were desirable although he noted that obtaining
such audits from the executing agencies presented some difficulties as each of the
agencies involved had its own procedures regarding audits. He indicated UNFPA's
willingness to arrange that copies of the annual audit of UNFPA By the Panel of
Bxternal Auditors =g submitted to the Fifth Committee of the General Assembly be mac
available to delegations in limited quantities at future sessions of the Council,
Furthermore, the annual audit report of UNFPA would in future appear among the
documents listed in the Council's annotated agenda undexr the item relating to

UNFPA financial and budgetary matters.

Recommendation of the Committee

21. Following its consideration of this item, the Committee recommends that the
Council adopt the following decision:

The Governing Council,

Heving considered the report of the Executive Director on the inclusion of the

UNFPA Deputy Representatives and limited core staff into the regular manning table
(DP/1984/38 and Corr.l) and the comments thereon expressed by the Advisory Committee
on Administrative and Budgetary Questions (DP/1984/40) and the proposed amendments

to UNFPA Financial Regulations (DP/1984/72),
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(a) Requests the Executive Director in preparing the UNFPA biennial budget
for 1986-1987 to include all international and local staff serving in headquarters
and in field offices, without prejudice to a final decision by the Council at its
thirty-second session on the appropriate format;

(b) Decides that the Council, when considering the UNFPA biennial budget "
for 1986-1987, shall also consider if and to what extent field posts should be
established on a permanent or temporary besis and the criteria which should be
applied in determining those DRSAP posts to be proposed for inclusion in the regular
manning table, taking into account the recommendation of the ACABQ thereon;

(c) Notes the intention of the Executive Director to prepare a detailed
implementation plan and revised manning table to be included in the document which
he has been requested to prepare on UNFPA's basic manpower requirements for
consideration by the Council at its thirty-second session;

(d) Approves the amendment to Regulation 16:3 of the UNFPA Financial -~
Regulations, rel#¥ting to the submission of annual accounts to the United Nations
Board of Auditors;

(e) Notes the amendments to the ammex to the Financial Regulations of the
United Nations, approved by the General Assembly in its decision 58/408, concerning
additionsl terms of reference governing the audit of the United Nations, and notes
that these will consequently be reflected in the Information Annex to the
UNFPA Financial Regulations; and

(£) Requests the Executive Director to revise the UNFPA Financial Regulations
incorporating the above amendments thereto.

IT.

Having considered document DP/1984/39 containing the audited accounts of the

executing agencies for the year 1982,
‘Noting that the audited accounts of UNFPAte executing agencies for 1982, and

those for prior years, have not been accompanied by narrative audit reports, -
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Congidering that actions taken as a result of past decisions of the Council in
connection with the audit reports of executing agencies of UNDP would be equally
appropriate in the case of UNFPA,

(2a) Emphasizes the importance which the Council attaches to receiving narrativ
audit reports which disclose the results of audits that are sufficiently wide in
scope as to cover those areas which the Coﬁncil has identified in its previous
decisions, including in particular the audit of the effectiveness of financial
management ;

(v) Requests the Executive Director to bring this decision, and the views
expressed by the Committee in the course of its discussion of thislmatter, to the
attention of the Panel of External Auditors and of the administrations of the
executing agencies, and to report to the Council on their reaction; and

(¢) Further requests the Executive Director to provide annually an oral

report to the Budgetary and Finence Committee in regard to UNFPA's annual audit
as submitted to the Fifth Committee of the General Assembly and UNFPA's response

to such auwdit.
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© Chapter I. MATTERS REFERRED TO THE COMMITTEE BY THE: PLENARY

C. Additional allocation from Special Programme Resources for the
pronotion of actwon~or1ﬁnted TCDC aCb1Viti€S

1. For its consi deration of tho f;ﬂanCLdl nnd admlnlutrative 3ﬁmetu of one of

the issues ﬁeée‘ Ltem 8 (d) of tha Coen01]73 a@eedq the Commlttee had - beforc it

for conalderatlon a report of the Administrator, uCthltLe dnd mtafflng of the
Special Unit for TCDC: dddlulonallallocatlon xroﬂ upec1d1 Progrqmme Resouroeo (5PR)
for the promotionwef eetlenmorlented TPDC activities (DP/196//46/Add 1.

