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Letters of transmittal 

  Letter dated 31 March 2015 from the Secretary-General addressed 

to the Chair of the Board of Auditors  
 

 

 In accordance with financial regulation 6.2 of the Financial Regulations and 

Rules of the United Nations, I have the honour to transmit the financial statements 

of the United Nations for the year ended 31 December 2014, which I hereby 

approve. The financial statements have been certified by the Controller.  

 Copies of these financial statements are also being transmitted to the Advisory 

Committee on Administrative and Budgetary Questions. 

 

 

(Signed) BAN Ki-moon  
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  Letter dated 30 June 2015 from the Chair of the Board of Auditors 

addressed to the President of the General Assembly  
 

 

 I have the honour to transmit to you volume I of the report of the Board of 

Auditors on the financial statements of the United Nations for the year ended 

31 December 2014.  

 

 

(Signed) Mussa Juma Assad  

Controller and Auditor General of the  

United Republic of Tanzania  

Chair of the Board of Auditors  
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Chapter I 
  Report of the Board of Auditors on the financial statements: 

audit opinion  
 

 

  Report on the financial statements  
 

 We have audited the accompanying financial statements of the operations of 

the United Nations as reported in volume I, which comprise the statement of 

financial position as at 31 December 2014 (statement I), the statements of financial 

performance (statement II), changes in net assets (statement III), cash flows 

(statement IV) and comparison of budget and actual amounts (statement V) for the 

year ended 31 December 2014, and the notes to the financial statements. 

 

  Managementôs responsibility for the financial statements  
 

 The Secretary-General is responsible for the preparation and fair presentation 

of the financial statements in accordance with the International Public Sector 

Accounting Standards and for such internal control as is deemed necessary to enable 

the preparation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

  Auditorsô responsibility 
 

 Our responsibility is to express an opinion on the financial statements based 

on our audit. We conducted our audit in accordance with the International Standards 

on Auditing. Those standards require that we comply with the ethical requirements 

and plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the financial statements. The procedures selected depend 

on the auditorôs judgement, including an assessment of the risks of material 

misstatement of the financial statements, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entityôs 

preparation and fair presentation of the financial statements in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the entityôs internal control. An audit 

also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating 

the overall presentation of the financial statements. 

 We believe that the audit evidence that we have obtained is sufficient and 

appropriate to provide a basis for our audit opinion. 

 

  Opinion 
 

 In our opinion, the financial statements present fairly, in all material respects, 

the financial position of the United Nations as at 31 December 2014 and its 

financial performance and cash flows for the year then ended, in accordance with 

the International Public Sector Accounting Standards. 
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  Report on other legal and regulatory requirements 
 

 Furthermore, in our opinion, the transactions of the United Nations that have 

come to our notice, or that we have tested as part of our audit, have in all significant 

respects been in accordance with the Financial Regulations and Rules of the United 

Nations and legislative authority. 

 In accordance with article VII of the Financial Regulations and Rules of the 

United Nations, we have also issued a long-form report on our audit of the 

operations of the United Nations as reported in volume I.  

 

 

(Signed) Mussa Juma Assad 

Controller and Auditor General of the United Republic of Tanzania 

Chair of the Board of Auditors 

(Signed) Sir Amyas C. E. Morse 

Comptroller and Auditor General of the  

United Kingdom of Great Britain and Northern Ireland 

(Lead Auditor) 

(Signed) Shashi Kant Sharma 

Comptroller and Auditor General of India 

 

30 June 2015 
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Chapter II 
  Long-form report of the Board of Auditors  

 

 

 

 Summary 

 The Board of Auditors has audited the financial statements and reviewed the 

operations of the United Nations for the year ended 31 December 2014 and examined 

a range of managerial issues. The Board examined financial transactions and 

operations at Headquarters in New York, the offices at Geneva, Vienna and Nairobi 

and other entities, including country offices and projects. The Board has also 

reported separately on many of the major business transformation projects of the 

United Nations. 

 

Opinion 

 In the Boardôs opinion, the financial statements present fairly, in all material 

respects, the financial position of the United Nations as at 31 December 2014 and its 

financial performance and cash flows for the year then ended, in accordance with the 

International Public Sector Accounting Standards (IPSAS). 

 The production of IPSAS-compliant financial statements for the Secretariat 

entities in 2014 is a commendable achievement, but there remains considerable scope 

to improve the efficiency of the procedures in place for preparing them. 

 

Overall conclusion 

 The United Nations needs to improve its financial management to cope with the 

combined challenges of fiscal constraints and the continuing demands and 

expectations of wider and expanding mandates. While the Administration seeks 

improved ways of controlling and reducing costs, the General Assembly has 

mandated the Secretariat to deliver effectively and efficiently, without reducing 

mandated activities. Using financial resources well releases more funds for front-line 

activities, which Member States value most highly. This requires transforming the 

finance function from a focus on managing transactions to a more strategic role in 

challenging, interpreting and advising managers on the full costs and financial 

implications of their activities to help them to achieve the Organizationôs strategic 

objectives. Staff throughout the Organization also need to be more financially literate 

if they are to make full use of the new tools and systems available. Becoming more 

efficient and cost-effective is no longer optional ð it is essential. Traditional skill 

sets in the Organization are, however, unlikely to match the new requirements and 

investment in a financial management training programme may therefore be 

necessary. 

 The absence of a comprehensive set of managerial tools and methodological 

frameworks for managing and controlling costs has significantly limited the 

Administrationôs ability to understand where opportunities lie to better manage or 

reduce costs. The Organization needs to develop appropriate data analytics, costing 

methodologies and updated policies and procedures to gain a deeper understanding 

of its underlying costs. That information can then be used to benchmark and measure 

costs in a way that promotes increased cost-consciousness, improved value for 

money and a culture of continuous improvement in financial management practices. 
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 The Administration acknowledges the importance of the issues raised by the 

Board and recognizes the need to improve the ways in which cost data are used to 

support decision-making by management. While the existing budget framework and 

methodologies and the costing data obtained through the budget process permit some 

valuable analysis and monitoring of costs, the Administration plans to use the 

improved functionalities offered by Umoja to develop better tools for measuring 

costs at a more granular level. The Administration has informed the Board that, 

although detailed policies and procedures are not yet in place, it intends to develop 

policy guidance on managing costs in 2015 that will be included in forthcoming 

Secretary-Generalôs bulletins and administrative instructions. The Board will review 

the steps taken to improve the management of costs during its audit of 2015 data. 

 The Organization also needs to improve the efficiency and strategic focus of its 

human resources management. Just as finance, human resources functions in the 

Secretariat have traditionally focused on transactional management issues and not 

developed more strategic and advisory roles within the Organization. Current 

systems and databases are not integrated or well suited to supporting core human 

resources tasks, such as workforce planning, professionalizing the workforce, 

classifying and reviewing posts, recruiting staff or managing staff absences. A wide-

ranging package of reforms is currently under way, with improved human resources 

information available under Umoja. Such developments present a major opportunity 

for the Office of Human Resources Management to improve its internal processes 

and play a more strategic role in advising and supporting senior managers to deliver 

their mandates more efficiently and effectively. Strengthening the core professional 

skills of human resources staff will also be necessary if the Office is to lead that 

transformation. 

 The Administration is concurrently delivering major business transformation 

and modernization projects, but the pace of organizational-level improvement has 

been slow and only limited progress has been made in changing long-entrenched 

ways of working. Although a global service delivery model is to be submitted to the 

General Assembly for consideration at its seventieth session, the Secretariat has not 

yet developed a clear vision of how it will organize itself to better deliver mandates 

in the future. The scale and range of transformation projects are extremely ambitious 

and, while good progress has been made in some areas such as IPSAS, there are 

emerging signs that implementing them simultaneously is beginning to place strain 

on the capacity of the Organization to make strong progress in other areas. For 

example, much work remains to be done to fully embed enterprise risk management 

at all levels of the Organization and to build effective measures to counter fraud 

throughout the Organization. 

 

  Key findings 
 

  On financial performance and management 
 

 The Organization has successfully implemented IPSAS and its financial 

position remains stable. There is, however, significant scope to improve the 

procedures for preparing and finalizing the financial statements and to drive 

further benefits from IPSAS by making greater use of the improved information 

becoming available from Umoja. The production of IPSAS-compliant financial 

statements for 2014 was challenging and took longer than planned. The 

Administration has developed benefits realization plans based around five broad 
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categories of desired outcomes and is tracking their delivery. To maximize the 

benefits from IPSAS and Umoja, there is a need to fundamentally transform the 

finance function from a focus on transaction management to an effective strategic 

value-adding function, based on better and more efficient provision of financial 

advice and services that help United Nations entities to deliver their mandates more 

effectively. Traditional finance skills are unlikely to match those required to support 

that transformation. 

 The United Nations should improve its understanding of and insights into 

the cost of its operations to manage them effectively. Historically, management 

accounting and costing have been underdeveloped specialisms throughout the United 

Nations and existing legacy systems do not provide comprehensive detailed 

information on costs. While some methodologies have been developed around 

standardized staff costs and programme support costs, they were developed many 

years ago and cover only specific elements of the Organizationôs costs. The 

Organization has not developed data analytics, comprehensive methodological 

frameworks or other managerial tools for analysing, benchmarking or managing 

costs effectively. The limitations of the current systems and the approach to 

managing costs do not enable the Secretariat to promote a strong culture of cost-

consciousness or drive value for money and continuous improvement. 

 Analysis of United Nations staff costs revealed increases in costs and grade 

drift over time, together with marked differences in the costs of employing staff at 

the main United Nations locations. The high gross salaries obtained by some senior 

General Service staff in some locations were also noted. A greater insight into and 

deeper understanding of the costs of its activities and services would enable the 

Administration to analyse and benchmark its costs to better control its administrative 

costs and overheads. 

 

On managing the workforce 

 It is vital that the United Nations make best use of its key resource, its 

workforce. It has, however, made limited progress against the concerns raised 

by the Board in its previous report. Although the Management Committee 

endorsed a new learning and career support strategy in 2014, the United Nations is 

still implementing it and has not yet produced workforce plans. 

 The Office of Human Resources Management is not currently involved in the 

process of creating, continuing, reclassifying and abolishing posts, which is part of 

the budget process. It has no role in post-budget monitoring and analysis of trends 

and profiles of the workforce. Although significant decisions with long-term 

implications are taken under delegated powers of authority, the Office is not in a 

position to exercise adequate oversight of the exercise of such delegations. Those 

systemic gaps and lack of integrated and standardized data on posts, positions and 

staff prevent the Office from carrying out strategic human resources functions 

effectively. 

 The audit noted weaknesses in areas such as performance management and 

managing staff absences. The Administration does not collect comprehensive 

information about the health and disability profile of employees and hours lost to 

sick leave. The United Nations has not established an assurance framework to 

monitor compliance with the policy on access to facilities, employment opportunities 

and availability of reasonable accommodation for staff members with disabilities. 
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On enterprise risk management 

 The Administration is continuing to develop its approach to enterprise risk 

management, but progress has been slow and further work is required to embed 

enterprise risk management in departmentsô day-to-day work. The Administration 

has made good progress in some areas, in particular managing the six critical risks 

identified by senior management. It has, however, made insufficient progress in 

embedding enterprise risk management throughout the Organization as a whole. The 

Administration has developed six risk-treatment plans to mitigate enterprise risks, 

but there is no overall plan governing the implementation of enterprise risk 

management throughout the Organization. Departments lack adequate resources and 

skills to support enterprise risk management. Consequently, few have developed 

internal risk registers and risk-treatment plans. The pace of implementation needs to 

increase significantly if enterprise risk management is to be embedded in the United 

Nations within a reasonable period. 

 

On managing the risk of fraud 

 The Administration has made insufficient progress in response to the 

Boardôs previous recommendations on strengthening measures to counter fraud. 

The Organization has not yet conducted a comprehensive fraud risk assessment or 

developed a counter-fraud strategy. Policies and procedures relating to fraud remain 

fragmented and little substantive progress has been made in recovering the 

significant losses from fraud identified to date. Those defrauding the Organization 

are not systematically pursued. The procedures for exercising due diligence before 

employing partners have not yet been strengthened. Provisions for legal redress and 

restitution have not been incorporated into agreements with implementing partners. 

Many departments failed to provide an annual return on the levels of fraud identified 

in 2014 and overall reported levels remain very low. 

 

On procurement and contract management 

 The Administration has introduced reforms to modernize and streamline 

procurement, but there is considerable scope to strengthen the procurement 

function and improve compliance with regulations. The reforms have, however, 

been focused on pre-award contract activities, with less attention directed towards 

managing contracts effectively. The Board continues to identify examples of 

non-compliance with the procurement regulations and rules and examples of the 

Procurement Division having overreached its delegated authority. Clarification of the 

circumstances in which such delegations can be exercised by the Division and where 

it would be appropriate to seek approval from a higher body such as the 

Headquarters Committee on Contracts would ensure greater transparency and 

scrutiny of procurement actions. Enhancing the level of professional procurement 

and commercial skills of staff would strengthen the procurement function and help to 

extract maximum value from commercial relations. 

 

On special political missions 

 Special political missions are an important part of the Organizationôs 

peace operations, but the Administration has not yet developed a coherent 

framework for supporting them and delivering defined levels of capability and 

capacity. The missions are supported primarily by the Department of Political 
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Affairs and the Department of Field Support, but financial and performance data do 

not provide adequate information to manage them effectively. Although the 

complexities and challenges of managing such missions have been under discussion 

for a considerable period, the Administration has not yet filled some fundamental 

gaps in its understanding of the true cost of supporting and backstopping the 

missions, nor has it developed a coherent framework for defining the capabilities and 

capacities expected of them. 

 There is inadequate financial and other information on the nature and cost 

of official travel in special political missions. As was the case in peacekeeping 

operations, there was widespread non-compliance with the requirement to 

observe the 16-day advance purchase rule. Although the proportion of funding 

spent on official travel by special political missions has remained at a level 

equivalent to around 4 per cent of total expenditure, there is scope to reduce this. The 

amount of funding provided to the missions generally exceeded the expenditure 

incurred by a generous margin. Most travel cases examined by the Board did not 

comply with the requirement to purchase tickets at least 16 days before travel to 

obtain the most favourable prices. Inadequate management information systems 

hinder the Administrationôs ability to monitor and control travel costs effectively. 

 

On business transformation 

 The Administration is implementing an ambitious programme of 

concurrent transformation projects, but has no overall vision in place or a 

central plan to align them and coordinate their implementation. This risks 

placing an unsustainable cumulative demand on a small core group of 

departments and staff. The Administration does not yet have a clear and agreed 

target operating model. It plans to submit a revised global service delivery model to 

the General Assembly at its seventieth session, but that model will address only 

transactional administrative support processes. A global service delivery model that 

considers all aspects of United Nations activities, including programme activities, 

would provide a more coherent plan for supporting the efficient and effective 

delivery of mandates. It would also avoid the risk of the Organization developing a 

service model that reinforces redundant or outdated organizational structures. 

 

Recommendations 

 The Board has made recommendations throughout the report. The main 

recommendations are that the Administration: 

 (a) Prepare a detailed and achievable timetable for preparing its 2015 

financial statements, taking into account the lessons learned from the 2014 

exercise and the timeline for implementing Umoja; 

 (b) Develop plans for transforming the finance function into a more 

strategic value-adding service and support that transformation with a wider 

financial management training programme to enhance financial literacy and 

management across the Organization; 

 (c) Develop standard approaches and methodologies for measuring the 

costs of providing services to internal and external users; and identify how 

Umoja can support more transparent recording, analysis and reporting of the 

full costs of activities; 



A/70/5 (Vol. I) 
 

 

14/185 15-12419 

 

 (d) Develop an appropriate mechanism to ensure that budget and human 

resources functions currently handled in silos by the Office of Human Resources 

Management and the Office of Programme Planning, Budget and Accounts are 

better coordinated to improve strategic human resources planning; review job 

profiles to ensure that each post is categorized within an appropriate job family 

and network using a common standard classification system; and consider the 

scope for developing a workforce planning module in the scope of Umoja; 

 (e) Develop a detailed implementation plan for all elements of enterprise 

risk management that sets out a clear timetable, milestones, deliverables and 

resources required; 

 (f) Take concerted and urgent action to strengthen its counter-fraud 

policies and procedures; 

 (g) Revise the United Nations Procurement Manual and associated 

guidance material to clarify the circumstances in which delegated authority can 

be exercised and to indicate the criteria to be applied to determine when issues 

should be referred to a higher body; 

 (h) Continue to enhance its procurement and contract management 

capability by continuing its efforts to develop a career path for procurement 

professionals. This should include further training and other avenues, for 

example outward secondments, and the continued recruitment of procurement 

professionals; 

 (i) Work with all involved entities to develop a target operating model 

for the provision of support to all special political missions that clearly defines 

roles and responsibilities, the resources required and how performance would be 

measured; 

 (j) Include consideration of wider aspects of United Nations operations 

in subsequent phases of the global service delivery model, so as to ensure 

effective support to programmes. 

 

Follow-up of previous recommendations 

 Of the 47 extant recommendations, 5 (11 per cent) have been fully implemented, 

19 (40 per cent) are under implementation, 18 (38 per cent) have not been 

implemented and 5 (11 per cent) have been closed by the Board. Overall, the Board 

judges that management is, on the whole, committed to implementing its 

recommendations, but expects to see more urgent progress made in implementing the 

recommendations relating to strengthening counter-fraud measures, enterprise risk 

management, business transformation and financial management and accounting. 

Annex I provides a more detailed summary of the action taken in response to the 

Boardôs previous recommendations. 
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Key facts 
 

 
 

$5.82 billion 

 

Total revenue 
 

 $6.17 billion Total expenses  

 $348 million Deficit for the year  

 $7.5 billion Assets  

 $5.8 billion Liabilities  

 $1.7 billion Total net assets  

 41,426 United Nations staff  

 $2.69 billion Employee salaries, allowances and benefits  

   
    

 

 

 A. Mandate, scope and methodology 
 

 

1. The United Nations, founded in 1945, provides the main forum for its 

193 Member States to meet and take collective measures through its principal 

organs: the General Assembly, the Security Council, the Economic and Social 

Council, the Trusteeship Council, the International Court of Justice and the 

Secretariat. Under the Charter of the United Nations, the Organization can take 

action on a wide range of vital and complex issues. That has led to its evolution into 

a complex organization comprising a headquarters in New York made up of multiple 

departments and offices, as well as entities (many with their own governance 

structures and systems) and offices away from Headquarters and projects across the 

globe. The United Nations employs 41,426 staff to deliver its mandates. 

2. The financial statements for the operations of the United Nations as reported 

in volume I encompass the full range of activities, entities and programmes falling 

under the auspices of the Secretariat and include all funds other than those of 

peacekeeping operations, United Nations escrow accounts, the United Nations 

Compensation Commission, the International Tribunal for the Former Yugoslavia, 

the International Criminal Tribunal for Rwanda and the International Residual 

Mechanism for Criminal Tribunals, which are reported separately. 

3. The 2014 financial statements are the first to be prepared under the 

International Public Sector Accounting Standards (IPSAS) and comprise five 

separate primary statements supported by explanatory notes. 

4. The Board of Auditors has audited the financial statements of the United 

Nations for the financial year ended 31 December 2014 in accordance with General 

Assembly resolution 74 (I). The audit was conducted in conformity with the 

Financial Regulations and Rules of the United Nations and the International 

Standards on Auditing. The latter require that the Board comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance as to 

whether the financial statements are free from material misstatement. 

5. The Board conducted the audit at Headquarters in New York and the offices at 

Geneva, Vienna and Nairobi, in addition to visiting operations, projects and offices 

in Colombia, Ethiopia and Kuwait. The Board coordinated its work with the Office 
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of Internal Oversight Services (OIOS) to avoid unnecessary overlap of effort and to 

determine the extent of reliance that could be placed on its work. The Boardôs report 

was discussed with management, whose views have been appropriately reflected. 

 

  Scope 
 

6. The audit was conducted primarily to enable the Board to form an opinion as 

to whether the financial statements presented fairly the financial position of the 

United Nations as at 31 December 2014 and the results of its operations and cash 

flows for the financial period, in accordance with IPSAS. This included an 

assessment as to whether the expenses recorded in the financial statements had been 

incurred for the purposes approved by the governing bodies and whether revenue 

and expenses had been properly classified and recorded in accordance with the 

Financial Regulations and Rules of the United Nations. The audit included a general 

review of financial systems and internal controls and a test examination of the 

accounting records and other supporting evidence to the extent the Board considered 

necessary to support its audit opinion. 

7. The Board also reviewed the operations of the United Nations under financial 

regulation 7.5, focusing on areas of fundamental importance to the capability, 

effective management and reputation of the United Nations, in particular financial 

performance and management (sect. C below), managing the workforce (sect. D), 

enterprise risk management (sect. E), managing the risk of fraud (sect. F), 

procurement (sect. G), a review of the management of special political missions 

(sect. H) and the management of business transformation (sect. I). 

8. The coverage of those topics complements the Boardôs separate examinations 

of major United Nations business transformation projects, in particular the Boardôs 

fourth annual progress report on the implementation of the United Nations 

enterprise resource planning system (A/70/158), published in July 2015.  

 

 

 B. Findings and recommendations 
 

 

  Follow-up of previous recommendations 
 

9. Of the 47 extant recommendations, 5 (11 per cent) have been fully implemented, 

19 (40 per cent) are under implementation, 18 (38 per cent) have not been 

implemented and 5 (11 per cent) have been closed by the Board (see table II.1). 

10. An implementation rate of 11 per cent is a significant decrease from the rate of 

63 per cent reported previously. It is important to note that this is partly caused by 

the move to annual reporting, given that the Administration has had nine months to 

implement the 28 recommendations made in 2014 as opposed to 21 months under 

the biennial reporting structure. The Board notes, however, that the rate of 

implementation after nine months for recommendations made at the sixty-fifth 

session and sixty-seventh sessions was 40 and 41 per cent, respectively. 

11. Of the 18 unimplemented recommendations, 8 relate to the United Nations 

approach to managing the risk of fraud, reflecting the limited progress made (see 

sect. F). Seven recommendations relate to financial management and accounting, 

reflecting the high demands placed on the Office of Programme Planning, Budget 

and Accounts in producing the first IPSAS-compliant financial statements and 

supporting the implementation of Umoja. 

http://undocs.org/A/70/158
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12. The Board judges that management is, on the whole, committed to 

implementing its recommendations. The reduced rate of implementation is partly a 

result of the high demands placed on the Secretariat from the concurrent 

implementation and prioritization of major reform initiatives (see sect. I). The 

Board expects, however, to see more urgent progress made in implementing its 

recommendations, in particular those relating to strengthening counter-fraud 

measures, enterprise risk management, business transformation and financial 

management and accounting. Annex I provides a more detailed summary of the 

action taken in response to the Boardôs previous recommendations. 

 

Table II.1 

Status of implementation of recommendations 

 

Fully 

implemented 

Under 

implementation 

Not 

implemented 

Overtaken by 

events 

Closed by 

the Board 

       Total 5 19 18 ï 5 

Percentage 11 40 38 ï 11 

 

Source: Board of Auditors. 
 

