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Report of the Board of Auditors
on the Special audit requested by the. ACABQ into
activities ofUNP, UNA, UNOi-S and UNCEF
in the Democratic People's RepubUc of Korea
(DPRK

31 May 2007

Permanent Subcommittee on Investiiiations
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1. Bad
1. On 9 Feb 2007, put.to Arcle VI of th Finci Reguons and
Rules of th Unite Naton the Advry Cott on Adstve an Budget
Qustons (ACAB reed the Boar of Audlo (let at as anex I) to ca
out a spal aut of the opon of th Unite Natons orgasaons in th
Deocc Peole's Relic of Ko (DPRK), includg th Unite Naton fu an

prgres which fa with the Bo's nuaa~ an to re its fi to the
ACABQ.

2. In the ACAB's re to th Bo of Audto it dr th Boar's &ttion to
a let da 25 Jan 2007 (reer rm II fr th Contrner of 

the Unite Naton.
on bef of the Sec-Gen on th sae toc, wh th Contrller inca
th the sc of th spec Qaminmon fo on pas an cut colian wi the

aplicale Final Reon an Rules acunilty fror an oth
dives as wel as to en th mo ex in DPRK wen to ined repients.
The Contrller's let fb exla th th tb fo ar to be reewed shuld
include fogn c: tton st hi ac to reew loc prjec an
thei outut inlud di paymt fu Naton Exon (N prjec.

3. In th coaton of th Ch of th Boar of Audto adse to the
ACABQ da 22 Feb 200 (EgJish tnon at as Anex ID, the Boar
wrte th th aut wi inude a p!imilU reew in New Yoo of 

th opons of
UNP, UN A UNOPS an UNICE, an th th pue of the pr reew,
th oue of whch wi be ad to the ACAQ fo fuc: coideon. wil be
the drg of a deted aut sc.

4. In fu cond fr the Audt Opon Cott (AOC)
addr to the ACABQ da 2 Ma 2007 (An lV, the Ch 'of the. AOC
sta th the sc of ths aut cove th Unite Naton Developmen Prgre
(UP), th Unite Naton Popaton Fu (U A), the Unite Naton Ofce for
Prjec Serce (UOPS) an th Unite Naton Chdr's Fu (UCE. an the
Boar will re to the ACABQ an mml-ee any prliminar fiooingR, the Bo's
deled aut plan and any pr fo th on-site ph fo ACAB codeon.
. Th let fU re a 'Ite vebø to be is to th DPRK authties fu
assi with trvel aaaneu.

s. Th re cotu th rct of our wode m te of 
th abve wotk-pJ.

2. Scpe of work

6. Th reew wa coct in te of th coon auti stdas of the
Panel of Ex Auto of th Unite Natons, the spa1 ages an the
Interon Atoc En Agecy an reev Inteon Sta of Audti



Pag 4 of 28

7. In acrdce with th ACABQ's reue the sc of work fo ths prli
pha was lite to these fo enties naely:

(a) Unite Naton Deelop Prgre (UP);
(b) Unite Naton Popuon Fun (UA);
(c) Unite Natns Ofce for Prjec Serce (UOPS), an
(d) Unite Naton Chdr's Fu (UCEF.

8. Th Boar note th in adtion to th fom entities oter UN enties an

spalse ages we al acve in DPRK which wer not with the scpe of ths
aut engageent.

9.
200.

The work foc on the five ye peod ft i Janua 2002 to 31 Deber

10. The aut te was copr with mem retig the th membe of
the Boar of Audrs, an was led by th Audtor Oe of Sout Afca in hi role as
lea autor of UNP. Af acce of the spal aut en by the
Ch of th Boar of Auto da 22 Feb 2007, th te wa constu
and the prliminAr aut coen in New Yom on 19 Ma 2007.

11. Th scpe of th work as cotaed in the ACABQ reue (AIex I) fo on
foregn cu tnon, st hi an ac to reew loc prjec. The
work uneren by the te is describe as:

(a) Gater md examining doen an re
(b) Reew bac pa;
(c) Inewg pe; an
(d) Verfy evdece of fi prousy ra by the inte audt de

of the varous enties.

12. Th spal aut in th th fo ar do not constu a fu-sc cowwtt
offce aut, which normy cover a numbe of ot cots, ba on the Boar's
risk ast in a fi stent aut. Be of the limte sc of ths
asgoeo the Boar do not ~ples any opon on the fici rets of any of th
DPRK acvities of th fom enties.

13. In complyi with the minlle of th Boar th let ofrc (Anex I). an
th ti of th engaen ce as wer no coer as debe beow:

(a) Any wor uneraa by the Bo is COuc in iiid with Arcle Vß of
the Finci Reaton an Rues of th Unite Natons whch lits the work

of the ex auto to aut ~, an. do not èxd to invesgaon or
evuaon;
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(b) No coplet se of ficial sten of the UN-rela DPRK acvities wer
sutt for aut as sear countr offce fial stents ar notnory pr .

(c) Th aut was lite to peel an doents ma avale in New Yor
(d) No on-ste valdaon ofrc was peed durg th pha
(e) Thc aut work was ba on sali which may no de any an allmissents in th ac rerd
(t) Thc. Boar did not te.th vadity of payments to ulti repien as it do

not have ac to fici re oude th UN sys
(g Whe exive doents we ga an ma avaable to th Boar onyce sustve aut pr wer fo on dwg ths prliminll

pha; an
(h) The Boar ha no power or msnii of inon discver or su or

spfic rensibilty to reew imlementaon of Secty Co reluton
1718.

14. The Boar's wor was lite to th scpe of rees of th ACABQ.
Consuetly, ce oth ma which have coe to the Boar's attio~ wer not
cover dug ths phae of the sp aut. Thes ar:

(a) The evaluan of qucaons sk dues an pcomce ofloc st
(b) The cotrl an rues over th acvities of loc st

(c) Application of the rues ofDSA pe fo loc st

(d) The level of prce pad for prent of go au sece an the ra of
exchge applied; ,

(e) The occce of alege countet cucy in th UNP countr offce
(p 72);

(t) Th asgnent of rensibilty fo no-cmpliåuce (acuntailty); an
(g Th cocy be countr offce ta an cotnbuton CfmAf_, an

UNP heaua rerd.

15. All four entities co With th Bo mR1c~ docuents penn an
explanon avale as reue .

4. Major fidbp of the revi

16. The Bo ha reed th followi coclusons in re of th tb fo
ar vis-à-vi sthi foregn cucy tron an ac to loc prjec.

17. The Boar's major firun,gs ar th:

(a) In re of loc st hi pennel wer hi by UNP, UNP A an
UNCEF thugh a goveren agcy of DPRK co to reevt
inons an pr (p.~, 24, 27, 28, 35, 43, 45 an 47);
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(b) In re of fogn cu tron loc paymen ma in fogn
cues wer withut rete auty in th ca of UNP, UN A an
UNOPS (p. 52, 58,59,60,69 ao 71); an

(c) In re offt ac to loc prjec th Bo obt evdece th prec
vits ba ta pla. bu wer do 1D th suon of th - DPRK
auties, exce fo OD re prje inUNCBF.

18. Th Boar bu du th priminar ph sa&cyamud on th th
foc ar. Acy, nO fuer aut pr ha be su fo th Bo
to pe.
19. Th Boar fuer note th

(a) ther wer di pm prce am th fo enties in re of al
th fo ar; md

(b) ther wer dift in th tren of paymts tJug th. peod wi
ea entity.

20. In co with UNP's opon in may co UNP prvide
adslve su whch in pr of paymen an re-be on
be ofUN A an UNOPS in DPRK (as wel as ot enes). Acy, SQe of
th Bo's obsaton we co to UNP, UNA an UNOPS.

4. De ftdb
Staff hi4.1

21. Th aut objecve of ths fo ar.Ï8 to deine wher th enties

emloye loc. peel in ac with th reev Unite Naton Reguon,
Rules an pm.
22. Th of th eaes (UP, UN A uu UNCE employe loca pcDnol
who wer selec noinlled an ap by th Govamen of DPRK UNOPS did
not m-iJ'tlin a lo offce in DPR 8D di no diy emloy any loc st in DPRK
Table 2 shws ddo loc pa stcs by eo.
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Table 1

Loal ¡ta
Pos

Drve

1 S

Pr
Prfesou Sta

s
Adve S1a

IT Sta
FUW Sta

1 IT Of
1 FDI Aø
1 Dr S Dr2 Cli Ga

i Cok
i Tru Dr .

4
...1

20
10

22
9

(inlUil Re
R reve

So: suli by tl co
. - beor 1A8Ì of ii.. . WE - Wat an E. Sata ~
.... Exlud th DOt Co Di

23. The Bo's work in re ofstbi focu on:

(a) Agren with th govanent on emloymen ofloc sta
(b) Lo sta rebnen pr -
(c) Prces of paymen of saes;
(d) Sce ofsalares;
(e) Mea alowace; an. .
(f) Duon of cotr an sepon pr.

24. The Boar note th in th Re of th Execve Boar ofUNP an UN A
on its wor dur 2001 (E001I3S), the Execve Boar tok note of th Countr
Reew Reprt fo the Dec Peole's Relic of 

Ko (DP/CRRKl) da
13 July 2001. Th coun reew re brug to ligh then soe of the ma whch
wer the sujec of th aut, su as:

(a) "Coun off and MtMl prject 1Iti1l1 sto CQt be hired on th ope
maket bu are al by th tw Mtna exng agenies, while retantg
their a/liatin wi their retive lilf mitres. Henc, it is diflt to
sepate their role an reponsibilities" (parph 41);
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(b) "All national staff (bth at the gel ser and profesiona lel(s) are
second frm the Govet. UNP reses the Gornt for the
sala. Staff do not ha UNP cont. T1re, there are no UNP stff

peorme re. an there is no sal. compne reled to performe.
UNP ha few optins in it sta selen" (ph 59).

Agreemts with the Gorn 0" emloymen oflo staff

UNP

25. Th Bo note th UNP's Stt Basc Asce ~grent with the
Goverent of DPRK da 8 Novem 1979, ha no spc prvion fo
employmen of loc st. Howev, loc peim asst is metion in Arcle
VI, (Assesed prgre cost an oth ite payale in loc CU): "3. Th
Governme shal also co"tr to the exnses of maing th UNP
miio" i" the co by pain an to the UNP a lum su mut agrd
betwen the Par to co th follg' extu: (...) (b) Appropriate loal
secreat an cle hep, intrprete. trlators an rela assista ".

26. Ths Arcle re to th UNP pr of GLO (Goveee loc offce
cost), i.e. contbuton ma by the bo Goto~ th exes of
ma the UNP countr offce Th Govcm of DPRK do pay GLO in
loc cucy to a non-nva1ble KPW1 ba acun held by th UNP in
Pyngyg. Ths is mo fuy di in the seon on Forgn Cmcy Traon.

27. The 1979 Basc Asisce Agrent with the Goverent of DPRK did not
prvide any detl of the prce an pr fo the employment ofkx st an so
ad-hoc prctce deelop Th fo prce an pr fo employig loc
sta wer cota in a dr mmgg an incolet sece agren betee
UNP an the Govemen da 10 Febru 1981. A coy of th doen ha be
prvide by UNP to the Bo Th dr doent re to an an 1, which was to
desbe the sco of sece bu wa not prvided to the Bo. The Boar's fuings
els in ths re incate wh so of th clau of th dr doen may
cotrvene UNP strues. Th dot st inter alia th:

(a) The Geer Bu for A1 with the Dilomc Co (GBAD) of
the Goveen ofDPRK wi prvide sece to th UNP offce (Arcle 1)..However,
"UNP. rem fre to meet its reem frm SOf ouid the Bur (..)"
(Arcle 2);

(b) Lo st prvide by th GBAD "remn th em of the
Buru; UNP thus hi no obUgøns tu the peons pro by th Bureau
(...) unr Unite Natns St Rens an Ru fl. (Arcle 3);

i Nor IC Won DPlU lo cu
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(c) Monthy saaacs for loc st du by UNP ar "deerined by mutl
agrment betwen the Bur aw th Resid Repreenti" (Arcle 4);

(d) Paymen fo overe an. trvel cost ''wU be mae acrding to
regons issu by the Burea (i.e. by GBAD (Arcle 4);

(e) "All pa will be ma in lol cu on the bais of monthly
invoic sutt to the Reid Reentive" (Arcle 4);

(f) The GBAD "wll propoe persons to proe the serce" an "will
sumit to the Re Reenve th deed Curum Vita of su peon"
(Arcle 7). No spcaon wa ma abut prvidi one or seer cada for
each post;

(g) "Th durn of ser (...) will be dete on the bais of
agreellùmts betwen the Burau aw th Reid Rereen" (Arcle 9) an
"Removal of pesons (...J wiU be efed onl on th bD of mul agr an "in

such a mar as to avid dintinuty of ser" (Arcle 8). .

28. No signed copy of th agent was prvided to the Bo. Coies of the

coirndae beee the Goverent of DPIt th UNP Residet Reptave
in DPRK the Division of Pernnl (UP) an the Ofce of Lega Af of the
Unite Naton, spg the pe Fe1 to June 1981, incate reluce on
bef of the Gove:ent of DPRK to co su a Sece Agrent, an ba on
th astion, th Di of the Ofce of th Le Coun su th "th ad-
ho argement be cont unti su time. as th DPRK inic a willingn to be
more jlble".

UNA

29. UNPA was pa of UNP when the orgi 1979 agen was signed and
ther is no. evdence th UN A ha susey, ente in a spc Sta Baic
Agent 'with the Govem of DPRK On 22 Feb 2006, the Goverent of
DPRK in a let st th " no the copeatn been. th goven of DPRK an
UNP Å. will be contnu in ac wi the St Basic Asista Ageeme
betw the DPRK gov an th UNP sign on 8 Nover 1979, whh is
aplicble mutati mutais to UNPA." .

UNOPS

30. UNOPS do .not have any basc agent ente with the Go~ement of
DPRK an ha no loc sta in DPRK UNOPS alio wa par of UNP unti De
1994, an do not usy have Sta Basc Agents in most counes th it
opete in as it is a sece prvidt to UN orni7Jon an as such wor un the
spfic agent of 

th UN Resde Co or other UN enty.



Pag 10 of28

UNCEF

31. UNCEFs Sta Basc Coon Agrent with. Goverent of DPRK
da 28 Oct.be 199, st in Arcle xv (Ly Recte Pernnel Asgned to
Hourly ra) th "ßß te an condtions of emloy for peons rete locly
an tUsign to hourly ra s1ul be'in acrd with th relet United Natons

reolutns. dens, i-IU an nd an polic of the comp org of th
United Natns incud UNCE Lo rete peorml s1u1 be acrd all
faclit nesar for th i1U exci of tJ fiIU for UNCEF."

Loal staff re proes
32. The Boar note th a1loc st in UNP, UN A an UNICEF offce ar
secnded fr the Goverent of DPRK An excb of let is ma with th
Goverent to ape th rctment of ea st memer. Althug thes loc

pennel ar caed st (an wer emloye thug th Goverent and do not hae
employment co), UNP consder th its st rues do not aply to such
pens. Th Boar in its view, consde th dete th inteon, loc
pennel wer det with an ac soe righ an prvieg of UNP pel,
an so the hi prce wer evua aga th enties reevt policies an rues.

33. The UNP Pernnel Maua prvide for set of goveent offcis in
naon offce po (OHR Ch n, seon 10204, § 4.0): "Design rro1U1
off pots i1 UNP fi oJf ma be file un Ce coruti by govment
offc¡a thrugh a sec ar Send go ojJls Ct sere to
strengthen thee ojJ by prng th with a pe of th reipient
Gornt. At the so ti gove 0.J who retu to go ser at
the en of th secnd will ha ga wwuale exene th grel
inlvme i1 th pro itsf!'

34. In adtion, the UNP Pernnel Man st th "A.II UNDP reire for
the emloym 0r1Utt1U1 oJl mut be met Ì7 rect of th employnt of th
secnd gove ojJ18. 17 Go shod be iriorm of these
requiremts an that UNP reer th righ to reec ccid."

35. The Boa no th ce loc st rceni pr wer not
compliant with th UNP Pen Ma i-ied to abve. Eviden of ths is
debe below:

(a) No Le of Apt wer sulied to aut for al apintments øs
send govecct offci ha DO Appen Le frm the UN Coim
Offce;

(b) The prce aplied in st senden is th th Goveent of
DPRK excet in ra ca prvide ony one cada fo ea job, whie the UNP
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rues fo th retment of sended govert offci st th "the Govemm'is
reqed to sumit a lit of qufl carres to th ret repreent (cc OHR
Ch IT, seon 10204, § 4.0, S.);

(c) Secdmen of goverent pennl to the UNP co1r offce is
prvide for in the Maua ony fo naona offce po but not for geer sece sta
post;

(d) UN iies on rcbncnt an apintment re th. the followi
informaton be prvided: fo "Pl1" biogrhica da co of unvety degr,
medca ~llminaton, and coy of bi ceca. Neith th Govcrent nor th
cada prvided th doenon reui

Proess of paent of salari

36. The saares an mea allowance of IÒC sta emloye by the UN offce of
UNP, UN A an UNCE wer pad to the Goveren an to loc st revely
as su in th tale below.

Table 2

Metod f f . eI ..2o to peU eo
VNPIIA UNCEF CODt

Lel of S8 ar pa l- em
saes a sa scco by thGo
Mod of Ma cb paym Ba tI IU chi No moy in byth 00Cu of In cole KPW pr to In US 1D 20, dI in.. eay 200 1b in Eu EuJ
MI
Mode of By ch ma to ca By ch ma ou to th
paym pe in th off UNCE ca wh ddWl

th mo aD di it toth iDvi 81 aptnnt
CCy of In c:va KPW pr to In US$, iw to Eupa.. 2001, th in US,.wi ~20 8D 200

to Eu in De 20
D-.A.
Lel of Ra uø in 2001 foal al UN oft in DPR

100 of in
DSA ÍO Natcm

2 As iica in th inteew 8D ..1~ pr to au ;
3 cc lcu fr th Go ofDP to th UNCE oft cI 21 Ma 200 rc th
paymcc of aa in Eu



Pag 12 of28

prfe off, 75%
fe Ge Se. 50%
fo drveCu of In cole KP pr to In oowrle KPW pr to

paym.. 2001, dd in USS. iwi 2001, th USS. swtd to
to Bu in Dc 2002 Eu be 20 ID 20Ov aø

1lve co
Mod of Ma ch pa Sa mo 88 me

aUoWICu of Lo strete úú 2001 th ov (fo eJle as
paym .. 88 im ii trl co be pa in USS; swtcbc to

Bu in 202*daly ii~ aU fo oVC tt
** c: of payy ma ~ be DOII"'Collwrtible ICW pr to 199199.

37. Th Bo wa ined th all saares wer pad thug dde .Govement.
Dung th pr pha. the Bo did no pe alte. pr to
çonf whet all páyments wer reea in fu by the Goveren of DPRK to th
sta membe.

38. UNP exlaied th arsi fr movements in exchge ra in Feb
20044. th countr offce nn UNP .heua for apva to disbu the
monthy payrll in Bum in ofKPW to th goveent.

39. Ths apva was obtaed by the cotr offce frUNP Hea
Tre an Hum Res Deen AJ is shwn in Table 2, mea alowa,
DSA, overe an trvel cost we aly ma in Bum pror to Feb 200. The
Boar no th inon ofUNP hea to abann th prce ealy in 207.
The Boar wa mform th th incton was al imlemen by UNP A.

40. A note signed by the th UNP Reside Retave (R), in May 200,
indica th th mony sa for loc st wi ~ pad in Bum effve Janua
200 to ad flucOn in the exch ra. At to ths note is corrndence
beee the coun offce an tr reti advice on how to pr Tre
advi the C0 offce th it "1u no conc if yo isue pall in Eur as
opposed to won, unes yo ha a bell t/ yo wil ha a buld of loc cuen
th cat be ex. .. Fu condce fr OHR indica th "sta in
DPRK are not techncaly UN sta bu on contac frm the gcw1'. Threfore the

commn system ~ on cu ofpa do not strtl aply. I wo sut tht
certanl constaons amng UN age tD pi to ene alignt In practi. ..

4 Th DOte is da 25 Fcb 2003. bu W8 rc in 200.
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Scal of sales

41. For al entities th level of saaaes is deter IW to a saar scae
communca by th Goveren No evdece wa sulied to the Boar th a sa
smey ha ever be conduc by the UN entities in DPRK

42. UNP an UN A peel wer pad in conveeõle KPW unti eay 200. s
Since that da payments have be ma in Eur. The monthy salar is €358.50 for

naona offce an ft €243 to €315 fo ddver, cleaer an gaener.

43. Table 3 ilustrtes th lncr in the saar sce fo naona offce sice 2002.

Thes incres wer reue by the DPRK auties Th Bo was not advi of
the bas for the incr, an no th thes incr wer notorgiy buge
for.

Table 3

Level of sales of loe re penoel (naona of)
ID ID

Perod Mony sa Mcy ii Moa sa Ex"V ra
in USS in Eu in KP

.1/01102-31/07/02 233.44 501.90 1 USM.15 ICW
110812-30103 24.97 37 045.00 1 US150 KPW
1107103-3010103 274.85 42.601.75 1 Eu155 KP
1/1~3-31/1~3 310.70 41.151.50 1 Eu155 ICW
1101lOMa 04 351.50 55.567.50 1 Eu155 KPW
From Ma 200 358.50

So Sti of ii taes fu UNA (y 20 2003. .20112O ad UN (23 ii 200) 1oyrete pc;
44. In a let da 21 May 200, the Goverent ofDPRK re the UNCEF
offce to pay salares of naon prfeona offce in Bum in th amount of €375 pe
month. Until tht da UNCEF was payig for.loc stin US doll an th level of

saar for pational prfeon offce was USS375. The Boar noted th UNCEF
swtced to Burs bu did no in the level of saaaes sice nationa prfesion
offce' saes ar cuy ass pe moth

Meal allowa

45. Th Boar was inrmed ll UNP, UNA and UNCEF pay loc peel a
monthy "mea alowancen6 di (i.e. no thug the Goveent of DPRK). The
''mea alowance" amounts to €100 pe mon pe pen. Th Boa is not awar of any

enlig policy fo thes alowan.

