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1 The Secretaty—General has the honour to suhmlt to tha General Assembly the
comments of  the Administrative Committee on Co—ordlnatlon on the report of the
Joint Inspection Unit entitled "Cash management in the United Nations and four
specia117ed agencies (PAO, ILO, UNESCO, WHO) " (A/41/649)-

2. The Secretary~General has no addltxonal comments on behalf of the United
Vations on the recommendations of the Joint Inspection Unit.
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i ANNEX

; Commients of the Administrative Committee on Co-ordination on
| the report of the Joint Inspection Unit. on.cash management

H i in the United Nations and four gpecialized agencies (FAO,
‘P 110, UNESCO, WHO) (A/41/649)
| .

5§

I. INTRODUCTION

1. The comments that follow have been the subject of discussion within the
framework of the Administrative Committee on Co-~ordination and reflect the common
, position of the organizations to which the report of the Joint Inspection Unit was
ﬁ addressed, namely, the United Nations and four specialized agencies (the Pood and
:w Agriculture Organization of the United Nations (FAO), the International Labour

i "Organisation (ILO)}, the United Nations Educational, Scientific and Cultural
{*4~77-"-wwGrganization—(UNESCO) and the World Health Organization (WHO)). Certain other

!t organizations, not specifically addressed in the report, participated in the

1 preparation of the comments.and. wish to be associated with them in so far as they
l.. . .. . are-applicable to the organizations concerned. It is understood that, in
accordance with established practice, the executive heads of the organizations
addressed in the report will also provide their governing bodies with their own

i observations on the report and the recommendations contained therein.

i " 2. The report of the ‘Joint Inspectlon Unit on cash management in the United
t Nations and four specialized agencies comes at a time when issues related to

- effective cash management are receiving high-priority attention throughout the
organizations of the United Nations system. Accordingly, the executive heads
welcome the report, which contains a very complete analysis of the cash management
functions in the organizations. They are impressed with the professional approach
- taken by the Inspector and are pleased to note the generally 9051t1ve conclus1ons

he has reached.

;ﬁm._ : 3. . It is. apparent from the report that.the. problems_faced by cash managers in
B . each of the organizations reviewed are substantially.the same....The Inspector has
- analysed these problems carefully and has concluded that, although each
T grganization bandles 'its cash resources rather well, there are a number of areas
with scope for improvement. These are addressed in the recommendat1ons c¢alling for
strengthened cagh management and closer co-operation among organizations. The -
executive heads generally endorse the approach taken by the Inspector, noting his’
comment that the weaknesses identified do not detract from the overall quality of
performance. As 1nstrumental1t1es ‘for  ‘money management’ become 1ncreaslngly
sophlstlcated. jt is important that techniques of management, including
"“tumputerization—and—tnterhagency—consuitattonfand co-operation, be kept under close
review, having regard to the needs of each organization and the costs and benefits
_involved. The report of the Inspector is a valuable instrument in this regard.

4. The report also addresses issues relating to the receipt of resoirces,
including the collection of aSsessed contributions, which have been a matter of
concern to the organizations for many years. While the recommendations on these
__issues are addressed to member States, the executive heads wish to record their
general agreement with them, slnce they are made thh a view to _improving the flow
of cash. :
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.II. SPECIFIC COMMENTS

Recommendation 1. Thé Governments which have met all their financial
obligations concerning the payment of contributions should benefit from any
surpluses to be credited to them, proportionate'to the scale of contributions
and in accordance with the t1m1ng of their payment durlng the previous
budgetary perlod ' \

5. As noted by the Inspector, each organization has financial regulations
specifying when assessed contributions are due and ‘payable. The widespread
disregard of these provisions by member States has been a major factor contributing
to the cash-flow problems being experienced by most organizations. A number of
governing bodies are currently considering the question of timely payment of

tH assessed contributions, and cons;deratlon has been given to possible nmeasures

{ designed to improve the. flow.6f cesh., @hile there is a direct relationship between
the amount of interest earned and the timing of payment in many organizations, it
should be borne in mind that there are many other circumstances under which

: | budgetary surpluses can arise that are not necessarily related to the timing of