 

 

 C. Financial performance and management 
 

 

  Implementation of the International Public Sector Accounting Standards 
 

13. The 2014 financial statements are the first set of IPSAS-compliant financial 

statements produced for the Secretariat and the Board has certified them with an 

unqualified audit opinion. The IPSAS accrual basis of accounting recognizes 

transactions and other events when they occur and not only when cash or its 

equivalent is received or paid. Adopting IPSAS introduces new terminology and 

changes the way in which transactions are treated and presented in the financial 

statements. Given that IPSAS require the reporting entity to be defined, a boundary 

was drawn between the Secretariat activities reported in volume I and those 

activities reported in volume II (United Nations peacekeeping operations) based 

primarily on existing financial reporting structures. Further refinement of the 

boundary may be appropriate over time. 

14. While compliant with IPSAS, the boundary is not rigid. For example, two 

peacekeeping operations (the United Nations Truce Supervision Organization and 

the United Nations Military Observer Group in India and Pakistan) are reported 

herein, while Umoja is classed as an asset of the Secretariat although it was funded 

mainly by entities listed in volume II. There is also a single management and 

governance structure for the two ñentitiesò. This means that there is scope for the 

Administration to consider how the Secretariat financial statements may be 

presented in the future. 

15. Recognizing all assets and liabilities of the Organization as they are incurred 

provides improved information for decision makers. It also enables Member States 

and other users of the financial statements to understand more readily the true 

financial position and performance of the Organization. The adoption of a common 

set of accounting standards throughout the United Nations system also facilitates 
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easier and more useful comparison of financial performance across and between 

organizations. 

16. The statement of changes in net assets (statement III) reconciles the balances 

reported in the 2012-2013 audited financial statements, prepared under the United 

Nations system accounting standards, with the opening balances in the 2014 

financial statements, prepared under IPSAS. Total adjustments of $1,245 million 

were made to establish IPSAS-compliant opening balances. Significant adjustments 

were necessary to recognize assets such as property, plant and equipment and to 

recognize revenue in line with IPSAS requirements. 

17. The Administration also reviewed the recoverability of receivables and 

identified impairments totalling $258.1 million where amounts were not deemed 

recoverable, including an allowance of $203.2 million for assessed contributions 

contested by Member States. Although a prudent accounting judgement, it does not 

mean that the Member States concerned are relieved of the liability for the contested 

amount, nor is the Organization relieved of its responsibility to continue to pursue 

it. Allowances have also been made against loans to peacekeeping operations  

($47.3 million) and against other receivables and voluntary contributions deemed 

irrecoverable ($1.8 million). 

18. While the overall quality of the financial statements has improved, the level of 

detailed information provided has been reduced in some areas. For example, 

although fully compliant with IPSAS, detailed supporting schedules showing the 

activity of individual major trust funds are no longer provided. The form and 

content of notes and disclosures in financial statements often evolve over time to 

meet stakeholder needs and IPSAS encourage additional disclosures where they are 

of value to stakeholders. 

 

  Preparation of financial statements 
 

19. The process of preparing financial statements for 2014 was challenging and 

took longer than planned to complete. The Secretariat was learning as it went 

through the process because there was no ñdry runò exercise to facilitate problem 

identification and learning. There were also conflicting pressures on staff associated 

with the implementation of Umoja because they were required to attend training and 

complete data cleansing and conversion tasks alongside finalizing the financial 

statements. The Secretariat was overstretched and lacked sufficient financial 

management capacity to implement IPSAS smoothly and efficiently. It relied 

disproportionately on a relatively small number of skilled staff and performed an 

insufficiently thorough management review to identify all the errors in the first draft 

set of financial statements. Consequently, although implementing IPSAS throughout 

the entities is a highly commendable achievement, there is scope for considerable 

improvement in the procedures for preparing the accounts in future years. 

20. Implementing Umoja throughout the Secretariat entities in June and November 

2015 will place even greater demands on the Office of Programme Planning, Budget 

and Accounts than was the case in 2014. A comprehensive timetable for preparing 

the accounts and a stringent quality assurance regime will therefore be required to 

ensure that the 2015 financial statements are submitted by 31 March 2016. In that 

regard, preparing interim financial statements may help to spread the workload 

more evenly across the year, reduce some of the burden on Headquarters staff at 

year-end and help to identify and correct early any errors in the accounting records. 
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21. To improve account preparation procedures in 2015, the Board 

recommends that the Secretariat: 

 (a) Prepare a detailed and achievable timetable for preparing its 2015 

financial statements, taking into account the lessons learned from the 2014 

exercise and the timeline for implementing Umoja; 

 (b) Ensure sufficient finance staff with the required skills are available 

to complete the key accounting tasks required in the time available; 

 (c) Integrate key Umoja activities, such as data cleansing and 

conversion, training and user-support activities, into the planning of and 

timetable for the preparation of the accounts to ensure that the activities are 

aligned;  

 (d) Perform an effective management review of the draft financial 

statements before their submission to the Board. 

 

  Benefits of the International Public Sector Accounting Standards 
 

22. To achieve the full benefits of implementing IPSAS, the Organization needs a 

clear vision of the desired outcomes. The Administration has identified five broad 

categories of benefits and developed a formal benefits realization plan, including 

opportunities for longer-term changes. Key benefits expected from IPSAS include 

alignment with best practices, improved stewardship of assets and liabilities, more 

comprehensive information on costs, improved transparency and accountability and 

greater consistency and comparability throughout the United Nations system. 

23. The Administration recognizes that some benefits will be realized swiftly, for 

example more comprehensive information on real estate that can be used to drive 

improvement in property management. Other benefits will take longer to accrue 

because they require enhanced financial management skills throughout the 

Organization. 

24. Some of the early benefits attributed to IPSAS, such as improved management 

of accounts receivable and property and inventory management, were not in fact 

dependent on changing financial reporting standards. Given that those balances 

were reported in prime financial statements under IPSAS, however, the 

Organization risked a qualified audit opinion if it failed to state them fairly. It 

therefore took concerted action as part of implementing IPSAS to verify the value 

and condition of those assets. 

 

  Enhancing the strategic role of the finance function 
 

25. The implementation of IPSAS, coupled with the deployment of Umoja, offers 

wider and more strategic benefits by making available more comprehensive 

information on costs to improve decision-making, financial management and cost 

recovery. The continuing financial pressures and constraints on the United Nations 

also reinforce the need for an enhanced role for the finance function to challenge 

and advise on all aspects of operational and programme delivery. 

26. This requires a fundamental transformation of the finance function from a 

focus on transaction management to an effective strategic value-adding function 

based on better and more efficient provision of financial advice and services that 

help United Nations entities to achieve their objectives. Finance functions must also 
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lead the drive towards improved financial management as a whole by helping 

managers to understand costs and how to deliver mandates more cost-effectively. 

27. Traditional finance skills are unlikely to match those required to support that 

transformation. There will be a greater need for financial, management and cost-

accounting skills. At the same time, using a suite of new value-adding services such 

as improved data analytics and reports, the finance function will be working with a 

wider ñcustomerò, or user, base, which will also require training and education to 

maximize the value from the transformational gains. The Administration has 

developed awareness training for staff to inform them of the benefits of IPSAS and 

the action needed to ensure that IPSAS will help to transform the Organizationôs 

financial management and its administrative and financial processes. It has not, 

however, yet looked beyond that to identify the competencies and skills required to 

maximize the benefits of up-to-date financial management processes. 

28. The Board recommends that the Administration transform the finance 

function into a more strategic value-adding service and support that 

transformation with a wider financial management training programme to 

enhance financial literacy and management across the Organization. 

29. The Administration has informed the Board that it considers the 

professionalization and transformation of the finance function into a strategic value-

adding service to be essential to leveraging the benefits of the transformation that 

the Organization has undergone in recent years. An IPSAS sustainability plan for 

the United Nations, endorsed by the Management Committee in June 2015, 

emphasizes that and presents an action plan to support the professionalization of the 

finance function. 

 

  Financial overview 
 

30. In 2014, total revenue was $5.82 billion and expenses were $6.17 billion. 

Assessed and voluntary contributions totalled $5.19 billion, or 89 per cent of total 

revenue. Employee salaries and benefits represented $2.69 billion, or 45 per cent of 

the total expenses across regular budget and extrabudgetary activities. Grants and 

transfers to partners and other organizations to implement agreed programmes 

accounted for a further $1.82 billion, or 29 per cent (see fig. II.I). Given that this is 

the first set of annual accrual-based accounts, it was not possible to include fully 

comparable figures for the prior year. 
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Figure II.I 

United Nations expenses, 2014 

(Billions of United States dollars) 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Board analysis of United Nations financial statements (volume I) for 2014.  
 

 

31. The financial report prepared by the Secretariat provides a comprehensive 

overview of the financial position of the United Nations (see chap. IV). Overall, the 

financial health of the United Nations remains sound and the Organization has 

sufficient assets to cover its liabilities. 

32. The United Nations has amassed large unfunded liabilities in respect of 

employment benefits ($4.87 billion). They are, however, matched by large assets 

such as its land and buildings (with a net value of $2.9 billion) and cash and 

investments ($2.66 billion). Approximately half of the cash and investments are 

ñrestrictedò because they relate to cash held in project trust funds and staff 

insurance fund reserves. They are not therefore owned by or available to the 

General Fund to discharge its liabilities. Borrowing from the Working Capital Fund 

and the special accounts was again necessary in 2014 to ensure that the United 

Nations could fund all its activities. 

33. Total reserve balances (total net assets) fell by some $1.3 billion in 2014 to 

$1.7 billion. That significant reduction was almost entirely attributable to the net 

deficit of $348 million reported in 2014 and a small (1.2 per cent) change in the 

discount rate applied by the actuary when valuing post-employment benefits. This 

shows how susceptible the Organizationôs financial position is to changes in wider 

international market conditions. The Board has further analysed the Organizationôs 

financial health using a range of key financial ratios (see table II.2). Those broad 

ratios also confirm that the Organization has sufficient assets overall to meet both 

its short-term and longer-term liabilities. 
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Table II.2 

Financial ratios  

Description of ratio  31 December 2014 1 January 2014 

   
Current ratio

a
   

Current assets: current liabilities  2.73 2.53 

Total assets: total liabilities
b
   

Assets: liabilities 1.29 1.63 

Cash ratio
c
   

Cash + short-term investments: 

current liabilities 1.50 1.41 

Quick ratio
d
   

Cash + investments + accounts 

receivable: current liabilities 3.36 3.28 

 

Source: Board analysis of United Nations financial statements (volume I) for 2014.  

 
a
 A high ratio indicates an entityôs ability to pay off its short-term liabilities.  

 
b
 A high ratio is a good indicator of solvency. 

 
c
 The cash ratio indicates an entityôs liquidity by measuring the amount of cash, cash 

equivalents or invested funds included in current assets to cover current liabilities. 

 
d
 The quick ratio is more conservative than the current ratio because it excludes inventory and 

other current assets, which are more difficult to turn into cash. A higher ratio means a more 

liquid current position. 
 

 

  Regular budget 
 

34. The original budget for the biennium 2014-2015 was approved by the General 

Assembly in its resolution 68/248 A at $5.53 billion and subsequently revised, 

through resolution 69/263 A, to $5.65 billion. For 2014, the United Nations 

recognized revenue of $2.86 billion (49 per cent) relating to the assessed regular 

budget, representing the proportion invoiced in 2014. The introduction of annual 

financial statements under IPSAS means that the statements are no longer aligned 

with the biennial budget period. Comparing outturn in 2014 against the 

ñannualizedò biennial budget is therefore only a partial or interim process because a 

comprehensive and meaningful review of spend against the budget can be 

performed fully only at the end of the biennium. 

35. While the United Nations has introduced accrual accounting for the financial 

statements, its budget remains on a cash basis. Consequently, IPSAS require a 

reconciliation of the accrual-based accounts with the cash-based budget outturn. 

This is reported in statement V and compares, at a summary level, to the 

information previously reported in the statement of appropriations. Note 6 to the 

financial statements also includes a reconciliation of the total actual budget 

expenditure reported in statement V ($2.9 billion, including capital master plan 

expenses) with the corresponding figures in the statement of cash flows. 

 

  Management of costs 
 

36. In a period of financial constraint and growing pressure on spending from 

increasing demands and expanding mandates, becoming more efficient and cost-

effective is no longer optional for the United Nations. Good financial management 
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practice demands that managers use money well and that resources reach front-line 

activities that are highly valued by Member States and stakeholders, rather than 

being tied up in administrative or low-value activities. The Secretariat has taken 

action in recent years to reduce support costs in response to budgetary pressures, 

and continues to do so, but continuing to make further cuts to budgets is unlikely to 

be a sustainable approach in the longer term. 

37. Having a deeper understanding of and greater insight into the costs of the 

activities performed will enable the Administration to better analyse, benchmark and 

manage its costs. The limitations of the current systems and managerial tools, 

however, prevent management from gaining a sufficiently thorough understanding 

of cost structures. To date, management has not developed the information systems, 

analytical tools or skills necessary to build an understanding of the costs at a 

detailed granular level. Common United Nations frameworks or methodologies for 

identifying, classifying or managing costs have not been developed and each entity 

has therefore developed its own approach. 

38. Although methodologies have been developed for establishing standard staff 

costs and also for setting programme support costs (with the aim of ensuring that 

any additional costs would not be borne by regular budget funds or other core 

resources), most of that work was performed in the 1980s and has since not 

progressed very far. In the case of the United Nations, the costs recovered in respect 

of support for extrabudgetary activities are not supported by detailed analysis that 

demonstrates that the full costs involved are truly recovered. For other services 

provided by United Nations departments to internal and external users, there is no 

standard methodology for costing those services and no systems are in place to 

capture costs comprehensively. In that regard, over the period 2010-2013, the 

United Nations financial statements show that revenue-raising activities of the 

Organization (such as catering operations and services to visitors) reported an 

overall loss of $870,000. 

39. Management accounting and costing have been underdeveloped specialisms 

throughout the United Nations system and current United Nations legacy systems do 

not provide comprehensive financial information. While Umoja will provide the 

capability to systematically capture the costs of operations, the Administration 

needs to develop appropriate costing methodologies, tools and skills to measure and 

manage costs effectively. 

40. The Board recommends that the Administration: 

 (a) Develop standard approaches and methodologies for measuring the 

costs of providing services to internal and external users;  

 (b) Identify how Umoja can support more transparent recording, 

analysis and reporting of the full costs of activities. 

41. In its previous report, the Board estimated that 32 per cent of regular budget 

expenditure was related to administrative functions (A/69/5 (Vol. I), chap. II,  

para. 53). In 2014, $1.52 billion was spent on common support services. As part of 

its 2014 audit, the Board examined two areas of activity to analyse the costs in more 

detail. Specifically, it reviewed the composition of United Nations staff costs and 

examined how the costs of health insurance schemes are managed. 

 

http://undocs.org/A/69/5(Vol.I)
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  United Nations staff costs 
 

42. The nature of Secretariat activities requires the support of many staff, meaning 

that significant staff costs are to be expected. In 2014, total expenditure on salaries, 

allowances and benefits was $2.69 billion (45 per cent of total expenditure), as 

shown in the statement of financial performance. 

43. The salary levels of United Nations staff are promulgated by the International 

Civil Service Commission (ICSC) and the underlying principle
1
 dates back to 1921. 

ICSC established the United States of America as its comparator for United Nations 

salaries and determines changes to each component of salaries annually. In that 

regard, the Board notes that, in a recent report,
2
 the United States Government 

Accountability Office found that the margin between United Nations and United 

States civil service salaries had increased over the past 10 years (in favour of United 

Nations staff). The Office also reported that staff benefits were similar to United 

States civil service benefits, although United Nations leave benefits were more 

generous. For example, United Nations staff members can accumulate up to 60 days 

of leave during their career and receive those days as a lump-sum payment upon 

leaving the Organization. As at 31 December 2014, the accumulated and unfunded 

leave liability was $252 million (see note 19), with $12 million paid to staff 

members leaving in 2014. Closer management of accrued leave or alignment with 

less-generous comparator organizations could significantly reduce the Organizationôs 

unfunded liability. 

44. The Board is aware that, in March 2013, ICSC launched a review of the 

United Nations common system compensation package with the objective of 

developing a revised system that is coherent and sustainable and addresses the 

expectations of its stakeholders. The outcome of the review, which is expected to be 

submitted to the General Assembly at its seventieth session, in the third quarter of 

2015, provides an opportunity to simplify and streamline the staff benefits package 

and ensure that the benefits are properly aligned with the guiding principles. 

45. The United Nations system for staff salaries, allowances and other benefits is 

complex. There are separate salary scales for the many categories in which staff are 

employed, and Professional and Field Service staff are also entitled to a post 

adjustment to compensate for the differences in living costs, thereby providing staff 

with the same relative purchasing power at all duty stations. Overall, the United 

Nations has some 300 separate categories for staff earnings, subsidies and 

deductions, ranging from dependency allowances for eligible spouses, children and 

other dependants to laundry allowances paid to just eight staff in 2014. As a 

consequence, United Nations staff performing identical jobs can be paid 

significantly different salaries depending on factors such as their location, the 

number of dependants that they have, the type of housing that they occupy, the 

number of languages that they speak and the number of yearsô service that they have 

accrued. Table II.3 provides a list of the major elements of United Nations pay and 

allowances paid through the Integrated Management Information System payroll 

systems in 2014 (78 per cent of total staff and related personnel costs). 

__________________ 

 
1
  The Noblemaire principle, which states in effect that, since there should be no difference in 

salary on the ground of nationality, the conditions of service of the international staff must be 

such as to attract citizens of the country with the highest pay levels. 

 
2
  Available from www.gao.gov/products/GAO-13-526. 
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Table II.3 

Major elements of United Nations pay and allowances  

(Millions of United States dollars) 

Payroll category Value 

  
Gross salary 1 251 

Post adjustment 381 

United Nations pension contribution 256 

United Nations insurance contribution 73 

Dependency allowances 38 

Hardship element of mobility allowance 25 

Overtime (gross salary) 15 

Other payments 104 

 Total 2 143 

 

Source: Board analysis of Administration data. 
 

 

  Regular budget posts 
 

46. Analysis of staff in post shows that, for 2014-2015, the number of approved 

regular budget posts fell by 219, but that there has been an overall increase of 1,000 

posts (11 per cent) to 10,118 since 2004-2005. The proportion of senior staff at the 

higher Professional grades (P-5 and above) relative to the number of total staff has 

also increased from 12 to 13.1 per cent. 

47. Table II.4 shows that total expenditure on staff and related personnel costs 

over the period from 2004-2005 to 2012-2013 increased by 53 per cent. Overall, 

staff costs have remained fairly constant at between 73 and 75 per cent of the total 

regular budget. 

 

Table II.4 

Approved regular budget posts and expenditure on staff and other personnel costs  

 2014-2015 2012-2013 2010-2011 2008-2009 2006-2007 2004-2005 

       
Staff and other personnel 

costs (thousands of United 

States dollars) ..
a
 4 135 255 3 944 028 3 516 845 3 094 017 2 697 712 

Approved posts 10 118 10 336 10 281 9 929 9 337 9 118 

Senior staff (P-5 and above) 1 327 1 300 1 265 1 214 1 143 1 092 

Other Professional staff 3 363 3 330 3 278 3 123 2 992 2 818 

Other personnel 5 428 5 706 5 738 5 592 5 502 5 208 

Percentage of senior staff 13.1 12.6 12.3 12.2 11.9 12.0 

 

Source: Board analysis of United Nations regular budget and financial statements (volume I). 

 
a
 Not available until 31 December 2015. 

 

 

48. In view of the significant payroll costs incurred, the Board has reviewed the 

main factors driving those costs in recent years. In 2014, $2.1 billion (78 per cent) 
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of the Organizationôs total payroll was processed through eight legacy Integrated 

Management Information System payroll instances. The Board has analysed the data 

relating to the past two years (2013 and 2014) using data analytic tools. 

49. The analysis shows that the average cost per staff member per year increased 

only slightly, from $122,600 to $124,400, between the years. Calculating a simple 

average cost revealed that staff located in Geneva were the most costly, at $155,800, 

whereas the least costly staff were at the Economic Commission for Africa, at 

$63,600 (see table II.5). 

 

Table II.5 

Integrated Management Information System payroll costs by location  

Integrated Management Information 

System instance 

2014  2013 

Payments 

(millions of 

United States 

dollars) 

Number of 

staff paid 

Average 

(thousands 

of United 

States 

dollars) 

Payments 

(millions of 

United States 

dollars) 

Number of 

staff paid 

Average 

(thousands 

of United 

States 

dollars) 

       
Headquarters 1 059.2 8 009 132.3 1 063.5 8 141  130.6  

United Nations Office at Geneva 714.9 4 588 155.8 697.7 4 567  152.8  

United Nations Office at Nairobi 67.1 1 030 65.2 62.3 1 061  58.7  

United Nations Office at Vienna 59.5 633 94.0 57.7 631  91.4  

Economic and Social Commission 

for Asia and the Pacific 73.3 868 84.5 78.5 851  92.3  

Economic Commission for Latin 

America and the Caribbean 66.2 753 87.9 69.6 794  87.7  

Economic Commission for Africa 57.8 909 63.6 57.1 902  63.3  

Economic and Social Commission 

for Western Asia 44.8 430 104.3 43.7 426  102.5  

 2 143.0 17 220 124.4 2 130.1 17 373  122.6  

 

Source: Board analysis of Integrated Management Information System payroll data. 
 

 

50. Further analysis of costs revealed some unexpected patterns. For example, 

senior General Service staff (G-7), including those in posts described as 

ñAdministrative Assistantò or ñChief of Unitò, were among the highest-paid staff, 

many earning similar gross salaries to under-secretaries-general. An analysis of the 

top 200 highest-paid United Nations employees (those earning $169,000 or more 

based on their gross salary in 2014) found that 73 were in the category of Assistant 

Secretary-General or higher, 8 were at the Director level, 62 at the G-7 level and 57 

at the G-6 level. 

51. The analysis also showed that overtime payments were relatively modest in 

2014, at $15 million, but that $8.6 million of that amount was paid to security staff. 

Some individuals consistently worked high levels of overtime, however. For 

example, one received overtime payments of $62,000 in 2014 on top of a gross 

salary of $86,000. 
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  Gender analysis 
 

52. Using the payroll data for 2014, the Board performed an analysis of the 

distribution by gender, which showed a slight bias in the ratio in favour of the 

number of male staff compared with female staff (53 men to 47 women), but more 

pronounced bias in terms of the ratios evident in senior management categories of 

Director and higher (67 men to 33 women). This translated into a bias in the share 

of total remuneration paid to men compared with women (55 men to 45 women). In 

the General Service category, women outnumbered men by a ratio of 56 to 44 

(3,208 women, 2,530 men). 

 

  Use of data analytics 
 

53. The Administration does not yet have the tools to carry out comprehensive 

analysis of staff-cost data of the type performed by the Board. As noted in section D, 

the Office of Human Resources Management is also constrained by limitations in 

the completeness, accuracy and integration of its databases. 

