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4. In accordance with rule 17 of its rules

of procedure, the Committee elected by acclamation
A. A. Kherbi (Algeria) as Chairman;

J. Tabajara de Qliveira (Brazil), S. Mathur (India),
G. E. Clark (United Kingdom of Great Britain

and Northern Iveland) as Vice~Chairmen; and

N. V. Tchoulkov (Union of Soviet Socialist
Republics) as Rapporteur.

5. The agenda for the seventh session as adopted
by the Committee is contained in document PBC.7/1.
Following the adoption of the agenda, the
Director—General made an introductory statement,
of which the relevant parts were considered by the
Committee under each item of the agenda.

6. The report of the Programme and Budget
Committee is submitted to the Industrial Development
Board in accordance with Article 10.4 (d) of the
Constitution.

7.  The report contains the conclusions reached by
the Committee. Statements made in connection with
the adoption of conclusions are contained in annex I
to the report. Annex II contains a list of
documents submitted to the Committee at its current
session.

8. The following conclusions of the Committee
contain recommendations that call for action by the
Board at its eighth session or are of relevance to
the work of that session:

nglusion Subject

1991/2 Follow-up of recommendations of the
External Auditor for the financial
period 1988-1989

1991/3 Financial situation of UNIDO (including
the use of unutilized balances of
appropriations)

1991/4 Examination of 15 per cent reserve of
total appropriations

1991/5 Medium-term plan, 1992-1997

1991/6 Programme and budgets, 1992-1993

1991/7 Scale of assessments for apportionment
of the regular budget expenses

1991/8 Working Capital Fund for the biennium
19921993

1991/9 Application of split-currency system of
assessment

1991/10 Industrial Development Fund

1991/11 Appointment of an External Auditor

1991/12 Organizational and staff structure

1991/13 Computerization programme of UNIDO

I. ORGANIZATIONAL MATTERS

9. On 22 April, the Committee considered a
proposal by the Chairman to optimize the uytilization

f _avail f rvigi and
adopted conclusion 1991/1.

Conclysion 1991/1

The Committee, with the aim of utilizing
the available conference-servicing resources to

the maximum extent possible, decided to suspend
with immediate effect rule 24 of its rules of
procedure relating to the quorum, for the
meetings of its seventh session only, provided
no substantive decisions were taken at those
meetings.

10. The Committee also decided to set up informal
in-session consultations with the aim of
facilitating the drafting of conclusions and
entrusted Vice-Chairman G. E. Clark (United Kingdom)
to chair those consultations.

II. FOLLOW-UP OF RECOMMENDATIONS OF THE
EXTERNAL AUDITOR FOR THE FINANCIAL
PERIOD 1988-1989

11. On 22 April, the Committee considered the
report by the Director-General on the follow-up of
recommendations of the External Auditor for the
financial period 1988-1989 (PBC.7/13).

12. On 26 April, after consideration of a draft
conclusion on the follow-up of recommendations of
the External Auditor for the financial period
1988-1989 submitted by the Chairman (PBC.7/L.5) the
Committee adopted conclusion 1991/2.

Conclusion 1991/2

The Programme and Budget Committee:

(a) Recalled Board decision IDB.7/Dec.5
and considered the report of the
Director-General on the follow-up of
recommendations of the External Auditor for the
financial period 1988-1989 (PBC.7/13);

(b) Recognized the important contribution
the External Auditor makes to the enhancement
of UNIDO's overall performance;

(¢) Took note of the efforts of the
Secretariat to comply with the recommendations
of the External Auditor as set out in document
PBC.7/13;

(d) Recommended to the Industrial
Development Board that it request the
Director-General to make available to
interested Member States before the fourth
session of the General Conference the manual on
financial and accounting policies and
procedures and to present the comments of the
External Auditor on that manual to the first
regular session of the Programme and Budget
Committee in 1992;

(e) Requested also the Director-General
to finalize as soon as possible, preferably
before the first regular session of the
Programme and Budget Committee in 1992, the
compilation of a comprehensive manual
containing the formal documentation of
administrative policies and procedures of the
Organization, especially on purchases and
contracts;