, cr. UNP Re ~ Not fo th fi da 26 Ap206 Cf. Le fi FDRC (Gov). da 9 Ma 201; Mi oftb me ofth 0p
Ch oftJ th UN off. ofWF. UNP 8D UNCE uu Py on 6 Ap 2001; Mi of
UN Cotr Tea mc on 13 Ap20 ob fr tb iD
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, Duation of contract an sep procees

46. Duon of cont vaed beee UN ooi7.tion and the st sende
frm the DPRK aurities. The UNP Per Maua prvide th govert-
secnd offcials be apinte on a fied-te ba of tw ye.

47. The Boar note in when se penn wer reed by the
Goveen with two ye. For exle, a, foer naona prgre offce at
UN A was reed in June 200 with a five day notice' peod af Di month in
offce A let da ¡we 200 fr th UN A Ch offce to ~ Govet of
DPRK meeon th vaou 1: th th st me ha be prvide with an
th the su re1aen woud co th caty of UNP A to deive
table rets on its prgres in DPRK

48. UNCEF ba an exdJgc of let with th Goveen ofDPRK da 31 July
2001, conf th Goveren's agent to'its re for. 

th prvion of nationa
st for a peod of at lea two ye with tb days adva notice of prpose
regmen or setions. Cotr to th agen seer st wer reled
before copleton of th two ye of asgnent, as shwn in Table 4 below:

Table 4
UNCEF io DeDDeI- bre of . te
Potin D8te of eatr Ea fd i- DudoD of

"'VWate ud EESiudo Pr (W 15 Nov. 200 6 Jil 200 13 motb
Nadoal Pr--
Hea Nati Pnfel 17 Au 20 30 Ap. 2005 8 moii Nati Pr.. 2 Ma. 2005 2 Se. 205 4 mo
ii Na"" Pr.. 1811 205 31 ... 200 20 JDN1I Nat pro-- 1 ... 205 30 Se. 20 19 moNab- Se 181uu 205 22 Ma. 20 10 mo
Drive 22 No. 20 3 Se. 2005 9 moDri 22 No. 20 9 Ma. 2005 5 mo

3 JID 203 IS Oc 200 20 mo '
Trck Dr 15 Oc 20 31 Do 205 14 mo

i 5 JID 200 i JuJ 20 SID
1 JaJ 20 S Feb 2007 7 mo

Soun: UNCEF

49. Th UNCEF 200 DPRK cowtr offce rert st th .. ... th iu also
be a high rotan of natina sec sta 3 ou of 5 sta In opeations. 4 ou of 5
in progr and 3 anll st. This, high rotan of nationa sto reuire
signifcant work for the internna te. as th nely second offs who ar not
techncal need to be trne in evthing: rmtang UNCEF progr an
pr and worlg with PrMS". .
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50. Th Boar's macoclusOD in re ofloc star:

(i) Al loc stbiby UNP, UNA an UNCEF wer sende fim th~~aMm~ '
(b) Agrts ente in be UNP an th Ooem of DPRK (Sta

Basc Agra) an UNCEF an tho Goveen of DPRK (Sta Basc
As Aan) did not tbyad lo sthig is;

(c) Lo st hi prco ad by UNP wer not su by anagen with tho Govet ofDPRK .
(d) Sta se fi th Goveent of DPRK di not cotly ader to th

duon ag up with th Oova (UCE anor stat by th
UN agcy HR Ma (UP);

(0) Lo st saes wer pad to th Govema of DPRK an not to th locst diy; ,
(f) Paym to th goveen in re of send stà havo bee ma in

coveõle Won an Burs im prouy in US OO11aa;

(g Cleace wa prvide by UNP Hea peel to ma payrll
payments in Bu; ,

(h) In wer ma to the ia of pay fo loc st for Whch the B~ar wa not
prvide with the ba; an

(i) Lo st have' be reen of re cme alowace', fo whch no
enli policy wa sulied to th Bo '

4.2 Fore eaey tracoDl
51. Th ir of wo fo on whe the enties ma paymen to loc st
an sulier in fogn cu, an whet su paymen We in acrd with
the entities' iues. '
52. Th Boar fo1U th paym wer mae by al' eities at differ ties in
fogn cu, as wen as coõle an no-ced'blo loc co7. Th Bod
se out beow th deed fi.

1 Foo c.lo ro of dc nn paymto 1o11 Ilsu1i in 1b
cu mfe to Am V.
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Ban accounts maine

53. Th ban acts op by UNP locy in DPRK ar set ou in Table 5:

Table 5

UNP, UNA, UNPS

DPR
DPR
DPR

1001 KP
100 KPW
1003 BU

UNP
UNP
UNP

54. UNP pr paymen for its own opon an' on beh of UNP A and
UNOPS. Payments ar fu pr by UNP 0J bef of oth UN entities.

55. UNP prse paymen fr al th ban acunts fo opon in DPRK
The acunts wer gey us as follows:

(a) The non-cveble Won ban acunt was us for the rept of
Goverent Lo Offce Coon-(OLO fr the Oovem Payments ma
ft ths act rela may to re an utty co an wer pad diy to the
Oener Buru for Diplom (a depen with the Goverent whch prvide the
countr offce with adve su). '

(b) The covertible Won ban acun wa fied fr thè Bu acunt.
Payments fr th acun inlud intr øl, trve cots saares to loc st an

su offce co. Payments ma fr th acunt cod also be cover in ca
Bu at the ban in DPRK

(c) The Bum acun wa ññ fr UNP he. Payments &o
ths acunt included in alia, saes, DSA, allowance, ren, consta cost
smdr offce co an diy attribule prjec co.
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Th loc ban acun opa by UNCE :w as follows:

Table 6 - Se ofBu Acå for UNCEF DPR
As of 26 AI dl2007

Ba 8a Nam Cu Cart Curt
reerce Ácct NDI ba itatu

ING-NE USD
16002 DPRK 0 ClOs

AIC#5127

Op-
Cas on Ha - KPW

teca
955-01 DPRK

0 prblem to
close
lIve )

955-02
Ca on Ha - USD 0

Close
DPRK (Ive)

955-03
Ca on Ha - Bum 0

Close sice

DPRK 15/06
.

Foregn Trae
163-02 Ban USD 0 Clos

AlC # 08831402

Forgn Tra KPW
163-01 Ban 655,84.47 Pp

AlC# 08831401

Fmågn Tra Bum
163-0 Ban. . 58,96.38 Op

AlC#0831412

Sou: UNCE (ad)

57. Th Boar's wo in re offb cu tron fo on:

(a) B8D aremts;
(b) Prce fo dien BO
(c) Ba baan levels
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Banng arrangemts

58. The UNP maua on locy rete st in Chte 111. Secon 10300.
indica th "Saes an al of peoMi re s1ull be pa in t/e
cuen of the du statin.' an "Reqts for pa or pal pat in covertble
cuenc or acce to pulues in had cu ma be appro e:tiMly by the
Heaers Lo Sall Stng Comme oft a co-b bD." Th
Boar note th the UNP coun offce pad saares an alowace for loc st
fr either the Eur acun or th convérble Won acun cont to the
above-mentione in althug UNP conted th su pennl wer not
UN employe.

59. The UNP spal tr inon on CUcy exèbe ra iss in Iww
1992 includes the nne th "To t/e ex poible al lo extJ of a jù off
must be pad in non-cnvle lol cu an Reqts for pame or pa
pa in convle cu or acce to pues in ha cucy ma be
approved exptina by th Heas Lo Sa Strig Comm On a
coby-c bais.". The UNP Fin Ma was upd in 200 an does
not any more co ths gudace. The Bo note th th re which shul have
be pad out of th non-cnverble Won ba ac we pad frm the Eu acunt
and no evdece of apva by the Hea Steg Commtt thf was
sulied

. 60. UNP's Standanl-Bac Agrent with th Goerent ofDPRK in Arcle V.
provide tht "Mone pale to tl UNP .. slul be pa to the ac designte
for this puse by tl SecetGe of t/e Unite Natns an shal be
adniter in accrda wit/ tl aplic FUU Reltti1l of the UNP. ..
Th Boar note that cont to Arcle 6 of th Sta Bi-c Agr~ UNP
mae loc paymen in fogn cues.' .

. 61. Anex VI ha be pr by UNP su the differt ty of
payments ma. The anex bigbts th UNP pad io sta cost loc alowace
and oth loc co in Eur an covertible Won. .
62. Th cm Resde Retave (R) in UNP rey inca to the
Boar tht when he ased his asgmeo in Pyg in July 200S. th paymt of
varous cost in foregn cucy was an esli pnce He inca th in his

un the adva fo gOvem cote wa th if th go a chue in
Euu. they wer mo ce th th acy reved Eum diy to th acunl If
they ge a conver'ble Won chue th ha to cover the Won into Bu in th

Forgn Tra Ban whdd may tae soe ti an th wer not su th th wi
always reve th Bum. He ad th aner COon may be th lø of
coden in th Won. Esaly af th ecc adjus in 200. he un
th inon was high so fop cucy woud have be mo se. Th was hi
ason as to why. the goveren cote ppefem Eur paymen. The RR
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indicate tht inona st in DPRK do not hae ba acunts and to hi
knwlede, nether did naona st. Accrdgly, inon st wer pad pa of
thei salar in Eur ca diy by th comr offce in orer to pay thei livi
expees.

63. UNCEF Fincial Relatons an Rules with re to cU trons
ar as follows:

Regutionl1.2: Th Ex Direr in acrdt with the aims an
objective of UNCEF s1ul ti the reqre actins to ma jùl an
effct use of all cuies avlD/e to UNCEF.

Rul 111.12: The Comptrll ma estalish procures for the
acquisition an utlisaton of cuenies held by UNCEF

64. The Boar was not mae awar of any spfic cmcy roes for payments of
loca sta saares at UNICEF. .
Procedures for dibueme

. 65. Ba on th deed tron scedes sulied for UNP (inudg
troi conduc fu UNA an UNOPS)I, th Boar mae soe prlimi1)ßry
obsertions whch ar reec beow. The infoon sulied wa not vered and
no sour docents wer C,nmine for th pha of th aut

Paymen ma ft Bum an Converble Won acæt

66. A reew of the paymts fi the acunt indica th in ce ince -
overe an mea alowace wer pad diy to a loc st mem who would ca
the cheq an distbute th ca to loca pel. As th supp dots for

8 Th Bo wu 8I wi de11 øc. by UN h-- tr fo dd fonowca
(a) T* ~ &o dd Eu 8C
(b) Tof cI &o dd KP CD1/'be 8C
(c) Tof di1i th K. lI'be IC
(d) Tof cliill fi UNP IC 01 bb of oI qa fo dd pa 2020 (2

to 203 no lUee
(0) Toc 1n-- pa toddfo GoiCoot dq .. Gc Bu fo ~ .
. Min ofForll A1
. Min ofForpp Tn
(f) Tot ll-- to wn ided . 'Noa St;
(g) Sa of tn fi 1h Eu IC fb 20-203 i.ll dd pp we m8 in fb

cucy fb 10 8881 II 8l1o rc CO utty cx -- oi indr ofce CÇ (pAd); .
(h) Sale of lrOl fr th Bu IC fb 2020 ii th pa" wa mm in fongn

Clcy fo lo I8 If 8I rel8 CO ud C0 im od IU of 1I.
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th paymts wer not kep in the heua in New Yor the Bo wa not able to
ver any contrls exer over thes paymen. .

Paymen mae to venr 'Natona Sta ftm th Bum acunt

67. A reew of th payment schedes sulied ftin Atlas (E syste ofUNP,
UN A and UNOPS) ùica payments to a vcc 'Natona Sta withut
ideg the nae of the st The payments pry relat to mea alowance
and overe. It could not be de to wh the ac payment was ma withut
refer to su docuents. Th Boar also note a nun of ince wher
ther wa no deption of wh the paymt reat to on the Atlas syS an it was
merly ma as 'N/A' (DOt aplicale).

Manua payments - ulti beficiares

68. Al payments ma ftm the Eur, coverible Won an no-convcnble Won
accunts for the peod 2002-200 have be re as maua cleque paymen. No
cheque wer held in New Yor thre in ths.ph the Boar did not have ac to
the pad cheque. The Boa was th unle to de wheter th chue wer
mae out in the nae of the ven or for ca an therfo unle to de wh
ac ca payments may have be ma to loc sulier or st

Payments to loca supplier

69.. A reew of the paymen (as exed fr the Atlas sys) mad ft th
Eur acunt an the KPW covertible Won acun inca th payments wer ma
to vendors which wer reflec as be loc sulier. .Th is cotr to the UNP

spial tr inon of Jun 1992, whch di tht nonveble loc
cucy be us for al loc extu.

Rentas

70. UNCEF indica th it did not pay any re fo the offce sp it ocies At
UNP, the monty retas with effec ftm 1 Janua 2007 with th Goverent of
DPRK was KPW 507,345 (US $3,590.12), an prouy KPW 468.100 (US $3)12.4 l).

The Boar DOte th UNP pad loc ~tas in for co.

Bank balae levls

71. A reew was pefummed of th ban babroce of th th UNP acun. The
Boar noted whe non-cveeöle Won ba wer mataed diburents for
loc cost wer st be mae oUt of the Bum an convertible Won acunts.
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Counterfeit curency

72. In the cour of the audi UNP st aleged tht th UNP DPRK countr
offce ha in its posson $3,500 of C01mtet Unite Sta cuy. UNP
indica to the Boar th "...Ï1 agee witJ th US auori. the supecte
counterjit dollars wee hand ov to th US autrities on 20 MaTh 2007 bb New

York ..." Th Boar did not investigate ths ma fu as it do not fomm par of th
Boar's ma.

73. The Boar's mai amclusons in re of foregn cucy trons are:. .
(a) UNP mae soe paymen to loc sulier an loc sta (includ

alowan) in foregn cu cont to th Sta Basc Agren an as
detled in par. 58 an 59;

(b) No formi- auton wa prvide to exempt the UNP countr offce ftm

coliance with th reevt inon (p. 58, 59 an 60); and
(c) The Reguaton an Rules wer not sucieny coenve in dP.Hng with

DPRK countr offce paymen in loc an foregn cucies~ .

4.3 Accs to projects

74. The Boar foun th fo acvities for al entities, prjec ac to UN pennel
only oced in a cord way with th authon an susion of DPRK
authorities.

75. In th inte of extig asstce with trvel argeents the Boar

reues for a note verba (reee to in the let in Anex 4 ft the Ch of the
AOC). Th note verba wa is by the Chf de Caet of the Execve Ofce of
the Sec-Gener on 12 Ma 20. In an e-ma da 11 Apr200; ~e Boar
wa inored th on 20 Ma 2007, th De Peren Reestave of DPRK
aded hi th his govemaa was not goin to exte an coon to UNP's
audit

Stada Basc Aaisee Agt (UP)
76. The Agrent prvide fo ac to prjec site as debe in tt followig
peent seons:

a. Und Secon 2, Arcle IV (Ion coce prjec), it st
th "11 UNP ro tI th Go shall be ket cuntly inform
of the progres of it flmta acties uner ti Ageemen. Eier Par
shal ha the right. at an time to obser the progres of operatns on UNP-
aSted projects. ..



Pag 22 of28

~. . In Seon 3, "Th Gorn shalt subeqt to the completin of a
UNP-asisted prject, ma avle to th UNP at its requet informon as
to befits de frm an actties unrt to fuer the pues of tha
projec, inluding informtin necsar or apprie to it evluatin or to

evuaon of UNP asista an sha conslt with an permit observtion by
the UNP for this pue. "

c. Unde Secon 1, Arcle X (Facties fo execon ofUNP asst),
it al st tht " .. it shall, in pa, grt them (UP, its Excung
Ag, their tart an othe serv perm seres on thir behalf the

followi right tulacli:
c) acces to aite o/work an all neary rights olwa... "

77. UNOPS prjec wer wholly UNP fu prjec whery UNOPS ac as th
implementig agency for UNP. UNOPS imlemen prjec based on a signed prjec
doent an budge resion reve ft the UNP countr offce.

StacI Baic CooperatiD Agrt (UCEF)

. 78. Th Agrent li prts spfic prviion alow prjec site visits
as follows:

a. Und Ite 3, Arcle m (Pgres of Coon and Master Plan of

Opon), it st th "Th Go shal permtUNCEF ojJials,
exrt on miion an peO'l peormg servce for UNICE to obser and
monitor aU phaes an aspets of th prgr of co-opeation. "

b. Und Ite 1, Arcle XV (Acc Facties), it fuer staes th
"UNCE ojJls, ex on miion an peSO'l permng serces forUNCEF sha be ent~ to: - .

a) To prompt cle an isSU, fre of clue, of vias,
lic'les or pe, wh re;
b) To unmp ac to or fr the co, an withi the
coun, to all siÚ! of copeon acti, to the ex near for
th imlemn of pro of copen. " .

BaekDDd-proJee aet

79. One of the th foc ar of th ph of aut is .wher the agcies ha .
adeq ac to the prjec they fied as th cotion is entrched in the entys
agrents with the hos cotres. an is a cctica contl an monto consdeon.
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Pre Expdies
80. Prgre asst cover al extu relat to prjec Thes
expetu includ trvel, pren of sulies mates and equipment,
monitori acvities, paymen of sales an other ex th ar diy chaged to

the prgre/prjec. Table 7 shws the det of prgre expetu for ea
of the four entities fo 2002 to 20. UNOPS' expetu is reec on its own but is
also included with UNP extu as UNOPS imlemente prjec whlly on
bef ofUNP.

Table 7
Pre Exptu (bb US DoHa)

..__. _i 10 20 22 i- TotUNp. 1 888,187 2.333.196 1.164 00 3,272.00 4.568,00 13.2.383
UNA 448 752 670.078 974 60 973.499 1,012.335 4,079,024
UNCE 8.23,039 7.45768 18 087 '27 12.683.671 8,731.10 55.2,427
Tota 10,559,978 10.46.954 20,225 87 16.929.170 14.312.145 72,527.834
UNOPS 731,019 261,610 (271,2) 1,341,663 2,2,597 4,329,635

Source: Agen supUed rert
. UNP reorde programm exnditues inud those tha UNOPS ined on its
belf
81. Table 8 dets th num' of prjec. at th row UN enties for the ~ 2002 to
200. The prjec ststcs fo UNP also includ th prjec reflec for UNOPS
which is its implementi paer. .

Table 8
Number of act projec per eatity

Aeeney 2002 203 20 200 200
UNPand 31 41 28 33 39
UNOPS
UNA 2 3 4 3 2
UNICEF 9 9 9 9 10
Tota 42 53 41 45 51
So: Agen suli da
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82. Furer clasficaon of th prjec modities for UNP is shown in Table 9
below:

Table 9

Ty of UNP Prjeets

2002 2003 200 2005 100
Natona Execon Prjec 15 23 15 17 13

Execon Prec 3 4 4 6 13

Oter A 13 . 14 9 10 13Tota 3141 28 33 39
So: Suma of UNP'a ~ Exib by DD So (For 1'able Nos 8 tm 9,
inofar as UNP is corr

83. The prjec focu on th followi key ar:

(a) Ecnomic maen foing on ecnomic grwt foregn tre and
invesent in an gen re for soal an ecmic
devlopent;

(b) Imprved sule en so;
(C) Imprved envinmenta ynan8geen an contribut to sule us of

envinmenta reur;
(d) Incr foo avaabilty at th housld an nationa levels; and

(e) Imprved basc soal serce fog on pulic heath cbd an maten
heath an nutrtioIl educaon wa an sataon.

84. For UNP, UN A, an UNOPS, most of th prjec wer imlemente diy
by the entity. UNICEF, over al its own pr us implemen par.

85. Invidualigs of prjec as prvide by UNP, UN A an UNOPS ar
showi in Anex vn . UNCEF prvide th Bo PrMS li of prgres. as
shown in Anex vm.

Procures for proj~ ac

86. Thugh enui, the Boa wa advi by th entities th the pr fo -
prjec visits wa to re .clea or auon ft the goveren thug the
Mist of Forgn Af; Re wer ma either in wwtig or ony. The
Mi of Foregn Af th coroinlled su re with th conceed mi
(M of Forgn Tra Mi of La Envient Li Ofce, oth off)
involved in th imlemen of the prjec It usy tok a wee to pr th
reue Once the re for prjec vit wa grte an offce Û' the conceed
Mist and a trlator fim the countl off acpaed the viiti te to the
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prjec site The Boar was sulied with doents or re (on a sample bass) which

prvided indicaon tht ac to prjec wa inde given to enty pel.