54. The Organization needs to develop appropriate data analytics, costing 

methodologies (beyond the standard costing techniques already in place) and 

updated policies and procedures to gain a deeper understanding of its underlying 

costs. That information can then be used to benchmark and measure costs in a way 

that promotes increased cost-consciousness, improved value for money and a 

culture of continuous improvement in financial management practices. 

55. The Board recommends that the Administration develop the tools, 

capacity and capability to generate comprehensive and detailed information 

that can be used to better understand, manage and control staff costs and to 

provide more accurate, timely and complete management information to 

support decision-making. 

 

  Health insurance schemes 
 

56. The Board has also analysed the Organizationôs health insurance schemes, 

which were established as part of the social security scheme for United Nations staff 

and retirees. Most of the schemes are self-insured. They provide health services to 

some 150,000 members and dependants. In 2014, claims to the value of $441.3 

million were paid under the schemes. Contributions from the Organization and 

scheme members totalled $501.6 million. After taking account of the revenue earned 

on the invested surpluses and reserves and the costs of administering the schemes, 

the Administration held reserve balances of $346.2 million, equivalent to 

approximately eight months of claims. 

57. The self-insured schemes are managed in two locations: 

 (a) United Nations Headquarters manages the United States-based medical 

and dental plans, the worldwide plan for internationally recruited field staff and 

retirees and the medical insurance plan for locally recruited field staff and retirees at 

designated duty stations. The programme is managed by third-party administrators 

that administer the plans and adjudicate claims on its behalf. Fees are paid to the 

administrators for their services; 

 (b) The United Nations Office at Geneva manages the United Nations Staff 

Mutual Insurance Society against Sickness and Accident for United Nations staff 
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and retirees in Geneva and other staff and retirees of other Geneva-based 

organizations. The Society is self-administered and the local office reviews and 

adjudicates claims, as well as negotiating contracts with local providers and direct 

billing arrangements. 

58. For each self-insurance plan, any excess of premiums, subsidy and rebates 

over claims and administrative expenses is maintained as reserves that are used to 

smooth out premium increases and to provide contingency cover for any 

catastrophic claim requirements. The cost of administering the schemes was 

$43 million; the relative costs are shown in table II.6. A simple calculation using the 

number of insurance claims and the claim costs shows that the average claim cost of 

the self-administered United Nations Staff Mutual Insurance Society against 

Sickness and Accident scheme is 2.7 times greater than the Headquarters-based 

schemes. The average transactional costs to process each claim range from $30 for 

the United States schemes to $106 for the medical insurance plan for local staff. 

 

Table II.6 

Costs of administering medical insurance  

 

Headquarters-

based medical 

and dental plans 

Medical 

insurance plan 

for local 

field staff 

United Nations Staff 

Mutual Insurance 

Society against 

Sickness and 

Accidenta 

    
Self-insurance claims and expenses (thousands of United 

States dollars) 317 684 24 871 98 707 

Operating costs (thousands of United States dollars) 21 875 4 124 3 505 

Number of claims 720 004 38 979 83 363 

Average claim cost (United States dollars) 441 638 1 184 

Average operating cost per claim (United States dollars) 30 106 42 

 

Source: Board analysis of United Nations financial statements (volume I) and Secretariat claim statistics. 

 
a
 Operating costs exclude $13.5 million currency exchange losses from the revaluation of Swiss franc 

investments. 
 

 

59. The Administration does not routinely perform such internal benchmarking 

analysis to review the costs of its operations, nor does it monitor such unit costs 

over time to track whether they are increasing or decreasing. Similarly, external 

benchmarks for similar insurance activities provided by other organizations are not 

employed to inform the Secretariatôs decision-making. 

60. The Board recommends that the Administration examine the underlying 

causes of the differences in average claim costs to determine whether there is 

scope to reduce the costs of administering the schemes. 

61. The Administration has informed the Board that differences in the location and 

category of insured persons have a significant impact on costs and that it does not 

consider it meaningful to compare average claim costs between the schemes. While 

the Board acknowledges that rational explanations may exist for the differences 

noted, it believes that they nevertheless warrant investigation and that movement in 

such costs should be monitored over time. 
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  Insurance contracts 
 

62. While the Administration recently awarded a new contract for the medical 

insurance plan to begin services in April 2015, the existing arrangements with the 

other service providers have not been reviewed for many years. The terms and 

conditions of the relationship and the respective rights and obligations of the United 

Nations and the insurance companies are set out in formal agreements. However, a 

recent audit by OIOS identified that the agreements with the service providers 

(third-party agreements) were not up to date, with some agreements not updated 

since 2000.
3
 

63. The United Nations has previously exercised ñopen-bookò access through 

independent audits of its third-party administrators with the objectives of measuring 

processing, payment and financial accuracy and claim turnaround time against 

industry standards and the Organizationôs performance guarantees. While the most 

recent audits provided assurance over the administration of the schemes, no such 

examination has occurred since 2009, meaning that the United Nations does not 

have independent assurance over the accuracy of claims paid and whether the third-

party administrators are meeting their contractual obligations. In the intervening 

period, the third-party administrators have processed claims with a value of $1.533 

billion. 

64. The Board recommends that arrangements be made to conduct an open-

book audit of the third-party administrators to provide assurance over the 

accuracy of reported costs and activities performed by the Administrationôs 

agents and to confirm that they have complied with their contractual 

obligations. The inspection rights under those contacts should be exercised 

regularly in future. 

65. The Administration accepts the recommendation and has informed the Board 

that it is preparing a request for proposals aimed at selecting an audit firm to 

conduct the inspections. 

 

 

 D. Managing the workforce 
 

 

66. Effective workforce management is critical to an organizationôs ability to 

achieve its objectives by ensuring that the organization has the right number of staff 

with the right skills in the right locations. The Office of Human Resources 

Management is responsible for aligning human resources with the delivery of 

mandates to ensure that the Secretariat carries out its functions efficiently and 

effectively (see ST/SGB/2004/8, para. 2.1). The Office employs 238 staff and 

provides support to some 41,426 staff throughout the Secretariat (as at 30 June 

2014, see A/69/292) on an operating budget of $109 million (see table II.7). 

 

  

__________________ 

 
3
  Audit of the administration and management of the health insurance scheme at United Nations 

Headquarters (2015/051). 

http://undocs.org/ST/SGB/2004/8
http://undocs.org/A/69/292
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Table II.7 

Office of Human Resources Management budget requests by area, 2014-2015 

(Thousands of United States dollars)  

Area 

Regular 

budget 

Assessed 

contributions 

Extrabudgetary 

funding  Total Percentage 

Number of 

posts 

       
Executive direction and management 3 165 ï 42 3 207 3 9 

Policy 6 288 5 660 2 314 14 262 13 42 

Strategic planning and staffing 12 471 2 471 996 15 938 15 50 

Learning, development and human 

resources services 41 698 2 718 1 198 45 615 42 74 

Medical services 6 642 4 107 2 747 13 496 12 41 

Human resources information systems 7 398 9 114 ï 16 511 15 22 

 Total 77 662 24 071
a
 7 297 109 029 100 238 

 

Source: Administration data. 

 
a
 Differences due to rounding. 

 

 

67. In its previous report, the Board reported weaknesses in some of the 

fundamental aspects of workforce management, including: 

 (a) Lack of medium-term to long-term workforce planning; 

 (b) Need to perform an end-to-end review of the recruitment process and to 

put in place more accurate measures of its effectiveness; 

 (c) Lack of a comprehensive skills strategy, including key skills in core 

business functions such as finance;  

 (d) Weaknesses in performance evaluation of staff.  

68. The Board made six recommendations, all of which are considered to be under 

implementation (see annex I). In 2014, the Board further examined the progress 

made in the areas of workforce planning, skills and capability, staff selection and 

recruitment and performance management. 

 

  Workforce planning 
 

69. Workforce planning helps management to align the workforce with the 

delivery of its current business plans. It is also the basis by which management can 

plan for future workforce requirements in response to any changes in the 

Organizationôs mandates, structures and processes. In 2013, the General Assembly, 

in its resolution 68/252, urged the Secretary-General to develop a workforce 

planning system as a matter of priority. The Board reported in 2014, however, that 

no meaningful workforce planning was being performed and recommended that the 

Administration should develop a medium-term to long-term strategic workforce 

strategy and operational workforce plans informed by a review of the Organizationôs 

strategy, identifying any gaps in headcount, grades, knowledge and skills (see 

A/69/5 (Vol. I), chap. II, para. 164). 

70. In response, the Secretary-General reported in August 2014 that workforce 

planning was on the reform agenda for the Office of Human Resources Management 

and a pilot project was planned (see A/69/353, para. 59). That work also remains in 

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/353
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its infancy, however, because the Office is currently according priority to 

implementing Umoja and the new mobility policy. 

71. The Office is not currently involved in the process of creating, continuing, 

reclassifying and abolishing posts, which is part of the budget process. It has no role 

in post-budget monitoring and analysis of trends and profiles of the workforce. It is 

unable to exercise adequate oversight of the exercise of delegated authority, even 

though significant decisions with long-term implications are taken under such 

delegations. Those systemic gaps and lack of integrated and standardized data on 

posts and positions and staff prevent the Office from carrying out strategic human 

resources planning, structured periodic reviews or regular monitoring activities. It is 

a serious weakness and limits the Administrationôs ability to take a holistic and 

strategic view of human resources issues. 

72. The Board found, for example, that the Office was not able: 

 (a) To actively track upcoming vacancies and tailor recruitment plans 

accordingly (e.g., by combining similar vacancies for group processing); 

 (b) To assess medium-term and long-term staffing requirements taking into 

account changing organizational requirements and mandates; 

 (c) To review job grading and profiles to assess whether the horizontal and 

vertical proliferation of posts continued to be functionally justified;  

 (d) To review posts that had been vacant for long periods to determine 

whether they were still required; 

 (e) To monitor educational status, qualifications, skills and development and 

training needs of the workforce;  

 (f) To analyse and ascertain the appropriate level at which a particular 

proposed post should be created or continued. 

73. Without appropriate and effective policies, people, processes and information 

systems in place, the Office cannot perform any scenario analysis on the 

composition and financial costs of the workforce and is therefore not well placed to 

advise the Administration on any future resource model to support important 

management reforms such as new global service delivery models or staffing changes 

required to maximize benefits from Umoja. 

74. To address the shortcomings identified, the Board reiterates its previous 

recommendation and encourages the Secretariat to expedite work on developing 

workforce planning as a matter of urgency. 

75. The Administration has informed the Board that it continues to review and 

enhance the workforce planning methodology in coordination with Umoja and the 

mobility framework and that it plans to initiate a second pilot workforce planning 

exercise. 

 

  Lack of standard post classifications 
 

76. A key role of a corporate human resources function is to ensure the 

standardization of job titles and codes. There are currently as many as 1,539 

functional titles for the 41,426 staff members of the Secretariat. The system of job 

classification developed by ICSC and the mapping of the Common Classification of 

Occupational Groups codes to the budget codes for posts have not yet been fully 
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implemented. The Office of Human Resources Management holds no information 

on the extent of unclassified posts because classification is performed by individual 

departments under delegated authority. The standardization of job codes, functional 

title codes, Common Classification of Occupational Groups codes and budget codes 

for posts, coupled with the active tracking of upcoming planned vacancies, would 

allow the Office to consolidate recruitment for similar vacancies and could help to 

reduce delays and costs. 

77. The Administration informed the Board that, in the context of the upcoming 

implementation of the mobility framework, the Office would conduct further 

assessment and analysis to harmonize and further streamline job titles for each 

category, level and job family.  

78. Current information technology systems are also unable to support the Office 

to generate the required information easily. For example: 

 (a) Inspira, the Integrated Management Information System and the Nucleus 

system do not share a common approach to classifying job families, job function 

descriptions, job opening descriptions and job networks and do not use Common 

Classification of Occupational Groups codes;  

 (b) Data are stored in eight databases that are not synchronized and staff 

information is also maintained in other human resources systems; 

 (c) Details of the 41,426 posts do not include Common Classification of 

Occupational Groups codes, budget codes or any other unique coding indicating the 

key attributes of the post.  

79. The Administration informed the Board that it expected Umoja to address 

those issues because it would serve as a single database containing details on posts 

and personnel, but that a workforce planning module was not in the current scope of 

Umoja.  

80. The Board recommends that the Secretariat:  

 (a) Develop an appropriate mechanism to ensure that budget and human 

resources functions currently handled in silos by the Office of Human 

Resources Management and the Office of Programme Planning, Budget and 

Accounts are better coordinated to improve strategic human resources 

planning;  

 (b) Review job profiles to ensure that each post is categorized within an 

appropriate job family and network using a common standard classification 

system;  

 (c) Consider the scope for developing a workforce planning module in 

the scope of Umoja.  

 

  Delegations of authority 
 

81. Delegating authority appropriately is a functional necessity in a globally 

dispersed international organization. In January 2010, the Secretary-General 

accepted the inadequacy of prevalent management information systems to support 

the delegation process and the need to clarify the responsibilities of all involved 

through a clear vertical chain of command and a central repository of all delegations 

(see A/64/640, para. 52).  

http://undocs.org/A/64/640
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82. The Office of Human Resources Management has not, however, developed a 

consolidated document containing up-to-date instructions setting out what decisions 

can be taken by whom in which entity, nor is there a clear vertical chain of 

command. Delegations of authority for decisions under the Staff Regulations and 

Rules of the United Nations are laid out in a number of Secretary-Generalôs 

bulletins, administrative instructions, notes or memorandums on individual items. 

Consequently, oversight of the exercise of delegated authority is unstructured and 

informal, with no system of assurance reporting in place.  

83. The Board recommends that the Administration review, update and 

rationalize the current delegations of authority. 

84. The Board also recommends that the Administration produce a 

consolidated policy document that clearly sets out delegations of authority and 

that the Office of Human Resources Management establish an assurance and 

oversight framework to monitor the exercise of delegated powers and ensure 

that they are exercised in conformity with the approved policy. 

 

  Skills and capability 
 

85. The Board recommended in its previous report that the Administration should 

develop a skills strategy for staff based on an improved understanding of current 

capability and existing skills gaps such as commercial skills for major projects, and 

on the skills required following the implementation of IPSAS and the roll-out of 

Umoja, such as professional training in financial management skills to lead financial 

management improvement and provide more strategic advisory services to the wider 

business (A/69/5 (Vol. I), chap. II, para. 177).  

86. The Office of Human Resources Management has developed a new learning 

and career support strategy that was endorsed by the Management Committee in 

June 2014. The Administration has committed itself to developing skills to review 

and analyse financial information to support better management decision-making 

and work is under way to develop skills around the tracking and analysis of key 

financial ratios and key account balances. 

 

  Staff selection and recruitment 
 

87. The Board previously recommended that the Administration should perform an 

end-to-end review of the recruitment process to reduce the lead time to fill 

vacancies (see ibid., para. 170). A review of the current recruitment process is in 

progress and will be extended to incorporate the mobility implementation design 

processes.  

88. As reported previously, however, the measurement of the duration of the 

recruitment process does not cover the end-to-end process cycle from the day on 

which a vacancy arises to the day on which it is filled. Tracking the entire duration 

of the process would be more meaningful because it would enable the Office of 

Human Resources Management to analyse the entire process and identify the steps 

in the process experiencing the most delay. The Office is also failing to make use of 

information available on the date of superannuation of employees or the expiry of 

their term to track upcoming planned vacancies and proactively manage the 

recruitment process.  

http://undocs.org/A/69/5(Vol.I)
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89. The General Assembly, in its resolution 68/265, requested the Secretary-

General to give equal treatment to internal and external candidates when 

considering applicants for vacancies. The percentage of external candidate selection 

ranged between 29 and 38 per cent of total appointments made over the period from 

2009 to 2014. The Board also noted that people holding temporary appointments 

with the United Nations were also considered to be external candidates when 

applying for jobs. 

 

  Well-being of staff 
 

90. Staff absences due to sickness can be costly for organizations. The 

Administration does not collect comprehensive information concerning the health 

and disability profile of employees or the hours lost due to sick leave. While the 

Medical Services Division monitors hours lost due to absence from duty on medical 

grounds, there are gaps in the data and delays in their collection and consolidation. 

For example: 

 (a) Approval of up to 20 days is performed locally and not monitored or 

recorded centrally;  

 (b) There is no information collected on staff outside the Integrated 

Management Information System; 

 (c) There is no central reporting of health-care expenditure, and therefore no 

analysis performed of the reasonableness of those costs or review of any patterns of 

ill-health or absence that may require management intervention or present 

opportunities to reduce costs.  

91. More widely, the United Nations has established a formal policy on access to 

facilities, employment opportunities and availability of reasonable accommodation 

for staff members with disabilities (ST/SGB/2014/3), but has no mechanisms or 

assurance frameworks in place to monitor progress in implementing it.  

92. The Board recommends that the Office of Human Resources Management 

monitor the implementation of the Secretary-Generalôs bulletin on employment 

and accessibility for staff members with disabilities in the United Nations 

Secretariat (ST/SGB/2014/3).  

93. The Board also recommends that the Administration address gaps in 

access to data on sick leave for comprehensive and timely reporting and 

develop capability to gather information on key health-care parameters 

covering all its clients across the United Nations system for more 

comprehensive reporting on status and policy issues. 

94. The Administration accepts the recommendations and has informed the Board 

that activities in that regard are under way.  

 

  Performance management 
 

95. The Board previously recommended that the Administration should review and 

improve the appraisal system to enable more effective monitoring of performance 

trends and implementation of remedial action or rewards following the completion 

of staff performance evaluations (see A/69/5 (Vol. I), chap. II, para. 184). In 

response, the Office of Human Resources Management has developed a proposal 

that it will submit to the General Assembly at its seventieth session aimed at 

http://undocs.org/ST/SGB/2014/3
http://undocs.org/ST/SGB/2014/3
http://undocs.org/A/69/5(Vol.I)
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improving monitoring of trends and compliance, ensuring effective remedial action 

following completion of staff performance evaluations and establishing a reward 

and recognition framework.  

96. The performance appraisal process as a whole currently remains an area of 

concern, however. For the 2013-2014 cycle, 91.4 per cent of staff completed their 

appraisal. Only 1 per cent received a rating of ñpartially meets performance 

expectationsò or ñdoes not meet performance expectationsò. For 2014-2015, as at 

May 2015, 61 per cent of staff had completed their appraisals for the period, with 

departmental rates of completion ranging from 4 to 84 per cent. 

97. Areas in which current arrangements could be improved are: 

 (a) Documented records of dedicated performance meetings with senior 

management teams should be held by the Office of Human Resources Management;  

 (b) Information on the number of staff members reporting to first and second 

reporting officers should be monitored by the Office of Human Resources 

Management. In that regard, the Board notes that OIOS reported in 2014 that, in 

some instances, the ratio of staff members to first and second reporting officers was 

very high;  

 (c) Monitoring and reporting frameworks focus exclusively on tracking 

delays in completing annual performance evaluations in the Inspira e-performance 

system. The full range of information that could be derived from the data being 

captured, such as performance grading profiles classified by department, grade, 

level, gender or nationality, is not being reported or analysed. Data mining on 

grades of individual employees would assist management to identify trends or issues 

warranting further action or investigation, such as cases where there is evidence of 

steep improvement or deterioration in performance;  

 (d) The system application cannot currently aggregate information on 

individual development plans and training activities to be undertaken. It would also 

be valuable if reporting officers could recommend, perhaps by picking from a pre-

populated menu of options, specific areas in which employees require further 

training or development.  

98. The Board recommends that the Office of Human Resources Management: 

 (a) Consider capturing information on the spans of control of first and 

second reporting officers with a view to identifying cases where such spans are 

unacceptably large compared with office norms;  

 (b) Consider the use of enhanced data analytics for additional dashboard 

reports that would facilitate analysis of individual performance grading of 

individual employees;  

 (c) Consider enhancing system applications to aggregate information on 

individual development plans and training activities to be undertaken.  

99. The Administration accepts recommendations (a) and (b) and has informed the 

Board that it has begun work to develop relevant reports. It has also indicated that, 

with regard to recommendation (c), it will need to await the review by the General 

Assembly of the comprehensive performance management proposal because its 

decision will guide the Office of Human Resources Management on the next steps 

to be taken. 
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  Management of disciplinary cases 
 

100. The Office of Human Resources Management is responsible for processing all 

disciplinary cases for Secretariat staff. In December 2013, in its resolution 68/252, 

the General Assembly requested the Secretary-General to expedite the completion of 

disciplinary cases and to prevent a build-up of backlogs of cases in the future.  

101. As at 31 December 2014, 83 disciplinary cases were pending, 10 for more than 

a year and 37 for more than six months. There were 40 cases awaiting an initial 

decision of the Office of Human Resources Management on whether to pursue a 

disciplinary case, 9 of which had been pending for more than six months. 

Management attributed the processing delays to a decision by the United Nations 

Appeals Tribunal in October 2011 that requires the establishment of ñclear and 

convincing evidenceò rather than the previously applied standard of ñpreponderance 

of evidenceò.  

102. The importance of taking all measures necessary to recoup any losses arising 

from relevant acts of misconduct on the part of staff members is accepted by the 

Administration. The Office of Human Resources Management stated, however, that 

it could not monitor actual recoveries made because the relevant data were not being 

systematically recorded. 

103. The Office currently has no role in keeping track of investigations under way, 

although it recognizes the importance of such monitoring. It stated that OIOS held 

that responsibility and was working towards adopting a centralized ñintakeò system. 

Given that not all disciplinary cases originate from investigations recommended by 

OIOS, however, there remains a need to at least monitor the statistics on all 

investigations under way.  

104. The Board recommends that the Office of Human Resources Management 

expedite the progress and resolution of disciplinary cases and develop a 

centralized monitoring system to track the number of ongoing investigations of 

alleged misconduct from the stage when a complaint is formally lodged or 

recommended by OIOS. 

 

 

 E. Enterprise risk management 
 

 

105. In 2011, the Secretariat adopted an enterprise risk management and internal 

control framework as a strategic initiative to define a consistent methodology for 

assessing, monitoring and communicating risks. The framework was designed to 

address high-level strategic risks associated with carrying out the Organizationôs 

mandates and objectives, as well as the risks inherent in day-to-day operations 

supporting the achievement of mandates. The implementation of the framework was 

intended to introduce significant improvements to governance and management 

practices. 

106. In view of the complex, risk-exposed environments in which the United 

Nations operates, an inability to deliver outcomes can have serious consequences, 

including loss of life. It is therefore vital to have a strong internal control 

framework and risk management system in place. 

107. The Board has reviewed the progress made in implementing enterprise risk 

management in the Secretariat since its previous audit. It considered the adequacy 
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of the methodology and governance structures, reviewed the Secretariat risk register 

and a sample of departmental risk registers, interviewed officials in the Department 

of Management, the lead department in the initiative, and carried out consultations 

with risk focal points in 10 departments.  

 

  Enterprise risk management methodology 
 

108. The enterprise risk management methodology draws on recognized best 

practice promulgated by bodies such as the Committee of Sponsoring Organizations 

of the Treadway Commission and the International Organization for Standardization. 