(f) Recommended to the Industrial
Development Board that it request the
Director-General to implement, as a matter of
urgency, practices and procedures aimed at a
more equitable geographical distribution of
sources of procurement, with particular regard
to the need to increase procurement from
developing countries; and, taking into account
paragra?hs 124 to 133 of the report of the
External Auditor (PBC.6/15 and Corr.1),




requested further the Director-General to
implement the measures recommended by the
External Auditor to increase the role of

developing countries through, inter alia:

(i) International trade fairs and
exhibitions;

(ii) Federations of chambers of commerce
and industry;

(i11) Business advisory councils and such
trade promotion bodies;

(iv) The UNIDO Industrial and
Technological Information Bank;

(g) Requested the Director-General to
include in the briefings for Chief Technical
Advisers guidelines for proper purchasing and
contracting practices, including national bids
and economic and technical co-operation among
developing countries where appropriate,
together with information on the implementation
of correct financial procedures;

(h) Requested the Director-General to
ensure that the Member States, through their
permanent representations, be informed on a
regular basis of future contracts for supplies
and services for UNIDO Headquarters.

IIT. FINANCIAL SITUATION OF UNIDO

13. On 22 and 23 April, the Committee considered a
report by the Director-General on the status of
assessed contributions paid and of advances to the
Working Capital Fund and cash flow analysis for 1991
(PBC.7/2 and Corr.1) and its update (PBC.7/CRP.4)
and proposals by the Director-General on the use of
unutilized balances of appropriations for the
biennium 1986-1987 (PBC.7/15).

14. On 26 April, after consideration of a draft
conclusion on the financial situation of UNIDO
(including the use of unutilized balances of
appropriations) submitted by the Chairman
(PBC.7/L.3), the Committee adopted

conclusion 1991/3.

Conclusion 1991/3

The Programme and Budget Committee:

(a) Considered the financial situation of
UNIDO as reflected in documents PBC.7/2 and
Corr.1 and PBC.7/15;

(b) Recommended to the Industrial
Development Board the adoption of the following
draft decision:

“The Industrial Development Board:

"(i) Considering the financial
situation of UNIDO as reflected in
the budget performance report,
19901991, as of 31 December 1990
(PBC.7/15, annex) and the cash flow
analysis for the biennium 1990-1991
as at 28 February 19971 (PBC.7/2,
annex III);

"(ii) Recalling General Conference
decision GC.3/Dec.17 concerning the
temporary suspension of financial
regulations 4.2 (b) and 4.2 (c¢)
with respect to the 1986-1987
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biennium to allow UNIDO to retain the
unutilized balances of the
appropriations for that biennium;

"(iii) Approves and recommends that the
General Conference at its fourth
session approve:

"(a) A supplementary estimate of
$0.8 million for the regular
budget for the fiscal period
1990-1991, in accordance
with Article 14.5 of the
Constitution, resulting from
unforeseen increased costs,
on the understanding that the
basis for the draft estimates
for 1992-1993 will not be
increased;

"(b) The financing of that supple~
mentary estimate as well as the
financing of the shortfall in
other income of $3.5 million
referred to in document
PBC.7/15, by the use of the
unutilized balance of appro-
priations from the 1986-1987
biennium;

"(c) The suspension of financial
regulations 4.2 (b) and 4.2 (c)
with respect to the unutilized
balance of appropriations for
the biennium 1986-1987 up to the
amount of $4.3 million; in other
words, to authorize the
Director-General to use the
funds for this purpose;

"(iv) Approves and, subject to review prior
to the fourth session of the General
Conference to take account of actual
exchange rates experienced through
the remainder of 1991 and other
factors that may arise, recommends
that the General Conference at its
fourth session approve the transfer
of expenditures for the 1990-1991
biennium, as shown in annex IV of
document PBC.7/2;

""(v) Also recommends to the General
Conference that it approve at its
fourth session the temporary suspen-
sion of financial regulations 4.2 (b)
and 4.2 (¢} with respect to the
1988-1989 biennium to allow UNIDO to
retain the unutilized balances of
appropriations of $6,496,192, which
comprises the surplus account balance
of $1,807,815 and unpaid assessed
contributions of $4,688,377 as
reported in statement II attached to
document PBC.7/16."