87. Bas on the inoo ga ii th fom entities th wer no wrtt
coe of cond beee th entities an the goveren whch incate poble
recton in ter of ac tó prjec. As desaibe abve an based on inteews,
the Boar was inor th ac to prjec coul oDly be cond un the

suon and with the apva an esrt of th reves of the Goverent of
DPRK

88. The Boar note th the cotrl over the prjec ac exerse by the DPRK
auorties, was not in line with Arèle X of the Sta Basc Agen ente into
beee UNP an'the Goveren of DPRK whch prvide th "the Goernt
shall, in pacuar, gran the tlfollowig right anfaclies: on (c) acces to the site
of work an all nesary right of wa; (d) free mot wihin or to or frm the
coun, to the ex near for proper execuon ofUNP asistanc ..... "

Natue and freuency of projec viits

89. Monitorig and evuaon of th imlementaon of prJec is a aitica contrl.
For eac entity, th Boar se out beow the doents, exlanons and evdence
suprtg the contetion th monitoevuaon an 'a to prjec did tae
plac. However, the Bo did not ver du th ph "th vadity of payments an

ac of the re an cxJaoo tùed as wc1 as any comments contaed in
the re on the prjec p1imi"g an implemenon.

90. The Boar note th in the aut uner by OAPR KPMG of the UNP
offce in May 199, one of the fjndiag was th in th out of five prjec se~

ther wer no field vit re &o 199 - 1998 (Pjec No. DRK920111AJOI199),
frm 1996 - 1998 for Prjec No. DRKS/0011B119 an frm 1997 - 1998 (Pjec
No. DRK7/OIIAJOII9). 'Is wa no in ader to the rcent of at lea one
prjec vit Pe ye (in re to al onin prjec) an to doent the visit on
relevance, pece prgn an eay sign of sues an diffcuties.

91. For UNP projec moto anor evalon vits as aplicale wer
underen int alia, by the co1D offce reenve prgre mllger,
Regiona B~ sty tour grup or naon an inteon constats. Reprt
submtt in su of the prec site visits an monito an evuaon wor
includ

(a)
(b)
(c)
(d)
(e)
(f)

Inte prgn re;
Assetlon re;
Field visit rert;

Fin re on prjec;
Anua prec rmcw rert an
Evauaon an prjec pron mion
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92. For UN A prjec site visits by th Coun Dir in Beijing wer done
usly at lea onC in two mont th UN A coun offce at lea on a mon an
at ties by the Tecca Sup Tea (Comtt Sup Tea) in Bak'. Ther
wer also in of evuaon visits done by naon an inteon cotats.
Among the re sumitt to cover thes vits inud th foUowmg:

(a)

(b)
(c)
(d)

Evaluaon re of UN A's an brdg prgres in DPRK for
2020;
Field mODto visit rert;
Field offce ttp rert; an
Mion re on worg vit to DPRK

93. As pe the prjec li sulied by UNOPS, al prjec wer viite in 2002,
200, 2005 and 200 an no visits oc in 2003. Th visits wer unen by
UNOPS Porlio Ma an intemonn constats fo suon an montog
of projec acvities The Bac to Offce re wer with the UNP Coun Ofce
an wee not reewed by th Bo.

94. In its 200 DPRK coun offce anua re UNICEF mentioned tb
"Restrctions on ac to ce pro an corm contnu. UN sta ne to
obtain prir cIet frm th gov before rmng jìld trps evn to
provinces and coues whe we ha acs. . .Some the are den withut
assignng an reaon. Combine wih th baer 01 commicg direcly with
commities and chien the retrctons serly haca OUT ability to monitor th
situtin of wome an cJ an the im of our intervtions on th grun. ..
Elseer in the sae re UNCEF st th "Lite j~int fi viits with
counerp an limited acs to famlies an cas do not allo for feed

from th end-user of the ser an str imleed. TI alo le to lack of
opportti to be in cot diretly with the commty to condt operationa
research such as foc gr discuion teC. ..

95. Dete th rcçton prjec visitS have bc caed out on acible
prjec as inca in th to num of days ~ st spt in the field pe ye
fr 200 to 200, ba on Trave Audon (rA's): 2002 - 337 days (71 TAs);
2003 - 283 days (117 T As); 200 - 40 days (134 TAs); 2005 - 428 days (222 TAs); an
200 - 271 days (179 TAs). Beow is a lis of evODstesassecnts su
by the countr offce to th UNCE HQ Evauaon Ofce:

(a) DPRK Nuttion As 2002;
(b) Anysin th Ca of Chd Stu in DPRK 2003/001;

(c) Ing Wat Suply an Santaon Cover in Hye City, Ryaaag
Prvi 2003/003;

, Bas on iD with Br Ma, So im Wes A8 bn Aa aa th P8 Divi
UN A. He wu a fo Pr Ot, UN A Regi Of Cb wh ba co ii
prject site vits in DPRK



Page 27 of28

(d) Assessent of wat suly and santation in Bukc1ng Coty 20000;
(e) Ast ofwa suly and sataon in Ri County 200003; an
(f) Asen of wate suly an sataon in Unr County 20000.

Field vits eoDdlet by IDtemai audi

96. Dug the ye 2002 to 200, ther wa no incaon th field visits wer
underen by inte audton of al entities althug ar in progre maen
wer par of the aut sco

97. The Boar's mai concluson in re of prjec vits ar:

(a) Sep basic agents ex beee UNP, UNICEF an the Goveeent
of DPRK to prvide for ac to prjec sites; .

(b) Projec visits by UN peel or th retaves tok plac only af
arents wer mad thug the Mist ofForgn Af;

(c) Monitog an contrl visits wer ùneren by pennel of al entities
retig in the prucon ofvaaou sitejec re; an

(d) Some UNCEF prjec vit reue wer not apved by the DPRK auorties.

s. Review of IDtem" audi report .

98. The Boar peored a reew of th in aut re is at UNP,
UN A and UNCEF. No re wer is for UNOPS. A sw of th fidingq as

aplicale to the ar note abve and the st of implementaon as prvide by
mageent of the entities have bee incl in Anex IX .

99. The implementaon re fued by maent indica th for al th
entities, some findings reed un ím~emenon or unplemente. As prously
rert by th Boar (A/6115/Adl, pa 431) in it long-form rert for UNP fo
the bienum 2002005, the Boar wa co abut the low imlementaon ra of
intc aut remmenon UNCEF ad the Boar two of th 15
reenons iss by th Ofce of Inte Au wer not implemente as at IS
May 2007.

6. CODdodoD

100. Th Boar ba in ths re deat with th th foc ar contaed in its sc
an prvided fidi an couson Aocy, in re of th cu sc th
Boar ha not sugges any iùer pr fo it to perm
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101. Th finmnp co in th re wi be Code fo incluson in the
Bo's long-for re to th Ga Asbly in th au bieum Th Bo
al ta th opty to highgh th in it prous re it rase relat
obson in re of in alüü hum re nigemt, ca maemen--.npr~-- . ~~

. -'. (Si Phi S'aFir Prdet of the Cour-of AccW:f Frace
(Chai United Natns Bo of Audto)

..

~~
(Sign Tetce Nombebe

Audtor-Geer of the Reblic of So Afca
- (L Audto)

. (Signed Guero N. CanpeChan Phippine Coon on Aud

31 May 2007
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I. Executive Summary

Objectives and Scope

A limited scope audit of the UNP Office in Democratic People's Republic of Korea (DPRK) was
conducted in the field between 2 and 13 August 2004. Due to the absence of a programe
specialist on the audit team and due to time constraints, the scope of the perfonnance audit was
reduced and limited to an assessment of the following areas:

. Management of People
Development Services
HR Administrtion
Procurement
Financial Resources

.

.

.

.

In OAPR's opinion, the overall perfonnance of the UNDP Office in DPRK was partially
satisfactory over the period 1 Januar to 31 December 2003.

Overall Opinion

Overall, the Offce's operations are satisfactorily managed over the period of Januar to December
2003 in the areas of Finance, Procurement and Human Resources Administration.

The overall rating of partially satisfactory is based on the overriding concern over the long tenn
sustainabilty of the Offce in tenns of office capacity.

The long tenn sustainabilty of the Offce is critical given the need to increase capacity in tenns of
both international and national staf for satisfactory project delivery. However, this is constrained
by the limited statu of extr-budgeta resources as at the end of 2004 (suffcient for only 10

months operations) and lack of capacity and continuity of Governent seconded national staff who
are not competitively selected by the Offce.

In an effort to increase capacity, the Offce has addressed the issue using inappropriate and short
tenn solutions such as use ofTRC and project resources to fund staffperfonning Offce functions:

. The Offce has requested RBAP approval to use TRC funds to recruit thee international
and two national staff to effectively implement the proposed Global Fund for AIDS,
Tuberculosis and Malaria (GF A TM). The request is only for one year and there is no
funding plan in place for these staff beyond the first yea. This approach of funding Offce
capacity from TRC is inappropriate as TRAC fuds are not being used for development
projects, but instead are being used for adinistrtive support costs. Bearing in mind
donors apparent concern on fuds not being used for humanitaran and development

interventions, in OAPR's opinion, expenditue incurred under this Project Unit would not
confonn to the puroses for which TRAC funds have been appropriated. Additionally, this
wil result in inaccurate financial reporting of donor funds as project delivery figures wil be
inflated and administrative support costs understated, giving misleading infonnation that
delivery has increased with no apparent increase in authorised posts or staffng costs. This

short tenn solution is also not sustainable for a programme that is medium/long tenn in
nature as the GMS eared from administering the fud in the first year is insufficient to
cover the costs of the additional staff, beyond the first yea.

. One international UNV, one national Programme Offcer and one national Programme
Assistant are perfonning both Offce and project functions, but are being fuded entirely
from two projects, and not from the offce administrative budget.
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Key Offce positions have been filled using contracts of limited duration, or are Governent
seconded staff who do not hold UNP contracts:

. The Operations Manager post which is a core and critical function for the continued
activities and long-term sustainabilty of the Offce, has been held by staff on short term
contract modalities such as SSA and ALD funded from extra-budgeta resources. This is
not compatible with the long-term natue of the functions of Operations Manager and due to
the limited status of extra-budgetar resources, this critical post cannot be funded in the
long ru; and

. All national staff are seconded from the Government and are not recruited with UNDP
contracts. The Offce has no control over recruitment of staff as the Government only
provides one candidate for each post and does not provide detailed qualifications, work
experience or personal details to the Offce. The sta are recalled from UNDP at the entire
discretion of the Governent.

In OAPR's opinion, RBAP assistace is urgently needed in terms ofa long-term strategy and action
plan to increase the capacity of the DPRK Office.

The other areas that require the Offce's attention are:

a) Monitoring project outputsobjecives by consistent implementation of annual progress

report, especially for projects of significant value;

b) Strengthening the transfer and monitoring process of project non-expendable inventory to

the Governent via evaluation by the Offce's Contracts, Assets & Procurement (CAP)
committee, ensuring inventory lists are complete and certified by tl;e Office/executing
agency and ensuring that projec equipment is received by authorised Government
personnel; and

c) Implementing the recovery of support services provided by the Offce to NEX/EX
projects.

Acknowledgement

The audit team wishes to extend its than and appreciation to the Countr Director and the staff of

the UNP Offce in DPRK for their availabilty and co-operation during the course of the audit.
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Ratin s Summa
Category

1. Country level programme

1.1.
1.2.
1..
104.

CCA and UNDAF
SRF and CCF/Countr Programme
ROAR verification
Outcome monitoring and evaluations

2. Management

2.1.
2.2.

Planning and monitoring
People

3. Knowledge-sharing and implementation of practices

4. Parterships and resource mobilisation

4.1.
4.2.
4.3.

Parnerships within the development community
Resource mobilsation

Government relations

5. Support to UN coordination

5.1.
5.2.

Resident coordinator role
Common services provided by the offce

6. Advocacy services

7. Development services

7.1.
7.2.
7.3.
704.

7.5.

Project design, appraisal and approval
Project monitoring
NEX/GO audit process
Country offce support to project implementation
Management of non-core contributions

8. HR administration

8.1.
8.2.
8.3.

Offce staff
Project/other staff

Consultats and temporar assistance

9. Procurement, inventory and offce premises

10. Financial resources

i 0.1. Commitments, disbursements and receipts
10.2. Banking operations and cash management
10.3. Monitoring financial resources

11. General administration

11.1. Vehicles

11.2. Travel, shipping and hospitality

11.. Security

11.4. Registry/records

11.5. Housing (where applicable)

12. IT and communications

Note: N/A = Not Assessed, D = Deficient, PS = Parially Satisfactory, S = Satisfactory

UNDP Offce in DPRK

D PS S

Not Assessed
Not Assessed
Not Assessed
Not Assessed

Not Assessed
Deficient

Not Assessed
Not Assessed
Not Assessed

Not Assessed
Not Assessed

Parially Satisfactory

Parially Satisfactory

Satisfactory
Parially Satisfactory

Satisfactory

Satisfactory
Satisfactory
Satisfactory

Not Assessed
Not Assessed
Not Assessed
Not Assessed
Not Assessed
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II. Introduction

Objectives

The audit was conducted according to the audit approach to CO audits which objectives are
summarised as follows:

1. To provide senior management with a holistic assessment of CO perfonnance that identifies
significant constraints, if any, preventing COs from achieving fully satisfactory perfonnance.

2. To provide Offce management with feedback, both positive and negative, on the Offce's
perfonnance and potential for improvement taking into account lessons from experience within
the Offce as well as from elsewhere.

3. To strengthen accountabilty for good and poor perfonnance by documenting findings and

reporting results for follow-up by senior managers.

4. To verify results reported by COs, such as those contained in the ROAR and MR, which wil
enable bureaux to better target their monitonng and support activities, and glean lessons for
improving perfonnance across all COso

5. To assess CO compliance with Executive Board decisions, UNP Financial Rules and
Regulations and UN Staff Rules and Regulations in order to protect the accountabilty of the
Administrator to the Executive Board and the Secreta-General and report instances of non-
compliance for infonnation and consideration of perfonnance measures.

Scope and Approach

The audit was conducted in accordance with the document - OAP R Guide to Assessing and

Improving CO Performance, which is available on OAPR's Intranet site.

Period of Audit Mission

The audit covered the period of 1 Januar to 31 December 2003 and was conducted in the field
between 2 and 13 August 2004.

Audit Team

The audit team included two OAPR staff and one auditor on loan from the international audit finn
Ernst & Young in Malaysia:

. OAPR/SC-Malaysia
- OAPR/SC-Malaysia

- Ernst & Young, Malaysia
.
.

The audit team did not include a prograe specialist, which would have pennitted coverage of

programme areas.

Office Management - = Redacted by the Permanent

Subcommttee on Investi ations

The Office's management team is compnsed of:

. RRC from August 2002 to July 2004;
Countr Director since December 2001; and
, Operations Manager since July 2003.

.

.
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II. Operational Overview

DPRK is a country in a special development situation. The population ofDPRK has suffered from
food shortages and a decline in general health and welfare standards due to changes in external
circumstances, i.e. loss of traditiona parerships with socialist countres since the late 1980's, and

a series of severe natural disasters thoughout the second par of the 1990's. The countr has also
suffered from imposition of economic, diplomatic and other sanctions. The extent of the countres
diffculties is indicated by a 50% drop in gross domestic product between 1992 and 1998 to just
over $ 1 0 bilion. 

1

Economic constraints and natural calamities have led to a rapid erosion in the quality of economic
infrastructure. The energy sector has been severely disrupted, parly due to the flooding of

coalmines and parly due to a lack of fuel supplies. This has led to a severe disruption of

agricultural and industrial production. Although having recovered since 1997, agricultural
production is around half what it was in the 1980s. The reduced capacity of the country to obtain
commercial imports has led to a shar decline in the availabilty of food, and to a great deal of food
insecurity.2

DPRK receives extensive humanitaian support from a variety of bilateral and multilateral donors.
Humanitaian assistance is largely in the form of food aid though the World Food Programme
(WFP), which averaged over $200 m anually over the last four years. The amount of food aid was
estimated at approximately $2 bilion between 1995 and 2003. WFP and FAO estimates suggest
that the countr has a food deficit of 1 m tonnes of grain per year.3

The re-emergence of the nuclear issue in October 2002 has resulted in deterioration in the relations
between DPRK, Republic of Korea, Japan and the United States. This has resulted in continued
reluctance of some donors to provide humanitarian assistace. Most donors are reluctat to support

rehabiltation and development activities until the nuclear issue has been resolved. The negative
impact of the nuclear issue was compounded by the Severe Acute Respiratory Syndrome (SARS)
epidemic in 2003, due to DPRK's proximity to China.4

The first CCA for DPRK was finalised in March 2003 and was a collaborative product of the
UNCT, Governent, resident NGOs, non-resident agencies and other development parners. The
joint UNCT/Governent Steering Committee was co-chaired by the RC and the Secretar General
of the National Coordinating Committee. Seven Joint Thematic Groups were established
identifying the following priority areas:

a) Food Security

b) Health & Nutrition

c) Water, Environment & Sanitation

d) Education

e) Gender

f) Development Cooperation

g) Energy & Environment

i Second CCF (2001-2004)
2 2003 CCA
3 Country Programme (2005-2006)
4 Resident Coordinator Annual Report for 2003
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The UNAF is planed for 2004/2005. Several short term formulation missions on the UNAF
have been underten.

The following UN Agencies are represented in DPRK:

As of 30 Apr. 04 . Personnel
1

2

3

4

5

6

7

WFP
UNICEF

UNDP

WHO

UNFPA

FAO

OCHA

Total 5

40
10

5

3

1

1

1

61

IAEA had consultats in the countr until late 2002. None of the UN Agencies share common
premises with UNP.

The CCF (2001-2004) identified thee areas of concentration which were agricultue, energy and
transport.

The draft countr programme (CP) document (2005-2006) reflects the intention of the UNCT to
haronize programming periods and lay the foundation for a possible CCA and UNAF. The
funding of the CP amounts to $22 m, of which $16 m is regular resources and $6 m is ITom other
resources (GF A TM of $5 m and GEF of $1 m). As at July 2004, the CP has been submitted to the
Executive Board Secretariat for approval in September 2004.

A critical role of the proposed two-yea programme is to build the human capacities and knowledge
base needed for adjustments in three areas:

a) Rural sector and natura resource management;
b) Economic management; and

c) Social sector management

Due to the extensive humanitaian support and food aid, the former RRC was a WFP staff
assuming the fuctions ofWFP Representative and Humanitaan Coordinator.

Internet connectivity to the Offce was only available to the Offce in September 2003, with the
VSA T installation.

5 UN Security Plan as of September 2003. Consists of international staff only, including UNVs.
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Programme Resources

Areas of Activities for Onaoina Proiects

.. ..
48o/~~30%

II Environment

II Povert

II Gender

II Governance

II Special Dev. Situations II Other

As at December 2003, there were 31 on-going projects with a total budget value of $12 m. The
largest share of programming resources is to Environment (48%) and Povert (30%). This is in line
with the CCF (2001 to 2004) where focus is on environmentally sustainable development towards
reducing povert and improving the well being and security of 

the poor.

NEX and Government Counterpart

Execution Modalities Modalitv of NEX Deliverv

0%
8%~%..

100%

II UN Agencies (excluding UNOPS)
II UNOPS
iiNEX

DEX

II Direct Payments II Advance Payments

Out of the total budget value of on-going projects of $12 m, 48% is NEX, 40% is executed by
UNOPS, 8% is DEX and the remaining 4% by other agencies. The Office is providing 100%
support services to NEX projects in tenns of direct payments.

The Offce's main Government counterpar are the Ministr of Foreign Affairs and the General
Bureau for Cooperation with International Organisations, Ministr of 

Foreign Trade.

UNDP Offce in DPRK
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Peñormance Indicators

Level of PrOf!amme Responsibilities

RBAP UNDP
Average DPRK

Number of ongoing projects 49 31

Number of programme personnel 38 6

Number of Projects per programme 1.3 5
personnel
Annual Project Expenditure per 344 314
programme personnel ($OOOs)

Average budget value per ongoing 1,342 390
project (in $OOOs)

The number of on-going projects in DPRK of 31 is significatly lower than the RBAP average of
49 projects. Due to the small number of programme staff, the Office handles a significantly higher
number of projects per staff (5) compared to the RBAP average of 1.3. However, in spite of the
higher number of projects, project expenditure per staff in DPRK of $314 k, is less than the regional
average of $344 k.

Due to the lower number of projects and project expenditue in DPRK, the average budget value per
on-going project of $390 k is significantly lower than the regional average (30% of the regional
average of$I,342 k). Furtermore, 80% of project expenditure in 2003 relates to only 10 projects.

Local Offce Costs

RBAP UNDP
Average DPRK

Post adjustment index (for reference
only)
Admin. Costs over Project Expenditure
(excluding international staff

Number of local personnel

Total Admin. Costs per Local Staff
($OOOs)

25 38.6

8.7% 15.3%

33

34

22

13

The ratio of anual offce costs to anual project expenditure of 15% in DPRK is much higher than
the RBAP average (9%). The main reason for this higher ratio is because of a decrease in project
expenditure in 2003 of almost 50% compared to 2000 levels, whereas, office expenditue has more
or less remained constant at approximately $289 k compared to 2000.

The number of local staff in DPRK (22) is much lower than the regional average (33). The office
cost per local staff is low, at only $13 k per staff as compared to $34 k for the RBAP average. This
is due to the fact that only 12 out of 22 local staff are fuded from office administrative resources.
(The other 10 staff are fuded as follows - 7 from projects, 2 by the Governent and 1 from the RC
budget). Furtermore, local staff do not hold UNP contracts and hence, the Office only bears the
cost of the average monthly salar of$285 and meal allowance of$120 for the 12 staff. The Office
pays no other benefits such as pension fund and MIP.
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SUDport to the UN Svstem

RBAP UNDP
Average DPRK

Average monthly vouchers for UN
agencies (number of vouchers)
Total average monthly vouchers
(number of vouchers)
Admin. support to UN

556 74

988 147

56.3% 50.3%

Majority of administrative support services are for two resident UN Agencies (F AO and UNFP A)
and also for UNOPS as an executing agency. The Offce's level of administrative support to UN
Agencies is slightly lower than the regional average, parly due to the fact that the two largest
Agencies (WFP and UNICEF) have their own support staff.

