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NOTE TO THE SECRETARY-GENERAL
T

Annual meeting with the Chairman and the Members of the Board of Audit

I recently met with the representatives of the external auditors who summarized
the reports to be issued at the Board's annual session. Findings and recommendations in
the following areas were discussed:

(i) UNHCR activities for 2004
(ii) UN Capital Master Plan
(iii) Status of implementation of Board recommendations for 2002/3
(iv) UNFIP activities for 2004
(v) UN Escrow (Iraq) Account for the year ended 31 December 2003
(vi) UN Compensation Commission (UNCC) recommendations from 2002/3

Most important and timely are the Board's observations on the UNCC. The
auditors are concerned that findings and recommendations, which included a risk that the
Commission approved fraudulent duplicate awards, were not given proper consideration.
The Security Council never took up the Board's report. The UNCC's own Governing
Council only considered the report eleven months after receiving it. I pointed out that the
main responsibility here seems to rest with Member States. The key question is whether
the Secretariat did all in its power to address these concerns.

In the case of UNHCR, the auditors are concerned about a sizable deficit in
reserve funds, due to likely end-of-service and post-retirement liabilities. They note that
this is a problem throughout the organizations of the UN system.

On the Capital Master Plan, the Board has highlighted the two basic issues for
resolution: the source of funding requirements and the swing space provision. I informed
them that this issue is currently under close review with Member States.

On the status of the Board's audit recommendations, it is encouraging to note that
the overall rate of implementation has improved considerably in recent years. I indicated
that the issue of recommendation follow-up was being addressed through the creation of
an oversight committee within the Secretariat.

I am pleased to say that the findings and recommendations on UNFIP do not
reveal any major causes for concern.

The Escrow Account audit focused mainly on questions of accounting and funds
earmarked for humanitarian supplies for Iraq. The Board noted $64million of invalid
obligations - which are now being reviewed by the Controller's Office. Further audit
work has been deferred as a result of the EC's ongoing review.

Finally, the Board members pointed out that the General Assembly had requested
that the Secretary-General and Executive Heads of the Funds and Programmes to review!
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governance structures and mechanisms. This has been entrusted to the HLCM's Task
Force on Accounting Standards, but the Board believes something more comprehensive
is required. I also pointed to the various different proposals now on the table, including
your proposal for a comprehensive review of OIOS and the Gingrich-Mitchell
recommendation for the creation of a small independent oversight board.

The Deputy Secretary-General
19 July 2005