The methodology was formally adopted in May 2011 and built on a model of the 

Organizationôs ñrisk universeò, developed in 2008, and General Assembly resolution 

64/259, by which the Assembly mandated the introduction of enterprise risk 

management at all levels in the Secretariat. 

109. The process envisaged under the enterprise risk management methodology is 

illustrated in figure II.II. It sets out the conduct of risk assessments and the 

development of appropriate response plans. Risks would be identified, registered 

and assigned an owner who would be responsible for developing appropriate risk-

response plans and monitoring the implementation of the actions. The process is to 

be supported by clear communication of information to staff and a monitoring and 

assurance framework designed to assure management that enterprise risks are being 

handled appropriately. 

 

  Figure II.II 

Enterprise risk management methodology adopted by the Secretariat 
 

 

Source: United Nations enterprise risk management and internal control policy. 
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  Governance  
 

110. Typically, enterprise risk management governance structures include an 

enterprise risk management committee and a chief risk officer. The Secretariat has 

adopted a similar approach by appointing the Management Committee as the 

enterprise risk management committee. A risk officer (located within the 

Department of Management) has also been appointed, and each of the six critical 

enterprise risks has a corporate risk owner supported by a risk treatment working 

group. 

111. The Management Committee is responsible for monitoring the effectiveness of 

overall enterprise risk management, fostering continued senior management 

engagement and leadership and aligning enterprise risk management with the wider 

transformation agenda. The six corporate risk owners are responsible for developing 

risk-response plans for their allotted risk. The plans detail the actions required to 

mitigate the risks effectively, including key milestones for completing that action. 

Corporate risk owners are supported by working groups, comprising staff members 

from different departments who represent various functional areas of the Secretariat. 

112. The Secretariat has also, however, established an enterprise risk management 

function in the Office of the Under-Secretary-General for Management. Its 

functions are: 

 (a) To provide the methodology and consistent tools to support working 

groups; 

 (b) To coordinate meetings of working groups, participate in their 

discussions and frame a coherent enterprise risk management methodology (in 

conjunction with risk owners);  

 (c) To consolidate progress in the implementation of risk-mitigation 

strategies for reporting to the Management Committee. 

113. The Deputy Secretary-General has also been assigned a coordinating role to 

ensure proper dialogue among and coordination of the activities of the risk 

treatment working groups. This is considered necessary to avoid potential overlap of 

work and ensure that possible synergies are recognized and exploited, given that 

risk-mitigating actions designed for one risk could also have a positive impact on 

other areas. To embed enterprise risk management at all levels, the responsibility for 

managing risks and internal controls defined under the enterprise risk management 

framework also extends to each head of department or office, and to all staff 

members, in accordance with their specific roles and functions.  

114. Although the governance structures are relatively new, there is clear evidence 

that the Management Committee is actively involved and that corporate risk owners 

and the Department of Management are playing a role in developing tools and 

guidance to support the further implementation of enterprise risk management. The 

main focus of work to date, however, has been on the six ñcriticalò strategic risks 

that were endorsed by the Secretary-General in September 2014, along with the 

enterprise risk register as a whole, which includes a total of 116 risks (see annex II 

for the current status of the six critical risks).  
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  Managing the implementation of enterprise risk management 
 

115. The strong commitment of the Secretary-General and the Management 

Committee, together with the strong support of the General Assembly, provides a 

clear mandate to drive the pace of implementation of enterprise risk management. 

Implementation is not, however, managed in accordance with an agreed project plan 

that sets out the overall timetable, deliverables, key milestones, dependencies, 

indicators of success and resource requirements.  

116. At the time of the audit, three draft risk treatment plans for enterprise risks had 

been completed. The Administration has since informed the Board that all six plans 

were presented by the corporate risk owners and endorsed by the Management 

Committee on 25 June 2015.  

117. A survey of 10 departments confirmed that the pace of progress was highly 

variable and that departments were not following an agreed timetable. There was, 

however, evidence that the enterprise risk management initiative had acted as a 

catalyst for departments to begin developing their approaches to risk management, 

or to enhance existing procedures, for example developing or refining risk registers 

and risk treatment plans and documenting roles and responsibilities. Departments 

were also using templates and methodologies developed centrally and aligning their 

risks and proposed responses with the Secretariatôs enterprise risk management 

register.  

118. It was not clear, however, what processes were to be followed to escalate 

lower-level departmental risks to higher levels (such as the Management 

Committee) and there are no corporate tools or an enterprise risk management 

guidance manual to support the implementation of enterprise risk management 

within departments. This could result in divergent practices between departments. 

119. The most advanced department surveyed had developed an approved risk 

treatment plan; two others had implemented risk governance frameworks outlining 

roles and responsibilities and one of those entities had also developed internal 

procedures for monitoring risks.  

120. Departments were generally positive about the role played by the Department 

of Management in communicating enterprise risk management requirements to risk 

focal points, but questioned whether the expectations and benefits of enterprise risk 

management had been communicated well enough to staff more generally. 

Departments also cited a lack of human and financial resources to implement 

enterprise risk management. While more than 100 staff have received training in 

risk management, none of the 10 departments surveyed had a dedicated risk 

management team and enterprise risk management work had to be performed 

alongside other existing duties. None of the departments could provide a breakdown 

of costs incurred to date or planned resource requirements going forward, and none 

had included any funding requirements in the budget for the biennium 2016-2017.  

121. While some important progress has been made, and the Board would not yet 

expect the Secretariat to have all the elements of an effective enterprise risk 

management and internal control framework embedded and operating effectively, 

the current pace of implementation needs to be accelerated. If concerted action is 

not taken to embed the implementation of enterprise risk management more widely 

at all levels of the Organization, there is a risk that the initiative will stall or even 

fail. 
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122. The Board therefore recommends that the Secretariat: 

 (a) Develop detailed enterprise risk management policies and procedures 

for staff to follow at departmental levels of the Organization to supplement the 

guidance in place for managing the critical enterprise risks; 

 (b) Develop a detailed implementation plan for all elements of enterprise 

risk management that sets out a clear timetable, milestones, deliverables and 

resources required; 

 (c) Increase the level of communication and training provided to staff on 

enterprise risk management policies and procedures; 

 (d) Consider the acquisition of appropriate tools, including software, to 

support the implementation of enterprise risk management;  

 (e) Introduce regular progress reports to inform the Management 

Committee of the status of implementation of enterprise risk management 

throughout the Organization and to provide assurance that risks are being 

managed and mitigated effectively. 

 

 

 F. Managing the risk of fraud 
 

 

123. In its previous report, the Board made recommendations aimed at 

strengthening counter-fraud controls and building a strong anti-fraud culture 

throughout the Organization. The Administrationôs response to the recommendations 

is included in annex I, but does not, in the Boardôs view, demonstrate that the 

Administration is currently responding adequately to the risks of fraud.  

124. Specifically, the Organization has not yet conducted a comprehensive 

assessment of its vulnerability to fraud, has not modernized and consolidated the 

current suite of policy and guidance material on fraud, has not developed mandatory 

training for staff on fraud and has not taken concerted action to ensure the 

systematic legal pursuit of all proven cases of fraud.  

125. The cases of fraud identified with regard to projects in Somalia under the 

control of the Office for the Coordination of Humanitarian Affairs have not 

progressed significantly since the Board last reported, but further cases of fraud by 

other non-governmental organizations have now been identified. Where fraud has 

been confirmed by the Investigations Division, the Administration has not yet 

activated the arbitration clauses within the project agreements to seek redress and 

restitution. None of the losses to the value of $9,354,949 stemming from fraud 

identified by the Internal Audit Division have been recovered to date, nor is legal 

action under way to pursue recovery of funds. The Administration informed the 

Board that it had provided copies of the OIOS reports relating to four of the cases to 

the Member States concerned. 

126. Although the memorandum of understanding applied by the Office for the 

Coordination of Humanitarian Affairs to govern arrangements with implementing 

partners has been updated, at the time of the audit the Administration had not 

conducted a general review of implementing project agreements to confirm that they 

adequately protected the Organization from fraud and allowed for legal remedies 

and restitution should fraud be detected. General provisions of implementing partner 

agreements do not refer explicitly to the consequences for partners should fraud be 
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discovered. Similarly, mechanisms for improving due diligence processes before 

engaging implementing partners and for sharing key information on implementing 

partners among United Nations organizations have not yet been implemented. 

127. As noted in section J, many departments and entities within the United Nations 

have also failed to respond to central requests to report details of fraud cases 

identified in 2014. Consequently, the Board can provide no assurance that the 

amounts reported by management and disclosed in section J are complete or 

accurate. 

128. The Board therefore reiterates its previous recommendations on fraud 

and strongly encourages management to take concerted and urgent action to 

strengthen its counter-fraud policies and procedures.  

 

 

 G. Procurement 
 

 

129. Procurement is the process of awarding and managing vendors to deliver 

goods and services in line with business requirements and plays a critical role in 

enabling organizations to achieve their objectives. Good procurement can bring 

improvements in the quantity and quality of goods and services, better management 

of risk and the avoidance of service failure and generate financial savings. 

130. The Procurement Division is responsible for the largest procurement volume 

of all United Nations system organizations, managing more than $3 billion in 

expenditure per annum. The Division is responsible for acquisitions to meet the 

operational requirements of Headquarters, peacekeeping missions, special political 

missions and offices away from Headquarters.  

 

  Management of procurement 
 

131. The Boardôs audit of the procurement function in 2014 examined the 

management of 36 contracts with a total not-to-exceed value of $784.89 million. 

Procurement in the United Nations is designed to be a single cohesive function from 

the stage of assessment and projection of requirements to contract management. In 

the cases examined, however, the Board found fragmented approaches and lack of 

synergy in the Organization that had an adverse impact on decision-making and 

blurred accountability for actions. Those, and other factors detailed in the present 

section, increase the risk of waste and poor value for money. 

132. In 2014, the Procurement Division dealt with 839 active contracts with a not-

to-exceed value of $15.22 billion, including 226 contracts with a not-to-exceed 

value of $1.71 billion awarded in 2014. Of the 839 active contracts, 451, with a not-

to-exceed value of $8.86 billion (58 per cent of total not-to-exceed value), were 

classified under the commodity group ñOthersò, which comprises miscellaneous 

goods ranging from night-vision devices to furniture and services such as 

consultancy and brokerage. The other top five commodity groups in terms of 

number of contracts are ñair transportation servicesò, ñElectronic data processing 

equipment and maintenance servicesò, ñarchitecture, engineering and construction-

related servicesò, ñmotor vehicles/parts and transportation equipmentò and 

ñmanagement servicesò, as shown in table II.8. 
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  Table II.8 

  Distribution of active contracts among commodity groups 
 

Commodity group Number of contracts 

Total not-to-exceed 

value (millions of 

United States dollars) 

Not-to-exceed value 

(percentage) 

    
Air transportation services 192 2 197.96 14.44 

Architecture, engineering and 

construction-related services 47 1 977.08 12.99 

Electronic data processing 

equipment and maintenance services 49 1 027.45 6.75 

Motor vehicles/parts and 

transportation equipment 40 579.74 3.81 

Prefabricated buildings 8 270.67 1.78 

Telecommunications equipment and 

services 19 160.88 1.06 

Management services 33 149.52 0.98 

Others 451 8 858.79 58.20 

 Total 839 15 222.09 100.00 

 

Source: Administration data. 
 

 

133. During its examination, the Board found examples of non-compliance with the 

procurement rules and regulations and examples of the Procurement Division 

having, in the Boardôs view, overreached its delegated authority in making contract 

changes without reference to the relevant contracts committee. United Nations 

procurement rules specify that recommendations of the Headquarters Committee on 

Contracts are required where any amendment to a contract significantly affects the 

criteria on which the original award was made or the original contractual terms,
4
 yet 

in one case the Procurement Division did not seek higher authorization before 

amending a contract to procure an aircraft different to that specified in the approved 

contract. Consequently, additional operating costs of $0.48 million were incurred by 

the United Nations. While it is not uncommon for aircraft to be replaced under 

contract, replacement with a different model and operating cost amounts to a fresh 

contractual exercise and approval from the Headquarters Committee on Contracts is 

required to avoid a formal solicitation process.  

134. The Procurement Division also amended a contract for the provision of 

satellite earth stations that constituted a material change: substituting a contractual 

provision with increase in prices of some items. The change was agreed upon with 

the vendor without referring the decision to the Headquarters Committee on 

Contracts or seeking the approval of the Assistant Secretary-General for Central 

Support Services. 

__________________ 

 
4
  Rule 105.13 (c) of the Financial Regulations and Rules of the United Nations stipulates that, 

where the advice of a review committee is required, no final action leading to the award or 

amendment of a procurement contract may be taken. It is stated in chapter 12 of the United 

Nations Procurement Manual that the recommendation of the Headquarters Committee on 

Contracts shall be obtained prior to any contractual commitment being made where the proposed 

amendment would significantly affect the original contract. 
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135. While acknowledging that operational exigencies may require delegations of 

authority to be exercised and that the role of the local contract committees is 

primarily advisory, the committees provide important external scrutiny of 

procurement action to promote transparency, accountability and adherence to the 

extant rules and regulations. Clear delegation of authority and responsibility for 

managing contracts is key, especially when procurement is decentralized. 

136. The Board recommends that the Administration review the United 

Nations Procurement Manual and associated guidance material to clarify the 

circumstances in which delegated authority can be exercised and to indicate the 

criteria to be applied to determine when issues should be referred to a higher 

body.  

 

  Air transportation services 
 

137. Air transportation services are the largest area of procurement expenditure. 

Given the strategic importance and high value, stringent safeguards are required to 

ensure that procedures are followed. A number of departures from established rules 

and regulations were noted during the examination, however, including: 

 (a) Lack of documentation to justify contracting for six helicopters when the 

recorded requisition asked for an extension in respect of only five helicopters; 

 (b) Contracting an aircraft that did not meet technical operational 

requirements because it was not suitable for casualty and medical evacuation 

operations. The Department of Field Support failed to ensure technical compliance 

with that requirement at the technical evaluation stage, resulting in the Procurement 

Division contracting for an aircraft that was technically non-compliant with the 

specifications stated in the invitation to bid. Furthermore, the United Nations paid 

$282,587 to the vendor for the period from 26 March to 25 April 2014 for an aircraft 

that was not technically compliant with its operational requirements;  

 (c) Logistical support provided by a vendor to rectify aircraft deficiencies 

for a mission was inadequate and the frequent breakdowns adversely affected the 

operational readiness of troops. 

138. In the light of those findings, the Board recommends: 

 (a) That procedures be stipulated to ensure greater coordination 

between the Department of Field Support and the Procurement Division in the 

chartering of aircraft so as to obviate the possibilities of engaging aircraft in 

excess of requirements or those that do not conform to technical specifications;  

 (b) That the process of technical evaluation of proposals be strengthened; 

 (c) That such procedures should include an effective post-contract 

technical confirmation of the technical compliance of the aircraft provided by 

the vendor with the specifications stipulated in the bid documents;  

 (d) That an accountability mechanism be put in place to ensure that 

contract actions are initiated only after adequate planning with reference to 

mandate, strategy and technical specifications. 
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  Enhancing procurement and contract management skills  
 

139. In 2012, the Board reported that 54 per cent of contract managers had  

not undertaken any training in contract management, creating the risk that  

those responsible for delivering best value from the $2.6 billion a year of 

procurement expenditure lacked the skills and experience to do so (see A/67/5  

(Vol. I), chap. II, para. 94). In 2014, the Joint Inspection Unit found that training on 

how to manage contracts after award was seriously neglected, did not cover in 

sufficient depth all phases of the procurement process and was focused on the front 

end of procurement ð pre-solicitation, selection and contract award. It also noted 

that some 62 per cent of respondents to a survey had reported a lack of robust 

induction and training programmes for addressing post-award contract management 

(JIU/REP/2014/9, para. 62).  

140. In its previous report, the Board noted that positive progress had been made 

through the development of procurement and contract management training, while 

stating that it had been informed that the Procurement Division lacked the 

jurisdiction to make the course mandatory for staff in other business units (A/69/5 

(Vol. I), chap. II, para. 173).  

141. The Administration has continued to take steps to strengthen the training 

available to procurement staff. Some departments require staff with contract 

management responsibilities to complete an online training course detailing roles 

and responsibilities. The Department of Field Support, for example, has trained 

more than 600 staff since August 2014. The Administration has also introduced a 

three-phase training programme, of which the higher standards offer routes for 

external accreditation. The phases are as follows: 

 (a) Basic-level training: online training that is mandatory for procurement 

staff; 

 (b) Intermediate-level training: offered through the Organizationôs 

Procurement Training Campus, which is optional for procurement staff depending 

on their functions;  

 (c) Highest-level training: offered through an internationally recognized 

procurement institution, leading to internationally recognized certification and 

accreditation in procurement. 

142. The Board recommends that the Administration continue to enhance its 

procurement and contract management capability by continuing its efforts to 

develop a career path for procurement professionals. This should include 

further training and other avenues, for example outward secondments, and the 

continued recruitment of procurement professionals. 

 

 

 H. Special political missions 
 

 

143. Special political missions are integral to the Organizationôs strategic 

objectives, in particular that of maintaining international peace and security (see 

A/67/6 (Part one) and resolution 67/236). At the beginning of 2014, there were 

38 such missions, with an annual budget of $646 million (total budget for the 

biennium 2014-2015 of $1,081 million; see A/69/363). They are established in 

response to various complex political situations and vary significantly in size, role, 

mandate and complexity. A mission may make a transition from or to being a 

http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/JIU/REP/2014/9
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/67/6
http://undocs.org/A/69/363
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peacekeeping operation, political activities delivered from a country office or from 

being a non-resident representative to becoming a field-based mission and vice 

versa. Some special political missions may face many of the same challenges as 

peacekeeping missions and require more complex support arrangements, such as 

guard units when operating in insecure environments. 

144. The United Nations broadly categorizes missions in four clusters, as shown in 

table II.9. 

 

  Table II.9 

  Special political missions by type and appropriation in 2014 
 

Cluster Role Number 

Appropriation 

(millions of United 

States dollars) 

    Cluster IV: United Nations 

Assistance Mission for Iraq and 

United Nations Assistance 

Mission in Afghanistan 

The two largest field-based missions 2 327.7 

Cluster III: regional offices, 

country-specific missions and 

field-based missions 

Typically larger missions that deal 

with much the same challenges as 

those in peacekeeping operations, 

including high levels of instability, 

volatility, danger and remoteness 

12 244.1 

Cluster II: sanctions monitoring 

teams, groups and panels  

Technical experts who monitor the 

implementation of Security Council 

resolutions and track and report on 

the sanctions measures imposed by 

the Council, such as arms 

embargoes, asset freezes and travel 

bans 

13 36.1 

Cluster I: special and personal 

envoys and special advisers of 

the Secretary-General 

High-level envoys of the Secretary-

General requested to carry out good 

offices and mediation functions 

11 38.1 

 Total  38 646.0 

 

Source: Data reflect information reported in A/69/363. Subsequent changes are excluded.  
 

 

145. In view of the significant growth in the number of special political missions 

and the significant expenditure that they incur, the Board has reviewed the 

organizational arrangements, policies and procedures in place to ascertain whether 

they are appropriate and effective. The Board also reviewed official travel in special 

political missions in response to a written request from the Advisory Committee on 

Administrative and Budgetary Questions. The audit involved reviewing 

organizational arrangements at Headquarters, interviewing key officials in the 

Department of Political Affairs, the Department of Field Support and special 

political missions and analysing available management information. The Board also 

visited the Kuwait Joint Support Office to review the administrative support 

provided to the United Nations Assistance Mission for Iraq (UNAMI) and the 

United Nations Assistance Mission in Afghanistan (UNAMA), the two largest 

special political missions. 

http://undocs.org/A/69/363
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146. The Department of Political Affairs has overall responsibility for 36 of the 

38 special political missions,
5
 with the Under-Secretary-General for Political Affairs 

accountable for requesting resources, reporting results and coordinating their work. 

Of those 36 missions, the Department of Political Affairs provides administrative 

support to 15 and the Department of Field Support to 20, with 1 jointly administered 

by both, with other parts of the United Nations also providing key input. The cluster 

III missions and UNAMA and UNAMI are led by a special representative of the 

Secretary-General who reports on the status to the Security Council as required. 

Cluster I missions are headed by a special envoy, a special adviser or a personal 

envoy of the Secretary-General. Cluster II missions comprise teams of experts, 

headed by a coordinator, and report to committees set up by the Council.  

147. Special political missions have been the subject of much consideration by the 

Secretariat and the Advisory Committee on Administrative and Budgetary 

Questions. Much of the discussion has focused on the need to improve arrangements 

for budgeting for, funding and backstopping the missions. At the time of the Boardôs 

review, the High-level Independent Panel on Peace Operations was also conducting 

a review, but it had yet not reported its findings or conclusions. 

 

  Growth in the number of special political missions 
 

148. The number of special political missions has increased in recent years, from 30 

in 2008 to 38 in 2014, with biennial budgets also increasing from $877 million in 

2008-2009 to $1,081 million in 2014-2015. The missionsô share of the regular 

budget has ranged from 18 to 22 per cent since 2008, as shown in table II.10.  

 

  Table II.10  

  Growth in special political missions, 2008-2014 

  (Millions of United States dollars) 
 

Biennium Number of missions Amount allocated  

Total programme 

budget 

Percentage share of 

the regular budget 

     
2008-2009 30 877.0 4 799.9 18 

2010-2011 27 1 192.7 5 416.4 22 

2012-2013 32 1 204.4 5 399.4 22 

2014-2015 38 1 081.1 5 404.4 20 

 

Source: A/68/7/Add.10 and Corr.1 and A/69/628, table 1. 
 

 

149. The complexity of missions has increased, as has the number of mandates that 

missions are expected to deliver. On average, cluster III missions were tasked with 6 

mandates in 2013, compared with 3.5 in 2000 (see A/69/363). The Administration has 

not, however, been able to establish a direct link between the increase in the number 

of mandates and resource requirements because each mandate can vary significantly 

in terms of the approach and the resources required to deliver it. The volatility of 

mission mandates and circumstances on the ground makes it difficult for the 

Administration to estimate resource requirements over a biennium with any precision. 
__________________ 

 
5
  Of the remaining two special political missions, the Counter-Terrorism Committee Executive 

Directorate is self-administered and the mission in support of the Security Council Committee 

established pursuant to resolution 1540 (2004) is supported by the Office for Disarmament 

Affairs. 

http://undocs.org/A/68/7/Add.10
http://undocs.org/A/69/628
http://undocs.org/A/69/363
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  Resourcing special political missions 
 

150. Although special political missions operate mainly on an annual or short-term 

cycle, their resource requirements are managed within the biennial regular budget 

framework. The Board has previously reported its concerns over how the 

Administration formulates and presents budgets for consideration by the Assembly, 

including the risk of inappropriate or inefficient allocation of resources (see A/69/5 

(Vol. I), sect. F). The situation for special political missions is further complicated 

by the fragmented arrangements in place for supporting some missions through the 

Department of Field Support and others through the Department of Political Affairs. 