Introducing tﬁé subjeet, the Azsociate Adm1n131raiow referrud to Governlnglceuncll
decision 83/15 by whieh the Couﬁcll, at 1ts thlrtleth se331on, had approved an |
allocation ef $600,000 for eneﬁlflc action=orie nﬁed and promoﬁionalsTCDC activities “
for the ]9%4m198r blennlum. Thisg decxsxon had been taken in ﬁhe iiéhﬁ of a |
recommnendation of tneeilghmlevel Ccmmiitee for the Qevwow of TLDL wh%ch 03710d for
the alloqetion of $1 million for such activities. The Coverninp Counpll, aL the
same time it had anproved the allocation of $600,000, had also left open the

conSLderatlon of a Dcsqlble increase followxng the nid-tern review of the third

programming cyolc, 9&2 1956? whlch was to take p)ac; at the present session.
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. Describing the continuing evolution of action-oriented TCDC activities, the

ssociate Adminigtrator stated that resources already programmed for these activities

otalled some $778 000, made possible by augmenting the $600,000 approved last year

ith $200,000 in savings from prior year allocations. He empnasized the catalytic

ole play@d by UNDP with respect to promoting TCDC activities and pointed cut that

or 61 requests approved at an

overnments were contributing some $2.24 million, a ratio of well more than 1 to 3.

~

£ $11.2 million remained from the $20.4 million earmarked for various contingencies
ncluding TCDC. Taking into account the availability of funds, he regarded as
rudent the further allocation of $800,000 for the remainder of the third cycle in
rder to continue the momentum already generatsd in the area of action-oriented

romotional activities for TCDC.

Summary of the discussion in the Committee

Several members stressed the basic importance of TCDC and the relevant work

eing carried out by the Special Unit for TCDC:; they referred to the encouraging

.ostmsharlng character of the activities being undertaken. One member réported on

he resulta of a recent conferenge in Beijing on TCDC where 33 project PVOUU%ﬁSﬂId
een ag)r’ebd uponwith the main f‘mfmcml support comlngir’om the developing countmes.

e regarded the additional allocatlon of $800,000 as very modest

e Other members, however, quescloned the prudence of committing the entire

5600, 000 allocatlon w1th1n the flrst six months of the 1984-1985 biennium, and
axpressed concern that the request for an addltlonal $800,000 would be only the

First of several ddring the remainder of the third cycle. They also expressed

segervations about the use of SPR for the purpose of oromotwng action-oriented

repe act1v1tles, statlng that natlonal iPPs and/or the resources avallable from the

liquidated United Nations Emergency Qperatiéns Trust Fund (EOTF) might be more

suitable sources of financing.

estimated cost to UNDP of $674,000, the co-operating

The Associate Administrator reviewed the status of SPR and said that a bélance'
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6. One member Wgnted to know the difference between promotional activities and
other TCDC activities. Another member requested an 2xplanation of the criteria
employed for the usz of SPR. He and_another member also asked for details regarding
the nature of the activities being oarried ouﬁ; |

Respense of the Administration

7. Replying to questions raised by mgmbers of the Cpmmittee, the Associate
Administrator stated that, as a matter:of principle, if needs existed and were
identified in excess of the resources provided, UNDP would comnit funds tq meet
those needs as quickly as possible. With regard to whether further allocations would
be requested, he said that if a programme were successful gpd nceds existed,

UNDP would indeed request additional funds. It waé the Céﬁﬁcil“s prerogative to
either approve or deny.such requests. Explaining the differencg_between promotional
activities and actual technical co-operation undertakings, the Associate Administratq
gave examples of how the funds from the $600,000 allocation had been used for,

inter alia, the transportation of consultants and/or experts from one developing
country to another.

8. With respect to other sources of funding for TCDC activities, the Associate
Administrator referred to the beduction to 55 pef cent of the illustrative IPFs
which had provoked a major reduction in the amount available for the TCDC programme
from this source. Funds from SPR provided a small amount of additionality.
Regarding the $5.8 million in the EOTF, he said that it was largely weighted in
favour of promoting cconomic co-operation among developing countries rather

than TCDC and was not within the Administrator's discretion to spend. The

General Assembly resolution provided that it was for the developing countries
themselves to decide on the priorities for the commitment of those funds and, in
this conection, relevant negotiations with the Group of 77 were presently under way.
9. The Associate Administrator stated that SPR had been allocated for support

of the United Nations Transport and Communications Decade in Africa, for

assistance to the Palestinian people, pre-investment activities and TCDC. He
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emphasized that the basic issue for the Committee to decide was whether the
allocation for TCDC from these SPR funds should be increased.