IV. USE OF UNUTILIZED BALANCES OF
APPROPRIATIONS FOR THE
BIENNIUM 1986-1987

15. On 23 April, the Committee considered the
report by the Chairman of the sixth session of the
Committee on the informal consultations on the
suspension of financial regulations 4.2 (b) and
4.2 (c) (IDB.7/37) and the proposals by the
Director-General on the use of unutilized balances
of appropriations for the biennium 1986-1987
(PBC.7/15).
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16. On 26 April, after consideration of a draft
conclusion on the financial situation of UNIDO
{including the use of unutjlized balances of
appropriations) submitted by the Chairman
(PBC.7/L.3), the Committee adopted conclusion 1991/3
(see para. 14 above).

V. EXAMINATION OF 15 PER CENT RESERVE OF
TOTAL APPROPRIATIONS

17. On 23 April, the Committee considered a
proposal by the Director-General on the examination
of the 15 per cent reserve of total appropriations
(PBC.7/4).

18. On 26 April, after consideration of a draft
conclusion on the examination of 15 per cent reserve
of total appropriations submitted by the Chairman
(PBC.7/L.11), the Committee adopted

conclusion 1991/4.

Conclusion 1991/4

The Programme and Budget Committee:

{a) Recalled its conclusion 1990/4,
paragraph (e) requesting the Director~General
to prepare proposals permitting the Committee
to examine the stipulation by the General
Conference that for the 1990-1991 biennium an
amount representing 15 per cent from the total
amount of the appropriations should be kept in
reserve pending receigt from Member States of
their assessed contributions;

(b) Considered the information and
proposal contained in document PBC.7/4
concerning the application of the 15 per cent
budgetary reserve;

(c) Recommended to the Industrial
Development Board for submission to the General
Conference the proposal that, for the 1992-1993
biennium, an amount representing 15 per cent
from the total amount of the appropriations
should be kept in reserve pending receipt
from Member States of their assessed
contributions;

{(d) Decided to defer the examination
of the 15 per cent appropriation reserve
rule and its application until the eighth
session of the Programme and Budget Committee
pending a more comprehensive ana ysis of
alternatives.

VI. INTERIM FINANCIAL PERFORMANCE REPORT AND
PROGRAMME PERFORMANCE REPORT

19. On 22 April, the Committee considered the
interim financial performance report for the
biennium 1990-1991 submitted by the Director-General
(PBC.7/16), the interim programme performance report
as contained in the Annual Report of UNIDO, 1990
(I0B.8/10) and a note by the Secretariat on the
status of assessed contributions to the regular
budget as at 31 December 1990 (PBC.7/CRP.18).

20. On 26 April, the Committee, at the suggestion
of the Chairman, took note of the interim financial
performance report for the biennium 1990-1991
submitted by the Director-General (PBC.7/16) and of
the distribution of the Annual Report of UNIDO, 1390
(IDB.8/10) which would be considered by the Board at
its eighth session.

VII. MEDIUM-TERM PLAN, 1992-1997

21. On 23 April, the Committee considered a revised
draft medium—term plan, 1992-1997, submitted by the
Director-General (PBC.7/17).

22. On 26 April, after consideration of a draft
conclusion on the medium-term plan, 1992-1997
submitted by the Chairman (PBC.7/L.6), the Committee
adopted conclusion 1991/5.