Global Staff Survev

All national staff are seconded by the Governent and do not hold UNP contracts. National
seconded staff have not been required to paricipate in the Global Staff Survey as this is a

requirement only for 100, 200 and 300 series staff. As such, there have been no staff surey results
for 2002 and 2003 as there were no such contract holders in UNP DPRK, other than the Countr
Director who paricipated in the Surey.
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iv. Detailed Assessment

1. Country Level Programme Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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2. Management Deficient
Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Offce Staffng

As at 31 December 2003, the Offce staffing consists of two international staff, 22 national staff
(thee National Officers and 19 General Services staff) and one SSA.

The international staff consisted of the RRC and the Country Director. There are no Deputy
posts in the Office as the two deputy posts of DRR-Programme and DRR-Operations were
combined during the downsizing exercise in 2001. The post of DRR-Programme was upgraded
into a Senior Deputy Resident Representative and subsequently converted to a Countr Director
post. This was because the former RRC was a WFP staff assuming the functions of WFP
Representative and Humanitaan Coordinator. As he was predominantly involved with WFP
management and humanitarian assistace, the management of UNDP programme and operations
was solely handled by the Country Director.

The Operations Manager post was held by a staff on a short-term contract (SSA). This post was
converted to a one year ALD contrt in March 2004 with Headquarers approvaL. In 2003, there
was no ARR-Programme. However, Headquarers has since approved this post. The post
description has been finalize at Headquaers in July 2004 and the post is expected to be advertised
shortly.

The national staff are seconded by the Governent and are not recruited with UNP contracts.
National staff can be recalled anytime at the discretion of the Governent. The staffs are funded
as follows:
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Funding No. of Staff
DPVC

PROJECT
DPXB

GOVT (1)
GCCC (2)

RC
Total

10
6
2
2
1

1

22

(1) The staffs salary is fully paid by the Government.
(2)The staff is a driver who is funded from a Government

Cash Counterpart Contribution (GCCC) paid by the
Government in 2002. The GCCC is now reflected as a
project in Atlas.

Out of the 22 staff, there are 12 Office staff, five drivers and five cleaners/gardeners. Seconded
staff are recalled entirely at the discretion of the Governent. Hence, the Office has no control
over the hiring of staff and length of service of staff. As at August 2004, eight staff have more
than five years service with UNP, with the two longest serving staff having almost nine years
service. The remaining 14 staff have less than five years of service. The gender distrbution of
national staff is 60% male and 40% female. Refer also to Section 8.1 - Offce Staff.

Re-profiing Mission

A re-profiling mission was underten in mid 2002, to validate the proposals from the 2002 Key
Results Strategy Paper for UNP DPRK prepared by the Offce in June 2002. ARe-profiling
Action Plan was submitted by the team leader to the Offce in Januar 2003. However, no formal
report was issued as per the BoM website.

Alïøøment of Job Functions with OOce Reauirements

Job descriptions have been created for all posts and job functions aligned with Offce requirements:

.

Finance - curently there is a Finance Offcer, assisted by the Registry/Finance

Assistat. The Offce is considering moving the PSU staff to Finance, to increae the
capacity from two to thee.

Registry/Reception - curently, there are two staff performing this function

independently. These two roles wil be combined when the current Receptionist is
withdrawn and a replacement given by the Governent.

.

Vacancies

As per the Organigrame, the positions of two Chief Technical Advisor posts (funded from
projects) and a Programme Assistat-RC Coordination (funded from the RC budget) are vacant.
The status of the recruitment of these posts is as follows:

. Chief Technical Advisor (Agriculture Rehabiltation and Environment Protection) & Chief
Technical Advisor (Enhanced Capacity Development) - recruitment of these positions is
on-going as there is diffculty in attacting qualified candidates on a long term basis due to

living/working conditions in the country, and situations where selected candidates have not
been given visa approval by the Governent.

. Programme Assistat for RC Coordination - UNGO has verbally indicated the possibilty
that a UN position could be funded from the RC budget. The Office wil include this post
in the 2005 RC budget.
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Learning Plan

The Operations Manager has been made the Learing Manager since July 2003. A Learing Plan

was developed based on a training needs assessment of each staff. Scheduling of training however,
is constrained by the requirement of the Governent for all staff leaving the countr for training to
be accompanied by another sta of the same gender. This constraint of sending two staff at a time
(for training that may not be relevant to the accompanying staff) also reduces the fuds available for
training.

Global StaffSurev

As all national staff are seconded from the Governent and do not hold UNP contracts, they have
not been required to paricipate in the Global Staff Surey as this is a requirement only for 100,200
and 300 series staff. As such, there have been no results for the staff survey of 2002 and 2003. The
Countr Director is the only such contrt holder and has paricipated in the Survey.

RCA

The RCA process has not been implemented by the Offce as the reaction from the Government in
the past was negative. In the absence of the RCA, a training needs assessment was done for each
staff and incorporated in the Learing Plan.

Corporate Issues

Use of ALD to Hire Operations Manager

Since 2002, there has been a lack of continuity in the post of Operations Manager as the position
has been filled by staff on short-ter contracts as follows:

Position Staff Period Contract Type Duration
DRR-O Neil Reece- 2000-2001 Fixed Term 12 months

Evans
Operations Jaginder Mar 01 to Aug 01 SSA 5 months
Manager Kanwar

Yolanda Dubois Jan 02 to Jul 02 UNV 7 months
Naomi Scott Jul 02 to May 03 SSA 11 months
Sara Adams Jul 03 to present SSA & ALD 13 months

In March 2004, the Offce requested and obtaned approval from Headquarers for the post to be
converted to a one year ALD-4 contrac modality which wil result in the post being continuously
filled by the same staff for approximately two year, from July 2003 to March 2005. The Offce
was able to fund the ALD post from ext budgetar resources for one year with the assistance of
WFP, as 30% or $45 k of the cost for the year was shared with WFP in line with the Inter-Agency
Mobilty Programe which allows staff from UN Agencies to switch from one agency to another
(the current Operations Manager is a WFP staff on special leave without pay). This arangement
gives rise to the following concerns:

a) The Operations Manager position is a core and critical function for the continued activities
and long term sustainabilty of the Offce. Short-term contract modalities such as SSA and
ALDs are not compatible with the long-term nature of the functions of Operations
Manager; and

b) Taking into account projeced income and expenditue in 2004, the estimated status of
DPXB as at end 2004 is suffcient for only another 10 months of operations. Hence, the
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Offce is unlikely to be able to fund this post from extra budgetar resources on a long term
basis, beyond the expiry of the current Operations Manager's contract in March 2005.

In OAPR's opinion, the critical position of an Operations Manager canot be nationalized given
that all national staff are seconded from the Governent and hence, the selection process is not
competitive or based on relevant qualifications for the post. Furthermore, the lengt of service of
national staff is not fixed as staff can be recalled at the discretion of the Governent. (Refer to
Areas Requiring Action - Selection Process of Offce Staff). Consequently, the post of an

international Operations Manager is necessar for the continuity of the Offce and fuding to this

effect needs to be secured by RBAP.

Good Practices

None.

Areas Requiring Action

TRAC Funds Used for Administrative SUDDort to Proiects

UNDP DPRK has been designated as a Principal Recipient of the Global Fund to fight AIDS,
Tuberculosis and Malara (GFATM), as required by the GFATM Board for countries where special
conditions have been imposed. The Grt Agreement has yet to be signed. As at August 2004, the
Offce is preparng for the audit/evaluation by the Grant Fund auditors, as required by the Grant
Agreement. As per the Countr Programme (2005-2006), total funds of $5.5 m are expected from
GFATM.

The Offce does not have the capacity to implement the Grat. To increase capacity, the Office is
proposing to recruit three international staff and two national staff to be funded from TRAC. (The
Office has submitted a project document to RBAP for approval to set-up a Technical Assistance
Project Unit for these administrative support services to be funded from TRAC amounting to
$240k. The Project Unit is initially for one year and the Office has confirmed that it wil
subsequently ask for extension for another year).

In OAPR's opinion, using TRAC resources to fund additional Offce capacity is not appropriate.

TRAC funds are specifically for development projects and not for fuding administrative support
costs. Bearing in mind donors apparent concern on funds not being used for humanitarian and

development interventions, in OAPR's opinion, expenditue incurred under this Project Unit would
not conform to the purposes for which TRAC funds have been appropriated.

Additionally, this approach of using TRAC fuds results in inaccurate financial reporting of donor
funds. Administrative support costs wil be reported as project expenditure, i.e. project delivery
figures wil be inflated, whilst support costs figues wil be understated. This inaccurate reporting
would be misleading to donors, giving the wrong impression that delivery has increased while there
has been no apparent increase in the authorized posts or staffing costs of the Office.

Furthermore, this approach is a short-term solution to a strctural issue of a medium/long-term
nature. The use of TRAC in the first yea of the project is not sustainable to deliver the GF A TM
project, as the estimated GMS eared by the Offce from adinistering the funds in the first year is
$71 k (2.67% of the estimated amount to be mobilzed in the first year i.e $3 m), which wil be
insufficient to cover the cost of these staff beyond the first year of the project.

Recommendation 1
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The Offce should not enter into the Grat Agreement if it is unable to secure long term funding to
increase offce capacity that would permit to satisfactorily deliver the requirements of the
Programme. The Office should:

a) Prepare a feasibilty study of the resources needed to fund the additional offce capacity to
deliver the GF A TM programe in the long run; and

b) Seek advice/support from RBAP on options available (other than TRAC) to secure funding
as per the feasibilty study, for the entire life cycle of the programe and not just for the
first year.

Staff Performing Offce Functions Funded from Proiects

As at December 2003, there are three international UNs and seven national staff charged to
projects. Out of these ten staff, three staff consisting of an international UN Procurement
Specialist, one national Programme Offcer and one national Programe Assistant are performing
both office and project functions, but are being charged entirely to two projects (12256-AREP and
12273-GIS/RS), instead of the Offce Administrative Budget. The staff have been fuded from
projects due to the limited extra-budgetar resources available (as at end 2004, the status of extra
budgetar resources is sufficient for only 10 months of operations).

To address the issue of limited exta-budgeta resources, the Office has previously explored the
possibilty of fuding existing offce posts through the following avenues:

. Expanded UNV Programe, incorporating a national UNV component in collaboration
with UN Bonn, to secure fully-fuded UNVs by donors.
Recruitment of a JPO (Programe Development & Evaluation Offcer)..

However, the Office lacked a senior programe staff (AR-Programme level) to supervise an
expanded UN Unit (a prerequisite for fully funded UNs) and the JPO post.

Recommendation 2

The Offce should:

a) Seek advice/support from RBAP on alternative options to increase extra-budgetar
resources to fund these project staff performing office functions, until such time that the
Offce is able to generate it's own extra-budgetar resources;

b) Ensure that staff performing Offce functions are charged to a management project (extra
budgetar resources) in Atlas instead of a development project; and that the costs of support
services provided by these staff to projects is recovered in accordance with the Policy of
Cost Recovery from Regular and Other Resources issued by BoM effective Januar 2004.

c) Revisit its efforts to recruit JPOs and fully funded UNs to expand the existing capacity,
especially once the AR-Prograe post is filled and there is additional supervisory
capacity in place.

Selection Process of Offce Staff

The Office does not control the hiring of national staff and the length of their service of such staff.
All national staff are seconded from the Governent and are not recruited by UNP. The
Governent only provides one candidate for each post and does not provide detailed qualifications,
work experience or personal details to the Offce. As such, there is no basis for the Offce to align
qualifications of staff with post descriptions. Additionally, seconded staff can be recalled at
anytime at the discretion of the Governent.
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In 1998, the UNCT initiated discussions with the Governent to introduce competitive recruitment
of staff under UNDP contracts, to reduce tuover of seconded national staff and to build
institutional memory and capacity. However, the reaction from the Government was negative. In
mid 2004, the Office has initiated action with the Governent to allow UNP to interview staff
who are to be seconded and to determine their level of proficiency in English. The Governent has
reluctantly allowed this, however, effort by the Offce to reject unsuitable staff have not beensuccessfuL. .
Recommendation 3

In line with curent effort to improve the selection process of Governent seconded staff, the
Office in collaboration with the UNCT, should initiate discussions with the Governent to
competitively recruit staff under UNP contracts

Imvlementation of RCA vrocess

The RCA process as a management tool for performance evaluation and vacancy management has
not been implemented by the Offce, as in the past, the reaction by the Governent to this proposal
was negative.

Recommendation 4

The Office should ensure that the 2004 RCA process is caried out in 2005 by the Operations
Manager for operations posts, and the Country Director for programe posts, in line with current
effort to improve the selection process of Governent seconded staff.

Other Issues

None.
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3. Knowledge-sharing and Implementation of Practices Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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4. Partnerships and Resource Mobilisation Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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5. Support to UN Coordination Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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6. Advocacy Services Not Assessed
Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

UNDP Offce in DPRK Page 24 of 57



RASC-Malaysia Limited Scope Audit Report

7. Development Services Partially Satisfactory

Overview

There were a total of 11 projects approved in the year 2003 totaling $3m with nine projects
reviewed by the loca Programe Appraisal Committee (LPAC) in 2003 and two in 2002.

A review of four projects totaling $2.2m indicated that the logical framework linking the inputs,
activities, outputs and outcomes of the SRF were prepared and supported by detailed budget of the
inputs.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Broader Participation Reauired in the LPAC

In the year 2003, the Offce LPAC functions can be furter strengtened to be more effective in the
project appraisal process. In the review of four ($2.2m) out of eleven projects that were approved
in the year 2003, it was noted that:

.

The LP AC consists mainly of UNDP personnel with the exception of one instance where
there is paricipation by a F AO representative (for project DRK03/008 - Propagation of
Grass-feeding Animals)
Two projects, DRK03/004 - Enhanced capacity for GIS/RS- Phase II and DRK03/002 -
Strengthening IT & EMC in DPRK, have no documented inputs from parers independent
of the project preparation process such as the UN agencies, donors, technical specialist or
civil societies. Inputs from RBAP were of an informal nature and were not documented
The final project document for DRK03/002 - Strengthening IT & EMC approved on 6
Januar 2003 was not reviewed by LPAC. The LPAC had reviewed an initial draft project
document six months prior.

.

.

As of 1 Januar 2004, project approval is no longer caried out at the Office leveL. All project
approvals are being done at the HQs level (refer to Executive Board decision ref: DP/2004/14 dated
9 March 2004), so as to strengthen monitoring of the projects and to ensure that the resources
allocated are used for humanitaran and development interventions.

Recommendation 5

The Offce should ensure that the composition of the LP AC includes representatives or
development parers who are independent of the immediate project preparation process such as
UN Agencies, donors, technical specialists, civil societies to apprase the quality of project design.
When the approval authority resumes at the Office level, all project documents should be reviewed
by the LPAC prior to final approval by the Countr Director.
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Other Issues

None.

Overview

As at 31 December 2003, the Offce ha a total of 31 ongoing projects representing a total budget
value of $12 m. The total expenditue for these ongoing projects in the year 2003 totalled $2 m of
which 81 % were incurred by ten projects. For the remaining 21 projects, 15 projects are due for
completion in the year 2004 and six in the year 2005 and 2006.

The majority of the above on-going projecs are executed by the Governent (NEX) and by
UNOPS, which represents 48% and 40%, respectively, of the total on-going project budget. There
are no advances for the NEX projects and the Office undertes procurement of goods and services
on behalf of the NEX projects (refer to section 9 - Procurement). DEX projects represent 8% of 

the

total on-going project budget and other UN agencies execution for the remaining 4%.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

DRK97/001 - Inadequate Monitoring on Proiect Equivment Transfer to Government

In OAPR's opinion, proper monitorig of project equipment by the Offce in the DPRK is crucial so
as to be in line with the Executive Board's request (ref: DP/2004/14 dated 9 March 2004) for
UNDP to ensure that resources could not be utilsed for purposes not envisaged under the projects.

In the review of eight ongoing projects, it was noted that for project, DRK97/001/0l/99 -
Environment and Industrial Polluton (NX), the total disbursements for non-expendable equipment
since the sta of the project in 1997 was $660 k. Items procured for this project are transferred to
the governent on an anual basis.

A review of the documentation on the trasfer of project equipment available in the Offce indicates
the following:

. The transfer of $299 k of non-expendable equipment for the year 2002 and 2003 was
authorised by the Programe Officer, without the review of the CAP and approval of the
Countr Director; and
There was no documentation available in the Offce to support the transfer of $169 k
(disbursed in the years 1997 and 1998) of 

non-expendable equipment.

.

Recommendation 6

The Offce should ensure that disposaltransfer of project equipment to the government for items of
asset value above $1,500 per item is properly reviewed by the CAP and approved by the Countr
Director. All documentation should be maintained on fie.
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Non-submission of Proiect Inventorv List and Incomvlete Inventorv List Submitted

In the review of eight on-going projects, the following was noted:

. DRK99/001 (ARP Support Project executed by UNOPS) - There is no project inventory
list available in the Office. A total of $238 k was disbursed for non-expendable equipment.

. DRK00/G35 (Biodiversity at Mount Myohyang executed by UNOPS) - A total of $178 k
was disbursed by the projec for non-expendable equipment, however, the project inventory
list certified by the government reflects only $2 k of the project equipment. In the absence
of the Programe Officer in charge of the project, the Office is unable to explain the
difference of$176 k.

Recommendation 7

The Office should ensure that the executing agency (UNOPS) submits on an anual basis at
minimum, a certified and complete project inventory list.

List of Equivment Procured

A list of equipment procured for the projects from 2001 to 2003 was submitted to HQs in 2003.
The list was requested because the donor countries wanted to be informed of the maner in which
their funds were utilzed. This list detailed the equipment purchased by projects, the projects'
objectives, purpose of the equipment, their cost etc. However, this list has yet to be updated

subsequent to its preparation.

Recommendation 8

The Office should ensure that project personnel update the equipment list to faciltate the
monitoring of equipment purchased, i.e. to conduct physical stock check and site visits, to ensure
that programe resources are utilzed for their intended purose and the donor funds are being
utilzed appropriately and accounted for. The practice would also reduce the time required to
updte ad hoc reports requested by the donors.

Annual Prorzess Revorts (APRs)

The anual progress report for the following two projects that represent 20% of the total project
delivery for the year 2003 were not prepared by the Office:

. DRK02/002/0l/34 - Capacity Building for Development Cooperation (DEX), total project
expenditue for 2003 of $281 k; and
DRK02/003/0l/99 - Sweet Potato Cultivation and Processing (NX), total project
expenditure for 2003 of $172 k

.

The 2003 APR for project DRK97/00l/0l/99 - Environment and Industrial Pollution (NEX) that
was prepared by the General Bureau for Cooperation with International Organisation (GBCIO) does
not provide details on the project progress towards project outputs/objectives.

Recommendation 9

The Offce should ensure that Anual Progress Reports are prepared by the executing agency. The
APR should report on the results in achieving the project objectives and should include statements
on the progress towards the project outputs/objectives.
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Unexvlained Over-Exvenditure Totalinf! $75k for Pro;ect DRK02/004

Project DRK02/004 - Cottge Industr PWTGC-Phase II is executed by UNIFEM and funded from
TRC ($86 k), SPPD ($75 k) and SDC ($60 k). The tota project expenditue for the project as at
31 December 2003 totals $295 k against a tota project budget of $220 k resulting in an over-
expenditue of $75 k. Upon Offce follow-up in March 2004, UNFEM responded indicating that
the over-expenditue wil be fuer looked into. The last Offce follow-up with UNIFEM was on
25 May 2004. Some two month after the last exchange of e-mails, the matter is stil pending.

Recommendation 10

The Office need to fuer follow-up with UNFEM to obtain clarifications on the over-
expenditures totaling $75 k for projec DRK02/004 - Cottge Industr PWTGC-Phasell.

Other Issues

None.

Overview

In December 2003, the Office submitted its NEX audit plan covering six projects with project
expenditures totaling $752 k for the year 2003. All the NEX audit reports were submitted to
OAPR close to the deadline of 30 April 2004.

As per prior years, the NEX audits were cared out by the national audit authority, Audit Group of
the Ministr of Finance, in April 2004. The scope of the audit included a review of the project
progress, assessment of the project internal control system and certification ofthe project CDR.

The OAPR NEX Evaluation Letter of July 2004 covering the NEX audit exercise for the year 2004
(2003 expenditure) rated the NEX audit exercise as satisfactory with a rating of 5 (on a scae of 1 to
5, 5 being fully satisfactory). In addition, the Office action plan for 2003 NEX audit results
(covering expenditue for 2002) was evaluated satisfactory.

As at the time of the audit, the action plan to address the issues highlighted in the 2004 NEX audit
reports (2003 expenditure) was stil outstading and the Office had indicated that the action plan
would be prepared and submitted by the deadline of 15 September 2004.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other Issues

None.
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Overview

A total of $12 k in support services was recovered from UN agencies (FAO, UNPA, UNOPS,
ESCAP, WHO and UNESCO) and $9 k was recovered for GMS.

