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Mr. Chairman,
Distinguished delegates,

On behalf of the Board of Auditors, I have the honour to introduce the main findings from
the Board of Auditors Concise Summary and the reports for the audit of Volume I, ITC,
UNCDF, UNDP, UNEP, UNFPA, UN-Habitat, UNICEF, UNITAR, UNHCR, UNODC,
UNOPS, UNRWA, UNU, UN-Women and IRMCT for the period ended 31 December 2020.

Concise Summary Report

The Concise Summary report (CS) summarizes the key issues of the audits in the Board’s
reports addressed to the General Assembly on 18 entities including 16 entities that | have
mentioned above plus the UN Peacekeeping Operations and UNJSPF.

Audit Opinions

All these entities received unqualified audit opinions. Of those, UNFPA and UNOPS
received an unqualified opinion with an emphasis of matter. “Emphasis of matter” is
intended to draw users’ attention to a matter presented or disclosed in the financial
statements that, in the auditor’s judgment, is of such importance that it is fundamental to
users’ understanding of the financial statements.

Financial Performance

12 entities closed the financial year with a surplus. 5 entities, namely, ITC, UNCDF,
UNITAR, UNRWA and IRMCT recorded a deficit. Of those five entities, two (UNRWA
and IRMCT) had recorded a deficit in the previous financial year. Three entities that closed
the financial year with a deficit (ITC, UNCDF and UNITAR) had recorded a surplus the
previous year. Four entities that had closed the previous financial year with a deficit (United
Nations peacekeeping operations, UNDP, UN-Habitat and UNHCR) recorded a surplus for
2020. In general, the financial position of all entities remained at least sufficient. The



solvency ratios and liquidity ratios were comfortably high for most of the entities and, in the
case of those entities for which the ratios were near or below 1, there was no immediate
threat to their solvency. It is possible, however, that in a short-term perspective there might
be pressure on the liquidity side.

Key findings and recommendations

The Board presents in the CS an overview of the key findings and recommendations coming
from the financial and performance audits conducted by the Board in the past year. For
further details and more explanations to all mentioned findings and recommendations the
Board issued a long-form report on every United Nations entity.

Implementation of outstanding recommendations

In every audit report, the Board makes recommendations to address the deficiencies noticed
on the basis of its examination in order to help improve the functioning of the entities
audited. The Board reviewed the status of old recommendations and noted that the overall



Budget management

There was an increasing trend for the balance of open commitments since 2016, with a total
amount of $219.53 million for the financial year 2020. In December 2020, a total of $116.66
million funds commitments were established without supporting documents and appropriate

certifying.
Cash and investment management

Out of 256 UN house bank accounts in Umoja, nearly 10 per cent accounts seldom undertake
collection and payment functions from 2018 to 2020. Secondly, there was no specific
investment strategy or guidelines for the $2.7 billion mid-term or long-term trust fund, which
were mostly invested into short-term assets, and may affect the realization of an appropriate
rate of return for those funds.

Strategic Heritage Plan

Regarding the Strategic Heritage Plan, the renovation of the Palais des Nations just
commenced in January 2021, it shall be monitored whether the full baseline project scope
will be completed without exceeding the approved total costs. Other areas for improvement
include: risk management of the project, non-capitalization for the completed section of the
project, and etc.

United Nations Foundation

The annual grants from the Foundation to the United Nations declined significantly to around
$10 million (only 10 per cent of its annual program expenses) in the recent years. Secondly,
the Foundation retained a total of $187 million reserve fund without formal consultation with
the United Nations, which was over 20 times of its annual general and administrative
expenses. Thirdly, there was inadequate reporting by the Foundation on the Member States
funded programme initiatives, and a lack of transparency on its programme expenditures to
support United Nations priorities and SDGs. Finally, the administrative expenses of the
Foundation were relatively high.

Human resources management

For human resources management, policy review and update need to be expedited. Also,
there were deficiencies in roster management.

United Nations reforms

Regarding United Nations reforms, firstly, the accountability framework for exercising
delegated authority needs to be improved. Secondly, there were backlogs in the
implementation of major initiatives of the UN efficiency agenda. Lastly, the continuous
improvement mechanism for peace and security reform was not clear, including the end state
vision, major activities to be completed, and benefits reporting mechanism.



Humanitarian affairs

With respect to the humanitarian affairs, some implementing partners (IPs) sub-granted all
the programmatic activities to sub-IPs, after just charging administrative costs.

ITC

The Board noted following major deficiencies for improvement in ITC: advance payment
write-off without reasonable collecti



the Programme Information Management System. The






payment and the expected credit loss of $22.19 million on aggregate against S3I was
reflected in its 2020 financial statements.

It is also noted that for some Memorandum of Understanding (MoU)-related engagements
(amounting to $2.33 billion), management fee rates were higher or lower than minimum fee
rate as calculated by the established pricing model while for some non-MoU engagements
with management fee rates higher than minimum rate, risk fee increment (totalling $103.66
million) were budgeted but without justification added or clear calculation standard of
complexity.

The Board still noted that UNOPS needs to make improvements in the areas of financial
management and budget management.

UNRWA

The Board reviewed UNRWA Resource Mobilization Strategy (RMS) 2019-2021 and noted
that 47 per cent of its targets were not fully achieved at the end of 2020.

The Board also noted that 47 UNRWA staff members (excluding daily paid workers) were
enrolled and received Social Safety Net Programme (SSNP)service in 2020.

In addition, the Board further noted that UNRWA needs to make improvements in staff
selection process, performance evaluation, procurement management, and management of
loans receivable.

UNU

One of the key findings relates to restricted investment industries. The Board required from
UNU the investment portfolio for each exchange traded fund in order to analyse their
composition. During the analysis, it was identified that a total of $10.38 million (2.45 per
cent) of the exchange traded funds was related to companies associated with tobacco,
controversial weapons, and thermal coal and oil sands.

In addition, it was observed that the investment management agreement in this matter, did
not include a customized strategic benchmark for eligible assets to exclude or restrict
investing in tobacco and controversial weapons industries.

UN-Women

It was noticed that the risk appetite and risk tolerance defined in the UN-Women enterprise
risk management framework had not been operationalized or described in the relevant
policies. Additionally, it was observed that the entity’s definitions of risk appetite and risk
tolerance, indicated in its policy, had not been incorporated into its decision-making
processes related to its risk mitigation actions. In addition, the Board was not able to identify
the tolerance levels used by the risk owner to retain the risk.

In the issue of implementing partners, the Board identified transactions with implementing
partners that had obtained qualified opinions in the audits corresponding to the year 2018,
however some of them had been selected for projects that started after the issuance of these
audit reports.



During its audit of the 2020 financial statements, the Board reviewed the accounting policy
and practices of UN-Women regarding the treatment of non-exchange transactions and
noticed that there was a need to refine the policy for receivables from non-exchange
transactions, specifically those originating in multi-year agreements.

IRMCT

In the issue of the relocation of released and acquitted persons, the Board noticed that the
actions carried out by the Mechanism in this matter were not within the framework of a
formalized action plan, which would contain periodic activities, responsible personnel,
follow-up and monitoring acts that would allow verifying the effective fulfilment of this
responsibility.

The Board also reviewed the budget preparation and presentation for 2020 and observed
differences between the number of general temporary assistance positions that the
Mechanism projected in its budget and those currently reported as occupied. Shortcomings
regarding the documentation related to the projection of positions were observed.

This concludes my introductory statement. | would be happy to provide any clarification or
additional information that the Committee may require.

Thank you.

Valentina Monasterio Galvez
Director of External Audit, Chile
Chairwoman of the Audit Operations Committee
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