Conclusion 1991/5

The Programme and Budget Committee:

(a) Recalled General Conference decision
GC.2/Dec.23 on the programme and budget
planning process and resolution GC.3/Res.Zl on
the medium-term plan, 1990-1995, as well as
Industrial Development Board decision
IDB.7/Dec.14 on the medium-term plan,
1992-1997;

(b} Having considered the revised
draft medium—term plan contained in document
PBC.7/17, recommended that the Director-General {’"
submit it to the Industrial Development Board
together with the views expressed by members of
the Programme and Budget Committee;

{c) Recommended to the Industrial
Development Board that it submit to the General
Conference for approval after due
consideration, that revised version of the
draft medium-term plan;

(d) Requested the Director-General to
ensure that the priorities and the programmes
mentioned in that version of the medium-term
plan 1992-1997 are appropriately refiected in
the forthcoming programme and budgets for the
1992-1993 biennium;

(e) Further requested the Director-
Genera) to identify, as appropriate,
extrabudgetary resources for the implementation
of the environment programme;

(f) Further requested the Director-
General to have informal consultations with
Member States on the preparation of the energy
programme mentioned in the revised draft E
medium-term plan (PBC.7/17) and to present that
programme to the policy-making organs for
approval.

VIII. PROGRAMME AND BUDGETS, 1992-1993

23. On 24 and 25 April, the Committee considered
the proposals of the Director-General for the
programme and budgets, 1992-1993 (PBC.7/10 and
Corr.1) and notes by the Secretariat on: the
operational budget: delivery and income estimates,
1992-1993 (PBC.7/CRP.6 and Carr.1); inflation and
other cost increases in the regular budget,
1992-1993 (PBC.7/CRP.7}; common and joint services
at the Vienna International Centre (PBC.7/(RP.8);
revaluation of the budget base for the regular
budget, 1992-1993 (PBC.7/CRP.9); and a note by the
Director-General on the regular programme of
technical co-operation (PBC.7/CRP.11).

24. On 26 April, after consideration of a draft
conclusion on the n 1 -1993
submitted by the Chairman (PBC.7/L.4}, the Committee
adopted conclusion 1991/6.




Conclusion 1991/6

The Programme and Budget Committee, having
considered the draft programme of work and the
corresponding estimates for the activities to
be financed from the regular and operational
budgets as prepared by the Director-General and
contained in document PBC.7/10 and Corr.l as
well as the further explanations provided in
conference room papers PBC.7/CRP.6 and Corr.1,
PBC.7/CRP.7-9 and PBC.7/CRP.11;

(a) Took note of the programme of
activities for 1992-1993 contained in document
PBC.7/10 and Corr.1;

(b) Took note with concern of major
uncertainties in the budgets, namely:

(i) Should the Industrial Development
Board decide to recommend to the
fourth session of the General
Conference the reorganization of the
staff structure, revised estimates
would have to be submitted in time
for the General Conference;

{(ii) Once the recommendations of the
consultants as to the future
electronic data-processing (EDP)
needs of the Organization were known,
the corresponding revised estimates
would have to be drawn up and
submitted for approval to Member
States;

(iii) The assumption of the Director-
General that Australia would rejoin
the Organization in time for the
1992-1993 biennium;

{c) Requested the Director-General, for
the purpose of preparing the draft programme
and budgets for the 1992-1993 biennium, to
maintain the vacancy factor applied in the
current fiscal period. In the case any State
joins the Organization before the fourth
session of the General Conference the vacancy
rate should be adjusted accordingly;

(d) Was unable at that stage, in Tight of
the above uncertainties, to recommend to the
Industrial Oevelopment Board the adoption of
the budget contained in document PBC.7/10 and
Corr.1 and therefore further requested the
Director-General to revise accordingly his
budget proposals for the 1992-1993 biennium;

(e} Requested the Director-General to
convene a resumed seventh session of the
Programme and Budget Committee on 27 June 1991
with the aim of resolving uncertainties in the
light of information that will then be
available;

. (f) Ffurther requested the
Birector-General:

(i) To submit proposals to the Industrial
Development Board for the
introduction of rules for the use of
operational budget reserves as
contained in document PBC.7/2,
paragraph 10;

(ii) To present to the eighth session of
the Industrial Development Board
details concerning the use of the
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Tax Equalization Fund especially with
regard to the credits assigned to
Member States, as well as to present
proposals for the texts still in
brackets, namely financial
regulations 5.2 (e) and 5.3;