This means that different management practices and budgeting procedures are 

applied at the working level. The Department of Political Affairs prepares budget 

submissions for the missions that it administers, whereas missions that the 

Department of Field Support administers have the capacity to prepare their own 

submissions. The Department of Field Support routinely operates on an annual cycle 

from July to June for the peacekeeping missions that it supports, whereas the 

Department of Political Affairs operates within the biennial regular budget cycle. 

151. The Administration operates an incremental, bottom-up approach to budget 

formulation for each mission. The Department of Political Affairs presents a 

consolidated budget proposal for all special political missions to the General 

Assembly for approval. That process can result in an indicative budget set two years 

before the second year of the budget period begins. The Administration has reported 

resourcing difficulties to the Assembly, in particular that the volatility of mission 

resource requirements based on shifting mandates is difficult to reconcile with a 

programme budget process designed around predictability (see A/66/340, para. 14). 

152. The Board found that the consolidated position of budget requirements 

presented to Member States rarely, if ever, reflected the full and final requirement 

(see table II.11). For example, as noted by the Advisory Committee on 

Administrative and Budgetary Questions (see A/69/628, para. 11), budget proposals 

for 2015 in the first performance report for the biennium 2014-2015 contained only 

the six-month interim resource requirements for UNAMA and the United Nations 

Support Mission in Libya. They were based on 50 per cent of the level of projected 

expenditure for 2014 and required an additional appropriation to be approved at the 

second part of the resumed sixty-ninth session of the General Assembly. 

 

  Table II.11 

  Changes in total reported requirements for special political missions, 2011-2015 

  (Millions of United States dollars) 
 

Year Initial total requirement Revised total requirement  Change  

    
2011 676 728 52  

2012 618 633 15 

2013 555 571 16 

2014 541 651 110 

2015 486 596 110 

 

Source: Board analysis of budget submissions to the General Assembly. 
 

 

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/66/340
http://undocs.org/A/69/628
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153. The Department of Political Affairs and the Department of Field Support build 

budget submissions for special political missions using forecasts based on six 

months of actual expenditure, which are rarely accurate. Further analysis of the data 

for 2014 presented for audit showed total expenditure of $582 million (9 per cent 

underspend) against a forecast of $634 million, even though the appropriation of 

$642 million had been revised only nine months previously. Figure II.III illustrates 

underspend by cluster. More detailed analysis revealed that all missions bar one 

underspent, with 20 underspending by 10 per cent or more. 

 

  Figure II.III  

  Revised appropriation and expenditure for special political missions in 2014 

  (Millions of United States dollars) 
 

 

Source: Board analysis of Administration data. 
 

 

154. Many of the issues have been known for some time and considered by the 

Advisory Committee on Administrative and Budgetary Questions in some detail. 

The Administration is, however, unable to provide detailed evidence and analysis to 

support a clear understanding of mission support costs. The consistent pattern of 

underspend against final appropriations, however, could indicate that in reality there 

is a generous contingency in mission budgets, which may help missions to cope 

with the volatility of operations, but does not promote tight budgetary control. 

155. The use of different financial systems and accounting structures by the 

Department of Field Support and the Department of Political Affairs makes 

combining data on a common basis difficult. Although consultants have been 

engaged in the past to analyse the costs of missions, the results have proved 

inconclusive. The Board was also unable to find any comprehensive reliable data to 

support a thorough analysis of the budgets and costs incurred by special political 

missions. Umoja offers an opportunity to resolve those shortcomings and to capture 

the key information required to monitor and control budgets and expenditure across 

all special political missions in a consistent manner. 
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  Staff costs 
 

156. The Advisory Committee on Administrative and Budgetary Questions has 

expressed concern over the growth in senior-level positions in special political 

missions. Although the overall number of posts requested has fallen by 498 (10 per 

cent) to 4,302, this was mainly driven by a reduction of 557 Local-level national 

staff, offset in part by an overall increase in the number of staff in the Professional 

category and higher (see table II.12). 

157. Some increase in management grades is explained by the increase in the 

number of missions from 32 to 38 (2012 and 2014, respectively), but there is also an 

overall upward grade drift. For example, a decrease of 40 P-2 positions has been 

offset by an increase in posts at other levels of the Professional category, notably 

36 more posts at the P-5 level. 

 

  Table II.12 

  Staff by category and level in special political missions at the beginning of the 

bienniums 2012-2013 and 2014-2015 
 

Category/level 2012 2014 Variance Percentage 

     
Under-Secretary-General 13 18 5 38 

Assistant Secretary-General 14 19 5 36 

D-2 15 16 1 7 

D-1 37 47 10 27 

P-5 122 158 36 30 

P-4 340 343 3 1 

P-3 305 313 8 3 

P-2 87 45 (42) (48) 

Field Service 694 776 26 3 

Principal ï 2 2 ï 

General Service 35 46 11 31 

National Professional Officer 493 429 (64) (13) 

Local 2 536 1 979 (557) (22) 

United Nations Volunteer 109 111 2 (2) 

 Total 4 800 4 302 (498) (10) 

 

Source: Board analysis of budget submissions.  
 

 

  Performance reporting 
 

158. A performance measurement and reporting framework is fundamental to 

implementing results-based management as mandated by the General Assembly, 

most recently in its resolution 69/272. Performance measurement frameworks need 

to balance consistency with the flexibility to provide different stakeholders with the 

information that they need, using a level of resources proportionate to the size and 

risk of the organization. An effective framework should:  

 (a) Help management to make evidence-based decisions to improve 

performance and learn from experience;  
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 (b) Build stakeholder confidence by demonstrating achievements;  

 (c) Enable the governing body to hold management to account for the use of 

resources. 

159. The performance framework for all special political missions is based 

primarily on reports produced for the annual budget cycle. There is no regular in-

year performance report that the Under-Secretary-General for Political Affairs can 

use to monitor performance throughout the period. However, special political 

missions regularly report key events on a case-by-case basis to country desks in the 

Department of Political Affairs. Some missions produce quarterly performance 

reports as part of the results-based-budgeting framework, but this is not mandatory 

and the Board found no evidence that they were used to challenge or provide 

feedback on in-year mission performance by either the Department of Field Support 

or the Department of Political Affairs. Lastly, special representatives of the 

Secretary-General have compacts with the Secretary-General that contain an 

assessment of performance as part of the annual appraisal system. 

160. The performance of special political missions is reported to both the Security 

Council and the General Assembly using established annual and biennial reporting 

cycles. The reports to the Assembly provide information on spend against budgets 

and performance against objectives. Reports to the Council focus more on 

situational analyses with monthly and annual reports containing a narrative account 

of the overall political, security and humanitarian situation in each country or 

region. The reports are supplemented by regular interactions with the special 

representatives of the Secretary-General. The frequency of reporting varies by 

mission. 

161. The Board reviewed the performance reported to the General Assembly for all 

38 missions. Owing to the length of the budget process, the budget submissions for 

2015 (A/69/363 and Add.1-5) include estimates of achievements for the entirety of 

2014 based on information relating to only the first six months of that year. 

Accordingly, at the time of the audit, the most current actual results reported by the 

United Nations for special political missions related to 2013. Given that the targets 

for 2013 are not disclosed alongside the reported performance, this information as 

presented in the budget submission is of limited value. Stakeholders must refer to 

the previous budget submissions (A/67/346 and Add.1-5) to be able to understand 

how actual performance reported for 2013 related to what was planned.  

162. The Board reviewed actual versus planned performance on the basis of a 

review of the 28 missions covered by the relevant budget submissions. It concluded 

that, for the 240 performance measures, 65 (27 per cent) could be considered 

achieved and 72 (30 per cent) partly achieved. The Board considered that there had 

been no progress against 22 performance measures (9 per cent) and noted that 81 

measures (34 per cent) had not been reported against at all. The process is 

unnecessarily cumbersome, however, and it is unreasonable to expect every 

stakeholder to perform such an analysis.  

163. To enable stakeholders to assess performance more readily, the Board 

recommends that the Administration revise the performance measurement and 

reporting framework to ensure that annual budget reports provide a clear 

comparison of actual and planned performance of missions. 

 

http://undocs.org/A/69/363
http://undocs.org/A/67/346
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  Arrangements for supporting special political missions 
 

164. Special political missions rely on a complex set of inputs provided by various 

parts of the Secretariat. In addition to the Department of Political Affairs and the 

Department of Field Support, they often draw on support from other parts of the 

Secretariat, such as the Office of Rule of Law and Security Institutions and the 

Office of Military Affairs (both in the Department for Peacekeeping Operations), the 

Department of Management and the Department of Safety and Security. In addition, 

country-based and region-based missions coordinate with United Nations country 

teams and other United Nations bodies and it is sometimes necessary to coordinate 

with the Secretary-Generalôs representatives on substantive global issues, such as 

sexual violence. 

165. In 2011, the Administration reported on challenges in managing special 

political missions (see A/66/340). Key issues identified were: 

 (a) The United Nations regular budget is not optimized for highly dynamic 

operations where requirements change rapidly; 

 (b) There is no defined mechanism to finance the start-up and expansion of 

missions following a new mandate;  

 (c) Missions have difficulties in gaining access to expertise in Secretariat 

departments. 

166. The Advisory Committee on Administrative and Budgetary Questions 

concluded that, although current arrangements had proven serviceable in the past, 

they were no longer optimal (see A/66/7/Add.21, para. 6). There have been 

extensive deliberations by Member States regarding recommendations made in 

response to those findings. In the Boardôs view, notwithstanding the strategic nature 

of some of those recommendations, and those that may be made by the High-level 

Panel on Peace Operations, there are areas in which changes could be made to 

improve current arrangements. 

167. In 2011, a service-level agreement was developed to outline the responsibilities 

of the Department of Political Affairs and the Department of Field Support, a 

positive development at the time. The two departments informed the Board that the 

use of the agreement would be revisited after the audit. In the Boardôs view, that 

exercise should include consideration of whether a revised agreement is the best 

mechanism to manage the complex set of interdependencies supporting special 

political missions. The exercise should also include: 

 (a) Developing a clearly defined target operating model for the provision 

of support to special political missions, including the overall objectives, roles and 

responsibilities of all organizations (not just the Department of Field Support and 

the Department of Political Affairs) involved in supporting all special political 

missions;  

 (b) Defining how to assign the resources required at Headquarters to 

support special political missions. Support provided by departments is not 

currently defined and therefore not funded commensurate with the level of support 

required. Staff are diverted from other regular budget activities or even funded from 

extrabudgetary funds, resulting in stress being placed on key staff. For example, in 

the Department of Political Affairs, the Executive Office or desk officers in country 

teams are tasked with supporting an ever-increasing number of special political 

http://undocs.org/A/66/340
http://undocs.org/A/66/7/Add.21
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missions on top of existing duties. In the Department of Field Support, support 

functions established primarily to support peacekeeping operations are required to 

ñfit inò work on special political missions;  

 (c) Defining the level of demand expected and how performance for 

administrative support will be measured. Performance against the current 

service-level agreement is not measured, and there are no incentives or penalties 

attached to the quality and timeliness of services provided to special political 

missions. 

168. In examining the above opportunities, the Administration needs to consider the 

best operating model for each part of the special political mission life cycle, 

including transition between types of mission (see fig. II.IV), and for each type of 

special political mission. As noted in General Assembly resolution 64/269, careful 

planning and phasing of transitions are clearly needed. In 2012, the Administration 

developed comprehensive guidance detailing structures and processes to help 

managers during the start-up phase of a new field-based mission. No equivalent 

guidance exists for other parts of the special political mission life cycle, however. 

This can lead to delays. For example, during the recent transition of the field-based 

part of the special political mission for the Special Envoy of the Secretary-General 

for Yemen from the Department of Political Affairs to the Department of Field 

Support, there was an estimated three months of unnecessary effort because staff did 

not know the processes to follow nor who in the Department of Field Support to 

contact to find out.  

 

  Figure II.IV 

  Life cycle of special political missions  
 

 

Source: Board analysis of Administration data. 
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169. The Board recommends that the Department of Political Affairs work 

with all involved entities to develop a target operating model for the provision 

of support to all special political missions that clearly defines roles and 

responsibilities, the resources required and how performance would be 

measured. 

 

  Official travel in special political missions 
 

170. Effective travel management is an essential core discipline for a global 

organization. In 2012, the Secretary-General outlined proposals for more effective 

and efficient utilization of resources for air travel (see A/66/676), the 

implementation of which the General Assembly requested as a matter of urgency in 

section VI of its resolution 67/254. In January 2015, the Advisory Committee on 

Administrative and Budgetary Questions requested the Board to expand its coverage 

of official travel in peacekeeping operations to include special political missions.  

 

  Management information  
 

171. In 2013, OIOS reported that travel was a significant category of expenditure for 

the Organization but that it was difficult to obtain consolidated and comprehensive 

data because of limitations in information systems (see A/67/695). The Board found 

that that continued to be the case and was unable to obtain comprehensive 

information from management on the nature, class and costs of travel that it could 

use to assess the efficiency and economy of current arrangements. 

172. Expenditure data for travel on missions administered by the Department of 

Political Affairs are captured in the Integrated Management Information System, 

while the data for the remaining missions, administered by the Department of Field 

Support, are captured in Umoja. There is therefore no single authoritative source of 

information on official travel across all special political missions. The Department 

of Political Affairs has limited oversight of official travel for missions that it does 

not administer. It neither collects nor uses aggregate information on how staff travel 

across all missions and currently does not monitor or analyse trends and variations 

unless it directly administers those missions. 

173. The roll-out of Umoja is an opportunity for the Administration to improve the 

way in which it monitors and analyses travel expenditure. The reporting categories 

within Umoja classify and describe the reasons for travel in a more useful way  

(e.g., training) than the Integrated Management Information System, which focuses 

on recording the type of individual travelling (e.g., consultant). 

 

  Compliance with the United Nations travel policy 
 

174. In August 2013, to reduce travel costs and take advantage of the most 

economical fares available, the United Nations introduced a requirement to book 

flights 16 days in advance of departure (see ST/AI/2013/3). Given that the 

Department of Political Affairs does not collate data on compliance across all 

missions, the Board examined compliance with the 16-day rule using a sample of 

transactions for UNAMA and UNAMI. 

175. Most travel arrangements in 2014 for UNAMA and UNAMI did not comply 

with the 16-day rule. In almost 60 per cent of cases, travel was booked in violation 

of the rule. 

http://undocs.org/A/66/676
http://undocs.org/A/67/695
http://undocs.org/ST/AI/2013/3
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176. The Administration informed the Board that the need to respond to a sudden or 

escalating crisis, in particular in the case of special representatives of the Secretary-

General, was a key cause of non-compliance. While that holds true in some cases, 

the Board notes that in 2014 travel by the special representatives of the Secretary-

General for Iraq and Afghanistan accounted for only 14 and 8 per cent, respectively, 

of total official travel expenditure. On the basis of the information available, the 

Board has concluded that most instances of non-compliance were within the 

Administrationôs control. In that regard: 

 (a) Of the 58 per cent non-compliance in UNAMA, 16 per cent was 

attributable to unavoidable exigency or initial operational response, 39 per cent was 

attributable to delays by the Administration (28 and 11 per cent by the Mission and 

the wider United Nations, respectively) and the remainder was unknown;  

 (b) Of the 60 per cent non-compliance in UNAMI, 26 per cent was 

attributable to unavoidable exigency or initial operational response, 28 per cent was 

attributable to delays by the Administration (20 and 8 per cent by the Mission and 

the wider United Nations, respectively) and the remainder was unknown.  

177. A sample analysis of information regarding the five routes most commonly 

flown by UNAMA staff in 2014, accounting for 10 per cent of journeys (10 per cent 

by value), indicates that compliance with the 16-day rule did result in overall 

savings, but that non-compliant flights could on occasion be less expensive, 

depending on the route travelled and the time of year. For UNAMI, a sample 

analysis of the five most commonly travelled routes, accounting for 17 per cent of 

journeys (10 per cent by value), indicates that most non-compliant flights were 

purchased at a lower cost than equivalent compliant journeys, depending on the 

route travelled and the time of year (see table II.13). 

 

  Table II.13 

  Average cost of the five routes most commonly travelled 

  (United States dollars) 
 

Journey (round trip) Compliant flights Non-compliant flights 

   
UNAMI   

Baghdad-Amman  778 771 

Baghdad-New York  4 710 5 619 

Kuwait-Entebbe  1 148 875 

Erbil-Amman  784 761 

Baghdad-Brindisi  1 923 1 509 

UNAMA   

Kabul-New York 3 074 3 828 

Kabul-Entebbe via Dubai 828 1 092 

Kabul-Entebbe 1 140 1 036 

Kabul-Brindisi 2 535 1 787 

Kuwait-Brindisi  1 507 1 769 

 

Source: Board analysis of Administration data. 
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178. The Board recommends that the Administration strengthen its efforts to 

monitor and enforce compliance with the 16-day advance purchase rule by 

special political missions, including by developing a suite of management 

information reports that provide key information on the date of ticket 

purchase, the class of travel and the cost of flights. 

 

  Travel budgets 
 

179. In 2014, $20.2 million was appropriated for travel across all special political 

missions. This was some 3.4 per cent of total funds received. The Administration 

had requested $24 million across all missions (4 per cent of the total budget 

request). The amount of the budget devoted to travel has remained broadly stable 

since 2011 and, with the exception of UNAMI and UNAMA, all clusters reported a 

greater official travel requirement for 2014 than in 2010. In the absence of 

comprehensive travel data, the Board conducted an analysis based on actual 

expenditure and budgets for a sample of special political missions accounting for 

some 48 per cent of the total travel requirement across all clusters.
6
 The sample 

comprised 5 missions from cluster I (8 per cent), 11 from cluster II (25 per cent) and 

UNAMI and UNAMA (15 per cent). 

180. Across the biennium 2012-2013 and in 2014, the data show that, in general, 

actual expenditure on travel by special political missions was less than the funding 

provided. The total underspent travel budget of the missions was $1.9 million in the 

biennium 2012-2013 ($0.6 million in cluster I, $1.3 million in cluster II) and 

$2.5 million in 2014 ($0.4 million in cluster I, $2.1 million in cluster II). 

181. The underspent travel budget is more significant in cluster II, where travel can 

comprise a significant share of the total resources. In 2014, missions reported 

underspends ranging from $86,000 to $335,000, with 9 of the 11 missions reporting 

a travel underspend greater than $100,000.  

182. As part of its analysis, the Board noted that the average cost of all flights 

sampled had fallen to $5,500 in 2014, compared with $6,800 in 2012-2013. In 

cluster I, however, the average cost of flights had risen from $6,700 in 2012-2013 to 

$7,800 in 2014. It is possible that the overall reduction in the average cost of flights 

noted by the Board indicates that the measures taken to revise the travel policies 

have produced financial savings. The reasons for the increase in the average cost of 

flights for cluster I special political missions cannot, however, be explained on the 

basis of the information currently available. 

183. Although the use that can be made of such crude indicators to manage travel 

costs is limited, the Administration has developed no new measures of unit travel 

costs, or specific key performance indicators for use by special political missions or 

the wider Secretariat, to use to monitor travel costs and drive changes in behaviour.  

184. The Board recommends that the Administration develop a range of 

financial performance indicators for measuring and reporting travel costs and 

compliance with the 16-day advance purchase rule, which will promote greater 

cost-consciousness and compliance with travel policies. 

 

 

__________________ 

 
6
  Reflects total travel requirements in 2014. 
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 I. Business transformation 
 

 

185. The United Nations faces many significant challenges in delivering increasing 

mandates in times of major humanitarian and political crises and fiscal constraint. 

To ensure that resources reach those who most need them, it is essential that they 

not be locked into administrative overheads, entrenched methods of operating or 

inflexible structures. Fundamentally, while financial pressures or challenges are 

important drivers, the need to improve value for money is a worthwhile and ethical 

aim in itself. 

186. In that context, a sustained and coherent programme to transform how the 

United Nations delivers services is vital. In the past decade, the General Assembly 

has authorized the Secretary-General to invest significant time and resources in a 

series of initiatives to enable a more effective, efficient, coherent and accountable 

United Nations. They include improving governance by establishing a management 

committee (2005) and senior management compacts (2006); reforming core 

business functions, including human resources (2008) and procurement (2010), 

investing in information and communications technology (2014) and modern 

enterprise resource planning systems; and wider change initiatives such as 

ñDelivering as oneò (2006) and the change plan (2011). 

187. The Board reports separately on the progress of two major transformation 

projects currently under way: the capital master plan (A/70/5 (Vol. V)) and the new 

enterprise resource planning system (Umoja) (A/70/158). It includes an examination 

of the global field support strategy in its latest report on peacekeeping operations 

(A/69/5 (Vol. II)). The Board comments on other reform initiatives such as 

enterprise risk management and the adoption of IPSAS in the relevant sections of 

the present report.  

188. In the present section, the Board reports on two key developments since its 

previous report: the progress in developing a target operating model and the 

approach to managing the organizational transformation programme. 

 

  Target operating model  
 

189. A target operating model is an articulation of how the Organization will deploy 

its resources to achieve its strategic objectives, detailing what work will be 

delivered by which staff in which locations. It describes all aspects of the 

Organization, both programme delivery and administrative. Defining a target 

operating model can be a powerful way of shaping a coherent improvement plan.  

190. The Board has stressed that a target operating model is fundamental to 

achieving the return on Member Statesô investment in Umoja (see A/67/164,  

paras. 15-19; A/68/151, paras. 34-36; and A/69/158, para. 64). Responsibility for its 

development has shifted between the Chef de Cabinet, the change implementation 

team of the Executive Office of the Secretary-General and, latterly, the Under-

Secretary-General for Management, who is the corporate risk owner for 

organizational transformation. The United Nations does not yet have a clear and 

agreed model, but has stated that detailed proposals for a new global service 

delivery model will be submitted to the General Assembly at its seventieth session 

for its consideration and approval. 

http://undocs.org/A/70/5(Vol.V)
http://undocs.org/A/70/158
http://undocs.org/A/69/5(Vol.II)
http://undocs.org/A/67/164
http://undocs.org/A/68/151
http://undocs.org/A/69/158
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191. The Board notes that the ambition is to propose a consolidation of 

administrative, transactional, back-office tasks only (see A/69/385, para. 80). The 

proposal will include no opportunities to improve the organizational structure of the 

United Nations and strengthen programme areas. This represents a missed 

opportunity and introduces a risk that the Organization will develop a model to 

provide administrative support functions that reinforces a redundant or outdated 

organizational structure. 

192. The Board recommends that the Administration include consideration of 

wider aspects of United Nations operations in subsequent phases of the global 

service delivery model, so as to ensure effective support to programmes.  

 

  Management of transformation programme 
 

193. The Board has stressed that heads of business units are ultimately accountable 

for ensuring the successful implementation of new ways of working, supported by 

central process owners and specialist project teams (see A/67/164, A/68/151 and 

A/69/158). Each under-secretary-generalôs personal compact now includes 

requirements to implement and support key organizational reform initiatives such as 

Umoja, the mobility framework or enterprise risk management.  