{ poyments by member States. The executive heads consider the recommendation of the
*L'Inspector to be an 1nteresting proposal. Should it be endorsed. by governing -

bodies, it weuld be necessary for most organizations to amend the provisions of
their rfrma!’@rial‘1999-,1@!,1005, :?1?‘;1!19,;1:9 the .d.lsposmt_lon of surpluses. e :

4 b The organizations note that, while the recommendat1on relates exclusively to
incentives to ‘pay assessed contributions promptly, delays in payment ofﬁgg;gntary
contributichs also have a negative effect on cash flow in programmes funded from
extrabudgetary sources. This aspect is addressed in paragraphs 33 to 36 of the
t Inspector's report. .

:h _ Recommendation 2. All Governments should inform the Treasuries concerned in
advance‘about the time, amdunt and method of forthcominq payments

7. While this recommendatzon 1s addressed to Governments, the executlve heads .

s fully endorse it, since reéliable information on  expected. contr1but1ons is v1tal.,_
The organizations confirm that they regularly seek information of this kind:

| ‘however, experience has shown that. -many- Governments either have not responded to .
for fequests to provide the required information or have not made their payments at the
time indicated. . As.a result, treasuries have had to 1mp1ement their short-term-- -= -
" investment p011c1es prudently; giving primary regard to contribiitisons actually

£ feceived. Advance information on likely amounts and dates of payment is an
lmPOrtant element in cash. management, since -treasuries can- functlon much more
effectively when they are in a position to estimate their short-term resource

ose | POsitions with confidence,. The.co-operation. of_member. States would be of great

s benefit in this regard,

| ov
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Recommendation 3. Organizations should, independently or in collaboration
with their bankers, develop a programme to produce the automated bank
reconc1llat10n of “their major bank accounts

8. Paragraph 42 of the Inspector's report, from which this recommendation is
drawn, reflects the thoroughness with which this aspect of cash management has been
addressed. The organizations view the Inspector's findings with considerable
interest, since they provide a useful survey of current agency practice. Those
organizations that use automated methods of bank reconciliation do so only in those
accounts that have a large number of transactions of a relatively simple nature.
While several organizations feel their present manual methods to be cost-effective,
they have expressed interest in following developments in those organlzatlons that
are introducing automated methods. -

Recommendation 4. Organizations should, more frequently, review their bank
_...accounts systematically so as to close inactive accounts

9. In some organizations, the review of bank accounts has taken place on an
~ad hoc basis. The orqan1zat10ns see merit in performing these reviews more

systematically and, accordingly, will implement the recommendation of the

Inspector, as appropriate to their circumstances, -
Recommendation-s. FAO and ILO, whlch maintain large petty cash funds to make
‘payments to staff members, experts and delegates, should arrange for a greater
number of these payments to be made by the banks on the premises and thus
reduce the petty cash funds: to an absolute minimum . [

10. _FAO and ILO agree in concept with this recommendation but wish to emphasize

that both organizations perlodlcally review the type and amount of imprest fund |
transactions to determxne whether changes should be made in the llght of condltzons

at the time.

Recommendation 6. The organxzatlons that have. not yet establlshed 1nvestment
adv1sory comm1ttees should do so e e e s et L

involved, the duration of the investments and the availability of investment
advice. For 1onger-range investments, involving large amounts of money, pericdic
policy reviews are very ‘valuable.  "But in those cages Wwhére the amounts involved~
are not large, or where investments are generally made on a short-term basis, the
need for periodic policy advice: 1s'1ess—pressing“_espectally ~“in those locations .
where highly professional investment advice is widely available on an - informal
basis,——However~=1n—the—l1ght—of-the Inspector ‘g recommendation, those’
organizations without formal advisory mechanisms will keep the situation under
review to determine whether alternative arrangements would be beneficial.