(g) Noted that the exchange rate applied
in those estimates of US$T = AS 12.90 for the
regular and operational budgets will be revised
prior to the end of the fourth session of the
General Conference;

(h) Noted that the inflation rates will
also be updated prior to the end of the fourth
session of the General Conference:

(i) Requested the Director-General to
ensure that, in the future, rules 6 and 8.2 of
the rules of procedure of the Programme and
Budget Committee are complied with and in that
light to present the first advance draft of the
programme and budget for 1994-1995 by
1 December 1992 for the consideration of
Member States.

IX. SCALE OF ASSESSMENTS FOR APPORTIONMENT
OF THE REGULAR BUDGET EXPENSES

25. On 24 April, the Committee considered a note by
the Secretariat on the scale of assessments for the
fiscal period 1992-1993 (PBC.7/6).

26. On 26 April, after consideration of a draft
conclusion on the scale of assessments for
apportionment of the regular budget expenses
submitted by the Chairman (PBC.7/L.7), the Committee
adopted conclusion 1991/7.

Conclusion 1991/7

The Programme and Budget Committee:

(a) Considered the information
contained in document PBC.7/6, and requested
the Director-General to submit to the eighth
session of the Industrial Development Board
through the resumed seventh session of the
Programme and Budget Committee a scale of
assessments for regular budget expenditures for
1992-1993 calculated on the basis of the
current membership of the Organization;

(b) Proposed to the Industrial
Development Board that it recommend to the
General Conference the establishment of a scale
of assessments for the biennium 1992-1993 based
on the scale currently employed by the
United Nations to be adjusted as soon as the
United Nations scale for the calendar years
1992 to 1994 becomes available and subject to
the possibility that any State announces, prior
to the fourth session of the General
Conference, its intention to join the
Organization.

X. WORKING CAPITAL FUND FOR THE
BIENNIUM 1992-1993

27. On 23 April, the Committee considered a report
on the status of advances to the Working Capital
Fund as of 28 February 1991 (PBC.7/2 and Corr.1 -
annex 11} and its update (PBC.7/CRP.4) and a note by
the Director-General containing proposals for the
Working Capital Fund for the biennium 1992-1993
(PBC.7/9).
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28. On 26 Apri
draft conclusio
bienniym 1992-1

1, after consideration of a
n on the Working Capital Fund for the

993 submitted by the Chairman

(PBC.7/L.1), th

e Committee adopted conclusion 1991/8.

Conclusion 1991/8

The P

(a)
the Direct
Fund for t
(PBC.7/9-1

(b)

Developmen

(i)

(ii)

XI. APPLICA

29. On 24 Apri
by the Director
split-currency

note by the Sec
at various exch

30. On 26 Apri
conclusion on t
tem

system _of assessment
(PBC.7/L.8), the Committee adopted conclusion 1991/9.

Conclusion
The P

(a)

rogramme and Budget Committee:

Took note of the proposals of
or-General for the Working Capital
he biennium 1992-1993

DB.8/7);

Recommended to the Industrial
t Board that it:

Recommend to the General Conference
that the level of the Working Capital
Fund and the authorized purposes of
the Fund for the 1992-1993 biennium
remain the same as for the 1990-19%N
biennium, i.e. as stipulated in
decision GC.2/Dec.27, paragraph (b};

Urge Member States to pay their
outstanding assessed contributions as
soon as possible to facilitate
reimbursement to the Working Capital
Fund.

TION OF SPLIT-CURRENCY SYSTEM
OF ASSESSMENT

1, the Committee considered a report
~-General on the review of the

system of assessment (PBC.7/5) and a
retariat on comparison of assessments
ange rates (PBC.7/CRP.3}.