 Further discussion in the Committee

10. Most members expressed the view that whatever doubts they had had about the
proposal had been assuaged.‘ SeVeﬁal, however, stated that such expenditures should
be regularized.and not dependent on SPR allocations. They requested that a relevant
recommendatibn be submitted to the Council at itsuthirty=second sessién; .Another
membeﬁ mainﬁaihed thaﬁ the country IPFs should be the main source of funds for

TCDC activities. |

Further response by the Administration

11, The Assoéiate Administrator emphasizéd thdt thé Comhitﬁee had already expressed
suppoft fof action-oriented promotional activities for TCDC activities ahd expréséed
tﬁe hiope that tﬁe-iabk of a small améunt of foreign exchange should not be allowed
to prevent thé fﬁll fiowering of the TCDC concept. He urged that in view of

UNDP's basic policy ofprbmotingselfareliance the momentum generated by recent

TCDC activities not be permitted to falter.

Recommendation of the Committee

LThe Committee's recommendation to the Council will be issued subseqﬁehtly{]
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Recommnendation of the Committee

Following its consideration of this question, the Committee recommends that the
Council adopt the following decision:

The Governing Council,

Having considered the report of the Administrator on an additional allocation from

Special Programme Resources for action-oriented promotional activities for TCDC
(DP/1984/46/Ad43.1),
1. Approves the recommendation of the Administrator for an additional $800,000 to be
allocated from Special Programme Resources for 1984-1986 to ensure continuation of
action-oriented promotional activities for TCDC; and
I'Z. Requests the Administrator to provide to the Council at its thirty-second session
.1 detailed report on the use of thé funds made available in 198% and 1984 from Special

Programme Resources for this purpose.
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B. Prébaration§ for the"fod?th'pfbgramming cycle

I’ 1. The Committee had before if for consideration paragraph 17 of the report of
the Administrator on pfeﬁaratiohs for the fourth programming‘cjclé (DP/1984/27)
which had been referred to it by the Plenary. - o
2. In his'introductdry statéﬁent, the Associate Administratof‘eiplaiﬁed the
background for the proposed'ihcreééed'level and broadéned scope for tﬂe |
Operaticnal Reserve in the foufﬁﬁ ﬁrogramming cycle; The rootﬁéf the pbgblem was
to be found in thé'féct that thé'uﬁégrﬁéiﬁtiés and variations‘in the availabiliﬁy
of tescurces had forced UNDP to resort to short-term changes in programme levels
which had created difficulties ané.ﬁisecéﬁoﬁiés'in the programming at the field
level. ‘VWhile ‘the iﬁterseésaonai Coﬁmitﬁée of-the Whole‘hadvaddressednthis

problem it'hadThdt'beeﬁ:ablé to rééch“an égreement'dn WAYS of solving the problen.

I Thé”preseht bboposél regarding the Operational Reserve would facilitate more
' stable iévéls of progr;amniing by havibg a second level of the Operational Reserve

GE.84~62883
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available to maintain planned programme levels in the event of shortfalls, with

ad justments being effected later in a more orderly, planned fashion. The current
Operational Reserve wéé insufficient in size and constrained in its scope to fulfil
this‘function.':TherAssociate Administrator reminded the Committee that, when
established in 1972, the Operational Reserve amounted to more than 50 per cent of
the expenditures for that year and that the purpose of the current Operational
Reserve had been interpreted as precluding its use to cover, on 2 planned basis, a
deficit in programmable resources, but constituted a liquidity reserve for
unanticipated situations. He also emphasized that the proposal would not affecﬁ
third-cycle resources, but involved setting aside some $75 million to $100 million
at the beginning of the fourth cycle from the rescurces of that cycle. This amount
could, if not used, be restored to project funds durihg'the last years of the cyecle
80 as to}have.no net impact for the cycle as a whole.