. - : : : : L l

-—--1ly . The need- for investment advisory committees is related to thé amount Of money |
1
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Recommendation 7. Organizations should attempt to improve their ab;llty to
forecast their cash p051t10n bys: Cem :

Introduc1ng a system, preferably computerlzed, which would facilitate .the
‘gathering of financial data by programme managers on past expenditure
patterns and current and future needs; and ' ' '

(1)

(ii)  Introducing a monitoring. procedure which would compare, for management
rteview and decision, its cash flow forecasts with the actual cash flow

for the period under review

12. The executive heads regard the ability to forecast cash flow as basic to
efficient cash management. At times of financial crisis, this factor becomes
critical. By far the most important element in any cash forecasting process is the
organization's ab111ty to project the tlmlng of the receipt of contributions from
member States and other contributors, since this is the area in which, )
tradltlonally, the greatest uncertainty reigns. As 1nd1cated in the response to
recommendations 1 and 2 (see paras. 5-7 above), delayed and uncertain collections
have contributed to cash flow problems in most organizations. Advance information
on the timing and amount &f payments of ‘contributions by member States is therefore

very important. . : o L .

13. —Forecasting expenditures, as noted by the Inspector, comes more directly .under. ...

the control of thewgtgan1zat;ons.‘ In the regular budget a certain continuity can

be ant1c1pated However, in the case . of extrabudgetary funds where patterns and S
trends are less .easily forecast, there should-be a. flow. of 1nformat1on between

prog:amme managers and money managers on actual and progected expend1tures.

14. As regards monitoring of actual experlence, the organizations are aware of the
need for timely internal reporting and analysis of financial data to give early
warning of trends, ‘especially in times of financial difficulty. It is anticipated
that more attention will need to be given in this area. '

Recommendatlon 8. The Consultatlve COmmlttee on. Admin1strat1ve Questlons

standardlzed method of calculation of znvestment returns in order to make
information on the investment performance of the organizations comparable

15, In paragraph 76 of his report, the Inspector has outlined many variables that
could affect the rate of return on investments, These include the currency and
country of placement, amounts and types of 1nvestment, timing and duration of
Placement and prevailing market conditions. ~The organizations also consider that
safety of investment, although not mentioned by the Inspector, is a crucial
factor;—TIndeeds—safety-should-and-must—be the primary consideration in all
investments, even. at the risk of a lower return, The Consultative Committee on
Adminzstratlve Questions will study the feasibility of introducing a standardized
system of measurement of investment return and will consider whether the results so.
derived would be of practical value on an interorganization basis., This would be
one of a number of steps being taken to improve communications among treasuries
through exchanges of views on matters of common interest.  1In view of the variables
mentioned above,. however, the organizations gquestion the value of comparative
reporting to Governments on investment performance, 91nce such reports may well.
tend to be more misleading than informative.
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Recommendation 9. Treasuries should have appropriate technical equipment in
accordance with their specific needs. The United Nations (Headguarters and
Geneva office) is particularly affected and should take appropriate measures
promptly. The matter should be glven high prlorlty by adm1n1strat10ns when
programme ‘budgets: are prepared

Recommendation;lo; EVery organization should develop a fully computerized
treasury information sYstem to be used“in an_interactive and on-line manner

16. The dynamic nature of f1nanc1a1 markets makes it highly desirable that
organizations have easy and tlmely access to information on investment
opportunities, External and internal communication and elec*ronlc computing
facilities all have a major role to play in this regard. However, the extent to
which organizations equip themselves to take advantage of the opportunities

‘available will be governed in large measure by the scale of the investment activity
in each organization and by the ava;lab111ty of budgetary resources to enhance

existing systems.

Recommendation 11. The centrallzat1on of cash management should not be
con51dered for the tlme be1ng : :

17. Thls recommendatlon follows a very useful discussion by the Inspector on the

‘nature and scope of 1nter—agency consultation and co-cperation on cash management
"*quest1ons. “The executive heads con51der that- the arguments made by the Inspector

against the centralization of cash management are particularly persuasive. At the
same time, they are cqnv;nqed of the importance of inter-agency consultation and
co=operation on cash management. - This subject ig already on the agenda of the

.Consultative Committee on Administrative and Budgetary Questions (Financial and

Budgetary Questions). As a result of these discussions, the organizations are

,:cgnfldent,thatrthe_range of informal co-operative activities can be extended,