194. The Administrationôs plans to mitigate its key enterprise risk regarding 

organizational transformation also require each department to define its own end 

state that takes into account the various improvement initiatives currently under way 

and a plan to achieve it. If implemented as currently proposed, that approach should 

encourage business units to plan how they will use the tools and capabilities 

provided by the transformation projects such as Umoja to deliver their mandates 

more cost-effectively. The Board remains concerned, however, that departments 

lack access to the skills and methodologies required to accomplish the task.  

195. Acknowledging the challenge of implementing an improvement agenda of this 

scale, the Board recommended that the Management Committee should assess 

whether it had the tools and capabilities to support it in managing the organizational 

improvement programme and that it should devise a plan to address any gaps (see 

A/69/5 (Vol. I), chap. II, para. 36). To date, the Board has seen no such assessment.  

196. Given the almost continual state of change over the past decade, the plans to 

continue that in the medium term and the fundamental weaknesses in departmental 

operations management reported previously, the United Nations urgently needs to 

build not just a central change programme, but a platform for change across all 

levels of the Organization to deliver the central target operating model. There is 

currently no holistic approach to continuous reform and improvement in the United 

Nations that would support this, increasing the risk that departments will not be able 

to define, implement and manage the end-state target operating model and generate 

the level of service delivery and cost-efficiencies possible.  

197. The Board recommends that the Administration establish a formal 

approach to managing and improving operations to enable continuous reform 

and improvement in departments. 

 

  Overall management of transformation 
 

198. The United Nations is seeking to implement many concurrent major 

transformation projects, which is placing an unsustainable cumulative demand on a 

http://undocs.org/A/69/385
http://undocs.org/A/67/164
http://undocs.org/A/68/151
http://undocs.org/A/69/158
http://undocs.org/A/69/5(Vol.I)
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core group of key staff and has led to delays in the implementation of initiatives 

such as IPSAS, Umoja, human resources reform and enterprise risk management. 

The Department of Management is the lead department on many of the projects, but 

has no overall programme plan detailing dependencies between the initiatives and 

there is, for example, no dedicated portfolio management office to coordinate the 

transformation projects.  

199. The Board recommends that the Administration urgently enhance its 

capability to coordinate ongoing transformation projects.  

 

 

 J. Management disclosures 
 

 

  Write-off of losses of cash, receivables and property 
 

200. The Administration informed the Board that it had formally written off assets 

of $17 million, comprising receivable balances of $400,000 and property, plant and 

equipment of $16.6 million. The latter write-off is disclosed in note 15 to the 

financial statements. 

 

  Ex gratia payments 
 

201. The Administration reported no ex gratia payments in 2014. 

 

  Cases of fraud and presumptive fraud 
 

202. In accordance with the International Standards on Auditing (International 

Standard on Auditing 240), the Board plans its audits of the financial statements so 

that it has a reasonable expectation of identifying material misstatements and 

irregularity (including those resulting from fraud). Its audit should not, however, be 

relied upon to identify all misstatements or irregularities. The primary responsibility 

for preventing and detecting fraud rests with management.  

203. During the audit, the Board makes enquiries of management regarding its 

oversight responsibility for assessing the risks of material fraud and the processes in 

place for identifying and responding to those risks, including any specific risks that 

management has identified or that have been brought to its attention. The Board also 

enquires whether management has any knowledge of any actual, suspected or 

alleged fraud. The Board has identified no instances of fraud in its audit, and no 

cases have come to its attention through its testing. 

204. In 2014, the Administration reported two new cases of fraud, valued at 

$526,000, which were investigated by OIOS. They comprised a fraudulent 

education grant claim within the Office of Legal Affairs, for which the staff member 

was dismissed, and an unauthorized advance to a third party at the United Nations 

Office at Nairobi, which remained under investigation at the time of the audit.  

205. In 2014, the Administration reported that OIOS had completed investigations 

into three cases of fraud from previous years valued at $74,000, which had resulted 

in two staff members being fined and a third demoted. The Administration also 

reported that all losses had been recovered.  

206. Although the Board identified no additional cases of fraud or presumptive 

fraud, 19 departments and offices, including the Department of Management and the 

Ethics Office, did not submit a return for 2014. 
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Annex I 
 

  Status of implementation of recommendations 
 

 

Report 

reference Summary of recommendation 

Administrationôs comments on status,  

as at April 2015 

Boardôs comments on status, 

as at March 2015 

Fully 

implemented 

Under 

implementation 

Not 

implemented 

Closed by 

the Board 

        A/69/5 

(Vol. I), 

chap. II, 

para. 29 

The Board recommends 

that the Administration 

establish how and under 

what time frame it will be 

able to more closely link 

budget consumption with 

what has been delivered in 

terms of outputs and 

outcomes; and with this as 

the aim in mind, set out a 

detailed plan for embedding 

results-based management 

as part of business as usual, 

defining clear 

responsibilities and 

resources. 

The current budget format provides 

results-based costing at the 

subprogramme level. In addition, for 

specific projects across the Secretariat, 

costing is often provided at a more 

detailed level. The level of costing, 

therefore, is adjusted to the specific 

needs of the respective decision-making 

process. The Secretariat therefore 

requests the Board to close the 

recommendation. 

The Board notes that the 

General Assembly, in its 

resolution 69/272, 

requested the Secretary-

General to include in the 

next progress report on 

accountability a detailed 

plan, with a fixed time 

frame and clear milestones, 

for the implementation of 

results-based management 

as part of the regular 

functioning of the 

Organization.  

The recommendation will 

be judged to have been 

implemented when the 

Administration presents a 

plan for audit.  

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 36 

The Board recommends 

that the Management 

Committee assess whether 

it has the tools and 

capabilities to support it in 

managing the 

organizational improvement 

programme, and that it 

devise a plan to address any 

gaps. 

The Management Committee has 

increased its focus on managing the 

various strands of the transformative 

agenda, including through senior 

management engagement and leadership, 

as well as direct technical support from 

lead departments and offices, which 

allows it to conclude that the Committee 

has the tools and capabilities to support 

the Secretary-General in managing the 

organizational improvement 

programmes. 

As reported in section I, 

the Board has seen no 

evidence that such an 

assessment has been 

developed.  

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 44 

The Board recommends 

that the Administration 

develop plans for the 

production of monthly 

management accounts and 

improved financial reports 

The Administration confirms that 

monthly management accounts will be 

completed once Umoja is fully 

deployed. In the meantime, the 

Administration has already begun to 

provide enhanced financial information 

The Administration should 

continue to enhance 

financial reporting to the 

Management Committee in 

the absence of full 

management accounts. 

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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Report 

reference Summary of recommendation 

Administrationôs comments on status,  

as at April 2015 

Boardôs comments on status, 

as at March 2015 

Fully 

implemented 

Under 

implementation 

Not 

implemented 

Closed by 

the Board 

        to management, drawing on 

the opportunities being 

provided by IPSAS and the 

new enterprise resource 

planning system. 

to the Management Committee to 

improve the discussion and decision-

making on financial matters. 

A/69/5 

(Vol. I), 

chap. II, 

para. 48 

The Board recommends 

that the Administration, as 

part of its work on 

enterprise risk 

management, develop a 

strategy to enhance the 

accountability and internal 

control framework, 

including the development 

of a ñstatement on internal 

controlò or equivalent 

document. This replaces the 

Boardôs previous 

recommendation on internal 

control (A/67/5 Vol. I), 

chap. II, para. 171). 

Enterprise risk management is now in 

full implementation. Following the joint 

Policy Committee-Management 

Committee meeting on 9 September 

2014, the Secretary-General formally 

approved the Secretariatôs risk register, 

the implementation of relevant risk-

response strategies and the governance 

structure guiding the process.  

 

As reported in section E, 

the Administration made 

progress with regard to 

enterprise risk management 

in 2014, but has not yet 

developed firm plans for a 

statement on internal 

control. 

 X   

A/69/5 

(Vol. I), 

chap. II, 

para. 56 

The Board recommends 

that the Administration 

develop a deeper 

understanding of its cost 

base and therefore the 

capability to compare and 

benchmark its 

administrative overheads 

and the performance of its 

business functions to drive 

more cost-effective 

delivery. This might entail 

creating a general ledger of 

analysis codes for 

administrative and 

programme expenditure 

(and classifying each 

transaction according to the 

appropriate code). 

The current budgetary process already 

allows for the segregation of budgets 

between programmatic (programme of 

work) elements, administrative 

(programme support) elements, 

policymaking organs and executive 

direction and management functions. It 

should be noted that the budget proposal 

for 2014-2015 included targeted 

improvements under programme support 

services, conference services, public 

information and construction that 

resulted in a reduction of $64.1 million. 

Programme managers reviewed possible 

areas of sustainable efficiencies 

stemming from, among others, process 

improvements and reorganized 

structures that resulted in consolidation 

or re-engineering of support services to 

ensure equal or better service delivery to 

substantive programmes at a lower cost. 

While noting the 

Administrationôs response, 

the Board considers that 

the United Nations lacks a 

deep understanding of the 

costs of its operations and 

does not actively manage 

costs effectively. The 

Board has made further 

recommendations on the 

management of costs in 

section C. 

  X  

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/67/5
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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Report 

reference Summary of recommendation 

Administrationôs comments on status,  

as at April 2015 

Boardôs comments on status, 

as at March 2015 

Fully 

implemented 

Under 

implementation 

Not 

implemented 

Closed by 

the Board 

        This is a continuing effort for the 

Organization based on the directive of 

the Secretary-General to continue to find 

better and more effective and efficient 

ways of delivering mandates. 

A/69/5 

(Vol. I), 

chap. II, 

para. 60 

The Board recommends 

that the Administration 

prepare annual updates on 

the trends in, and funding 

options for, end-of-service 

liabilities in order to keep 

the General Assembly fully 

informed of the longer-term 

funding requirements 

associated with the pay-as-

you-go approach. 

The Administration confirms that trends 

in and funding options for end-of-

service liabilities will be discussed in 

the management discussion and analysis 

that accompanies the 2014 financial 

statements for volume I. 

As at 1 July 2015, the 

Board had not seen the 

financial report that 

accompanies the financial 

statements. 

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 76 

The Board recommends 

that the Administration 

perform a light-touch 

review of ñquick winò 

changes to the current 

process to reduce the time 

and effort required as part 

of the next set of budget 

instructions (September 

2014). 

For the biennium 2016-2017, the 

Administration issued new, more 

simplified budget guidance aimed at 

reducing the time and effort required to 

prepare the proposed programme budget. 

The Board considers this 

recommendation to have 

been implemented for the 

2016-2017 budget, noting 

that the Administration 

could not demonstrate the 

impact of the changes. The 

Administration should 

further simplify the process 

as part of the continuous 

reform and improvement of 

key business processes. 

X    

A/69/5 

(Vol. I), 

chap. II, 

para. 77 

The Board also 

recommends that the 

Administration perform a 

review of the budget 

process and implement an 

improved end-to-end 

budget process, including 

the information and 

communications technology 

elements of Umoja 

Extension 2. 

The Administration is reviewing all 

elements relating to Umoja Extension 2. 

The Organization needs to have a better 

understanding of the technical solutions 

that will be made available and use those 

as an opportunity to improve its end-to-

end budget process. It is not likely that 

all necessary information and the related 

new budget processes will be available 

before the beginning of the budget 

formulation cycle for 2018-2019. 

The Board notes the 

Administrationôs response. 

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 85 

The Board recommends 

that the Administration 

consider extending the 

budget process beyond the 

financial reporting cycle to 

incorporate medium-term 

summaries of financial 

commitments for financial 

planning purposes. The 

appraisals of major projects 

and the development of 

business cases could also 

be aligned with medium- to 

long-term financial 

planning, and included as a 

capital budget item. 

In its resolution 69/249 A, the General 

Assembly requested the Secretary-

General not to implement the 

recommendation. The Board should 

therefore consider closing the 

recommendation. 

The Board notes the 

General Assemblyôs 

request and closes the 

recommendation. 

   X 

A/69/5 

(Vol. I), 

chap. II, 

para. 89 

The Board recommends 

that the Administration use 

the improved understanding 

of the true cost of end-to-

end processing from the 

enterprise resource 

planning project to inform 

challenges to budget 

proposals. 

Idem Idem    X 

A/69/5 

(Vol. I), 

chap. II, 

para. 100 

The Board recommends 

that the Office for the 

Coordination of 

Humanitarian Affairs 

perform a skills needs 

assessment of the standard 

fund management process 

as described in the latest 

guidance and develop a 

costed training plan for 

staff at all levels, including 

increasing management 

capability both in the field 

and at headquarters. 

In 2015, the Office will develop a 

training framework for fund 

management, including an assessment of 

what skills stakeholders will need to 

implement the new global guidelines. In 

the interim, the Office has provided 

training to build the capacity and skills 

of colleagues at headquarters and the 

humanitarian financing units in the field. 

The Board notes the 

Administrationôs response.  

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 103 

The Board recommends 

that the Office for the 

Coordination of 

Humanitarian Affairs 

require clusters and 

technical review boards to 

strengthen the 

consideration of previous 

project and implementing 

partner performance when 

recommending a project for 

approval by the 

humanitarian coordinator. 

This should include an 

assessment of:  

Å The non-governmental 

organizations concerned, 

including past delivery 

performance across 

United Nations entities, 

and due diligence on the 

company and key 

individuals 

Å The type of project, 

including the likelihood 

of successful delivery of 

the intended benefits, for 

example distribution of 

cash vouchers (high risk) 

versus construction 

(lower risk) 

Å The location of the 

project and the ability to 

monitor progress 

The new global guidelines require an 

assessment of the non-governmental 

organizationôs capacity and 

management, the type of project, the 

likelihood of successful delivery and the 

location. The results of the assessment 

are considered when reviewing 

proposals and determine eligibility to 

receive funding.  

The new guidelines are a 

positive development, but 

need to be implemented in 

practice. 

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 112 

The Board recommends the 

Office for the Coordination 

of Humanitarian Affairs, 

working with the various 

stakeholder organizations 

involved, document 

operational and financial 

accountability for the 

management of country-

based pooled funds at both 

the global and country 

levels. 

The governance section of the global 

guidelines details accountability for the 

management of the country-based 

pooled funds as follows:  

 (a) The Under-Secretary-General 

and Emergency Relief Coordinator holds 

authority over and is accountable for all 

country-based pooled funds;  

 (b) The Humanitarian Coordinator 

acts on behalf of the Emergency Relief 

Coordinator regarding the use of each 

fund and ensures that it is delivering its 

key objectives;  

 (c) The Advisory Board advises the 

Humanitarian Coordinator on the 

allocation of funds; 

 (d) The head of office oversees the 

operation of each fund and is 

responsible for its effective 

management; 

 (e) The Controller has delegated 

financial authority to the Executive 

Officer of the Office, who has assigned 

the Head of the Finance Unit of the 

Funding Coordination Section to 

exercise the delegation as it relates to 

country-based pooled funds. 

The Board notes the 

Administrationôs response.  

X    

A/69/5 

(Vol. I), 

chap. II, 

para. 114 

The Board recommends 

that the Secretariat work 

with other United Nations 

entities to establish formal 

requirements for 

information sharing on the 

performance of 

implementing partners in 

each country office. 

The Office has raised its concerns 

regarding the different treatment of 

non-governmental organizations by 

United Nations agencies in relation to 

allegations of fraud with the United 

Nations Development Group and the 

High-level Committee on Management 

of the United Nations System Chief 

Executives Board for Coordination. In 

those meetings, the Office called for the 

establishment of a formal requirement to 

The Board emphasizes that 

implementing the 

recommendation is not 

fully within the control of 

the Office and has 

redirected the 

recommendation to the 

Secretariat.  

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        share information on the performance of 

implementing partners. Two task forces 

are currently considering the matter.  

The United Nations Development Group 

Task Force on Risk Management in 

Fragile States developed a programme 

risk management framework for pooled 

funding solutions in fragile States, 

which was endorsed by the Group in 

May 2015.  

The High-level Committee on 

Management requested the 

establishment of a task force to look at 

assessing the feasibility of adapting the 

United Nations Global Marketplace as a 

platform to track fraud cases relating to 

implementing partners. It will also 

explore alternative means of sharing 

information. 

A/69/5 

(Vol. I), 

chap. II, 

para. 125 

The Board recommends 

that the Office for the 

Coordination of 

Humanitarian Affairs 

accelerate implementation 

of the improved controls 

established in the global 

guidance and accountability 

framework. This should be 

done with a more risk-

based and flexible approach 

to the management of 

implementing partners in 

country operations 

involving: 

(a) Risk assessments to vet 

implementing partners to 

create a pool of trusted 

suppliers;  

(b) Revised funding 

arrangements where high-

The global guidelines for country-based 

pooled funds, including the new 

accountability framework, are being 

implemented in all funds. The guidelines 

also introduce a revised memorandum of 

understanding with implementing 

partners that includes strengthened 

provisions on risk management. 

The new guidelines 

address the weaknesses 

raised, but need to be 

implemented in practice 

before the recommendation 

can be judged to have been 

implemented.  

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        risk implementing partners 

receive an initial payment 

lower than the current 

initial 80 per cent payment;  

(c) Enhanced monitoring 

arrangements where, for 

example, high-risk projects 

should be subject to interim 

audits/inspections using 

audit access rights, while 

monitoring of lower-risk 

projects could be based on 

visits from regional staff;  

(d) Working with the Office 

of Legal Affairs to 

strengthen the current 

memorandum of 

understanding between the 

Office for the Coordination 

of Humanitarian Affairs and 

implementing partners.  

A/69/5 

(Vol. I), 

chap. II, 

para. 136 

The Board recommends 

that the Administration 

raise awareness of fraud 

risks by establishing a clear 

code of conduct 

(recognizing that a code of 

conduct includes 

requirements wider than 

fraud), reinforced through 

regular communication of 

fraud issues and through 

mandatory training courses 

for all staff. 

The Ethics Office refers to the print and 

online publication of the ethics guide (in 

English and French) and the 

republication of the International Civil 

Service Commission standards of 

conduct for the international civil 

service (in English and French). Both 

highlight and summarize the most 

important ethical principles, behaviour 

and expectations set for United Nations 

staff members and are available on the 

Officeôs website at www.un.org/en/ 

ethics/standvalue.shtml. 

The Administrationôs 

response does not address 

the recommendation 

because it does not raise 

awareness of fraud risks, 

but focuses on ethical 

principles, behaviour and 

expectations of staff 

members. 

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 142 

The Board recommends 

that the Administration 

conduct a comprehensive 

fraud risk assessment, using 

in-depth research in high-

risk areas, to determine the 

Organizationôs 

In June 2015, the Secretariat put 

together a working group under the 

leadership of the Office of the Under-

Secretary-General for Management to 

take stock of all the recommendations 

raised by the Board on the issue of 

fraud, including the development of an 

The Board has further 

commented on managing 

the risk of fraud in 

section F, where it found 

limited progress in the 

implementation of its 

previous recommendations. 

  X  

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        vulnerabilities and exposure 

to risks of fraud from both 

internal and external 

sources. 

anti-fraud policy. The following 

departments and offices are represented: 

 (a)  Office of Programme Planning, 

Budget and Accounts; 

 (b)  Office of Human Resources 

Management; 

 (c)  Office of Internal Oversight 

Services; 

 (d)  Office of Legal Affairs; 

 (e)  Office for the Coordination of 

Humanitarian Affairs; 

 (f)  Department of Field Support;  

 (g)  Ethics Office; 

 (h)  United Nations Office at Geneva. 

A/69/5 

(Vol. I), 

chap. II, 

para. 143 

The Board also 

recommends that the 

Administration support the 

development of the Office 

of Internal Oversight 

Services as a central expert 

resource to support and 

work with departments to 

assess, analyse and act 

upon all significant fraud 

risks. 

Idem Idem   X  

A/69/5 

(Vol. I), 

chap. II, 

para. 147 

The Board recommends 

that the Administration 

review and rationalize the 

current suite of policy and 

guidance material on fraud 

and other misconduct to 

provide staff and others 

with clarity concerning the 

correct procedures to 

follow when a fraud is 

discovered. 

Idem Idem   X  

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 148 

The Board also 

recommends that the 

Administration establish a 

central intake mechanism 

for all reporting of staff 

grievances and suspected 

fraud, allowing the cases to 

be properly screened and 

assessed and sent to the 

right part of the 

Organization for action, and 

facilitating improved data 

collection. 

The Office of Internal Oversight 

Services is moving forward with GoCase 

implementation and expects it to go live 

in September 2015. It will provide the 

electronic platform necessary to receive 

global reports of possible misconduct as 

a first step towards a central intake 

mechanism. With the focus being on 

development and deployment, however, 

the central intake initiative has not 

moved further forward from the original 

concept, which would require 

clarification on buy-in from other client 

or stakeholder groups and appropriate 

resource or funding arrangements for the 

development of an application based on 

GoCase.  

It is also to be noted that such a central 

intake mechanism will require the 

development and/or finalization of a 

related policy and administrative 

instruction with regard to the reporting 

and investigation of potential 

misconduct, including fraud. 

Idem   X  

A/69/5 

(Vol. I), 

chap. II, 

para. 151 

The Board recommends 

that the Administration 

develop a framework of 

actions and arrangements 

for the systematic legal 

pursuit of all proven cases 

of fraud. 

The Administration notes that it already 

has a framework of actions and 

arrangements in place for the systematic 

pursuit of cases of fraud. Accordingly, 

the recommendation has already been 

implemented. 

The Board has seen no 

evidence of the systematic 

legal pursuit of all proven 

cases of fraud. 

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 155 

The Board recommends 

that the Administration 

update and enhance its 

whistle-blowing policies 

and procedures to cover the 

risk of both internal and 

external wrongdoing. 

Final revisions to ST/SGB/2005/21 have 

been presented to the Secretary-General 

for his approval and concurrence. A 

status report on updates and 

enhancements to the United Nations 

policy on protection against retaliation 

will be given at the meeting of the Staff-

Management Committee in April 2015. 

As at 1 July 2015, the 

Administration had not 

issued revised whistle-

blowing policies. 

  X  

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/ST/SGB/2005/21
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        A/69/5 

(Vol. I), 

chap. II, 

para. 159 

The Board recommends 

that the Administration 

develop an integrated 

strategic approach to 

tackling fraud, drawing on 

the many practical 

examples of good practice 

being adopted across the 

world and adapting these to 

the Organizationôs 

circumstances. The first 

step will be assessing and 

understanding the type and 

scale of fraud threats the 

United Nations is exposed 

to. 

The Administration fully recognizes the 

importance of a mature and integrated 

Organization-wide approach to tackling 

fraud risk through the development and 

maintenance of sound anti-fraud policies 

and strategies, beginning with a 

comprehensive fraud risk assessment, 

developing and, when due, rationalizing 

the existing suite of policies and 

guidance material, and developing and 

implementing proper procedures, based 

on best practice. 

The Board has further 

commented on managing 

the risk of fraud in 

section F, where it found 

limited progress in the 

implementation of its 

previous recommendations. 

  X  

A/69/5 

(Vol. I), 

chap. II, 

para. 164 

The Board recommends 

that the Administration 

develop a medium- to long-

term strategic workforce 

strategy and operational 

workforce plans. These 

should be informed by a 

review of the 

Organizationôs strategy that 

identifies any gaps in 

headcount, grades, 

knowledge and skills. 