Summary of the discussion in the Committee

%3, - In the following discussion several members indicated that they were generally
sympéthetic to the proposal. However, several questions .were raised regarding the
idea of restoring the funds by the end of the cycle as it would only lead to-a

need to re-establish this reserve again in the following cycle. Equally it was
questioned whether the guidelines for the .Operational Reserve as contained .in
Governing Council decision 80/50 did not already permit the use of the Operational
Reserve for the proposed purposes. The constraints .on the use of the Operational
Reserve were self-imposed by UNDP and did not follow from the text of the decision.
4. Other members supported the Administrator's interpretation of the guidelines
for the Operational Reserve and emphasized that the Operational Reserve should be
seen as-an ultimate reserve essentially to cover unexpected contingencies. It
would therafore be better to establish the proposed reserve as a separate line with
a different and clearly stated purpose in the over-all planning for the fourth

cycle.
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5 Several members pointed out that, while sympathetic to the idea contained in
the proposal, it should be examined in the context of over-all resources to be
available for the fourth cycle and suggested that'the Administrator should put
forward a more detailed proposal to the thirty-second session of the

Governing Council in the context of over-all proposals for the fourth cycle.

Response of the Administration

6. In his response to the questions raised, the Associate Administrator
re-emphasized the need for a reserve of the proposed kind to avoid "fits and
starts" in the Programme as it now operated on a "pay-as=-you-go" basis with no
funds to smoothen out programme levels over the years. Equally, he had noted the
ambiguity and differing interpretations regarding the use of the current
Operational Reserve and indicated that the Administrator would put forward a

report to the next session of the Council to clarify the issue and to make detailed
proposals.

Recommendation of the Committee

T Following the discussion on this subject, the Budgetary and Finance Committee
recommends that the following draft decision be adopted by the Council at its
thirty-first session:

The Governing Council,

Having reviewed the Administrator's proposal contained in paragraph 17 of

DP/1984/27,

Requests the Administrator to:

(a) Submit to the Council at‘its thirty-second seassion a detailed report on
the possibility of establishing, within the resources expected to be available for
the fourth programming cycle, a second level of the Operational Reserve or a
separate programming reserve, for the specific purpose of evening out fluctuations
in annual resource levels; and

{b) Examine the cqrrent guidelines for the use of the Operational Reserve

and propose to the thirty-second session of the Governing Council, such modifications

P R T S T~ Y T T L e
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E, Mid-term review of the third programming cycle, 1982-1986

1. The Commlttee had before 1t a memorandum from the Chairman of the Drafting G
requestlng the views of the Commlttee on operative paragraph 10 of a draft décisior
contalned in document DP/1984/WP l(Add 6 on the mid-term review of the third -

proprammlng cycle,

2, In his 1ntroductlon the Dlrector oi ‘the Planning and Co~ord1natlon Office

emphas1zed that the proposed guldellnes for selective borrOW1ng from the
fourth programmlng cyole essentlally were similar to those in effect for the
borrow1ng from the thlrd to fhe seoond programmlnb cycle, although the limits had

been reduced to take lnto account the tlghter flnan61al s1tuatlon. "He also

o underscored that the ba310 purpose for borrow1ng ig to enﬂure a smooth transition

between the cycles. He also pointed out that there would be no financial
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implications for the third cycle as all borrowing would have to be offset by ‘
expected under-spending in other programmes than those allowed to borrow, It was

also pointed out that the proposal had been generally supported when the item had

been debated in the Plenary.

Summary of discussion

3 Several members referred to their stateménts made in the Plenary supporting

the proposals. However, they added that it was important that the authority must

be exercised with caution and only after careful review of each country's situation.
Regarding the proposal to consider the global and interregional programmes jointly

for the purpose of borrowing, the question was raised whether this Qas ﬁot; in effect,

a post facto effort to find adequate resources for the global programme, Questions

were also raised as to whether there was any link between country and intercountry
borrowing for a region, and how the Administrabtor planned to apply criterion (c)

given that fourth-cycle IPFs will not be known until sometime in 1985, In addition, ‘

a question was raised as to whether, if there were no expected underexpenditure in

a region, there could be no borrowing for a country in that region which would

otherwige qualify.

Response by thé Adminisﬁration

4. TIn his response; the Director of the Planning and Co~ordination Officé assured
the Committee that borrow1ng would only be authorlzed after careful review on a
case~by-case basis. Equally, the borrow1ng would be implemented in two to three
rounds during 1984 through 1986 to take into account both the evolving resource
situation and the progress intcaléulating new IPFs for the foufth cycle. Regarding
borrowing for the glcbal programme, it was pointed‘out that the current session of ‘fa
the Governlng Council had for 1ts consideration several high-priority global progectggww
which oould not be flnanced w1thout the proposed enlarged borrowing authority. The

Commlttee was alqo remlnded of the proposal to increase the global IPF for the
fourth cycle and a need to prepare for those programme levels, if approved. Regarding .
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borrowing in a region with no underspending, it was correct that in such a case

* funds between regions. However, such a situation was unlikely to occux.