1, after consideration of a draft
he application of split—currency
nt submitted by the Chairman

1991/
rogramme and Budget Committee:

Took note of the report of the

Director-General on the review of the
split-currency system of assessment contained

in documen

(b)
Developmen
approved f
proportion
dollars of
Us$1 = AS
schillings
States dol
schillin
the tota

(c)
(i)

(i)

t PBC.7/5;

Recommended to the Industrial
t Board that the appropriation
or 1992-1993 be assessed in the
s of 11 per cent in United States

the appropriation expressed at

12.90 and the balance in Austrian

{at which US$1 = AS 12.90 the United
lar equivalent of the Austrian
proportion represents 89 per cent of
assessment);

Requested the Secretariat:

To continue to examine the feasi-
bility of introducing a system of
constant dollar reporting for the
1992-1993 biennium;

To continue to monitor the
expenditure patterns and further
improve the expenditure review
mechanisms;

(iii) To report to the Committee at its
eighth session on progress made;

(iv) To report on future budgets on the
basis of the exchange rate approved
by the General Conference for the
respective budgets.

XII. INDUSTRIAL DEVELOPMENT FUND

31. On 24 April, the Committee considered a report
by the Director-General on the estimated resource
level and programming for 1992 and 1993 (PBC.7/14
and Corr.1), information on the nature of projects
financed from the Fund, contained in the Annual
Report of UNIDO, 1990 (IDB.8/10, chap. VIII,

paras. 16-21, and appendix H), and Tists of projects
approved under the Industrial Development Fund
(PBC.7/CRP.1).

32. On 26 April, after consideration of a draft
conclusion on the Industrial Development Fund
submitted by the Chairman (PBC.7/L.9), the Committee
adopted conclusion 1991/10.

Conclusion 1991710

The Programme and Budget Committee
recommended to the Industrial Development
Board the adoption of the following draft
decision:

"The Industrial Development Board:

"(a) Takes note of the report of the
Director-General on the estimated resource
Jevel and programming for 1992 and 1993
for the Industrial Development Fund (IDF),
contained in document PBC.7/14;

"(b) Considers that IDF should
continue to be an important source of
funds and an effective instrument for
UNIDO and believes that further
improvements in its functioning are
necessary to this end;

"(c) Decides to delegate authority to
the Director-General to approve projects
for financing under the Fund in 1992-1993
in accordance with the priority areas of
the medium-term plan, 1990-1995 (GC.3/17,
chap. I);

“(d) Recognizes that whilst IDF
projects should continue to cover the
needs of various regions of the world and,
in particular, of developing countries at
different stages of industrial
development, UNIDO should follow a
judicious approach in the choice of
industrial projects, with prime
consideration placed on impact and
quality and, in this respect, believes
that projects for which highly technical
implementation capabilities are
necessary may require full agency
execution;

“(e) Expresses support for the main
programming lines of IDF indicated in
document PBC.7/14, chapter II, section A
(paras. 5-12), emphasizes that the role
and quality of country and regional focus
should be enhanced and requests the
Director-General:



L

"(i) To describe more in detail the
notion of 'programme approach’
as well as its practical and
effective application
modalities;

“(1i) To describe and better define
the UNIDO approach to investment
promotion and provide more
detail on recommended Tinkages
with credit lines offered by
bilateral sources, the World
Bank, regional banks etc., and
on the use of IDF promotional
activities as 'seed money' for
investment;

"(f) Welcomes the intended
improvement in quality of IDF projects as
outlined in document PBC.7/14, especially
in paragraphs 13 to 16, and requests more
detailed information on the UNIDO
definition of 'quality' - in particular on
'quality measurements' of projects - as
well as on project appraisal, monitoring
and evaluation mechanisms;

"{g)} Commends the intentions of
the Secretariat, as indicated in
paragraph 17 of document PBC.7/14,
to introduce a number of time- and
cost-saving measures aimed at
streamlining procedures;

"(h) With reference to paragraph 20
of the same document relating to an
increase in the size of the general-
purpose segment of the Fund, requests the
Director-General to provide detailed
information on the programming criteria of
the general convertible pool, to encourage
a larger and more favourable response from
sponsoring Governments in contributions to
this segment of the Fund;

