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Thank you, Mr. Chairman. 

The United States thanks the Chairman of the Board of Auditors, Mr. Shauket E. Fakie, and his colleagues from the Philippines and France for preparing these reports and presenting them to this Committee.  I would also like to extend thanks to all of the auditors who worked long and hard in the audit trenches doing the work that is so important for this Organization; their efforts are greatly appreciated.  Lastly, I thank the Vice Chairman of the ACABQ for introducing his Committee’s report on the Board’s work and the representatives of the Secretariat for presenting other relevant documents. 

The Board of Auditors performs a valuable task in auditing the financial statements of UN bodies and giving an opinion on their quality.  That is why it is essential that the Board’s lengthy and informative reports reach the hands of the users in sufficient time to analyze and comprehend their findings and recommendations.  Unfortunately, we found it difficult to conduct proper consultations with our capital because these reports were issued a bare week or two ago.  This now chronic problem, in our view, calls for some innovative, out of the box thinking; we are sure that the Fifth Committee is up to the task, and we would welcome any suggestions from the Board itself to improve this situation.

Overall, based on our initial reading of the many reports, we generally support the conclusions made by the auditors as well as the ACABQ and believe this Committee should approve the reports. 

My delegation was pleased to see a number of improvements made by various entities since the previous biennium as well as the immediate acceptance of some of the Board’s new recommendations by the heads of these bodies. On the other hand, we as Member States must address the fact that only 46 percent of the recommendations made in the previous biennium have been fully implemented, leading to continuing financial and management deficiencies.  Expeditious implementation of the audit recommendations will help to ensure that management irregularities are both corrected and prevented from recurring. 

As a general issue, we note the continued reluctance to examine critically the utility of trust funds that appear lapsed. Although the Board previously recommended that the Office of Program Planning, Budget and Accounts review trust funds whose purposes have been met and close those that are no longer required, 63 trust funds remained open with no expenditures in this biennium.  In fact, there has been an increase in the amount of outstanding trust funds that no longer serve a purpose from the previous biennium in which 61 trust funds were still open.  These trust funds had combined reserves and fund balances of $54.1 million as of December 31, 2003.  We would like to hear more from the Secretariat about its plans to address this issue.

Also, there seems to be a chronic problem in the presentation and disclosure of financial statements by UN organizations.  This problem exists in part due to inconsistencies in accounting policies and financial reporting of organizations.  For example, we learned that some organizations still reported on a cash basis where it was inappropriate.  In other cases, there were differences in the presentation on statements, schedules, notes, and annexes in the financial statements of the 16 organizations, funds, and programs.  We would like to know more about measures being taken to rectify their practices and harmonize their presentations.

An area of particular concern involves the accounting for non-expendable equipment.  As stated in the Board’s report, the auditors were unable to obtain adequate assurance to verify the validity, accuracy and completeness of the value disclosed at $149.3 million for UNDP, $57.5 million for UNFPA, $2.4 million for UN-Habitat and $10 million for UNOPS, due to the breakdown in controls and unavailability of supporting evidence.  As a result, the Board issued “unqualified opinions with emphasis of matter paragraphs” for UNDP and UNFPA.  My delegation concurs with the views expressed by ACABQ that the lack of an amortization policy in most organizations may have contributed to this long-standing problem of the lack of controls for non-expendable equipment.  

Because effective oversight is so critical for UN activities, we were pleased that the Board of Auditors has once again reviewed the Office of Internal Oversight Services as part of its comprehensive audit.  The auditors criticized OIOS for inadequate staff training, insufficient audit capability in the important field of information and communications technology, and unwarranted delays in issuing its audit reports.  We are concerned about these problems and we insist that OIOS address them expeditiously to get its house in order.  We would be curious to know if the Board examined the other aspects of the implementation of OIOS’ mandate, including, for example, whether OIOS reports are submitted to the General Assembly unaltered by the Secretary-General, as Resolution 48/218B requires.  

We are concerned that poor financial management practices have exposed the organization to unnecessary risks.  Examples include: the lack of cash flow forecasting by the UN Treasury to provide reasonable estimates of future cash positions that would impact investment strategy; and the complete lack of an investment policy for more than $375 million managed by the United Nations office in Geneva.  We agree with the Board’s recommendation that the Organization should promptly establish and implement needed guidelines and procedures.  In addition, we would be interested in learning who has been held accountable for the serious breach in management in Geneva.