The Administration initiated a new 

workforce planning project early in 2014 

to formulate a standardized methodology 

for workforce planning. It is currently in 

the design phase and will continue to be 

reviewed and enhanced in coordination 

with the Umoja and mobility 

programmes over the next several years. 

While noting the 

Administrationôs response, 

the Board is concerned that 

existing policies, systems 

and processes do not 

enable the Office of 

Human Resources 

Management to carry out 

workforce planning. The 

recommendation has been 

reiterated in section D. 

 X   

A/69/5 

(Vol. I), 

chap. II, 

para. 169 

The Board recommends 

that the Administration 

establish performance 

measures of the 

effectiveness of the 

recruitment process around 

getting ñthe right person, 

with the right skills, to the 

right position, at the right 

time and at the right costò. 

Performance measures have been 

established in programme 25, 

Management and support services, of the 

proposed strategic framework for the 

period 2016-2017 (A/69/6 (Prog. 25)). 

The Board notes the 

Administrationôs response. 

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/6(Prog.25)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 170 

The Board also 

recommends that the 

Administration perform an 

end-to-end review of the 

recruitment process to 

identify opportunities to 

reduce the lead time to 

recruit from the point at 

which a vacancy occurs 

until the post is filled. 

A review of the current recruitment 

processes is in progress and will extend 

to incorporate the mobility 

implementation design processes. 

Idem  X   

A/69/5 

(Vol. I), 

chap. II, 

para. 177 

The Board recommends 

that the Administration 

develop a skills strategy for 

staff based on an improved 

understanding of current 

capability and existing 

skills gaps such as 

commercial skills for major 

projects, and on the skills 

required following the 

implementation of IPSAS 

and the roll-out of Umoja, 

such as professional 

training in financial 

management skills to lead 

financial management 

improvement and provide 

more strategic advisory 

services to the wider 

business. 

The Administration has developed a new 

learning and career support strategy that 

was endorsed by the Management 

Committee on 6 June 2014. It will 

ensure that Secretariat entities 

coordinate their learning and career 

support initiatives and support the 

Committee in its new oversight role 

through a learning and career support 

working group that will be led by the 

Office of Human Resources 

Management and have representation 

from offices away from Headquarters, 

regional commissions, departments and 

offices and the United Nations System 

Staff College. 

Plans are under way to review the 

opportunities for formal professional 

development training for accounting and 

finance staff under the Chartered 

Institute of Public Finance and 

Accountancy qualification programme 

that is being used by other United 

Nations system organizations. 

The Board notes the new 

strategy. As reported in 

section I, however, without 

a clear target operating 

model it is difficult to 

forecast skills 

requirements.  

 X   

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
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        A/69/5 

(Vol. I), 

chap. II, 

para. 184 

The Board recommends 

that the Administration 

review and improve the 

appraisal system to enable 

more effective monitoring 

of performance trends and 

implementation of remedial 

action or rewards following 

completion of staff 

performance evaluations. 

The General Assembly resolution that 

would contain the decision on the 

proposals is pending, with the issue to 

be taken up again in March 2016. The 

Administration is not in a position to 

proceed with the roll-out until it has the 

Assemblyôs approval. 

The Board notes the 

Administrationôs response. 

 X   

A/67/5 

(Vol. I), 

chap. II, 

para. 31 

The Administration agreed 

with the Boardôs 

recommendation that the 

Office for the Coordination 

of Humanitarian Affairs 

strengthen its project 

management procedures to 

ensure regular review, 

verification and reporting 

of project expenditures to 

enable it to obtain timely 

and sufficient assurance 

and control over 

expenditure, confirmation 

that funds have been used 

for the intended purposes, 

and hence assurance over 

the accuracy of its 

recording in the financial 

statements. 

The Office is rolling out the Grant 

Management System across all the 

country-based pooled funds in 2015. It is 

a web-based system that supports the 

management of the entire grant life 

cycle for all country-based pooled funds 

and allows for systematic tracking of 

documentation. It will allow for proper 

monitoring and accounting of fund 

management performance, including 

speed and quality of allocations, 

disbursements, monitoring, reporting 

and audits. The system has been piloted 

in the Sudan and Afghanistan and was 

rolled out in nine funds in 2014, with 

full roll-out to be completed by June 

2015.  

The recommendation has 

been closed by the Board 

because it has been 

superseded by the more 

detailed recommendations 

made in A/69/5 (Vol. I).  

   X 

A/67/5 

(Vol. I), 

chap. II, 

para. 34 

The Administration agreed 

with the Boardôs 

recommendation that it, in 

collaboration with the 

Office for the Coordination 

of Humanitarian Affairs, 

rigorously review its 

accounting treatment for 

recording expenditures via 

executing agencies and 

make any necessary 

changes of accounting 

policy no later than 2014. 

See the recently issued financial 

statements of 2014 and in particular the 

summary of significant accounting 

policies that details the Organizationôs 

accounting policy and the application of 

the policy in this regard. The 

recommendation should now be closed. 

The Board considers the 

recommendation to have 

been implemented. 

X    

http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
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        A/67/5 

(Vol. I), 

chap. II, 

para. 80 

The Board recommends 

that the Administration 

review the disclosures in 

future financial statements 

with a view to providing 

more detailed commentary 

on the reasons for the 

increased holdings of 

investments and cash pools. 

Movements in investments and cash 

pools are included in the management 

discussion and analysis that 

accompanies the 2014 financial 

statements for volume I. 

As at 1 July 2015, the 

Board had not seen the 

financial report that 

accompanies the financial 

statements. 

  X  

A/67/5 

(Vol. I), 

chap. II, 

para. 95 

The Administration agreed 

with the Boardôs 

recommendation that it 

require all staff to have 

undertaken contract 

management training prior 

to taking up contract 

management responsibility. 

Such training should cover 

key aspects of contract 

management such as 

contract administration, 

vendor relationship 

management, risk 

management, and 

performance evaluation and 

management. 

The Procurement Division has 

developed an online training course on 

contract management that is set to be 

mandatory under the new learning and 

career support strategy, at which point 

the Under-Secretary-General for 

Management will inform all heads of 

department and office to take the action 

necessary to ensure that all staff under 

their supervision with contract 

management functions take the training. 

The Board notes the 

progress made, but also 

that the Administration has 

not demonstrated that the 

training is mandatory for 

all staff responsible for 

managing contracts and 

has not demonstrated 

compliance with the 

policy. 

 X   

A/67/5 

(Vol. I), 

chap. II, 

para. 98 

The Administration agreed 

with the Boardôs 

recommendation that the 

Administration include 

specific, measurable and 

relevant key performance 

indicators, linked to 

payment, in every contract 

to cover all key aspects of 

the goods or services to be 

delivered. 

Management considers the 

recommendation to have been 

implemented because most United 

Nations contracts, unless the 

Procurement Division assesses that there 

is a very low risk to the Organization, 

include either specific, measurable, 

attainable, relevant and time-bound key 

performance indicators or other forms of 

performance measurements that are 

linked to supplier payment. The 

Administration has committed itself to 

ensuring that all future contracts include 

key performance indicators, unless 

assessed as posing a very low risk. 

The recommendation is 

considered to have been 

implemented.  

X    

http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
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        A/67/5 

(Vol. I), 

chap. II, 

para. 128 

The Board recommends 

that the Department of 

Management urgently 

clarify the authority of the 

United Nations Office at 

Nairobi for undertaking 

procurement on behalf of 

the United Nations 

Environment Programme 

and the United Nations 

Human Settlements 

Programme. 

Service-level agreements with the 

United Nations Human Settlements 

Programme and the United Nations 

Environment Programme were signed on 

5 March 2015 and 25 November 2014, 

respectively. The agreements are an 

interim arrangement for two years; at the 

end of that period and upon completion 

of the new procurement arrangement 

under Umoja, the procurement authority 

and arrangements for both bodies will be 

revisited.  

The Board notes the 

Administrationôs response. 

X    

A/67/5 

(Vol. I), 

chap. II, 

para. 130 

The Administration agreed 

with the Boardôs 

recommendation that the 

Department of Management 

review the delegations 

granted to the United 

Nations Office at Vienna 

and the United Nations 

Office at Geneva, to ensure 

that delegated procurement 

authority is sufficiently 

clear. 

A review of the delegations granted to 

the United Nations Office at Vienna and 

the United Nations Office at Geneva is 

continuing. 

Idem  X   

A/67/5 

(Vol. I), 

chap. II, 

para. 145 

The Administration agreed 

with the Boardôs 

recommendation that it:  

(a) develop more outcome-

focused objectives and 

indicators of achievement; 

(b) establish clear chains 

from indicators of resource 

use and activity, through 

indicators of output to 

achievement of high-level 

objectives; and (c) make 

subparagraphs (a) and (b) 

above a clearly articulated 

responsibility of the Under-

Secretaries-General for their 

respective departments. 

The Administration is finalizing a 

proposal to be considered by the 

Committee on Programme and 

Coordination at its fifty-fifth session, 

where it will propose more outcome-

oriented strategic frameworks. 

Idem  X   

http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
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        A/67/5 

(Vol. I), 

chap. II, 

para. 171 

The Administration agreed 

with the Boardôs 

recommendation that, to 

provide assurance that the 

system of internal control is 

understood and operating as 

expected, it: (a) document 

the internal control 

framework; and (b) 

consider developing a 

management assurance 

system which requires 

managers at all levels to 

periodically provide senior 

management assurance on 

the effectiveness of internal 

controls in their sphere of 

control to test both 

understanding and 

compliance at all levels. 

The Administration requests the Board 

to close the recommendation because it 

has been replaced by the 

recommendation contained in paragraph 

48 of A/69/5 (Vol. I). 

The recommendation has 

been closed by the Board 

because it has been 

superseded by the 

recommendation contained 

in paragraph 48 of A/69/5 

(Vol. I). 

   X 

A/67/5 

(Vol. I), 

chap. II, 

para. 176 

The Administration agreed 

with the Boardôs 

recommendation that, in 

support of existing work on 

developing risk 

management in the United 

Nations, the Management 

Committee: (a) periodically 

identify the top risks facing 

the Organization and 

communicate that 

information to all 

managers; and (b) develop 

high-level and regular 

(monthly) reporting on the 

current status of the risks 

and associated mitigating 

strategies. 

The Management Committee led the 

first Secretariat-wide risk assessment 

and has identified the six critical risks 

and assigned corporate risk owners to 

coordinate the Organization-wide 

response. The risk register and the 

governance structures were formally 

approved by the Secretary-General in 

September 2014 and the Committee will 

continue to have a central role in the 

periodic monitoring of the current status 

of risk and associated mitigating 

strategies through regular reporting by 

the relevant corporate risk owners. 

The Board has further 

commented on enterprise 

risk management in 

section E. Corporate risk 

owners have not 

established risk mitigation 

strategies in practice and 

there is no regular 

reporting on status.  

 X   

http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
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        A/67/5 

(Vol. I), 

chap. II, 

para. 183 

The Administration agreed 

with the Boardôs 

recommendation that 

United Nations senior 

management set out an 

action plan addressing the 

key lessons identified by 

the Board on business 

transformation, to 

demonstrate and track how 

it is developing and 

implementing a more 

strategic and holistic grip 

on the direction and 

delivery of the business 

transformation 

programmes. 

Under the name of ñorganizational 

transformationò, the concurrent 

implementation of major transformation 

initiatives has been identified as one of 

the major risks facing the Organization. 

The risk treatment plan is informed by 

the Boardôs analysis of key lessons. 

The Board notes the 

response of the 

Administration, but also 

that the risk treatment plan 

has not been completed 

and approved. The Board 

comments further on 

business transformation in 

section I.  

 X   

A/65/5 

(Vol. I), 

chap. II, 

para. 25 

The Administration agreed 

with the Boardôs 

recommendation that it:  

 (a) Plan for the 

automated preparation of 

the financial statements 

under Umoja;  

 (b) Without waiting for 

the implementation of 

Umoja, enhance internal 

documentation on the 

preparation of the financial 

statements and, more 

generally, on all financial 

procedures, notably by 

updating the Financial 

Manual. 

The software to interface with Umoja for 

the automated preparation of financial 

statements has been purchased. The 

related project will be launched in the 

middle of 2015 and is expected to have 

at least a six-month duration. 

Accordingly, the estimated target date 

has been revised to December 2016. In 

the meantime, the Organization has 

already summarized the financial 

statement process used during the 

transitional period in the financial 

statement instructions.  

The Board notes the 

response of the 

Administration, but also 

that there continue to be 

weaknesses in the 

processes for the 

preparation of the financial 

statements. Further 

recommendations in that 

regard have been made in 

section D. 

 X   

http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/67/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
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        A/65/5 

(Vol. I), 

chap. II, 

para. 62 

The Administration agreed 

with the Boardôs 

recommendation that it 

define a strategy to 

streamline and further 

automate the management 

of voluntary contributions, 

along the lines of the 

redesign of assessed 

contributions procedures. 

Automation of voluntary contributions 

will be considered as part of the 

deployment of Umoja. The target date 

continues to be based on the Umoja 

deployment schedule. 

The Board notes the 

Administrationôs response. 

The recommendation is 

considered not 

implemented. 

  X  

A/65/5 

(Vol. I), 

chap. II, 

para. 66 

The Administration agreed 

with the Boardôs 

recommendation that it 

develop indicators to 

measure the processing 

times for contributions. 

The target date continues to be based on 

the Umoja deployment schedule. 

Idem   X  

A/65/5 

(Vol. I), 

chap. II, 

para. 160 

The Administration agreed 

with the Boardôs 

recommendation that it 

strengthen internal controls 

to ensure the accuracy of its 

payable and receivable 

balances with counterpart 

entities as at the end of the 

financial period. 

The implementation of the 

recommendation continues to be tied to 

the deployment of Umoja because it will 

provide for a consolidated view of 

payable and receivable balances with 

counterpart entities. The estimated target 

date is thus moved to December 2015, 

when Umoja should be deployed in most 

offices. 

The Board continues to 

find weaknesses in the 

accuracy of the payable 

and receivable balances 

and has made a further 

recommendation in that 

regard in section D. 

  X  

A/65/5 

(Vol. I), 

chap. II, 

para. 164 

The Administration agreed 

with the Boardôs 

recommendation that it 

reduce the time taken for 

certifying invoices so as to 

conform to accrual-based 

accounting. 

The time taken for certifying invoices 

will be further reduced with the full 

deployment of Umoja in clusters 3 and 

4. 

The Board notes the 

Administrationôs response. 

The recommendation is 

considered not 

implemented. 

  X  

A/65/5 

(Vol. I), 

chap. II, 

para. 387 

The Board recommends 

that the Administration 

draw up a schedule by 

which the staff members 

who have not taken the 

mandatory training 

programmes be obliged to 

do so in a close time limit 

The Learning, Development and Human 

Resources Services Division will 

continue to deploy the learning 

management system in Inspira to field 

missions. That process, over the coming 

year, will help to improve the ability of 

the Organization to track mandatory 

training requirements. 

Idem   X  

http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
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        (one year or 18 months), 

and that the effective 

implementation be verified. 

A/65/5 

(Vol. I), 

chap. II, 

para. 390 

The Board recommends 

that the Administration 

ensure that all departments 

and offices draw up and 

document a medium- and 

short-term staff training 

strategy that would identify 

needs and objectives, and 

carry out a qualitative 

analysis of the results 

obtained. 

The Learning, Development and Human 

Resources Services Division will be 

implementing the new strategy in 2015. 

New programmes are in development 

and the first meeting of the coordination 

mechanism was held in March 2015. 

Qualitative analysis of the results 

obtained from the new strategy will not 

be available until 2016.  

The recommendation has 

been superseded by the 

recommendation contained 

in paragraph 177 of A/69/5 

(Vol. I) and is closed by 

the Board. 

   X 

A/65/5 

(Vol. I), 

chap. II, 

para. 437 

The Administration agreed 

with the Boardôs 

recommendation that it take 

appropriate measures to 

ensure that the ñCarbonò 

project is interfaced with 

Umoja. 

In collaboration with the Umoja team, 

the Department for General Assembly 

and Conference Management identified 

required data interfaces between the 

Departmentôs meeting management 

system, gMeets (formerly known as 

ñCarbonò), and the Contractor 

Management Application and Umoja. 

The implementation of those interfaces 

is planned for June 2015. The estimated 

target date for the implementation of the 

interfaces for the conference 

management solution with Umoja 

Extension 2 remains as 2017. For the 

implementation of data interfaces 

between the Contractor Management 

Application and Umoja Foundation, the 

Department provided the Umoja 

technical team responsible for building 

the data interfaces with the technical 

specifications, which include functional 

details, a technical overview and 

required data fields from Umoja. 

The Board notes the 

progress made as part of 

the design and 

implementation of Umoja. 

 X   

 Total    5 19 18 5 

 Percentage    11 40 38 11 

http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/69/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
http://undocs.org/A/65/5(Vol.I)
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Annex II  
 

  Six critical risks identified by the Secretariat  
 

 

Risk and definition Impact Likelihood Internal control 

Residual risk  

(June 2015) Risk owner 

      Organizational structure and synchronization. The 

overall structure of the Organization does not support the 

efficient and effective achievement of strategic and 

operational objectives. Lack of clarity as to the 

organizational structure, responsibilities and objectives 

of departments and offices leads to conflicting or 

redundant activities and, ultimately, to loss of public and 

Member State trust. 

Significant Expected Ineffective Critical Deputy 

Secretary-

General 

Organizational transformation. The Organization is 

unable to respond to the needs of a changing 

environment. A conservative, risk-averse culture hinders 

the ability of the Organization to respond to and embrace 

change. 

Critical Highly likely Significant 

improvement 

needed 

Critical Under-

Secretary-

General for 

Management 

Strategic planning and budget allocation. There is an 

inability to discover, evaluate and select among 

alternatives to provide direction and allocate resources 

for effective execution in achieving the mission, mandate 

and objectives of the Secretariat and departments, 

creating a lack of clarity in decision-making. Budget 

requests are not completely fulfilled, impeding the ability 

to carry out missions, objectives, plans and strategies 

effectively. 

Significant Expected Ineffective Critical Chef de 

Cabinet 

Safety and security. There is an inability or a failure to 

provide a secure working environment and to protect, 

promote and monitor the personal safety and security of 

staff, volunteers and others at United Nations facilities or 

in support of United Nations and related activities. 

Overly restrictive security rules can have a negative 

impact on mandate implementation and humanitarian 

endeavours.  

Critical Highly likely Significant 

improvement 

needed 

Critical Under-

Secretary-

General for 

Safety and 

Security 
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Risk and definition Impact Likelihood Internal control 

Residual risk  

(June 2015) Risk owner 

      Extrabudgetary funding and management. The 

inability to obtain extrabudgetary funding may have an 

impact on the ability of some departments to achieve 

their objectives. Reliance upon extrabudgetary funding 

may jeopardize or appear to have an impact on the 

independence of the United Nations because projects that 

obtain earmarked funding may be accorded higher 

priority. 

There is an inability to identify, establish and maintain 

the optimal structure and controls for trust funds, 

resulting in loss or misuse of assets. 

Critical Highly likely Significant 

improvement 

needed 

Critical Controller 

Human resources strategy, management and 

accountability. There is no well-defined human 

resources strategy that supports organizational and 

strategic objectives, employee needs and the desired 

organizational mission, vision and values. There is an 

inability to develop and enhance staff skills and provide 

effective performance feedback and guidance. There is 

inadequate promotion of accountability or otherwise 

holding parties or constituents accountable for their 

actions or inaction. 

Significant Highly likely Ineffective Critical Assistant 

Secretary-

General for 

Human 

Resources 

Management 
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Chapter III 
  Certification of the financial statements  

 

 

  Letter dated 31 March 2015 from the Assistant Secretary-General, 

Controller, addressed to the Chair of the Board of Auditors  
 

 

 The financial statements of the United Nations for the year ended 31 December 

2014 have been prepared in accordance with financial rule 106.1 of the Financial 

Regulations and Rules of the United Nations. They include all funds except 

peacekeeping operations, the United Nations Compensation Commission, the United 

Nations escrow accounts established under provisions of Security Council 

resolution 1958 (2010) and the international tribunals, which are the subject of 

separate financial statements. 

 The summary of significant accounting policies applied in the preparation of 

these statements is included in the notes to the financial statements. These notes 

provide additional information on and clarification of the financial activities 

undertaken by the Organization during the period covered by these statements, for 

which the Secretary-General has administrative responsibility. 

 I certify that the appended financial statements of the United Nations, 

numbered I to V, are correct. 

 

 

(Signed) Bettina Tucci Bartsiotas 

Assistant Secretary-General, Controller 
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Chapter IV 
  Financial report for the year ended 31 December 2014  

 

 

 A. Introduction  
 

 

1. The Secretary-General has the honour to submit the financial report on the 

accounts of the United Nations for the year ended 31 December 2014. 

2. The financial position and results presented herein do not include those of 

peacekeeping operations, the United Nations Iraq escrow accounts, the United 

Nations Compensation Commission, the International Tribunal for the Former 

Yugoslavia, the International Criminal Tribunal for Rwanda and the International 

Residual Mechanism for Criminal Tribunals, which are reported separately. Separate 

financial statements are also issued for the International Trade Centre, the United 

Nations University, the United Nations Institute for Training and Research, the 

United Nations Office on Drugs and Crime, the United Nations Environment 

Programme and the United Nations Human Settlements Programme.  

3. The accounts of the Organization are presented in five financial statements and 

notes that provide financial information relating to the United Nations General Fund 

and related funds, trust funds, technical cooperation funds, the Tax Equalization 

Fund, the capital master plan, capital assets and construction in progress, post-

employment benefits and other funds. Details of individual trust funds are not 

presented in these published accounts, but are available separately. 

4. The present financial report is designed to be read in conjunction with the 

financial statements. It presents a discussion of major policy changes and an 

overview of the position and performance of the Organization, highlighting trends 

and significant movements. The annex to the report provides supplementary 

information to be reported to the Board of Auditors as required by the Financial 

Regulations and Rules of the United Nations. 

 

 

 B. Adoption of the International Public Sector Accounting Standards  
 

 

5. For the first time, the financial statements of the United Nations have been 

prepared in accordance with the International Public Sector Accounting Standards 

(IPSAS). In 2013 and prior years, the financial statements were prepared in 

accordance with the United Nations system accounting standards. 

6. The adoption of IPSAS has been accepted as best practice for accounting and 

reporting by the public sector and not-for-profit governmental organizations. The 

United Nations adopted IPSAS on 1 January 2014 in accordance with General 

Assembly resolution 60/283. Cited IPSAS benefits include improving the quality, 

comparability and credibility of financial reporting across the United Nations 

system. 

 

  Highlights of key changes to the financial statements resulting from the adoption 

of the International Public Sector Accounting Standards  
 

7. Financial statements prepared in accordance with IPSAS apply full accrual-

based accounting, which is a significant change from the modified cash basis of 

accounting previously applied under the United Nations system accounting 
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standards. Accrual-based accounting requires the recognition of transactions and 

events when they occur and the presentation of all assets and liabilities of the entity 

appropriately valued at the reporting date. Accordingly, the accounting policies of 

the Organization have been updated to support compliance with IPSAS; the 

summary of significant accounting policies, presented in note 3 to the financial 

statements, reflects that update. 