"(i) Urges Member States to
reconsider their IDF pledging policies to
ensure that the desirable annual funding
level of $50 million be reached as soon as
possible;

"(j) Encourages Member States to
consider providing umbrella contributions
for financing preparatory assistance
activities of large-scale projects and
programmes (cf. PBC.7/14, para. 17(c));

"(k} Underlines the need for IDF to
match the expectations of recipient
countries with the funds available from
donors; recommends a close co-ordination
and administration of the contributions,
as well as careful tailoring of the
projects to these circumstances:; and to
this end recommends that the growth of
the Fund should be matched by adequate
staffing of the organizational unit
responsible through recruitment to
fill vacant posts and through
redeployment;

“(1) Requests the Director-General to
supply the information called for as soon
as possible and, in any case, not later
than at the General Conference at its
fourth session in November 1991."
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XIII. RECOMMENDATIONS FOR APPOINTMENT OF
AN EXTERNAL AUDITOR

33. On 22 April, the Committee considered a note by
the Secretariat on the question of appointment of an
external auditor (PBC.7/11) and a subsequent oral
proposal by the Chairman, and adopted conclusion
1991/11.

Conclusion 1991/11

The Committee recommended to the
Industrial Development Board that it propose to
the General Conference an extension of the
present appointment of the Senior President of
the Audit Office of Belgium as the External
Auditor of UNIDO for a period of two years,
from 1 July 1992 to 30 June 1994, under the
terms of reference specified in the Financial
Regulations of UNIDO.

XIV. ORGANIZATIONAL AND STAFF STRUCTURE

34. On 24 and 25 April, the Committee considered
the report of the open-ended working group of the
Board on organizational and staff structure
(PBC.7/12 and Corr.1).

35. On 26 April, after consideration of a draft
conclusion on grganizational and staff structure
submitted by the Chairman (PBC.7/L.10), the
Committee adopted conclusion 1991/12.

Conclusion 1991/12

The Programme and Budget Committee:

(a) Recalled General Conference decision
GC.2/Dec.22 and resolution GC.3/Res.20, as
well as Industrial Development Board
decision IDB.7/Dec.23 and PBC.7/12 and
Corr.1 concerning the organizational and
staff structure of UNIDO;

(b) Took note with appreciation of
the report of the Working Group on this
subject;

(c) Decided to transmit the report to the
Industrial Development Board at its eighth
session in July 1991 for more detailed
consideration;

(d) Requested the Director-General
to present, through the eighth session of
the Industrial Development Board, a report
containing the findings of the Working Group
and the Industrial Development Board session,
and the Director-General's comments concerning
the organizational and staff structure to
the General Conference at its fourth session
with a view to reaching a decision on this
matter.

XV. COMPUTERIZATION PROGRAMME OF UNIDO

36. On 23 April, the Committee considered a report
by the External Auditor on the results of a
specific, in-depth external audit examination of the
electronic data-processing system acquisition
project of UNIDO (PBC.7/3 and Corr.2), the comments
submitted by the Director-General on the report of
the External Auditor (PBC.7/7), a report by the
working group of independent experts on the
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computerization of UNIDO (PBC.7/8 and Add.1), a
report by the Director-General on the implementation
of Board decision IDB.7/Dec.26 (PBC.7/18) and a
summary of positions expressed at a meeting of the
Vienna-based organizations of the United Nations
system on their computer capacities (PBC.7/CRP.2).

37. On 26 April, after consideration of a draft

conclusion on the computerization programme of UNIDO
submitted by the Chairman (PBC.7/L.12), the
Committee adopted conclusion 1991/13.