I would like to highlight another critical finding of the auditors, specifically their inability to give an opinion on the financial statements of the UN Office for Project Services.  UNOPS has faced severe financial problems, exacerbated by its own inability to verify its financial position. The continuing decline in reserves, insufficient revenue-generating activity, and lack of strategic plans all give the impression that the management of UNOPS is in serious trouble.  In paragraph 47 of the audit report on UNOPS, we noted that UNOPS did not have a proper system in place to estimate the cost of services being produced, thus exposing the organization to the risk of accepting projects that would not pay their way.  To give one example, during the last biennium expenditures from UNDP-funded projects exceeded revenues by more that $11 million.  While we note the ACABQ’s intent to take a closer look at these issues when it reviews the next budget proposal from UNOPS early next year, we would like to know now what steps the leadership of UNOPS is taking to ensure sound financial controls and reliable financial accounting data.

An issue that seems to defy correction year after year is the use of consultants, experts and temporary assistance.  To cite just a few examples: 

· In the Department of Political Affairs and the UN Crime and Justice Research Institute, there were no selection criteria for consultants and selections were noncompetitive; 
  

· At the Port of Spain office of the Economic Commission for Latin America and the UN Conference on Trade and Development, contracts for services were extended without a formal evaluation of the work performed; 
  

· At the Economic Commission for Europe and the International Civil Service Commission, terms of reference for consultants did not indicate or specify the outputs expected from its consultants. 

As we have said repeatedly, such carelessness often leads to substandard work and a waste of resources provided by Member States.  Organizations must fully comply with the applicable rules as well as the recommendations made by the Board of Auditors.  To help make sure that this is done, we will revert to the issue when these organizations present their budgets to the Fifth Committee next year.

Let me now turn to selected specific issues covered in individual reports

        Because of inadequate controls over project funds, the UN Development Program had to charge the UN Drug and Crime Prevention Program (UNDCP) $2.2 million for services rendered during previous reporting periods.  In turn, UNDCP recorded a portion of the overdue amount as “extraordinary charges.”  We want to know why such an improper reporting system has been allowed to continue for so long and what is being done to fix it. (para. 5 of the UNDCP report)

        In the UN’s Department of Management, the key post of Director of the Investment Management Service remained vacant from October 2003 to April 2004.  Since this unit is responsible for managing $26 billion in UN Pension Fund assets and OIOS found last year that it had serious management irregularities, this long-term vacancy is inexcusable.  While we were satisfied when the position was finally filled, we would be interested in learning who was held accountable for the serious management lapses that plagued the Service over many years. (para. 78 of the UNJSPF report)

        The auditors have stated their doubts about the War Crimes Tribunals’ ability to complete their work by 2010, as the Security Council has required.  We have been concerned about this and will address it more thoroughly when the two Tribunals are considered later. (Summary of ICTR and ICTY reports)

        In the UN Population Fund, we were quite surprised to learn that some senior staff members who spend more than half their time in travel status are racking up travel costs of $225,000.  We would be interested in learning what steps the Fund has taken to curb these high travel costs (para. 248 of the UNFPA report)

        In UNEP, travel advances to “other persons,” in the amount of $82,208, had been outstanding for more than 20 months.  We need to know what is being done to retrieve these receivables and what steps are being taken to prevent this from happening again. (para. 35 of the UNEP report)

        The Board noted in its report on the UN High Commissioner for Refugees that UNHCR had not begun to address the General Assembly’s request to examine its governance structures, principles, and accountability.  Given the recent publicity about alleged wrong-doing in this large and important organization, it is critical for all Member States to know how UNHCR holds individuals at all levels accountable when they misbehave or act contrary to established rules.  (para. 4 of the UNHCR report)  

On these and other issues, we look forward to a frank exchange of views and we pledge our cooperation for an efficient yet careful consideration of the auditors’ findings and recommendations. 

Mr. Chairman,

Effective oversight such as that performed by the Board of Auditors can only make UN activities stronger: recovered resources can be reused; inefficient practices can be terminated; and culpable officials can be held accountable.  For these reasons, we expect UN managers to implement the Board’s recommendations expeditiously; members of the Fifth Committee must do whatever is necessary to ensure this.

Thank you, Mr. Chairman.