8. Assets. Under the United Nations system accounting standards, physical assets 

and intangibles were expensed when purchased and did not appear on the balance 

sheet; under IPSAS, the Organization has reported property, plant and equipment, 

inventories and intangible assets on the face of the financial statements for the first 

time. Assets qualifying as financial instruments are now fair valued and thus the 

Organizationôs share of the investments in the United Nations cash pool reflects 

mark-to-market adjustments; also for the first time, the United Nations has created 

allowance accounts to adjust doubtful accounts receivable in accordance with 

IPSAS. 

9. Liabilities. Under the United Nations system accounting standards, only some 

liabilities were recognized; under IPSAS, all liabilities are recognized. In 

preparation for IPSAS, the Organization had already recognized its long-term 

employee benefits liabilities of after-service health insurance, unused annual leave 

and accrued repatriation benefits; in 2014, the Organization, for the first time, also 

recognized its employee benefits liabilities relating to its workersô compensation 

programme. For the first time, the Organization has recognized liabilities associated 

with its finance lease arrangements, liabilities (provisions) for valid claims (legal or 

constructive) against the Organization and liabilities for conditional funding 

arrangements.  

10. Revenue. Under IPSAS, revenue is recognized when an agreement to provide 

unconditional voluntary funding is signed, even before the receipt of cash; thus the 

Organization has changed its revenue recognition point for its voluntary 

contributions. As regards assessed contributions, under IPSAS the Organization 

recognizes revenue in the year to which the assessments relate, even if billed to 

Member States in a subsequent financial period. In accordance with IPSAS, the 

Organization has also recognized, for the first time, revenue for contribution of 

goods in kind and for donated right-to-use property arrangements. 

11. Expenses. Expenses are now recorded in the financial statements only when 

goods or services have been received, and not when commitments have been made, 

as was the case under the United Nations system accounting standards. Thus, under 

IPSAS, commitments against budgets do not qualify as expenses in the financial 

statements and such commitments held at the beginning of the year were adjusted 

against net assets, and accrued expenses for goods and services received were 

recorded. Transfers to implementing partners, which were previously presented as 

accounts receivable, are now presented as expenses under IPSAS. Furthermore, the 

Organization now reports on the face of the IPSAS financial statements expenses 

relating to depreciation, amortization and impairment of assets, actuarial service 

cost and interest cost on its employee benefits liabilities, together with rental 

expenses relating to the use of donated facilities. 

12. Note disclosures. IPSAS require significantly more note disclosures in the 

financial statements; some of the new areas of note disclosures for the Organization 

include segment reporting, explanations of material budget versus actual variances, 
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information on key management personnel, details of employee benefits liabilities, 

details of the life cycle of property, plant and equipment, inventory and intangibles 

and investment risks. 

 

  Tax Equalization Fund  
 

13. The Tax Equalization Fund was established to equalize the net pay of all staff 

members, whatever their national tax obligations, and to support the payment of 

income taxes to Member States that levy them. The Fund operationally records as 

revenue a charge against the salaries of staff members financed under assessed 

funds. It includes as expenses reimbursement to staff members subject to income 

taxes, together with credits against the assessments of Member States that do not 

levy income taxes on the salaries paid by the United Nations to their nationals. 

Previously, under the United Nations system accounting standards, the revenue and 

expenses of the Fund were reported on the face of the Organizationôs financial 

statements. Under IPSAS, given that the Organization acts as an agent in the 

arrangement, the net of the related revenue and expenses is now reported as current 

liabilities in the financial statements. 

 

  Accounting for joint ventures 
 

14. The Organization has entered into joint venture arrangements for a number of 

United Nations system-wide jointly financed activities and other joint operations in 

which the nature of the arrangements is that the Organization has significant 

influence over the financial and operating policy decisions of the operations. 

Previously, under the United Nations system accounting standards, the assets, 

liabilities, income and expenditure of those joint ventures were presented in the 

financial statements of the Organization. Under IPSAS, the interests in the activities 

are accounted for using the equity method and only the Organizationôs share is 

recognized. 

 

  Multi-partner trust funds 
 

15. Multi-partner trust funds are pooled resources from multiple financial partners 

that are allocated to multiple implementing entities to support specific national, 

regional or global development priorities; the United Nations Development 

Programme acts in the capacity of an agent for the funds. The funds were assessed 

to determine the existence of control for financial reporting purposes based on 

IPSAS principles. Where control exists, such funds are considered to be the 

Organizationôs operations. Previously, under the United Nations system accounting 

standards, the financial activities of controlled funds were not included in the 

financial statements of the Organization; under IPSAS, the financial activities of the 

funds that are controlled by the Organization are reported in full in the financial 

statements. 

16. Under the United Nations system accounting standards, the principal financial 

statements were presented showing the distinction between groups of funds. Under 

IPSAS, an entity-level view of the position, performance and cash flows of the 

Organization is shown on the face of the financial statements. 

17. Of note is that the assessed budget of the Organization continues to be 

prepared on a modified cash basis. Given that the accounting basis for the budget 

differs from the basis applied to the financial statements, a reconciliation between 
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expenditure against the budget and the IPSAS statement of cash flows is provided in 

note 6. 

18. To make the transition to IPSAS, the financial position as at 31 December 2013 

was restated and IPSAS-compliant opening balances were compiled as at 1 January 

2014, which resulted in an adjustment to the net asset position of the Organization 

(see statement III). Owing to the change of accounting basis in the first year of the 

adoption of IPSAS, a full suite of comparative information for the prior year is not 

provided in the financial statements. 

 

 

 C. Overview of the financial statements for the year ended  

31 December 2014 
 

 

19. The financial statements of the United Nations under IPSAS now comprise 

five statements and 35 notes thereto. The five statements are the statement of 

financial position, the statement of financial performance, the statement of changes 

in net assets, the statement of cash flows and the statement of comparison of budget 

and actual amounts.  

20. The statements show the financial results of the Organizationôs activities and 

its financial position as at 31 December 2014. The notes thereto explain the 

accounting and financial reporting policies and provide additional information on 

the individual amounts contained in the statements. 

 

  Assets 
 

21. The total assets of the Organization declined in 2014 by $269.1 million  

(3.5 per cent) to $7,487.4 million, with the most notable decline in investment 

balances, which fell by $432.9 million (17.4 per cent) to $2,058.0 million, partially 

offset by an increase in cash and cash equivalents of $284.0 million. The investment 

balances declined owing to consumption of funds held by the capital master plan as 

the project neared its final stage and the consumption of working capital funds to 

meet continuing operations.  

22. Figure IV.I presents the structure of the Organizationôs assets as at 31 December 

2014, totalling $7,487.4 million.  
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  Figure IV.I 

  Assets of the Organization as at 31 December 2014 

  (Millions of United States dollars) 
 

 

 

23. As figure IV.I illustrates, the Organizationôs assets largely comprised property, 

plant and equipment ($3,243.4 million, or 43.3 per cent), investments ($2,058.0 

million, or 27.5 per cent), cash and cash equivalents ($597.8 million, or 8.0 per 

cent), voluntary contributions receivable ($456.8 million, or 6.1 per cent) and 

assessed contributions receivable ($438.2 million, or 5.9 per cent). Property, plant 

and equipment is concentrated mainly in capital assets and construction funds and 

mostly consists of land and buildings (90 per cent). Investments comprise technical 

cooperation investments of $542.9 million, trust fund investments of $541.5 million, 

amounts relating to insurance funds of $429.0 million, amounts relating to regular 

budget funds of $235.6 million and other investments of $309.5 million. Assessed 

contributions receivable of $438.2 million represent the outstanding balance of 

receivables from Member States as at 31 December 2014. Voluntary contributions 

receivable of $456.8 million mostly comprise receivables for trust funds ($348.9 

million) and technical cooperation funds ($102.6 million). Cash and cash 

equivalents mostly comprise balances held in the main cash pool ($533.6 million) 

and the euro pool ($3.9 million), United Nations Staff Mutual Insurance Society 

against Sickness and Accident investments ($14.1 million) and other cash and cash 

equivalents ($46.3 million). 

 

  Property, plant and equipment 
 

24. Property, plant and equipment of $3,243.4 million was the Organizationôs 

major asset category, at 43.3 per cent of total assets. As at 31 December 2014, the 

profile of the Organizationôs property, plant and equipment, which mostly consists 

of land and buildings (90 per cent), was as shown in figure IV.II. 
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  Figure IV.II  

  Property, plant and equipment  

  (Millions of United States dollars)  
 

 

 

25. Buildings, at $2,090.7 million, largely reflected the buildings at Headquarters, 

valued at $1,499.3 million, the United Nations Office at Geneva, valued at 

$193.5 million, and the Economic Commission for Africa, valued at $107.2 million. 

Land, at $835.7 million, largely included the land at Headquarters and at the United 

Nations Office at Geneva, valued at $617.8 million and $191.7 million, respectively. 

The land at the Economic Commission for Africa and at the United Nations Office 

at Nairobi was not included because those assets were not deemed to be under the 

control of the Organization owing to conditions in the arrangements with the 

respective Governments. The Vienna International Centre, which houses the United 

Nations Office at Vienna, was deemed to be jointly controlled by the Organization, 

along with three other United Nations entities that are parties to the donated right-

to-use arrangement for the Centre. The Centre was not included in the financial 

statements because IPSAS transitional provisions were applied to it. The Centre, 

which had an estimated fair value of about ú1.5 billion in 2010, is scheduled to be 

recognized in the 2015 financial statements on the basis of a current valuation.  

26. In 2014, net property, plant and equipment declined by $61.7 million (1.9 per 

cent) from a balance of $3,305.2 million to $3,243.4 million. The decline was 

largely attributable to the recording of depreciation of $185.6 million for the year 

and, in addition, an impairment loss of $28.8 million that was recorded against the 

carrying value of the Temporary North Lawn Building at Headquarters, given that 

demolition is scheduled to begin by the end of 2015. Furthermore, during the year 

there was a significant level of disposal of vehicles, stemming from transfers from 

special political missions to peacekeeping missions, as well as of buildings valued 

at $1.2 million at the Economic and Social Commission for Asia and the Pacific and 

the United Nations Truce Supervision Organization.  

27. Offsetting the decline in property, plant and equipment from depreciation, 

impairment and disposals were additions to assets under construction in the amount 

of $139.8 million, which upon completion were transferred to buildings and 
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infrastructure assets. This mainly resulted from the construction activity of the 

capital master plan at Headquarters; the capitalized costs of the project included in 

buildings and infrastructure assets amounted to $164.7 million in 2014.  

28. As at 31 December 2014, property, plant and equipment included assets under 

construction of $7.1 million, primarily relating to capitalized expenditure of 

$4.7 million for the strategic heritage plan of the United Nations Office at Geneva 

and $1.3 million for continuing renovations at the Economic Commission for 

Africa. The strategic heritage plan has a total projected cost of $848.0 million and is 

expected to be completed by 2023.  

29. Depreciation rates for property, plant and equipment in 2014 ranged from 0 to 

11.5 per cent, depending on the category, with an average effective depreciation rate 

for 2014 of approximately 3.6 per cent. The movement is captured in note 15 to the 

financial statements.  

30. Overall, the remaining useful lives of depreciable property, plant and 

equipment fell slightly in 2014, but more notably for vehicles, telecommunications 

and information technology equipment, and machinery. For furniture, there was an 

increase in the remaining useful lives, reflecting a significant increase in the amount 

of furniture at Headquarters in connection with the final phase of the capital master 

plan. The comparative remaining useful lives as at 31 December 2014 and 

31 December 2013 are shown in figure IV.III.  

 

  Figure IV.III  

  Remaining useful lives of property, plant and equipment  

  (Percentage)  
 

 

 

31. The comparison of remaining useful lives versus original useful lives is shown 

in figure IV.IV.  
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Figure IV.IV  

Remaining useful lives of property, plant and equipment  

(Years)  
 

 

 

  Cash, cash equivalents and investments 
 

32. As at 31 December 2014, the United Nations held cash and cash equivalents 

and investments of $2,655.8 million, of which $2,481.4 million was held in the 

main cash pool and the remainder in other pools and in banking institutions.  

33. As at 31 December 2014, the Organization held $2,493.0 million (25.9 per 

cent) of the total assets of the main and euro cash pools, which amounted to 

$9,608.8 million. The main cash pool was predominantly denominated in United 

States dollars and the euro cash pool entirely in euros (see fig. IV.V).  

 

  Figure IV.V  

  Cash and investments by pool  

  (Millions of United States dollars)  
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34. The cash pools consist largely of investments in bonds (non-United States 

agencies, non-United States sovereigns and United States treasuries), certificates of 

deposit and term deposits and are highly liquid. The investments are presented at 

fair value with the relevant gains or losses recorded in the statement of financial 

performance. For 2014, the Organization earned $14.8 million in net income from 

the cash pools, an average return of about 0.6 per cent.  

35. The investments of the United Nations Staff Mutual Insurance Society against 

Sickness and Accident, valued at $116.5 million, were held in Swiss francs; they were 

held largely in fixed-income securities of government and related supranational 

entities, in addition to an exchange-traded fund benchmarked to the Swiss Market 

Index. For 2014, the Organization earned $1.8 million in investment income from 

the investments of the Society, but, after accounting for exchange losses and 

revaluation gains, there was a net loss of $4.7 million from those investments.  

36. As at 31 December 2014, balances of cash and cash equivalents and 

investments were held in groups of funds (see fig. IV.VI). 

 

  Figure IV.VI  

  Cash and cash equivalents by fund groups  

  (Millions of United States dollars)  
 

 

 

  Figure IV.VII  

  Investments in cash pools by fund groups  

  (Millions of United States dollars)  
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37. The major portion of investments was held by trust funds and technical 

cooperation funds; a significant portion was also held by insurance funds. The 

General Fund and related funds held 11.4 per cent of investment holdings, 

amounting to $235.6 million (see fig. IV.VII).  

38. The Organizationôs exposure to credit risks, liquidity risks and market risks 

with regard to its investment portfolios is considered to be low. Risk analyses of the 

investment portfolios are presented in notes 30 and 31 to the financial statements.  

 

  Voluntary contributions receivable  
 

39. Voluntary contributions receivable as at 31 December 2014 were $456.8 million, 

presented net of an allowance for doubtful accounts of $1.8 million. The amounts 

are due to the Organization under voluntary trust fund-related arrangements.  

40. The current and non-current voluntary contributions receivable relating to 

general and technical cooperation trust funds as at 31 December 2014 amounted to 

$348.9 million and $102.6 million, respectively (see fig. IV.VIII).  

 

  Figure IV.VIII  

  Voluntary contributions receivable, by segment  

  (Millions of United States dollars)  
 

 

 

41. The outstanding balance was mainly due from the human rights and 

humanitarian affairs segment (67.8 per cent), reflecting largely the receivables of 

the Office for the Coordination of Humanitarian Affairs, the cooperation and 

development segment (24.5 per cent) and other segments (7.7 per cent). In 2014, 

voluntary contributions receivable declined by $152.9 million (25.1 per cent), 

mainly as a result of the reduction of $190.6 million in the receivables balance of 

the Central Emergency Response Fund, offset by increases in United Nations 

Conference on Trade and Development technical cooperation activities of 

$18.9 million, the Trust Fund for Disaster Relief Assistance of the Office for the 

Coordination of Humanitarian Affairs of $16.6 million and the United Nations Trust 

Fund for Disaster Reduction of $12.5 million.  

 

  Assessed contributions receivable  
 

42. The balance of assessed contributions receivable as at 31 December 2014 of 

$438.2 million consisted of a gross balance of $641.4 million offset by an allowance 

for doubtful receivables of $203.2 million. The balance of assessed contributions 

receivable increased in 2014 compared with 2013 by $110 million, or 33.5 per cent.  
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  Liabilities  
 

43. Figure IV.IX presents the structure of the Organizationôs liabilities as at 

31 December 2014, totalling $5,797.5 million.  

 

  Figure IV.IX  

  Liabilities as at 31 December 2014  

  (Millions of United States dollars)  
 

 

 

44. As illustrated in figure IV.IX, the Organizationôs liabilities largely comprised 

employee benefits liabilities of $4,866.2 million, or 83.9 per cent, and accounts 

payable and accrued liabilities of $528.3 million, or 9.1 per cent.  

 

  Figure IV.X  

  Employee benefits liabilities  

  (Millions of United States dollars)  
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45. Employee benefits liabilities consist largely of liabilities relating to after-

service health insurance ($4,178.7 million), annual leave ($252.3 million) and 

repatriation benefits ($249.2 million), all of which are valued by independent 

actuaries (see fig IV.X). Those liabilities had been previously recognized under the 

United Nations system accounting standards as the Organization prepared for 

IPSAS adoption; however, the outstanding balance relating to annual leave was 

adjusted as at 1 January 2014 because, to fully comply with IPSAS, the actuarial 

valuation method was changed from the straight-line method to the attribution 

method. The impact on the opening balances of that change was an increase of 

$110.5 million in the liability; that amount, along with an amount of $27.1 million 

representing the initial recognition of liabilities for the Organizationôs workersô 

compensation programme under appendix D to the Staff Rules, resulted in an 

adjustment of $137.6 million recognized as an IPSAS adjustment in the statement of 

changes in net assets.  

46. As was the case in 2012 and 2013, employee benefits liabilities increased in 

2014. The increase in 2014 by $1,101.8 million, or 29.3 per cent, was mainly due to 

actuarial losses of $944.9 million (associated with a fall in the discount rate) 

recognized directly in the statement of changes in net assets, as well as current 

service cost of $141.3 million and interest cost of $155.7 million, partially offset by 

benefits paid in the amount of $123.0 million.  

47. IPSAS require recognition of all accumulated employee benefits liabilities in 

the financial statements, although the disbursements for some of those benefits 

would occur over several decades in the future. Whereas IPSAS highlight the 

prudence of providing for those liabilities, they do not require funding of them; for 

extrabudgetary activities, plans are already in place to begin funding the liabilities 

as direct project costs; for activities relating to the regular budget options have been 

submitted to the General Assembly, but a decision has been taken to continue the 

pay-as-you-go approach for now (see resolution 68/244). The Organization 

continues to explore options for funding the liabilities, including a possible system-

wide approach similar to that currently employed for retirement and disability 

benefits by the United Nations Joint Staff Pension Fund. 

 

  Accounts payable and accrued liabilities 
 

48. Accounts payable and accrued liabilities of $528.3 million mainly consist of 

accruals for goods and services of $158.2 million and payables to Member States of 

$279.0 million. A decline in accounts payable and accrued payable balances in 2014 

of $58.1 million, or 9.9 per cent, was mainly due to the repayment of 2013 

construction-related payables by capital assets and construction funds in 2014. 

49. Figure IV.XI provides an analysis of the structure of the United Nations by 

current and non-current assets and liabilities as at 31 December 2014 and 

31 December 2013. 
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  Figure IV.XI 

  Structure of the United Nations by current and non-current assets and liabilities 

as at 31 December 2014 and 31 December 2013 

  (Millions of United States dollars) 
 

 
 

 

50. Figure IV.XI illustrates that neither the total balance of assets nor the share of 

current assets versus non-current assets has changed significantly in 2014 compared 

with 2013. That is not the case for liabilities, however, given that those balances 

have increased by 21.9 per cent year-on-year, and the share of current liabilities has 

decreased from 25.0 to 18.9 per cent, with respective increases in the share of  

non-current liabilities from 75.0 to 81.1 per cent in 2014 compared with 2013. 

 

  Financial performance 
 

  Revenue analysis 
 

51. The total revenue of the Organization for 2014 was $5,822.1 million, 

compared with total expenses of $6,170.3 million, resulting in an excess of total 

expenses over total revenue of $348.2 million, drawing upon the accumulated 

surpluses and reserves of $2,999.5 million from prior years. Figure IV.XII provides 

an analysis of revenue and expenses by their nature, as well as by segments. 
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  Figure IV.XII  

  Revenue and expenses by nature and by segment 

  (Millions of United States dollars) 
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52. Assessed contributions of $2,861.1 million comprised 49.1 per cent of the 

funding of the Organization for 2014. Assessed contributions are based on a scale of 

assessments approved by the General Assembly; figure IV.XIII highlights Member 

States with the larger assessments for 2014.  
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  Figure IV.XIII 

  Top 10 contributors of assessed contributions 

  (Millions of United States dollars) 
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53. Voluntary contributions amounted to $2,330.6 million, or 40.0 per cent, of the 

revenue in 2014. Figures IV.XIV and IV.XV highlight the major voluntary 

contributors and contributions by segment, showing Saudi Arabia as the major 

contributor for 2014 and that voluntary funding is largely directed to the segment of 

human rights and humanitarian affairs.  
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  Figure IV.XIV 

  Voluntary contributions from State donors exceeding $5 million per donor  

  (Millions of United States dollars) 
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  Figure IV.XV 

  Voluntary contributions by programme 

  (Percentage) 
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  Expense analysis 
 

54. Figure IV.XVI highlights expenses by nature, showing that the largest 

categories are personnel cost ($2,801.3 million, or 45.4 per cent) and grants and 

transfers to end beneficiaries and implementing partners ($1,822.7 million, or  

29.5 per cent). Operating expenses of $728.2 million, or 11.8 per cent, are also 

significant and comprise largely contracted services, acquisition of expensed goods 

and rental of office space. 

 

  Figure IV.XVI 

  Expenses by nature 

  (Millions of United States dollars) 
 

 

 

55. Figure IV.XVII highlights expenses by segment. 
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  Figure IV.XVII 

  Expenses by segment 

  (Percentage) 
 

 

 

  Financial performance by segment 
 

56. In 2014, segments with the highest revenue rates had the highest expense rates 

and contributed mostly to the net deficit of $348.2 million. Those segments are 

human rights and humanitarian affairs, with a net expense of $192.7 million, 

common support services, with a net expense of $196.7 million, and after-service 

benefits, with a net expense of $166.1 million. The net expense, however, was 

partially offset by a net segment surplus for such segments as crime prevention 

($99.3 million), cooperation and development ($59.3 million) and self-insurance 

plans and other insurance plans ($32.2 million). Although the 2014 performance has 

resulted in a net expense, the accumulated surpluses and reserves of $2,999.5 

million as at 1 January 2014 were sufficient to absorb the current-year deficit. Note 

5 to the financial statements provides details of financial performance by segment. 

 

  Net assets 
 

57. Net assets of $1,689.9 million as at 31 December 2014 consist of an 

accumulated surplus of $1,630.8 million and reserves of $59.1 million, reflecting 

the accumulated effect of the Organizationôs historical activity. The impact on 

accumulated surplus and reserves in the first year of IPSAS implementation is 

primarily the result of the cumulative effect of pre-2014 IPSAS adjustments to net 

assets of $1,449.1 million, the deficit for 2014 of $348.2 million, actuarial losses on 

employee benefits liabilities recognized directly in the statement of net assets in the 

amount of $944.9 million owing in particular to changes in the discount rate and the 

share of changes recognized by joint ventures directly in net assets of $25.2 million. 