However, in the year 2003, there was no recovery for support services rendered for project
implementation.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Recoverv of Implementation Supvort Services

Based on estimates of support services provided to NEX/EX projects in 2003, the approximate
costs that could have been recovered by the Offce for support services provided in the areas of
Finance, Human Resources and Procurement are as follows:

Area Level of Support Provided Approximate
Cost *

378 vouchers processed in 2003 for Government ~ $8
9 SSA contracts issued in 2003 for projects ~ $6.40

10 purchase orders issued in 2003 for projects ~
$45.80Total 3,539

* Based on established rates in the Universal Price List effective January 2003 for DPRK (low cost
category)

Finance
Human Resources

Procurement

3,024
57

458

Recommendation 11

The Offce should ensure that costs of rendering support services to NEX/EX projects is fully
recovered on the basis of the Universal Price List as per Policy on Cost Recovery from Regular and
Other Resources issued by BoM effective Januar 2004.

Other Issues

None.

Overview

As at July 2004, there are nine trst fund and cost sharing agreements totaling $2m signed by the

Office with donors contrbuting to projects that were on-going as at 31 December 2003.
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A review of four cost sharing and trst fud ageements totaing $1.3m indicated that:

. A 3% COA for the adinistrtion of these funds (now called GMS) is built into the
ageements;
The terms and conditions of the agreements are consistent with UNP practices; and
The agreements were duly signed by authorised offcials.

.

.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other Issues

None.
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8. Human Resources Administration Satisfactory

Overview

The Operations Manager is responsible for Human Resources adinistration.

As at December 2003, there was a tota of 22 local office staff. There are eleven staff in
Progre and an equal number in Operations. There are 19 General Services staff and thee
National Offcers. All three National Offcers are in the Prograe Section. The Offce staff are
funded as follows:

Funding No. of Staff
DPVC

PROJECT
DPXB

GOVT (1)
GCCC (2)

RC
Total

10
6
2
2
1

1

22

(1) The staffs salary is fully paid by the Government.
(2) The staff is a driver who is funded from a Government

Cash Counterpart Contribution (GCCC) paid by the
Government in 2002. The GCCC is now reflected as
a project in Atlas.

All national sta are seconded from the Governent and are not recruited with UNDP contracts.

Staff are seconded from three Governent bodies, Le. the Ministr of Foreign Trade, the Ministr
of Foreign Affairs and the General Bureau for Affairs with Diplomatic Missions. Seconded staff
are assigned and can be recalled entirely at the discretion of 

the Governent. Hence, the Offce has

no control over the hiring of staff and the length of their service. As at August 2004, eight staff
have more than five yeas service with UNP, with the two longest serving staff 

having almost nine

yeas service. The remaining 14 staff 
have less than five years service.

There is no UN salar scale in DPRK. The cost of the monthly national staff salaries is paid
directly to the respetive Governent bodies based on the Governent salar scale. In 2003, the
Governent had two salar increases in July 2003 and October 2003, amounting to a total increase
of 30%, which was agreed by the RRC on behalf of all UN Agencies and international NGOs.
The salar per month for local staff are as follows - $310 for offce staff, $273 for drivers/gardeners
and $210 for cleaners. The average monthly salar for the 22 staff is approximately $285 per staff.

Staff are also entitled to meal allowances of Euro 100 per month ($120 per month), which are paid
directly to the staff, and not to the Governent. Their annual 

leave entitlement is 14 days.

No APP has been formed given that local staff are not recruited or promoted by the Office.

Refer also to Section 2.2 - Management of 
People.

Corporate Issues

None.

Good Practices
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None.

Areas Requiring Action

None.

Other Issues

None.

Overview
As at December 2003, there were three international UN project staff hired by the Offce
consisting of a Forestr Specialist, a Procurement Specialist and a Finance Specialist. In 2003,
there was also an UN IT Speialist hired by the project for a six-month period in 2003 (excludes
local project staff seconded by the Governent and covered under Section 8.1 - Offce Staff).
Terms of Reference of positions were sent to UNV Bonn for identification of candidates.
Potential candidates were short-listed and selected by the Offce and Governent. All UNVs are
holding contracts issued by UN Bonn and are paid the Volunteer Living Allowance.

In 2003, 25 SSAs were issued to 17 individuals. 17 contrcts related to International Consultats
and eight contracts were issued for Temporar Assistats. Nine SSAs related to projects, 12
contract were for the offce and four contracts were for stafing of 

the UN Dispensar.

The recruitment process for international consultats was transparent and the Offce used
Headquarers, SUR and other UN Agencies to source for candidates. Selection was based on the
qualifications and experience of 

the consultants.

Due to Governent restrictions, no national staff can be recruited directly by the Offce.
Recruitment for temporar assistace positions are from qualified persons already located in DPRK,
i.e. family members of the international community (UN Agencies, Embassies and NGOs). In
2001, the UNCT established a Local SSA Salar Scale, which was updated in 2004 based on the
requisite qualifications and job fuctions. The scale is denominated in Euros and wil be reviewed
anually by the UNCT.

In 2003, no SCs or ALDs were issued during the year to project staff, international consultants or
temporar assistance.

Refer also to Section 2.2 - Management of 
People.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Documentation and Contract Manaflement
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From a review of nine out of 17 contracts issued for consultants, the recruitment process was
transparent. Even though the documentation to support the transparency of the recruitment process
and awarding of contracts was available in the project files, the documentation was not complete in
the Human Resources fies maintained by the Operations Manager.

Recommendation 12

The Offce should ensure that a snapshot of the recruitment process and employment history of the
staff hired, are available in the Human Resources fies. At a minimum, the Operations Manager in
collaboration with the project staff should ensure that the following documentation of personnel
records is available, before issuance of contracts:

a) Correspondence/sumar of the method of sourcing of candidates, the number of CVs
obtained, the evaluation criteria for short-listing of candidates and the basis for selecting the
successful candidate;

b) A detailed Terms of Reference stating the required skils, qualifications, output and
timeframes for delivery;

c) The CVs of selected candidates to facilitate an independent check of the qualifications of
staff with the agreed remuneration; and

d) Documentation of reasons for waiver of competitive process, where required expertise is
limited or where there are justifiable reasons to recruit a paricular candidate.

Other Issues

None.

Overview

Refer to Section 8.2 - Project/Other Staff.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other Issues

None.
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9. Procurement, Inventory and Office Premises Satisfactory

Overview

Procurement

The majority of procurement caried out by the Offce is for Project procurement. In 2003, 11
Purchase Orders (POs) amounting to $96 k were raised for the Offce and 13 POs amounting to
$210 k were raised for Projects. UNP entered into seven contracts amounting to $132 k in 2003.
The Offce did not procure on behalf of any Agencies in 2003. The demographics of 2003

procurement are detailed below:

Purchases No of POs
$ 1 to $9,999

$ 10,000 to $ 19,999
$ 20,000 and 99,999
$ 100,000 and above

13
9
1

1

The breakdown of the POs by their execution modality is detailed in the table below:

Execution Modality Amount Percentage
I Body
UNDP
NEX
DEX

UNOPS
Total

$96 k

$180 k
$15 k

$15 k

$306 k

31%
59%
5%
5%

100%

The CAP met six times in 2003 and the tota value of procurement evaluated by the Committee
amounted to $240 k. Purchases above $30 k were reviewed by CAP and those above $100 k were
sent to ACP/NY for review. Even though CAP is only required to look into procurement above
$30 k, there were instances where the Committee had reviewed certain procurement below $30 k to
enhance their transparency and accountabilty, paricularly for technical procurement.

The CAP has three members from Programme and a member from Operations. The chairperson of
the CAP informed that when necessar, technical experts and representation from the Agencies
have been invited to paricipate in the CAP.

We have reviewed seven POs and thee contracts for 2003, which encompassed 71 % and 46% of
the total value of POs and contracts respectively. From our review, the procurement process is
satisfactory .

Corporate Issues

None.

Good Practices

None.
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Areas Requiring Action

Use of IAPSO in Procurement

It is not the Office's practice to include the prices for goods such as vehicles, computers etc. from
IAPSO in its competitive selection. This is due to the non-availabilty of internet access prior to
September 2003 and based on experience, the prices of goods and delivery time, if they were to be
purchased from IAPSO, were not as competitive and effcient as buying from Beijing. However,
since the availabilty of internet access, the Office has made one purchase from IAPSO.

Recommendation 13

The Offce should refer to IAPSO for purchases of goods such as vehicles, computers, etc. for
competitive comparson of prices. Obtaining a price quotation ftom IAPSO wil meet the
requirement for international solicitation, which is appropriate for all contracts exceeding $100 k.
IAPSO also provides benchmark prices to compare with local prices before making any final
procurement decision.

Other Issues

The performance of suppliers are reviewed informally when their bids are being evaluated and from
the quality of goods and services received. No formal procedure is in place for the evaluation and
blacklisting of suppliers that have consistently supplied goods of inferior quality and have not met
delivery deadlines, etc.

The Office should establish a formal system for evaluating supplier performance to enhance its
existing controls over the monitoring and evaluation of suppliers' performance. Performance
measures should include amongst others, the quality of goods received, delivery time, customer
service and accuracy of invoices issued. The results of the evaluation should be shared with
suppliers so that goals can be set and underperformance improved.
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10. Financial Resources Satisfactory

Overview

In 2003, the Finance unit consisted of a Finance Offcer who reported directly to the Operations
Manager. In 2004, the Registr Assistat's job fuctions have been changed to be the Finance

Assistat. Her role is to assist the Finance Offcer in daily financial matters. In 2003, the unit
processed 1,751 vouchers, which translates to an average of 5 vouchers processed per day. Out of
the 1,751 vouchers processed, 28% were related to UNP, 50% to UN Agencies and 22% to
Governent executed projec.

The controls in place for both the disbursement and receipt processes are satisfactory.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

Receivinf! Records

Goods procured which are delivered to the project site, are received either by the Governent for
subsequent distribution to the varous affected locations or by the appropriate Programme Offcers
before distributing to the Government. The relevant Programe Offcers are required to be at the
location where the receiving taes place and prepare a receiving report. Normally, the Governent
wil acknowledge receipt in various forms such as by issuing formal acknowledgement on their
official leterhead with offcial stamps, issuance of Goods Receipt Notes or signing on the Delivery

Note, etc. These receiving documents from the Governent are the key evidence that the goods
procured have been satisfactorily received. Therefore it is important to ascerain that these
acknowledgements are given by an authorized Governent personneL.

Two Cash Disbursement Vouchers (CDVs) for procurement amounting to $40 k from the 23
samples reviewed were not supported by documented acknowledgement of receipt by the
Governent when the CDVs were submitted for approvaL. Their details are as follows:

Date CDV No Description Amount

Potato Processing &
Packing Equipment

$25,124

$15,092

5 January 2003

28 February 2003

803010003
o

803020003
9

Computer Equipment

Additionally, where receiving records are available, it is not possible to verify the signatures/official
stamps of the Governent recipients as no authorised specimen signatue list has been provided by
the Governent.

Without these receiving documents, the approvers are not able to determine if the goods/servces
procured have been satisfactorily received and in accordance to specification when approving these
disbursements.
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Recommendation 14

The Finance Offcer should ensure that:

a) Documented acknowledgement of receipt from the Governent is consistently atthed to
all Vouchers for processing of payment; and

b) The documented acknowledgement of receipt from the Governent is verified against the
authorised specimen signatre listoffcial stamp list provided by the Governent (which
has been requested by the Offce at the time of the audit).

Other Issues

None.

Overview
- = Redacted by the Perment

Subcommttee on Investi ations
The Offce maintains the followig bank accounts:

Account Type Name ( Location Account No
Zero Balance Account (USD)

Korean Won Convertible
Korean Won Non-Convertible

Euro

UBS AG, Geneva
Foreign Trade Bank of DPRK, Pyongyang
Foreign Trade Bank of DPRK, Pyongyang
Foreign Trade Bank of DPRK, Pyongyang

008825101
076250

08825112

No new ban account was opeed or closed in 2003. The Euro account was the most active ban
account in 2003. It is used for most of the Offce's disburements with the exception of

communications fee, salaries, Koryo Airline tickets which are paid though the Korea Won
Convertible Account. Renta, maintenance and electicity are paid though the Korean Won Non-
Convertible GLOC Account. The UBS account is used for disbursement, which requires electonic
tranfer such as procurement, salaries of international personnel, foreign consultats etc.

In 2003, the Offce had an imprest level of$165 k. The imprest level was increased to $250 k since

1st March 2004 based on the average amount replenished by Treasur in 2003. Cash balances are
being monitored daily and cah is replenished based on expected cash requirements. Cash

management is satisfactory. Cashbook balances were higher in December 2003 as a precautionar
measure due to Atlas roll out in Janua 2004.

Ban reconcilations in 2003 were satisfacorily done. The designated safe custodian has been
informed of her responsibilties in wrting.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

UNDP Offce in DPRK Page 37 of 57



RASC-Malaysia Limited Scope Audit Report

Other Issues

None.

Overview

PrOf!amme Financial Resources

For the year 2003, no advances were given for NEX projects. Request for payments are not
initiated from FIM, payments are done directly through WinFOAS.

For the year 2004, the authorize spending limit (ASL) for the Office is $2 m. As at July 2004, the
total project expenditue totaed $1 m, Le. 50% of the ASL. A tota of $1.7 m was classified as hard
pipeline and a review indicated that this classification was reasonable.

As at July 2004, the total amount that is receivable from donor amounted to $207 k and represented
contribution due from NEAFF (Northeast Asian Forest Forum) for project DRKOl/A05 - AREP
NEAFF Support to Forestry Rehabiltation. This receivable amount is not yet due for payment.

Offce Administrative Resources

The projected DPXB reserve as at December 2004 is estimated at $128 k and is suffcient for 10
months operations based on the estimated DPXB expenditue for the year 2003.

For the year 2003, cost for services shared with UNPA such as for the receptionist, registry, IT
support are not recovered from UNP A. In Januar 2004, the Offce entered into an agreement for
the recovery of common services from UNP A. A review of the basis for recovery of costs related
to common services indicated that it was satisfactory.

GLOC

As at May 2004, a tota of $1 05k of GLOC is outstading. The Offce had numerous exchange of
correspondence with the Governent and had made sufficient follow-up on the payment of the
amount receivable.

Corporate Issues

None.

Good Practices

None.

Areas Requiring Action

None.

Other Issues
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From a sample review of on-going projects it was noted that the CDR for the year 2003 is
uncertified for the DEX projec - DRK02/002/ - Capacity Building for Development Cooperation.
The Offce should ensure that the CDR is certified.

As at 31 December 2003, there were two AR accounts with outstading balances. The tota
balance of $9k in credit represents $2k in debit for Petrol ARL and $llk in credit for the UN
Dispensar ARL. The Offce explained that the credit balance in the UN Dispensar AR
pertins to surplus contributions for the UN Dispensar operations that wil be refunded to the UN
agencies.
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11. General Administration Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed
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Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed
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Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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12. IT and Communications Not Assessed

Overview

Not Assessed

Corporate Issues

Not Assessed

Good Practices

Not Assessed

Areas Requiring Action

Not Assessed

Other Issues

Not Assessed
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RASC-Malaysia ANNEX II

PROGRAMME

1.1. PROGRAMME RESOURCES
Programming Period From: 2001 To: 2004

Amount in $OOOs

TRAC 10,658*
Cost Sharing 854
Other (SPR) 3,568
Total 15,080

* Includes carr-over of $2,823 k.

1.2. ALLOCATION OF PROGRAMME RESOURCES By YEAR

Amount in $OOOs

Year 2000 Year 2001 Year 2002 Year 2003

IPF I TRAC 3,045 1,613 1,661 1,490

Cost Sharing 876 448 115 87

Other (SPR) 954 884 1,872 478

Total 4,875 2,945 3,648 2,055

1.3. PROGRAMME DELIVERy/ExPENDITURE

Amount in
$OOOs

Year 2001 Year 2002 Year 2003

IPF I TRAC 666 686 1,587

Cost Sharing 328 89

Other (SPR) 564 1,149 582

Total 1,558 1,835 2,258

1.4. ALLOCATION OF PROGRAMME RESOURCES BY THEME

Total Amount %

$OOOs of total

Governance 1,003 8%

Poverty 3,574 30%
Environment 5,849 48%
Gender 220 2%

Special Dev. Situations 657 5%

Other 802 7%

Total 12,105 100%
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RASC-Malaysia ANNEX n

1.5. ON-GOING PROJECTS
OF

As 31/12/2003

Total Total Value Average Size/
Number $OOOs Proiect

31 12,105 390

1.6. EXECUTION OF ON-GOING PROJECTS

of
As 31/12/2003

Total Amount %

$OOOs of total

UN Agencies (excluding UNOPS) 467 4%
UNOPS 4,877 40%
NEX 5,788 48%
NGOs 0 0%
DEX 972 8%
Other 0 0%

Total 12,1 05 100%

1.7. MODALITY OF NEX DELIVERY

of
As 31/12/2003

Total Value Total Number of
$OOOs Vouchers

Direct Payments 668 210

Advance Payments 0 0

Total 668 210

1.8. AUDIT OF NEX PROJECTS

of
As 31/12/2003

Total Amount
Total Number $OOOs

NEX projects due for national audit 5 604

NEX projects audited and audit 5 604
report received

Compliance with audit requirement 100% 100%
(%)
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RASC-Malaysia
ANNEX II

2. OPERATIONS

2.1. PERSONNEL STATUS As of 31/12/2003

Authorized, Staffed
Posts Posts

Admin, Total Admin, Total

Progra & Fin, Personnel Program & Fin. Personn
m. el

International Staff 1 0 1 2 0 2

JPOs 1 0 1 0 0 0

Local Staff
National Offcers 1 0 1 3 0 3

General Services 1 11 12 2 17 19

Sub-total Local Staff 2 11 13 5 17 22

TOTAL STAFF 4 11 15 7 17 24

ALDs 0 0 0

SSAs (average during 1 1

the audit period)
Service Contracts 0 0 0

Total Personnel 7 18 25

Note 1: Of the 22 local staff, 7 are funded by projects and 2 are by the Government.

2.2. OFFICE COSTS

Year 2002 Year 2003 Variance
$OOOs $OOOs In%

Allotment Exp, as of Allotment Exp, as Allotment Expendit.
of

31/12/02 31/12/03 Incr.l(decr, Incr.l(decr,

Core Budget (DPVC)
Personnel-related (code 25 25 30 30 20 20

A)
Other 235 129 259 178 10 38

Sub-total Core (DPVC) 260 154 289 208 11 35

Ext-Budgetary (DPXB)
Personnel-related (code 6 6 7 6 17 0

A)
Other 80 12 37 36 (54) 200

Sub-total (DPXB) 86 18 44 43 (49) 139

Other 82 46 98 38 20 (17)

Total 428 218 431 289 1 33
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RASC-Malaysia ANNEX II

2.3. VOLUME OF VOUCHERS

(monthly average over the past 12 months)

As of 31/12/2003

Total Amount
Total Number $OOOs

UNDP 41 32

UN Agencies 74 82

Government 32 82

Total 147 196

2.4. VOLUME OF PURCHASE ORDERS In the 12 months from January 2003

Total Number of Total Value of
Purchase Orders Purchase Orders

$OOOs

Purchase Orders 25 306

2.5. LOCAL CONTRACTS COMMITTEE (LCC)

(ApPLIES TO PROCUREMENTS )0 US$30,000)

In the 12 months from January 2003

Total Number of Total Value
Meetings Processed

$OOOs

Activity in the last 12 months 6 240

2.6. INVENTORY OF EQUIPMENT AND AsSETS As of 31/12/2003

Amount in
$OOOs

Offce Furniture & Equipment 8,802
Computer Equipment 171,461
Vehicles 106,484
Equipment in Custody

Total 286,749
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RASC-Malaysia ANNEX ILL

DEFINITIONS OF STANDARD AUDIT RATINGS

The following stadard audit ratings have been defined so that management can place in context the
opinions given in internal audit report.

Definition of Performance:

Within the operational audit context, performance refers to the economy, effciency, and
effectiveness of operations under management's control. Operational audits assess the extent to
which resources are acquired and utilzed with due regard to economy and effciency and whether
management has put in place mechanisms to accurately monitor and assess whether programmes
are meeting planned objectives, Operational audits do not report on the achievement of results,

Performance also refers to the manner is which activities are conducted - i,e, whether they are
conducted in accordance with UNDP values, UNDP values encompass the notions of prudence and
probity, as well as the necessity of taking acceptable risks,

Standard Ratintl Definition

Satisfactory In general, controls were in place to ensure that operations

are economic, efficient, and effective; and that activities are
conducted with due regard to UNP values. Any
weakesses identified were not significant enough to
compromise the overall performance and the control
environment. The range of corrective actions required by
management is moderate.

Partially Satisfactory The majority of key controls were applied. However, some
significant control weakesses were identified. Timely
corrective action by management is required to correct these
weakesses.

Deficient Control weaesses identified were widespread or were
significant enough to have a negative impact on
performance. Management needs to tae immediate
corrective action to improve the control environment.
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United Nations. Nations Unies
INTEROFFICE MEMORANDUM MEMORANDUM INTERIEUR

Ethics Office I Bureau de la déontologie

CONFIDENTIA

TO: Mr. Kemal Dervis
A: Administrator, UNDP

DATE: L 7 August 2007

I'ROM: Robert Benson
D~: Director, Ethics Offce

SUBJl!C.T:

OBJET:

Re. Our File 2007/129

I wish to thank UNDP for submittng such a detiled and thorough submission regarding the
protection from retaliation cae for which I have beR conducting a review.

While, from a purely legal perspetive, the Ethics Offce does not have the jursdiction to
addres a request for protection fiom reiation in relation to caes arising from UNDP, as
Director of the Ethics Offce, I unertk the review of this case ba upon the following:

(i) I received what i considere to be sincre an deeply concrned representations
frm the President ofUNDP's Staff Council, who ar clearly intereste in
ensurng this mater be dealt with in the best interests of UNDP;
an absence of an applicable protection fiom retaliation policy within UNDP;
the diret and public intervention of one of the Executive Board members ottheUN DP; and '
accountabilty in this mattr is ultimately to th General Assembly.