Coneclusions of the Committee

5. Following the discussion on this subject, the Budgetary and Finance Committee
agreed that the Chairman should communicate the following views to the Chairman

of the Drafting Group: the Committee was satisfied (a) that the proposed guidelines
for borrowing from the fourth programming cycle did not require any additional
financial resources during the third programming cycle; and (b) the Committee was
satisfied that the proposed guidelines were reasonable, especially having taken
into account the assurances of the Administration that they would be approved

selectively and after careful review on a case-~by-case basis,
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' RS " Chapter V. ~FINANCIAL; BUDGETARY AND

ADMINISTRATIVE (continued)
F. Ex post fécto reportlng on agency
' support . costs g

DRI

1. }:For considerétibn'ofwiééﬁ §(f)‘bf“ﬂhe'Council°s agenda, the Committee had

before it a rebgrt“;f'ﬁ%éﬁkdministfétbr gontained in DP/1984/62. 1In -introducing

¢he item, the Direé&m of Finance Hignlighted: the fact that this .was: the first

detailed report submlfted to the Coun01l in responsé’ to the Council's decision 80/44

and other subsequent d30131ons on the sub3cct

2. He then described the extensive efforts’which were needéd bto.develop a

reportlng format whlch would Be fsa ible from the’ ‘standpoint of _executing
.magenci@s, wiﬁggut requlrlng partlcularly ‘extensive ‘ad justments to their systens,

and acceptable to the Counc1l in' orde“ ‘to 'provide the.basic information.

.‘ required to make the report meanlngf‘ul’. R

GE. 8463000



DP/1984 /BFC/L.2/Add .23
page 2

3. He informed the Committee that the data in the report had to be reviewed

with great care since some agencies were able to readily extract the data

required fr‘om their' accounting systems. Others, however, had relied on either ‘
predetermlned uupport«cost percentages based on past studies, or on management
information whlch, in some cases, reflected estimated costs. In addltlon,

differences in agencies' accounting treatment, and in their management systems

and budgetary processes also affected their respective submissions. He then

Qent on to describe some of the salient features of the reports and the method

for the presentation of the tables in order to make the data as meaningful‘as:

possible.

Summary of the discussion in the Committee

4. Members expressed their appreciation for the submission of the detailed
report and the complementary oral explanations provided by the Director of Finance.
They recognized in general that the fact that it had taken four years to respond

to the Council's request was an indication of the complexity of the issue at hand.

Nevertheless, the amounts of subport coéts paid to agencies were substantial and
therefore the report was indisﬁenééblé in”drdeh to allow for some comparison
between agencies and to allow aﬂbe;pep,understanding of the use of these monies.
Most participants expressed satisfaction at agencies' co-obefation in the |

process -of preparing the ex post facto repQrt and callbd upon them to contlnue to

- co=operate. with UNDP in the prov151on of meanlngful 1nformat10n for thls report

in the future. They considered this report to be a good boglnnlng whlch could be

further developed.in future subm1581ons. | | |

5. One member, speaking on behalf of a group of delegatlons; f;und the daté

of significance and p01nted to the lower rate of support costs 1ncurred by UNDP/OPE,
e

compared with other agencies, on programmeactiv1t1usfinanced by UNDP This was JI

an indication that UNDP/OPE was not subs;d1z1nv the support of trust funds from

support-costs earnings on UNDP funds. While recognizing the 1mportance ot the

data, this member questioned why it had not been provided at the level of detail -
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required by decision 80/44. Several members expressed the view that some of the
data were not spécific anough and expressed the.wishzto_baye, in the futursa, a
further breakdown of items such as "others™ and “general operating expenses .

One member noted thé'high ratio of personnel coste .in the data provided. Mémbers
noted the wide divergence in support-cost rates incurred by various agencies and
some remarked that Several of the larger agencies had lower rates which confirmed
that they benefited from economies of scalec.

6. éeveral delegates suggested that the infermation gontained in the report
coulﬁ be used to review measures to reduce support costs by permitting agencies
and intergovernmental bodies to review systems and operational procedures.

