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1. I refer to Mr. Corell's note of 21 January 2003 to you, giving comments on my earlier note
to you of 15 January 2003. I am afraid I do not find any new arguments in this latest note as it
largely restates the legal opinion which I have earlier rebutted. Still, the following points are
relevant:

• The revised MOU that was proposed by UNCC and agreed to by OIOS did not, in fact,
impose any restrictions on the scope of audit. For some reason, UNCC went ahead
and requested OLA's legal opinion which, in the event, contradicted the proposed
MOU.

• OLA states that "it is beyond doubt that OIOS' audits do not extend to reviewing
decisions by judicial or quasi-judicial bodies". However, the OLA legal opinion puts
"those aspects which are constituent elements of a legal process" also out of bounds to
audit. These are different matters. By extension, this could mean that legal processes
such as procurement contracts and management contracts would not be subject to
audit. Indeed, if the OLA legal opinion was followed, the only acceptable audit
coverage would be over the computation of the amount of the claims.

• OIOS maintains that UNCC's role in processing claims is similar to what is done in an
insurance or other similar institution, once it has established that a claim is
compensable. In fact, UNCC employs consultant loss adjusters and accountants to
review claims to establish awards much in the same manner as an insurance company
would.

• OLA states that it is not clear that funds held in UNCC are financial resources of the
UN. These funds, held in a special account, represent 25 per cent of the escrow
account, which are administered by the Secretary-General as decided by the Security
Council. UN staff, including the Controller and the UN Office in Geneva, administer
the funds and make award payments as directed by UNCC. Therefore, the
administration of the funds is clearly the responsibility of the UN. This is also audited
by the Board of Auditors.

• OLA also states that should OIOS audit the claims it would reopen "almost 10 years...
and billions of dollars of awards". This is not accurate. It is not OIOS' intention to
review past awards, many of which we have already reviewed, but to review claims
before they go to the Governing Council, thereby enabling corrective action to be
taken. This would not cause any legal or political problems as purported by OLA.

2. As I have stated in my earlier note, I consider it necessary for OIOS to audit the processing
of claims at UNCC to ensure that the UN and the Secretary-General are not exposed to the serious
risk of material misstatements and breaches in the payment process.
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