(ii)
(ii )

(iv)

On this latter point, that is acuntabilty to the Genera Assembly, J note that UNDP has itself
acknowledged its accountabilty to the General Assembly through its Executive Boar and
ECOSOC.

One has to appreciat that in addring a protetion from retaliation cae, thre signficant
steps are involved, The first involves a preliminar determination whether a prima facie cae of
retaliation has ben made out; if so, then, during the secnd phase, th burden shift to the
Organii.ation to establish that the 'pnma f~cie' retaliation was not as a consequence of the
individual's paricipation in a protecte activity. Dunng this second phas, a through and
detailed investigation of the fact of the ca is underten. The information UNP has raised

in its submission would be considere durng this phae, and it would be considered in the
context of the UN's Charer and accuntabilty to the General Assembly. Durng the final
phase, ifin fact it is found that thre was a retaliatory act, appropnate meaures would be
recmmended in order to addrs the issues that have arisen as a consequence of the onginal
complaint

In the present cae, we discuss the posibilty ofUNP, without ceing jurisdiction in future
caes, allowing this cac¡e to procee within the parmeters of ST/SGB/2005/2 i , However, you

Permanent Subcommittee on Investie:ations

EXHIBIT #2a
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have indicated that after discussing this matter furter, and in light of ongoing inquiry being

undertaken by the Board of Auditors, UNDP wishes to conduct its own external review.

When I undertook my review of this cae, it was done so within the parameters of
ST/SGB/200S/2I, indeed, the Ethics Offce received independent and corroborative
information in relation to whether a prima facie case of retaliation has ben established.

While it is now understood that the case wiJ not proceed any furer within the pameters of

ST/SGB/200512I, I must advise tht ha the jurisdiction of the protection from retaliation

bulletin applied, the information reeived by the Ethics Offce would have supported a
detennination that a prima facie case had ben established in this case.

Should UNDP wish to recnsider puruing this mattr within SlïSGBI200SI2I, 1 believe it
would be in best interests of the United Nations and UNDP to do so.

cc: Mr. Secreta-General
Mr. Nambiar
Mr. Melkert
Mr, Shkurtj
Mr, Samara



UNITED NATIONS (8 NATIONS UNIES

Ethics Office Bureau de la déontologie

Headquarters - Siège. S-3001, New York. NY 10017

TeL. 1 (917) 367-9859 Fax,1 (917) 367-9861

Reference: 2007/129

17 August 2007

Mr. Shkurtaj,

. I have enclosed for your information a copy of the corrspondence which I have today sent to
UNDP in relation to your 5 June 2007 reuest for protection from retaliation.

I have indicated fiom the outset, that there was an issue regarding the application of
ST/SGB/2005/21 to UNDP. In fact, from a purely legal perspeive, the Ethics Ofce does not
have jurisdiction to address a request for protection from reliation arising from UNDP.
However, as Director of the Ethics Offce, I undertook to review your cas, based upon the
following:

i reeived what I considered to be sincere and deeply concerned

representations from the President of UNDP's Staff Council. who are
clealy interestd in ensuring this mater be deat with in the best inters

of UNDP;

(ii) an absence of an applicable protection from retaliation policy within UNDP;

(iii) the direct and public intervention of one ofthe Executive Board members of
the UNDP; and

(iv) accountabilty in this matter is ultimately to the Generl Assembly.

(i)

As is evident from the attached me~orandum, UNDP ha... decided that it doe not wish to pursue
this matter within the parmeters of ST/SGB/2005/2l;however, having underten to conduct a
review of your cas, had the jurisdiction of the protection from retaliation bulletin 'applied, in my
view, a prima facie case ofreta1iation would have been estblished.

While it is unfortunate that this matter wil not be considered independently and within the
parameters of ST/SGB/2005/21, the Ethics Offce hópes that UNDP wil recnsider this matter, in
the best interests of the United Nations.

~
Robert Benson
Director, Ethics Offce

cc: Mr. Samaras

Permanent Subcommittee on Investieations
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United Nations S T /SGB/2005/22

(~'L Secretariat..~ 30 December 2005

Secretary-General's bulletin

Ethics Office - establishment and terms of reference

The Secretar-General, for the purpose of securing the highest standards of
integrity of staff members in accordance with Article 101, paragraph 3, of the
Charter of the United Nations, taking into consideration paragraph 161 of 

the 2005

World Sumit Outcome! and pursuant to General Assembly resolution 60/248,
hereby promulgates the following:

Section 1

Establishment of the Ethics Offce

1,1 The Ethics Offce is established as a new offce within the United Nations
Secretariat reporting directly to the Secretary-General.

1.2 The objective of the Ethics Offce is to assist the Secretary-General in ensuring
that all staff members observe and perform their functions consistent with the
highest standards of integrity required by the Charer of 

the United Nations through

fostering a culture of ethics, transparency and accountability.

Section 2

Appointment of the head of the Ethics Offce

The head of the Ethics Offce shall be appointed by the Secretar-General and
wil be accountable to the Secretar-General in the performance of his or her

functions,

Section 3

Terms of reference of the Ethics Offce

3,1 The main responsibilties of the Ethics Offce are as follows:

(a) Administering the Organization's financial disclosure programme;

(b) Undertaking the responsibilties assigned to it under the Organization's
policy for the protection of staff against retaliation for reporting misconduct and for
cooperating with duly authorized audits or investigations;

1 See General Assembly resolution 60/1.

05-66834 (E) 030106

*0566834 *
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ST/SGB/2005/22

(c) Providing confidential advice and guidance to staff on ethical issues

(e.g" conflct of interest), including administering an ethics help 
line;

(d) Developing standards, training and education on ethics issues, in
coordination with the Offce of Human Resources Management and other offices as
appropriate, including ensuring anual ethics training for all staff;

(e) Such other fuctions as the Secretar-General considers appropriate for

the Offce.

3 ,2 The Ethics Offce wil not replace any existing mechanisms available to staff
for the reporting of misconduct or the resolution of grievances, with the exception
of certain fuctions assigned to the Ethics Office under section 3,1 (b) above,

3.3 The Ethics Offce shall maintain confidential records of advice given by and
reports made to it.

3.4 In respect of its advisory functions as set out in section 3,1 (c) above, the

Ethics Offce shall not be compelled by any United Nations offcial or body to
testify about concerns brought to its attention,

3.5 The Ethics Offce shall provide annual reports to the Secretar-General and,
through the Secretar-General, to the General Assembly, The reports shall include
an overview of the activities of the Offce and any evaluations and assessments
relating to such activities, The Ethics Offce may also comment on rules,
regulations, policies, procedures and practices that have come to its attention, and
may make recommendations as appropriate.

3,6 The Ethics Office may be consulted on policy issues where its expertise, views
and experience may be usefuL.

Section 4

Access to the Ethics Offce

4,1 All staff shall be informed of the manner in which they can bring matters of

concern to the attention of the Ethics Offce.

4.2 No person who brings a matter to the attention ofthe Ethics Offce or provides
information to it shall be subjected to reprisals because of such action.

Section 5

Duty to cooperate with the Ethics Offce

All offces and staff members shall cooperate with the Ethics Offce and
provide access to all records and documents requested by it. The exceptions to this
are medical records that are not available without the express consent of the staff
member concerned and Offce of Internal Oversight Services records that are subject
to confidentiality requirements, Reports of the Joint Appeals Boards shall be
routinely sent to the Ethics Offce unless the appellant objects.

Section 6

Duty to report misconduct

Nothing in the present bulletin shall limit the duty of staff members to report
misconduct.

2
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Section 7

Access to internal recourse mechanisms

Nothing in the present bulletin shall limit the abilty of staff members to seek
redress through the internal recourse mechanisms,

Section 8

Entry into force

The present bulletin shall enter into force on 1 Januar 2006.

(Signed) Kofi A, Annan
Secretary-General
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United Nations S T/SGB/2007/ll

(~, Secretariat.,~ 30 November 2007

Secretary-General's bulletin

United Nations system-wide application of ethics: separately
administered organs and programmes

The Secretar-General, for the purpose of securing the highest standards of
ethics and integrity of United Nations staff members and ensuring the consistent
application of such standards within the United Nations including its separately
administered organs and programmes; in accordance with Aricle 101, paragraph 3,
of the Charer of the United Nations, taking into consideration paragraph 161 of the

2005 World Summit Outcome,i pursuant to General Assembly resolution 60/248,
and consistent with Secretar-General's bulletin ST/SGB/2005/22 of 30 December
2005, entitled "Ethics Offce - establishment and terms of reference"; and in

consultation with the executive heads of separately administered organs and

programmes, the Secretar-General hereby promulgates the following:

Section 1

Principles

1.1 The ultimate goal and principle of an Ethics Offce of a separately

administered organ or programme of the United Nations, established by the
Executive Head of the organ or programme, pursuant to the present bulletin, shall be
to cultivate and nurture a culture of ethics, integrity and accountability, and thereby
enhance the trust in, and the credibilty of, the United Nations, both internally and
externally.

1,2 Independence, impariality and confidentiality are vital prerequisites for the
functioning and operation of an Ethics Offce of a separately administered organ or
programme of the United Nations, and they shall be fully respected.

1.3 In the performance of their responsibilties and duties, the Ethics Offces of a
separately administered organ or programme of the United Nations shall not be
compelled by any United Nations offcial or body to disclose issues brought to their
attention. This is without prejudice to the role of the Ethics Offce in the Secretariat
as set out in section 4 below,

i See General Assembly resolution 60/1,

07-62109 (E) 301107
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1.4 The present bulletin shall be read in conjunction with Secretar-Generals
bulletin ST/SGB/2005/22 of 30 December 2005, 

entitled "Ethics Offce -
establishment and tenns of reference".

Section 2

The head of the Ethics Offce of a separately administered organ or programme

2,1 Each Ethics Offce of a separately administered organ or programme shall be

headed by an Ethics Offcer, who shall fuction independently and report directly to
the Executive Head of the respective separately administered organ or programme.
When appointed, these ethics offcers assume the relevant functions of existing
ethics focal points as described in section 3 below, The Chairperson of the United
Nations Ethics Committee, whose role is set out in section 5 below, wil provide
input into the anual performance assessment of each of the Ethics Offcers,

2.2 If a separately administered organ or programme has not designated an Ethics

Offcer by Januar 2008, the Ethics Offce of the United Nations Secretariat shall
discharge the duties and responsibilties of the Ethics Offce, as set out in this

bulletin, until the separately administered organ or programme designates an Ethics
Offcer.

2.3 The Chairperson of the Ethics Committee is responsible for providing
functional leadership to all Ethics Offcers of the fuds and programmes, in order to
promote the building and developing of capacity, including adequate levels of
professionally qualified resources; and ensure adherence to consistent methodology
in the delivery of ethics-related services.

2.4 The responsibilties of an Ethics Offcer of a separately administered organ or
programme's Ethics Offce shall neither prejudice or replace existing investigative
or other relevant mechanisms, nor replace procedures for the administration of
justice of the separately administered organs or programmes or the Secretariat,
established in accordance with the relevant staff regulations and rules.

Section 3

Terms of reference of the Ethics Offce of a separately administered organ
or programme

An Ethics Office of a separately administered organ or programme shall have
the following responsibilities:

(a) Developing standards, training and education on ethics issues, in
coordination with the relevant units of the separately administered organs and

programmes such as Legal, Internal audit/Oversight, and Human resources, as
appropriate, as well as the United Nations Ethics Committee, as set out in section 5
below, in order to ensure that there is a uniform and consistent application of ethics-
related issues within the United Nations system;

(b) Providing guidance to management of the separately administered organ
or programme concerned to ensure that the Organization's rules, policies,
procedures and practices reinforce and promote the standards of integrity called for
under the Charer of the United Nations;

07-62109
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(c) Providing confidential advice and guidance to staff of the separately
administered organs or programmes on ethical issues;

(d) Serving as a focal point for raising staff awareness within the separately
administered organ or programme on ethical standards and expected behaviour
within the context of oversight of each separately administered organ or programme
as well as human resources development policies, strategies and programmes and in
close cooperation with its respective oversight and human resources organizational
units;

(e) Undertaking the responsibilties assigned to the Ethics Offce in
accordance with the policy for the protection of staff against retaliation of the
respective separately administered organ or programme;

(t) In the absence of a separately administered organ or programe having
in place a policy for protection against retaliation, staff members of the separately
administered organ or programme may request protection from retaliation under
Secretar-General's bulletin ST/SGB/2005/21;

(g) Administering the financial disclosure programme of the respective
separately administered organ or programme, except for those staff members at
Assistant Secretar-General level and above, for whom the programme wil
continue to be administered by the Ethics Offce ofthe United Nations Secretariat;

(h) Providing to the executive heads of separately administered organs or
programmes an annual report on the activities of the Ethics Offce.

Section 4

Independence of the Ethics Offces of separately administered organs and
programmes and the rights of staff members

4,1 In order to safeguard and ensure that all matters associated with the discharge

of duties and responsibilties of the Ethics Offce of the separately administered

organ or programme are independent and free from any undue pressure and
influence, solely at the discretion ofthe head of a separately administered organ's or
programme's Ethics Offce, he or she may refer any matter within the Offce's area
of responsibilty, at any time, to the Chairperson of the United Nations Ethics

Committee for advice and guidance, and shall inform the Executive Head of the
separately administered organ or programme of the referral made.

4.2 Staff members of the separately administered organ or programme shall seek
recourse with the Ethics Offce of the respective separately administered organ or

programme, and use the existing policies, procedures and resources available within
the separately administered organ or programme to address ethical issues, In
principle, allegations of retaliation shall be handled by the respective competent and
authorized units within each separately administered organ or programme.

4.3 If, following the receipt of a request for advice or complaint submitted by a

staff member in accordance with subparagraph (c) or (e) of section 3 above, the
respective Ethics Office does not, within fort-five days, formally consider the

request, the staff member may then refer the matter in writing to the Chairperson of
the United Nations Ethics Committee, Alternatively, if following a final
determination by the respective Ethics Offce of a matter referred to it by a staff
member, the said staff member wishes to have the matter reviewed further, he or she
may, in writing, refer the matter to the Chairperson of the Ethics Committee. In such
an event, the Chairperson, after consultation with the Ethics Committee, may

07.62109 3
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undertake his or her own independent review of the matter and provide a written
report to the Executive Head of the separately administered organ or programme,
Independent review for the purposes of this provision shall include review of the
actions already taken by the concerned Ethics Offce, determination of what
additional actions are required, including, in the case of matters fallng under
subparagraph (e) of section 3, whether referral for investigation is waranted based
on the requirements of the policy for protection against retaliation of the concerned
Ethics Offce, and provision of recommendations to the Executive Head of the

concerned separately administered organ or programme. The Chairperson wil
include a sumar of all such cases in the anual report of the activities of the
Ethics Offce of the United Nations Secretariat.

4.4 Where a matter has been referred for advice and guidance by an Ethics Offcer
of a separately administered organ or programme to the Chairperson of the Ethics
Committee pursuant to section 4.1 above, or where a staff member has referred a
matter pursuant to section 4,3 above to the Chairperson of the Ethics Committee, the
Executive Head of the separately administered organ or programme shall provide
the Chairperson with the necessar support, including access to records, staff
members and contractors, where feasible,

Section 5

United Nations Ethics Committee

5.1 The United Nations Ethics Committee shall be established consisting of the
heads of the Ethics Offces of the separately administered organs and programmes
of the United Nations and the Ethics Office of the United Nations Secretariat, The
United Nations Ethics Committee shall be chaired by the head of the Ethics Offce
of the United Nations Secretariat.

5.2 The United Nations Ethics Committee shall establish a unified set of standards
and policies of the United Nations Secretariat and of the separately administered

organs and programmes, and consult on certain important and paricularly complex
cases and issues having United Nations-wide implications raised by any Ethics
Offce or the Chairerson of the Ethics Committee.

5.3 Meetings of the United Nations Ethics Committee shall be convened by the

Chairperson.

5.4 The United Nations Ethics Committee shall review the annual reports of the
Ethics Offces of the United Nations Secretariat and the separately administered
organs and programmes and make recommendations for the future, as may be
appropriate, The executive heads of the separately administered organs and

programmes shall include, in their anual reports to their respective Executive
Boards, the recommendations made by the United Nations Ethics Committee that
specifically relate to them.

Section 6

Entry into force

The present bulletin shall enter into force on 1 December 2007,

(Signed) Ban Ki-moon
Secretary-General

4
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i This organizational chart is dated December 2003 and appears in an audit report issued in 2004. The

Subcommittee redacted the names of individuals to protect their identity and inserted the term "DPRK
Official" to indicate which positions were filled by local staff,
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Excerpt from 2004 UNDP Internal Audit
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U:-1T STATE REPR'EENATi: FOR

UNI NATIONS MAAGEMNT /I R,5FRM

140 EAST 45 STREET

NF. YORK. N.Y. 10017

Janar 16.2007

Dear Mr. Melkert,

I enjoyed our discussjon over breakfast this morning and I undertan that Mr.
Dervs;s currently on travel.

Than you agai for allowing me to lead a Unite States Mission to the United
Nations Managemtmt Review Section (USUN MR) team on an hi person review of
certain UNDP DI'RK internal audits on Januar 11, 2007. At the meeng UNDI' miu
avai.lable thee (3) Intenis1 Audits (1999, 2001,2004) for USUN's on site review (no
photocopies pennttod).

For your infoimion the fol1owing specific points and conclusions were drawn

dirtly frm the Audits durig the Six (6) hour in pètn review by USUN MR. 1 The
Audits reveal that:

4.

UNP local sta is dominated by DPRK goverent employees;
UNP DPRK. governent employees have performed fiancial
and program mangerial êOre functions in violation ofUNP
mles;
The DPRK government inist upon and UNP pays oash to locaJ
DPRK goverent suppliers in violation ofUNP rucs¡
UNP funds DPRK controlled projects without the oversght
reuired by UNDP roles;
There i.s no audit review ofDPRK contolled programs in violaton
of UNP rules;

i.
2.

3.

5.

Mr. Ad Melker
Associate Administratori

United Nations Development Prgr,

One United Nations Plaz. Room DC1-2118,
New York, New York 10017,

i USUN relies solely nn the accuracy ccftbeee KPMG and UNOP Inter audit.t in detcrming the efficacy

ot1h statlmentJ included in this letter.

Permanent Subcommittee on Investil!ations
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The D'PRK refuses to allow outside ai.ts of any DPR projects

and insea either limits UNP auit$ or utilize$ "sham" DPRK
audits in violation ofUNP rule;
UNP offcial ar not peritted lo perform site visitt to many
UNP DPRK projec in violation ofUNP rules;

The UN? program ha laudable goals of providing asistaoe to the Nort Korea
peoples. UnfortWtatety, because of the actions of the DPRK goveren and the
complicity ofUNDP. at lea sice 1998 the UNP DPRK prgrii has bee
systatcally perered for the benefit of th Kim Jong 11 regie - rather than the people
of North Korea. The UNP DPRK program ha for years operated in blatat vIolati01 of
UN nnes, sered as a. stady and large source ofhard cu.cy and otber resurces for the

DPRK govemment with minimal or no assurance tht UNP funds and resurce are

utilized for legitiate development acvitiee. Importiitly, UNDP aparently has failed
to bring thc wid~read violation ofUNP nnles in the DPRK country pmgttlm to the

attention of the UNP Executive Board.

6,

7,

Bah Audit found that the UNP DPRK progr was only Margilly or
ParaUy Sufficient indcatng. "timc1y corrtive action Îs required by management"

As of December 3 i i 1998, UNP had three (3) inteIJtjou.a1 staff (Resident
Representative "RRu, Deputy "DRR" and Associae 'CAR") and four (14) local staf

in th DPRK program. 1999 Au4 pg. 220f50. As of2001, UNDP had sixte(:n (16)
tota staff - two (2) Inteationa Sta, ànd fourtee (14) loea! stff in the DPRK Of the
14 local staf, th (3) sered in progr functions an e1even (11) sered in

administration and finaoe functons. 2001 Audit. Annex 'DR. 4 of $. ÀJ of2004 the
UNP DPRK progr consiste of two (2) Internatona sta and twenty.two (22) local

Staff and One SSA (consultat). Of the 22 loca stff, nineteen (19) sered as gener
serices staf and three (3) sered as national progr offcer. 2004 Audit pg. l4 of 57.

Al UNP local staffjn the DPRK are secnded fTom and contrlled by the DPRK
government. Various CitaotU ir aU Audits. e.g. 2001 Au~m nii. 22 of SO, In a.pparent
violaton ofUN rules, UNP pays aU loca sta salares directly to the DPRK
govemmcnt, as dictaed by the DPRK which is to then '~pass ont' payrert to the iocal
seconded staff UNP pays $120.00 per month in a mea allowance dirc;ctly in cash to
the local staff also in apparent violaton of UNP rules. 2004 Audit 'Og. 31 of 57.

Local DPRK (goverment) peromel perform most UNP office fuctions aa local
staf or under SSA or SC's (consultig contr) including "coren functions required to
be pcrfonned by international staff in violaton ofUNP rules. For example aparently a
loca DPRK national working under contrt performed the following functions:

. Bank Signtory and cerifyng offcer: functons

. Pcrsonnel Actions

. Prepares Contrts and Travel Authorizations

. Manages Pety Cæ;h and maintain.s financial records



. Acts as staff offcer to dispose of equipment and supplies

Accordg to UNP management, "(i)n view of the fact th~t al National Staff ~e not
UNDP staff as the DPRK govenuert secds them and thu: they are (DPRK)
goverment employee. Thefore in the absence of 

the regular interational stafwe had
no choice but to asign the futions of certfyi office and bank signatory to the (local

st Special Ser~ Ageeen holder.,. ,n 2001 Audit 02.26 of 50. UNP
mangement of pet cas is inadua and without apppnate contrls. The UNP
check book is not adequatly controlled or kept in a secur locion and. no check register

is kept reflecting checks wrtten. e.¡. 1999 Audit 1)~. 35-37 of 45.