Many members expressed the opinion that funds saved on administration costs were
funés available for development programmes. -One member suggested that a close
analysiéiéf the ‘available information could help reduce costs. In this éqnnection
he referred to one item, that of_trave}»posts, wnere the ratio of sucn exbenditﬁre
waéﬁéﬁbstéhtially different between agencies. |

7. Several agency representatives participated in the discussion. They
explained that the high ratic of personnel costs was due to the fact that

support éctivitiés were mainly headquarters’ functions.Qith héé&y staff
involvement. One agency representative stated that his ageﬁc&.waé spppoft;ng

its extrabudgetary activities from support-costs earnings on these prograﬁmes
which, in accordance with Governing Council decision‘8C/44, was_being charged at
a uniform rate for all sources of funds. | | | |

Response of the Administration

8. In his response, the Director of Finance explained that.ihé daté prPVided,
which was less detailed than that requested in decision 80/44, was based on
negotiations with executing agencies. The results of these negotiations were
communicated to the Council which had agreed to the proposed format. He then
expressed the view that the importance of the data was to previde management

information which would enable relative comparisons to be made. It could also
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provide a base'against which future data could be reviewed. As to the views that
support-cosfs EXpéﬁditUres could perhaps be further reduced, he.stated that .
potentiai’measures for cutting c¢osts should be viewed as a permanent objective.
HoWeVér, a determination of what constituted a proper overhead rate depended to a
large extént on definitions and on the base against which it was calculated.. For
irstarce, hé confinued, private firms often estimated their overhead to.be well in
excess of 100 per cent as applied against. direct labour charges.  He went on to say
that if there were any comfort in the numbers, it came from the fact that UNDP in
gréat’part was:ﬁaying a lower amount to agencies in support costs than agencies..
were expending as their overhead costs in supporting their various. types. and modes
of technical aésiStancé programmes. He assured the Committee that UNDP, in
co-operation with the agencies, would attempt in future submissions to improve

the report and réspond to the various requests made for some more detailed,data.

Recommendation of the Committec

9. Following its discussion, the Committee recommends. that the Council.adopt
the followihg decision:’

The Governing Council,

1. Takes note of the ‘Administrator's "Ex post facto report on agency

aupport costs" (DP/1984/62) as well as views and opinions of members on the

report;

2. Expresses appreciation to the Administrator and the executing.

agencies for developing the format submitted; and

3. Requests the Administrator to continue submitting such a report

on a biennial basis.
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"F Programmes in’ energy deVélopment
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1. The Commi tee had fofths uonﬁlderatlon thn report of the Admlnastrator on

' programmes in energv developﬂent contalned in document JP/1984/37 The Difeétér of
the Energy Account.introduéed the item by stétingvtha€ the Ihtefgoverhmehﬁéij
Commitiee 6n the Development aﬁd Utilizatibhwéf'ﬁéw énd Renewabie Souréés'bf%ﬁhé;éy;
in its report on its ﬁecenti?uégﬁéiuded second sessidh, had roscommended that the
Goverﬁiﬂg Couﬁc:l oL, revie@ the éur“ent'ihterim arrangeﬁents for thé;Ehergyiiiyﬁyf
Account w1th a view to enuurlnr thn continuation of the opera tions of the Aéésuhéfgn
more stable basis and to strengtkeﬁ its éctivi&ies ih order to make it‘bétﬁéf éblézfo
respon& to.thp nend; of develop:ng countrlns 1n Lhe fleld of new and renewdble sources

of enervy"

2. The Dlwactor remlnded delevdtes that uha Admlnxstrator had been duthorlzed by the
e . r .

Governlng Counc;l at its twentv—oeventn sebblon in uune 1980, in dec151on 80/27 to

' establlﬂh the Lnergy Acuoun? ‘on an interim ba31s w1thout pregudlce to fuLure
. ar'r'angements whl\,n could n%lt from t"xc Um tod Na‘flons Conference on New and

Renewable Sources of Energy whlcn was hgl; in Nalvobl in lodl
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3. The Secretary-General in his report to the second session of the
Intergovernmental Committee, after reviewing the various options for funding of
energy programmes and projects, had expressed the view that the Energy Account,
betause of its pehformance, represented the best mechanism for the mobilization
of additional financial resources for the development of new and renewable
sources of energy, and that the Account should be strengthened and given
additional voluntary resources for supporting actions and pre-investment
activities in this field. As stated in its resolution, the Intergovernmental
Committee concurred and paragraph 5 of document DP/1984/37 set out the decision.
4. The Director concluded by stating that the Budgetary and Finance Committee
was being requested to make a recommendation-on tﬁe strenéthening of the

Energy Account and on its being established on a permanent basis.