As of 1999 there were twenty-nine (29) ongoing UNP projec in the DPRK
with a total budget of $27.86 mimon. There ar two geera tyes of projects:

DPRK Natonal Exection progr (NBX) which are "nationaUy
exected" by tne DPRK goveren with UNP paid funds. Such
progrs constituted 66.7% of al DPR progrs;
UNP djre1y executed progr which constituted 28.7% ofal1
DPR programs.

1999 Audit p~. 7 of 45. The Audits criticize UNP for routinely making direc payments
to the DPRK (supposedly for di.sburement) for DPRK NEX Prgrs. UNP pays
diectly in cash. for aU loca expenditu for UNP executed progrs. 1999 Audi.t pg.
220f45.

1.

2.

UNP does not use Ù)al Purcse Order (PO's) foms and aJ110cal purch,es
are made with cash. 1999 Audit P2. 4 of 44. Evenpurchascs over $1,000.00 are made in
cah. 1~9Q Audit Pjt 38 of 45, There are no looal DPRK supplim other than the DPRK '
goverment, the DPRK goverent fixes aU prices and the DPRK does not accet PO's.
The DPRK goverent does not act checks - only cash. There are no aaua DPRK
goverent contrbutions (in-kind or otheee) towar loca in-countr UNP offce
costs ("OLOC'') - meaniig the DPR charges and UNP pays toe DPRK for aU local
offce costs including such as ret.2 1999 Audit Dg 39 of 45. As a result all of UNP's
loca expenditu and procJ:=ent are paid in cash diretly to the PPRK governent.

KPMG saled cortain progra projects durng the 1999 and 2001 Audits. In
2001 KPMG sampled twelve (12) DPRK projects and found that UNP did not maintain
financial rtJorts or audits of seven (1) of the 12 sampled projects. iOO1 Audit RiS. 12..15
of SO. "Howeve it should bo note that th NE audits (perormed by the DPRK
goverent) a.re ge:eny defetive aT1d dQ not clearly identify and address issues whicb

require follow-up." 2001 Audit pE i 7 of SO. There are "serous denciencies in the NBX
audits" and .tit is not possible to ascerai who is actual1y resible for caryig out the
NEX audits.... (in the DPRK goverment),'" 2001 Audit pg is Qf50. ''There are no
goverent (DPR) audito as such" and each N£X "audit" is caed out by tlle

1 B~ 1999 Audit PP 14 of 1 S, whee t.DP eorrts tbat 1()c; contbutìs ar gerreral1y office:

i;p¡¡co and national Stff timo.



respective DPRK ministr designated as goverme executig agent. 200 i Audt t)~. 21~. i
UNP rules reuir at east one (1) prject field viit 

per ye. In 1.999 K'PMG

analyz a sample of five (5) $eleced prjects and concluded that there wer no prject
field visits to th (3) of the projects (for many ye). UNDP canot fulfill the one (1)
project field visit per yea rue b~cause the D'PRK prohibits foeign visitors (including
UNP inicational st trom visiting vaaous UNP DPRK project sites. 1999 Audit

D2. 14 of SO.

Simply put in the absece ofre audts an site visits it is impossible for UNP
to verfy wheter or not any of the fuds paid to the DPRK for suppose use in UNP
progrs have acly been used for booa fide deve1apment purses or if the PPRK

has converoo suoh fuds for its own ilicit puroses.

Based on the above desbed, and disturbing findings as well as the infonnation
exchanged in our earlier cOITspondonce, it is imperve tha UNDP shinc the bright light
ofreal oversight on the DPR progr Without re trnsparency and without tIly
undestading the natur of the UNDP progrm in DPRK. no Executive Board Men'ler
wil be in a position to mae an infonned decision on the appropriate continuaton or
deferr otthc DPRK prgr.

Accordingly, I urge you to immediatly institute a ful1 independent and outside
forensic audit of the DPRK countr program going back to at 1east 1998 with an
einphais on our concer that the DPRK regie has covered the development resources
of the UN and UNDP to its own ilicit purpses.

i appciat 311 of your help.

Th you for yoW' attention to this matter.

Sinceely,4.rrd
MarkD. Wallace
Ambasador



-----Original Message-----
From: II (Legislative Affairs)Sent: ~e OS, 2~
To: ~ (HSGAC); -- (HSGAC);
SubJ~ DPRK paper and attachment

(Warner)

- = Redacted by the Permanent

Subcommttee on Investi ations

Hello -

As discussed, please find attached points from the recent briefing by Amassador Wallace
re: UNP in DPRK, which Senator Coburn, Senator Coleman and Senator Warner expressed
interest in receiving. Please let me know if I can be of further assistance. Thanks.

Sincerely,

u. S. Department of State
Bureau of Legislative Affairs
2201 C Street, NW
Washington, D.C. 20520

Permanent Subcommittee on Investi2ations
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May 23 Briefing by Ambassador Wallace
Regarding UNP Activities in North Korea

The State Deparent has previously reported findings of irregularties about
cash payments related to UN Development Program (UNP) activities in Nort
Korea, seconded DPRK governent officials working in key UNDP positions,
and the lack of monitoring and site visits in UN Development Program
activities in North Korea. Information from UNP eyewitness accounts and
internal UNP business records show that:

. Durng 2001 and 2005, UNP, using electronic fuds transfer (EFT),
transferred over $7 million of its funds to a DPRK government entity,
National Coordination Commttee for UNP (NCC).

. During 2001-2002 UNP transferred at least $400,000 to DPRK
through a Macau-based entity.

. UNP also used EFT to transfer over $8 million of other UN
agencies' fuds to the DPRK government durng the same period.

. The DPRK governent then transferred at least $2.8 million ofUNP
fuds to DPRK missions in Europe and New York to "cover buildings
and houses" including as payment for purchase of buildings in France,
UK, and Canada.

. In Januar 2006, UNP headquarers instrcted UNP's Pyongyang
office to make no reference to North Korea in payment details when
executing payments drawn from UNP's overseas U.S. dollar
account.

. UNP paid nearly $2.7 million for "goods and equipment," to an
entity that has ties to a North Korean entity that has been designated
under E.O. 13382 as the main North Korean financial agent for sales
of conventional ar, ballistic missiles, and goods related to the
assembly and manufactue of such weapons.

. UNDP procured for DPRK the following equipment with possible
dual use: 1) global positioning system (GPS) equipment;
2) computers and computer accessories; and 3) a mass spectrometer.



. UNP's locally hired employees (seconded from the DPRK
government), on several occasions, "withdrew" from UNDP's account
at the DPRK's Foreign Trade Ban (FTB) what UNP officials
reported were counterfeit U.S. currency, amounting to at least tens of
thousands of dollars.

. UNP also withdrew U.S. dollars from its euro account at the FTB,
which charged an apparent conversion fee per transaction for
converting euros into U.S. dollars.

. In March 2007, UNP procured for the DPRK 29 books under a
"capacity building for ars control and disarament" project (see list
of books attached).

. UNP is alleged to have retaliated against an employee who revealed
informtion relating to UNP mismanagement and abuses and to have
sought to intimidate other employees from providing such
information.
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Summary of Transactions from IFTJ to DPRK Embassy Accounts for
Purchases of Buildings Purportedly Related to UNDP Activity

Prepared by the Permanent Subcommittee on Investigations
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EXHIBIT #10



, '

'.
- = Redacted by the Permanent

Subcommttee on Investi ations,.

8
APPLICATION FOR PAYM

'" 8
ORDER

J I We reque you to send'by 0 Demand Dr (XTeJcphc Transer 0 Ma T~ ~. Date: 10t APR 20To: Banco Delta Asia S.A.R.L.

Macau

.Be~6åa DELATION GB DB LA~D. DB CORE"

Addss: (iC enquid)

Al No. of Befí

Nam of Reng Bank
BANQU COMMCIPOUR L'BUO HDUNORDEUO" PAR

Add of Reing Bank

Mesge BIO NANA COORD1NATG CO
(if an) OF TI DPRFOR UNP

COVE BtmmG
Amt in wo " figues (. USD.30.QO.OO . )
U.S..DO TBHURE motJAN ONLY.

'I

~iA
HK Equi

Tel No.:.
373848

aDAlRE/OTT /2227/0e -°Päymnt of ti al remitt ~
o By ca
o By ddue .

(subjec to fin:!1 clearanc)
Ô Plas deNt m I our acunt

no,

o

Prepare I C1ecked

OPF.r:!~OII9'') BRANCH COpy
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e
APPliCATION FOR PA

.
Nf ORDER

1:0: Banco "Delta Asia S.A.R.L.Macau .
II We reues ~ to send by 0 Dend Dr !XTelll Traer b Ma 11

i

Date: 3rd MAY 20

Be DELTION GHNDB LARP DE!CO
Addres: (iC enqui)

Nc No. of Benefici

Nam of Reng Ban BANQUB COMMCI PO

Add of Reng Ban FRCE

Me B/ NAONA CORDINATIG CO
fiC any) 01 TH UNP

COVE BtmING NHOUS RE.IT62-8
Amt in wo " figu (US:30,OO.OO )
u.s. DOlL 1HHURE mOUAN ONLY.

HK Equi

Namé of Apt:
¡OIN co.

373848
Td No.:.

BQP¡~,,T~íi&!~fe~~ ND
o By ca
o By chue

(suje to fina clranc)
Èi Plse debii m I OUf. act

no.

o

Prere .1 Chked
.. .

OPE()82 (0 IJ9 I BRANCH COPY
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APPLICATION FOR PAYM ORDER

- = Redacted by the Perment

Subcommttee on Investi ations

JI

To: .Bà.CO Delta Asia S.A.R.L.Macau' . Date: 10t MAY 20

II We reque yo to send by 0 Dend Dra jQ Telph Traer 0 Mal Traer

Be DELGATION GE DB LARPD DB CORE DR PAR
Add ("iC enuire)

Al No. of Benefi

. Nam or Reivg Ba BAN iU COMMCIPOUR VEUOPEDUNO

Add of Reg Ban FRCE

Mege
("if any)

B/ONAONA CORDINAT CO
FOR UNP

FOR OFFCE USE ONLY

Dr I Ref. No.:

Amt in wo" fi ( us.2,OO.OO )
U.S. DOlL 1WO HURE TW mOUSAN

. Payi¡ Aget: ;.t

Ra
Cable I Pt

Ij Equi

Tel No.:.

B~.~tt~ .
o By.chue

. (sbjec to finil cleranc)
~ Pla.'õ clbit mi l QUr ~t

11.

is ma subj to 1I

o

~~- Chked '.................. .

OPEO~ ~OIJ91 BRANCH COPY
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APPLICATION FOR PAYMNf ORDER

- = Redacted by the Perment

Subcommttee on Investiiiations

Be EMASSY OF DPR OF KORE1N SWE~
Add: (iC enquired) i

Date: 17th JU 200To: Banco Delta Asia S.A.R.L.

. Macau

II We rees yo to send by 0 Deiñnd Dr ~ TcI Transer 0 Ma Tra

Nc No. of Beal

Nam of Re Biu BAN OF AMCA NATIONAL TRUST AN SAVIGS ASSOCTION NE

Ad ~ Reg Biu YORK FOR CRIT TO NORDEABAN SWEN AB(pUBL), STOCO
SWEDEN

Mege B/O NATIONAL COORDINATIG CO..
("if 11) FOR UNP, RE.TT62-127

MSG: PAYM FOR PURCHE OF BUlIN
Amt in wo & figu ( USD.300,OO.OO )

U.S. DOIIS TH HURE mOUSAN ONLY.

FOR OFFCE USE ONLY

Dr I Ref. No.:

Payig Agent

O~

Rate . HI Eqen

Ca I Posge

./

373848 Tota"TdNo.:.

~¿HIIVa~9£~ .
o By ca
o By c:ue
x. (subjec to fimd clranc)
U Pl debit m I ou

no.

I Aprov .

o

Prred C1kcd

OPEOHOll'1 BRANæ COpy
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APPLIATION FOR PAYMNT ORDER

To: Banco Delta Asia S.A.R.L.

Macau
~ ",.." I 4th AUG 20

II We reque yo to send by 0 Dend Dr Ci TeI Trer 0 Mal Traer

Be EMASSY OF DPR OF KORE IN SWEEN
Add (if enuir

Al No of Befi

Na of Rc Ba BA OF. AMCA NATIONAL

Ad of Re Ba YORR FOR CRIT TO -0

Mes
(i 11)

Dr I Re. No.:

Bfa NATIONAL COORDINATIG CO~
FOR UNP. RE.TT62-139

Am in wo'" fi ( USD.300.00.OO )
u.s. DOLL'TI HURE mOUSAN ON! Ý.

FOR oFFæ USE ONLY

Payi Age

Ra
Cabl I Pö

UK Eqen

Na of Apnt:

ID I Pa No.: JOIN CO.
09 3 . 1 202/08/14 T IG: 013A I.F. T.C.¿

TRW ~RFWDW

. Comi

.
$300 .

,.

Tel No.~ 313848 Tot"

o

BOO.lr.)!ã16lil""S)l~
. 0 By ça

o By cheue
(subjec tò final clnc)

10 Plse debit my I ou act
RO.

~--~
OP.E082(Oll9) BRACH COPY
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APPLlTION FOR PAYM ORDER

To: Banco Delta Asia S.A.R.L.
Macau Dale; 21stAUG200

I , We reue yo to se by 0 Dend Dr ~ Telll Transer 0 Ma Traer

. Bene PER MISION OF TH DPR OF KORE TO NE YORK USA

Add (If enuid)

Ak No. of 8e

Na of Re, 8a JPMORGAN CHBBANK, NE YORK

Ad of Rc Ban

Me ATIGCOMMlIE
(If any) FOR UNDP, REF.'I2-144

MSG: PAYMENFORJ!URCHAE OF BUIDING (CANAD

, AA in wo &: fi (USD.300.00.00 )
U.S. DOIL TH HURE THOUSA:'I ONLY.

FOR oFFæ USE ONLY

).

ll Eq
Na of App

$300, OQ. 00 usn

Tot.

BDAJeTaAIi1~tt ~
o By ca
o By che

d :~ to fina clnc)
. 
no.

o

. C1cced

," l...'l II t. . ,\.,'J I

Prered

OPE082(Ol/9) BRACH COpy
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- = Redacted by the Perment

Subcommttee on Investi£ations
J 8 .

APPLIATION FOR PAYMNT ORDER.

To: Banco Delta Asia S.A.R.L. .

Macau

.-

\ Dat
30 AOO200. . . . ..

II We reue you to send by 0 Dema Dra QJ TeI Transer 0 Ma Tra

Befi PE MION OF nmDPR OF KORB TONB YORK US
Add (iC en
A/ No. of Befiaa .

JPORGACHBANBYORKNam of Rc Ba

Ad of Rc 8a
.-

Me no RDINTI COMM .(if .y) FOR. UNP..RE~TI2-i50 . .
MSG ~AYMFOR. PU OF BU (CA

Am !a wo " fire (US.30.00.00 )
U.S. OOIL TB HU 1H ONY.

FOR OffCE US ONLY

Dr I Re. No.:

Pa Apt
Rale H. Equiee

.'

Na of Appnt IN
¡OI CO.

Ca I Po

ID I Pa No.:
09 58:00 2002/08/30 TIC: 013A

" TRFDW

. ..
Ie")p ;)

37384 TOO"
TdNo.:.

BDAlM~l1/~eI~~
o By ca .
o By chue

oX (subj 10 fi clnc)o Pl det m I ou ac
no.

o

. .

---tb--~-
OPE082(OII9) BRANCH COpy

. .
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- - = Redacted by the Perent

. Subcommttee on Investi ations8
APPLIATION FOR PAYMNT ORDER

To: Banco Delta Asia S.A.R.L.
Macau Date: 3rd SEP 200

II We rtue yo to send by 0 Dend Dtft g:Tele Traer 0 Ma Traer

Be EMASSY OF DPR OF KÖRB~LONON
Ad: (if enui .
'A/ ~ of Be
Nam of Rec Ba . HSBANPL. NORmFICH. 78 K(GHROAD LONONN 122 JXUK

Ad of Re Ba

!R1N11G CO
FOR UNP. RE.'I1S2

MS: PAYM F'ORPUCH OF Bun
Am ÍI wo" fi (US.30.00.00 )
U.S. DOLL TH HURE mOUSAN ONLY.

~
("if 11)

Nam of App lNnoNAFlCBJOOO CO. .
ID I Pa No.:

09 53:41 2002/ 013A I.F. T~C.
I"

TRWDW

37384
. TdNo.:.

TRFDEP
TRFDW

. 0

BDA/RE/orr 15392/0e II

Prpm -- Cbed
OPE082(OllJ)

fOR omæ USE ONLY

o~
:~

. í

HK Eqen

Tor" .

FOt - em 6e Df
BANCO DETA ASIi\ S.A.R.L.

MACAU.

BRACR COPY
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Subcommttee on Investi ations8 '.
APPLIATION FOR PAYMNT ORDEÆ

To: Banco Delta Asia S.A.R.L.

Macau

II We reue yo to send by 0 Dema Dr t:de Tnmer 0 Ma1 Tr

Befi PE MiON OF TIDPR OF KORB TO NBYORKUSA
Ad (iC en
Al No. of Be
Nam of Re Ba JPMORGAN CH B~ NE YORK

Add of Re Ban

Me' 0 CORDINTIG COMM
('If an) FOR UNP. RE.TT-1SS

MS: PAYM~R. PUCH OF BtING (CAAn
Am In wo " fi (USD.40.00.00 )
U.S. DOlL FOURHURJ mOUAN ONLY.

FOR OFRCB USB ONY

Drl Re No.: fP
Pa ~

Pr I C1

Ra
Ca I Po

HK Equi

/
013A I.F.T.C.

TRDW

37384 Tot"
TdNo.:.

BD~l-cc~ JIo By ca .
o B1 dd

è5 (subj to. fi dc)
no.

o

OPE082(OI194) BRACH COPY



'j

UNI STATE REREENTATIVE FOR

UNID NA'TONS MANAGBMBNT AN RUORM

140 EAST 45 STREEt

NEW YORk, N.Y. 10017

June 7, 2007

Bv Hand Deliery'

Mr. Ad Melkert
Associate Admistrator
United Nations Deve1opme:o:t Programe
One Uiited Nations Plaia, Room 2118
New York, New York 10017

Dear Mi. Melkert:

Than you for tak th time to meet with me today and for the meeting with Mr.

Dervs yesterday. As promised we are provicfg specific inforiation related to our' "

concèrns." Beca.use of the detaled na.ture of our concerns, for your convenience I ha.ve
outlined the P9ints that we raised today in ths letter. .

'\

As you know the United States is 'gratly concerned .with the operations of UNDP.
in varous countr programs includii:.g i11 the DPRK. .

The United States is concerned about UNDP tranactions on its ovv behalf.oJ: on
behal of other UN organzations with two entities in. particuuar~ One is an entity knoWlJ.
as Zang Lok Trading Co. (Zang'Lok) and th other islntemational Finace and Trade
Joint CO. (IFTJ). Both'are based in Maca.u- " "

Zang Lok has T.es to a Nort Korea entity that has been designated under United
States laws (E.O. 13382) as the main Nort Korean financial agent fot: sales of .

conventional arms, ballstic missiles, and goods related to the assembly and manufachlre'
of such weapons.

As to IFTJ, we have learned that the DPRK between April and September 2002
directed sizeable transfers ofUNP fundstbrough Banco Delta Asia (BDA) ba,nk
accounts controlled by IFTJ in Macau.. UNDP made certain direct Electronic Funds
Transfer (EFT) payments to the D:PRK's National Coordinating Commttee for UNPP

(NCC-UNDP) in 200F2002 (and at other times) which then insttcted IFTJ to forward
these fuds onward to varous DPRK embassies autside of DPRK in order to purchase
buildings and houses.. As you may know, the U.S. Treasury Deparent in September
2005, designated BDA as a primary m.oney laundering concern in pa.rt because of its role\

,--0'

Permanent Subcommittee on Investi!!ations

EXHIBIT #12
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, .
over a number of year in faciltating illcit fiancial 'tranactions on behalf of DPRK
entities.

. Because of our concern, plèase. provide wormation on all transactions

including, the tota riumber of traractions, the ::ture. of each such:
tranaction (including any items procured) and the arounts' of all such
trsactons UNP erigaged in on its own or on behalf of other UN
organtior:.s with these entities from 1998 unti the present., .

. Please describe how such fud transfers were d.cc:med to be Gonsisient .
with the UNP DPRK .coi.ntr program. PleaSe prov~de ths information
for particularly the DPRK countr program and for any and all other, countr pro grams as welL. '

.. In. addition, pleae provide a copy of the Memoradum of Understading
(MOD) and or any other contract(s) that govern the terms 'of such '
transactions with IFTJ or Zag Lok. "

. Finally, we request that UUP ceae doing business with IFTJ and Zang

Lok.

The United States is concemedwith UNDP'g purchase of equipment that has
"dual use" capabilty (legitiate civilan use and ti.1ita and wea.pons' proliferation use)

for the. DPRK govemtneDt purortedly under the stewardship of the UNP DPRK
country program. . For example it appears that on May 13. 2006 UNP .procur"ed and
dclivered a sophisticated Global Positioning 'Equip~ent COPS) 'syst~m, a portable high-

end mass spectrometer, and a.ll;ge quantity and varety of high specification. computer.

equipment. 'UNP purortedly acquled such equipment for an "AgrcuJtual Assistance
Project for La.dscaping" (the "Landscaping Project").. The UNDP DPRK countr
program for 2005-200.8 as approved in 2004 conta no mentiort of such 'a Landscaping
Project! nor. that UNP would acquire such "dual use" equipment for the DPRK.

. Because of out concm, please' provide inforiation on all tta,lls.actions
including, the tota number of transactons, the D.atue of each such
transaction (includig a description of any items procured) and the

amounts of all suuh transactons in which UNP acquited t1dual usen
equipment on behalf of the DPRK from 1998 unti the present.

. As you are å-warê such "dua use" equipment is subject to U.S. export

contral Jaws. Accordingly, please provide copies of any and al U.S.

export licenses that UNP obtaed for these tranaction.s. ' , ,

. As you are aware, the United States assumes that al UN organizati,ons tnat

are headquarere in the U.S., including UNP', to comply with. U.S.
expott Gon'tollaws and regulations.

. As you are aware the United States is deeply concerned with the ilegal
countcdi:iting ofUnìted States cuqency. On Februa 15. 2007 you advised. me that

i The countr program does state eenera1ly UNDP's jptertion to "improve a.grcultural production for food

safety and envitoiiental sustainabilty," .

2



. .

\
,~ UNP was in possession of suspected counterfeit U.S. dollar ban notes that were

subsequently dellvered to the United States Secret Service.

. . As par,of our ínquiry intç ths matter, please provide topies 'of any and all

UNP øocuments including but not limited to safe content re'cords~ letters,
emails. memorandums, payment vouchers, ii either paper or electronic
form that arse out of or 'relate ii any way to UNP's receipt, retention,
disclosure, .and tuover of such suspected coUnterfeit ban notes to the
United States. '.

. In addiûon please provide copies of any and al UNP Í),ternl

documents, in either paper or electronÎ.c fonn that arse oút of or relate ir
any way to ~y UNDP transaction or activity involvin actual or suspected
counterfeit U.S. curency. .

".

")

. .
As you are furter aware tJDP frequently sponsççred lnteinational travel for

DPRK offcials: In a varety óf intaces UNP's locally .hied employees (seconded

from the DPRK government), appears to have "wi.thdrwn" countedeif U.S. currency
from UNP's account at the DPRK's Foreign Trade Ban (FTB) for such travel even
after UN.P purportedly stpped uSing U.S. dollars in the DPRK ¿ountry program' in

2002. After 2002, UNP did not maintain a U.S. dollar IIccOÙDt in the FTB, but rather.
solely maltaed euro and won accounts. In.intances wherein, UNDP delivered U.S.

dollars to DPRK offciàls, the FTB'chatgcdllNDP two (2) payment transaction charges
rather than the tyièal sin.gle payyent~hand1ing fee. The two (2)"paYtcnt tr~sactiòn
charges appear to reflect a payment-handling fee 'and a curency conversion fee to
convert UNP euros to dollars at the FTB in Pyongyang. .

- .'

.' . Please provide the total number and total amount of iidividuaJ.' UNDP
payments wherein the DPRK FTB charged UNP two (2) separate
pa.yment transaction charges. . .

~ Ple~e..descnbe the reason for FTB's charge andUNDP's payment oftwb
(2) separate payment charges for aai sUch.tranactions.

. Please describe why UNDP'provided U.S. doIlars to DPRK offcials in

Pyongyang for trvel (or for any other reason) afer 2Q02 when euro
curency i~ negotiable worldwide. .

. Please provide any and all information as to UNP's knowledge or
suspicion of the use of counterfeit U.S. dollars in such 1ransactions.

The, United States is con~emed that UNDP procured for. the DPRK 29 ars
control negotiation and other foreign policy related books for the DrRK as recently as
March of this year purortedly for a ~'Capacìty Building in Arms Control and ,
Disiuanent Project" (the: "Project"). The'UNDP DPAA countryprograr's from 2001
to the present do not contemplate nor authorize sQ.ch a Projcct,z

\

" 2 The 1997-1999 UNDP DPRK countt program does refcr to a program entitled "Disaunamcnt and Peace

Insitute Project," but .it does nct Teferencè such book purch.ases. .

3
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.~

:! . Because of our concern., please provide a descrip1iòn c;f the rationale and
. justification foX' the Project and for the book. purchases. .,
In 'addition please provide an expl~ation of how such a Project and book
purChases fall under the scope of the UNP DPRX ~o1.tr program. '
Finally, please.provide a detailed descripT.on of all Project aötlvitisand

. the total amount exened under the ''trrs'' ofthe Project since 1998., .
.

. .
In our meeting with Kemal,Dervis yeStrday, we also briefÌy discusséd the audit:

Mr. Deris su~gested tlat although' the Board. of Auditors "(BOA) Pr"elllinar Review'

found that UNDP .in the DPRK countr program did pay in hard foreign. curency, staffed .
its offce with DPRK governent seconded offcials and that 'DPRK restrcted site visits
to countr projects, that the UNDP Executive Board approyed each of the thee .

aforementioned actions and deviations from such rules.' '.. .
As I indicated, the United States, an Execative Board member~ is unaware of any

time when such activitie~ 'were presente and or approved by the Executive Board.
MoreOver, we have. rcviewed past Execurve Board docui:entS and canot ££.d any such'

references. Mr. DeIVS indicated.that UNP would provide us with the Executive Board
documents that inform of and a.uthorie each ofthe three aforeInentioned açtivìties.
Therefore, we look forward to ret:eivig such pas Executive Board documents fromUNP. . . .' '.

'~".

\
.'

. . .. . " ,
Fìnally. I ¡ook forwd to your response to my letter to you of May 14,2007,. .
We appreciate KII of your help an.d than you for your attention to ths matter.

-Sincerely" .
#,~ußdL

Mark D., Walace
Ambassador

\

_.."
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Letter Identiing Employee 3 as an Employee of International Trade & Finance Joint CO.

(IFTC/IFTJ) (Dated Juiy 2003)

;;~
FAX 1'. ; ¡¿ n-lti. J"ul. ~1 203 l:¿:Z... 1-1(j~ n. r'. if ír J f' c; :

INTERNATIONAL FJANCE AN TRE JOINT qo.Av. clPøa CJ .No"'05. Cb L_lliI 2O--ii.J3 ~uc i: TeI88)41F OM '
; Tel: 37.7,m81"ii 3739

FRM :,

.,
:1
"

;:

i~ To
¡i C.C.

: Delt AØa Finøi Grp - Delta AAia Cret LØd
: Baco Detta As S.AR.L.. Mao - Mr. Edwa NgoIFTC.z;--
: 3 i -Iuly 2003

t-I

~ :

¡ ~ I)
¡;
d
II

i! Re: New ammm

.~¡
Iì. ¡ I Dea Sit11 tI' i: ~ Regag to our amemøøtfthe Foreign Excbgc an GoldlUver dealng. pleae:
: ¡ kilyto adjuswitb ton~gdeJs án cffccü fi 1" Auggss 200:;¡ ¡ .
¡¡ Th au ~ be called an MM~ Ki Tong Cbol wil ¡
: ~ 1n ol-bi Tbc1cr ar arMr. Kim 

Tong Chol no.

:: Th fo yo k: aUonin ths matt.'j

.::
j.
: ; Yours trlY.
J
¡ ~

"

!

: ~

H

.. -

"
;.,\

Permanent Subcommittee on Investi!!ations

EXHIBIT #15a



Excerpt of Fax Identig Employee 3 as a Senior Member of a Delegation from FTB

(Dated September 2003)

A,I" M..LM
I ¡.t ;

To: MI. David Lam

'Fi: Vivian Wong

Re: Name List ofFF Delegaon to M;;can

1. MM 0 Kwan Cbol Preden

2. Ms. Pak SunAe Geer Di

3. Mr. Pac Ie Gan Senor Mager

4.

Permanent Subcommittee on Investi!!ations
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.

United,Nations Development Programme
The Administrator'

22 January 2907

. Dear Members of the Execlltive Board,

In view of'the fortcoming Executive Board session on 'the DPRK country

programe on Thursday 25 Januar 2007 I would like to provide yoù with some
supplementar infonnationtoaid the 'discussion and-to allay any concern which may
have emanated from the Wall Street Jour arcle on DPRK of 19 JanUa 2007.,. '

Please do not hesitate to let me ,know should you re9uire fuer clarfications.

Members of the UNP Executive Board

Permanent Subcommittee on Investi~ations
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Note for the UNDP Executive Board
UNDP Position on the Demoçratic People's Republic of Korea (DPRK) Country Programme

and Operations '

i., UNDP ,opei:ations in DPRK:

.

UNDP is implementing the DPRK programme in accordance with the decisions of 'te entire
Executive Board and with the resolution paased recently by the UN Security CaunciL. There are a

number 6ffotmaJ .safeguards in place ,to ,ensure that implementation is in compliance with exis~ng
rules and regulations, .including the opportnity for the UN Member ,States to ràise audit issues on
country programme implementation on the basis of the annual report by the. UN, Board of Auditors.
These procedures serve both ~ an oversight mechansm and as a safeguard for UN country snff,
paricularly staff that are performing duties ,in' the 'most diffcu1t of circumstances.

, Circumstces in, countries var tr~menaoiily. Yet there is, and s,liould continue to be, a single set of '
wocedures t):at Ol.r operations adhere to': The A-dministratoi and Assoèiate Administrator do not .-
tolerate exceptions to the standard norm ,in co~ntty programe implementation: Since the country
programme is ownedòy tt1e programme countr this requires full c,ompliance from the latter's side,Ì)
order to en~bl,e agencies, funds and programmes to do their work., In the pari cui ai circumstantts thit,

define the options for implementation of-the DPRK countr programme by UNP, the fundannental
,qu~stion is whether there is a role- for UNP at all, or, for that matter'9ther UN agencies. Whil~t this 

is :

II decision for the Executive Board, we would like to emphasize that UNP staff are in NorthKorea
, because, to ~ate, the entire Execuave Board h~ ex~ressed the~i~h for us to bethere'. '

2. Use of hard currency:.. '
The financial management of Qur ,programmes is governed by the UNf Fin~cial Rl,les and

Regulatiöns. Fínaacial Regulations were appr.oved in the Executive Board decisions 2000/4 and
, "2005/17. Th~se do not stip~late specific requirements'with regard to the utilzation of cUTrenCies; Th:

decision regarding the choice of curren'ces utilized is made by the hea.d of each 
Countr Offte. TI

,is included in an internal intruction issued by the Dire,ctor oftne Bureau of Management (BOM). Te

Director of BOM has been delegated authority by the Adrrinistrator to issue ,instructions of ths .

nature. As a result, written waivers regarding utilization of currencies, are Qotrequired by the UNP
programl1e in DPRK. In the internal manual on administration and management çountry Offces an
encouragêd to utilze local currencies as cir,cumstaces permit; ther~by ensuring adequate use of
accumulated local curr~ncie~ and furthennote mitigating risks of devaluation. P11renthetically current

, , payments in ha~d currency only refer to Euros. '

The UNDP Executive Board at its regular session in 2005 Og 28 Januar 2005 took note of 
the curre.

DPRK Country Programme (2005-2006) in its decision 2004/41 without a specific reference to'th~
utilzation of hard currency, generally or by category.

There is not formal requirement to pay local expenditur,es exclusively in loc;al currency, although
Country Offces are encouraged to utilze local currencies as circumstances permit..
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To further clarify the issue of the use of hard currency: either we pay our local 
staff and contractors in

Euras or we exchange Euras for North :Korean Won .via the ,central bank. To mitigate possible
mi~'perceptions about paying euros directly to national staff, we decided to 'change our policies in mid-
December and wi\ no longer be makng direct payments' in 

hard currency to governent, national

parners, local staff and local vendors 'as of 1 March 2007. However, the fact remains that UNP, and
,any other intei:atio,nal entity workiig in'DPRK, m~t purchase local currency from the DPRK Central
Ban.

3. Recruitment of local staff:

The local situ~tion in DPRK is the same for UNP as for diplomatic missions, international,

, orga.zations and NGOs in DPEK: wt: are subject to service agreements with the government on
national staff provision. The pertinent point is whethcr we would want to continue this situation. It is
clear tht we do not want this practice to continue as of 

mid-December we have decided to' dis~ontinue

sub-contra~ting ofnationaJ staff via govemrent recruitment and we have informed the DPRK,' .
governent of this decision. ,- ' , . '
4. Conteiit of the"proposed countrypr!?gramme iÏÏ PPRK:

. The country programme for DPRK before 'you was based on the assumption qf a transjtion to a stage' '
Of institutional development Hov.ever, ÌDthe given circumstaces" we would be ready to fuer
reconsider the content Qf the programme, and make necessaT adjustments to the contents of the
proposed programme" namely to 'coafine our support to, ,more narrowly', circumscribed, human
development objectives and su~mit ths for consultation with the DPRK govemment.

5. Oversight 9f the, programme: '
"

On the basis of the m,ost recent audits conducted in lQ99; 2001 and 2004 ,we have no reason to believe
that our programmes were subverted to .fund, non-legitimate activities. " '

In terms of oversight of the programme ,in DPRK over thé years, UNp has p\lt in place audits and
has made continuous adjustmentt to tighten our, systems ard controls while working in diffcult
circumstaces. In addition additional measl\res have been put in place to strengthen monitoring and

eval,uation of the DPRK countr programe. ', '
Out of eleven ongoing projects that are nationally executed, nine are; de facto, 'directly exec.uted by
UNDP in the form of countr office support to NEX. Accordingly, UNDP financial, procurement and
personnel policies have been applied to their imp.lementation, inciuding' a r,eview by the Loc~i '
:Contracts, Assets and Procurement Committee as necessary. For two NEX projects, adv~nces have,
been given on 'a quarerly ,basis, and reporting has been received from project authorities on the'
amounts spent as per UNP programe procedures. No advances have been made for any other
ongoing NEX project. All advances to the governent have' 

been discontinued as of January 2007.

Importntly the total of transfer paylIIents for 2005)06 is, to ~e pre~ise, US$337,70'1.28.

. Senior management recognize the need for increased caution in th'e post-sanctions environment and
we therefore'intend to seek confirmation that the future country programme would be in accordance
with Security Council ResoJution 1718. ,
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There has been a noticeable improvement in the implementationotaudit T\~comrnendations between

l999 and 2004. The intema\.auditors' count shows that meaningful follow-i.p was given to the many
audit recommendations, with a remarkable dec~ease in the apparent need fqr recommendations in
2004 as opposed to the high numbers ~ 1999 and 20Q1 '

Status Summary Jmplementationof Implementation of ' Implementation of

Recommendations for Audit Recommendations for Audit Recomm~nd~tioiis for Audit

Report RCMOO18* (i$sued Report RCM0081 * (i~sued Rc;port RCM(1148.(issued

Au~ 1999) as at 30 June 2000' '. Jul 2001) as at December S~pt 2004) as at December

2()06, ' 2006

Imp,lemenled ,17 27 ,, 8
In progress 11 1 ,4

Not implemented 3, 3 i

Unclear N/A 0 0

Not auplicable N/A, i 1,

Tote! no. recommendations , 31 38 14, '
. Ibe audits conducted in 1999 an'd 2001 were cae~ out bylbe audit ~ KPMG (b~ed in Maiaysia, '

. - While ths does not indicate that everyg is p~rfect, it underscores the- serious effort made toensun
'effective oversight, despite a less than conducive environment. Mqreover the recommendatiqIIs have
identified fundamental issues that needed to be addressed beYond the existing framework of ,
cooperation with PPRK, Le. direct paytnentS ip hard IIurrency to governent, nationalpartne's, local
staf and local vendors and. sub-contracting of national staf ,via, govern~nt recr~tment. As indicated
above we:have decided to d.i~co~tinue both pra,ctices. ' '. . . .
Consistent with UN, system-wide policies and practices as ariculated in May 2005 by 

,the 'l Chitf

Exequtives', Boård's High'Ltvèl Committee, on Management, internal audit report' are importan
management tools for Executive Heads and therefore confidentiaL. The ,United Nations Board of '
Auditors, has .full access, to 'aU internal audit ,report, and incÌudes -their findings as needed 

in iis',

publicly'-availabie annual report to,1he General Assembly. However, we are currently in di~cussicn
with theUNG ExCom head on the most apprrpriateway forw¡¡d to,ensuie increased 

direct access

to audits findings fòr Board Members. ' ' ".' , ", "

6. UNDP programme and offce disbursements in DPRK, '
Different media references have been made on -the total size ofUNP's programme and offce

" expenditure in DPRR, some widely exaggerated. On the basis of data that have been provided to
date we can say that over the p~riod of the påst ten years the average of annual UNP'disbursement '
has been around $3.6 miHion per,ear. This is, on average, approximately 50% less t):an the ceilngs
approved by ß1e :Board which fnrter indicates the ,high complexity of. operating in DPRK. '

, .

.
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, As of 21 January 2007 the following breakdown was available:

UNDP DlR KORE,,,C!)untry lrol!ammes
A,pproved Programme

A,ctual Disbui:semefits (in US$OOO) ,
Programme Cycle " (in US$oOO) . , ' ,

1997-20,00 17.344 15.959

20'01-2004 19.783' 6.696

2005-2006 ' ,, 22.220
6.451 * "

,

" Total: $59.347 m
"

TotaIAmountdelivered$29.106m
, ' . Board A,pproved Programmes,

* Preliminary figures in 2006: budgets are Dot yet closed," . .
UNDP DPRK Programme and..Offce Support Budget Disbursement.,*

Total. 1997 5,1\95,584
d 5,895,584

1998 6,374,Q49 '773,042 .7,147,091

1999 ' ' 1,596,522 815,255, 2,411,777

2000 2,093,'103 500,339 ' 2.593,442 ,

2001. . 1,514.645 447,930 1,962,575

2002 ' ,1,829,752 '667,170 2,496,922

2003 2,259,861 732,680 2,992,541
,

,903,OOO
..

'1,995,0002004 1,092,000

2005 3,169,000 , 426,000 3,595,000

2006 EST 3,282,000 I,Q46,000 4,328,000"

To'tal' 29,106516 6,311,416' 35,417,932

*includes disbursements outside of DPRK. ' ,
.; * full data stil to be confimed: as~umed to be approximately, the' same magnitude as 1998

7'. The way forward

In order to fuHy review our operations in, DPRK we would welcome a full independent and
external audit of the current programme'in DPRK within the overall 

,framework and ,possibly in

addition to what wil be outlined by' Secretary-General Ban Ki-moon regarding the Funds and

Programmes more generally. We w()uld like to suggest that the Executive Board provide, us with
the necessary guidance on the modalities, of such an audit at the most appropriate time.

. . 22 January 2007,

4



FEB.22'2007 18:~7 212 906 5778 UNDPIOFFICE OF THE ADMINISTRATOR #3544 p.002/002

IN rl . .'
..' e,.4" . , v';s, , .:/ '~~ ¡; rv ~

1:0 r'. ,. ,
!ll' CL\c.-s~ i.r!i ': i, FEB I 3 20 I,..;, I ~ i '

L0 11 A- -, ~..?:-~,J
Dtf:lJr /i; OI'F:".

01 11 5E~rAlly.GeL

\', ,.'

2t ~ 'l?~ 91 ~ ~ if''~

fr ~ -? ~ 11 ~ tß .Kl/

De oeratlc People's Republic or Korea
P hMAN!Nt MiSSION TO THE UNITO MAYtON8
8 0 Second Avenue. 13th Flor, NowYo. NY 10011
, Tel; (212) 972-3105/106 Fax (212) 972.3154

.

New York, February t 3, Juche 96(2007)
E:\cel lency.

.

I have the honour to refer to the external audit on the uestion of 
UN agencies' aid

projects for the Democratic People's Republic of Korea (DP ) and clarify the views on it.
The DPRK has maintained good rela.tions of cooperati n with different UN agerrcies

for several decades.
It is well-known the aid projects of UN agencies inc1u ing the United Nations

Development Programme (UNDP) in the DPRK have been c . ed out in a fair and
transparent way, in confomùty with the UN regulations. The erore, we 

do not mind whether

the extemal audit is being done or not.
However, the audit was proposed at the time when the US alleged the misuse of

U-:DPaid funds in the DPRK and we can not but doubt that emotive and 
purpose ofaudit

an~ strictly in tine with the US hostile maneuvers against the PRK.
Last Januar, tTom dirty political motives, the US fabr cated 1ies that the DPRK might

ha ve used the UND P aid funds for the development of nuclea weapons without foundation
and demanded investigation ou the UNDP aid activities in the DPRK.

As the UNDP has denied, the US allegations are sheer iction aimed at politicizing
international aid to the DPRK.

We huve already ma.de clear that it is the DPRK's con 'stent position to continue the
cooperation with the .UN a.gencies. But ifthe above mentione external audit is to serve the
US attempt to politicize interntional aid to the DPRK,we wi I not tolerate it and the
consequences wil be severe.

I should be grateful if you would have the present Jette circulated as a document of
th~ General Assembly under ageoda item S3 "Sustainable dev lopment" and item 58
"Operational activities for development: operational activities for development of 

the United

Nations System".
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Redacted By
Permanent Subcommittee

on Investig:ations

H.E. Mr. Ban Ki-moo
Si.cretary-General
l!nited Nations

Permanent Subcommittee on Investi~ations
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