Summary of the discussion in the Committee
5. Many members expressed Aisappointment at thevamounb of information contained
in the report. Several members considered that the full text containing the
recommendations of the Intergovernmental Committee on the Development and
Utilization of New and Renewable Sources of Energy should have been included in
the report. One member, supported by another, considered that the report
contained proposals that appeared to go beyond the proposals made by thg recent
Conference.  One member pointed out that this Conference had not recommended
any. conversion of the Energy Azcount into a fund.
6. Many de;egates requested further information and clarification on a number
of proposals contained in the document. ~ Members sought clarification on the
meaning andAimplication of transforming the interim arrangement into a stable
funding arrangement and on how the propqsals outlined in paragraph 10 of the
document would actually contribute to the objectives stated, in particular that
of mobilizing increased resources for the Energy Account. Members requested

information on the specific changes that were envisaged as a result of the
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proposgl_,s_T _ Mgpy_membersyg;gre§§ed oppositiqnvpgvagy proposgl.thap wogldv
encourage proliferation of funds and stated that they congidere@ﬂ;hat th?
Energy qupqnt should remainlgs apﬂggcogpt_ang should.ngt be transforme?_;npo
a fund. A number of delegates stated that if there were no‘sqg§§§nt§ye
implications in the propgsa}gibsfgrguthgm)»the.Administratqrjfpould prpcegd qnder_!j
existing arrapgements and that no special authority was needeq‘frcm‘the Committee.
T. One member sought clarification regard;ng}paragpaphsAll and 12ﬁof the
document and specifically on whether the Administrator was recommending any
course of action with respect to contributions conditional on procurement in the
donor country. Another member asked for details on the staffing of the Account
and its financinq.
8. Several members noted the importance of the energy sector and expressed
appreciation for a number of the activities being undertaken by the Account.

Response of the Administration

9. The Director of the Energy Account stated that the Account had initially been
established on an interim basis and that it had appeared that the Council had the
options of either letting this interim arrangement lapse or of putting it on a
more stable basis. He noted that some potential donors had expressed reluctance
to contribute to an interim arrangement and that a more stable funding arrangement
had been intended to encourage such donors to make contributions at the time of
the annual Pledging Conference. The Director emphasized the success of the
programmes in mobilizing additional resources. Regarding the documentation, he
noted that the report of the Intergovernmental Committee on the Development and
Utilization of New and Renewable Sources of Energy had not yet been published by
the United Nations. He stated that the Administrator was not recommending the
transformation of the Account into a fund and that the Administrator was not

making any proposals for increased staffing for the Energy Unit.



DP/1984/BFC/L.2/Add.24
page 4

10. The Assistant Administrator, Bureau for Finance and Administration, stated

in regard tolparagraph 12 that the Adﬁinistrator was not making}ény recommendations ‘
on the matter of tied procurement and that the words "and 11" in the second

sentence of péragraph 12 were a misprint and should be deleted. With vespecﬁyfb
staffing, he stated that there were two established posts in the biennial budget

and éne extfa budgétaryjbést.t Furthermore, one secretaéy was preséﬁtly being

financed from'temporary'assistance funds.
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Chapter T. WMATTERS REFERRED TO THE COMMITTEE BY THE PLENARY (continued)
F. Programmes in energy development

D Annex

Recommendation of the Committee

Following its consideration of this subject, the Committee recommends that the
Council adopt the following decision:

The Governing Council,

Having considercd the report of the Administrator on programmes in energy

development contained in document DP/1984/37,

Taking note of the recommendations of the Intergovernmental Committee on the
Development and Utilization of WNew and Renewable Sources of Energy concerning the
UNDP Energy Account,

Recalling the central funding role of UNDP,

1. Authorizes the Administrator to continue with an Energy Account within
UNDP, as establishad by decision 80/27, as long as it receives adequate funding
support from donors;

GE.84-63013%
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2. Calls on all governments, who are in a position to do so, to contibute on
an increasing basis to the Energy Account;
- 3. Requests the Administrator to promote increased participation of the

relevant United Nations organizations in the implementation of programmes and

projects in the field of energy;

4. Also requests the Administrator to ensure, to the extent possible, the

integration of the activities financed from the Energy Account with the regular

activities of UNDP; and

5. Further requests the Administrator to report to the Governing Council at
its thirty-second session on the results achieved in the activities financed from

the Energy Account.