Conclusion 1991/13

The Programme and Budget Committee:

{a) Recalled decision IDB.7/Dec.26 of
the Industrial Development Board concerning
the computerization programme of UNIDO;

(b) Took note of the report of the
External Auditor on the in-depth examination
of all aspects of the acquisition of the
electronic data processing system (PBC.7/3
and Corr.2), the report of the Working Group
of Independent Experts on the computerization
of UNIDO (PBC.7/8 and Add.1), the report of
the Director-General (PBC.7/18) and considered
the comments of the Director-General on the
report of the External Auditor (PBC.7/7);

{¢) Recommended to the Industrial
Development Board that it endorse exceptionally
and retroactively the appointment of
consultants as recommended by the Working Group
of Independent Experts and as an exceptional
measure the temporary appropriation of $240,000
from the operational budget to meet the fees
involved;

{d) Expressed its gratitude to the
consultants for having given an informal
briefing and interim report, and requested the
Director-General to make available the further
findings and recommendations of the consultants
at an informal briefing and through a
conference room paper before the resumed
seventh session of the Programme and Budget
Committee;

(e} Requested the Director-General,
subject to the endorsement of the Industrial
Development Board at its eighth session, and
until that session, not to exceed an amount of
$2.2 million on expenditure related to the
electronic data-processing system; and to
submit full details of the incurred expenditure
on those operations to the eighth session of
the Board;

(f) Requested the Director-General,
on the basis of the reports of the External
Auditor (PBC.7/3 and Corr.2), the independent
group of experts (PBC.7/8 and Add.1) and the
findings of the consultants, with the aim of
reducing the general costs of the electronic
data~processing programme, to pay particular
attention to those contracts, for example the
facilities management contract which can be
terminated or amended with effect from
} January 1992 by giving written notice before
the end of June 1991.

XVI. DATE OF THE EIGHTH SESSION OF
THE COMMITTEE

38. On 26 April the Committee adopted
conclusion 1991/14.

Conclusion 1991/14

The Committee decided to hold its
eighth session from 29 June to 3 July 199Z.

XVII. ADOPTION OF THE REPORT AND SUSPENSION
OF THE SEVENTH SESSION

39. On 26 April the Committee adopted the draft
report of its seventh session (PBC.7/L.2), with the
understanding that the Rapporteur would be entrusted
with the task of finalizing the report.

40. On 26 April at 7.15 p.m. the seventh session of
the Committee was suspended to be resumed on 27 June
1991 for the consideration of the programme and
budgets, 1992-1993 (see conclusions 1991/6 and
1991/7).



10B.8/19
Page 9
Annex I

Annex I

STATEMENTS BY DELEGATIONS

1. The present annex contains statements of
principle delivered by delegations in connection
with the adoption of conclusions at the Programme
and Budget Committee during its seventh session.
These statements have been included at the request
of the delegations concerned and as agreed to by the
Chairman.

Financial_situation of UNIDO (including the use

of unutilized balances of appropriations)
(cf. chap. III and IV)

2. In connection with the adoption of

conclusion 1991/3, the delegation of Vepnezuela
stated that it had decided not to oppose the
consensus, despite their reservations concerning the
constant suspension of the financial regulations and
the treatment of unutilized balances as

* supplementary estimates for subsequent bienniums.

" Furthermore, the delegation did not agree that
resources allocated for activities of importance to
developing countries should be redeployed to objects
of expenditure not expressly adopted by the General
Conference.

3. The delegation of Brazil stated that, while not
wishing to break the consensus on conclusion 1991/3,
it was nevertheless the understanding of their
Government that the rules adopted by the General
Conference should be respected and that their
repeated suspension should not turn an exception
into the rule. The delegation, therefore, wished to
express Brazil's disagreement with such practice.
Specifically concerning paragraph (b)(iv) of the
conclusion, the delegation stated most strongly
Brazil's reservation to the transfer of funds from
one object of expenditure to another.

4. The delegation of the United States of America
stated that they wished to disassociate from, but
not block, consensus on conclusion 1991/3. Their
concerns related to paragraph (b)(v) of the
conclusion which would temporarily suspend financial
rules 4.2(b) and 4.2(c) with regard to the
unutilized balances for the 1988-1989 biennium.

In view of the other action proposed in the same
conclusion, namely approval to use $4.3 million from
1986-1987 balances to meet projected shortfalls in
1990-1991, the delegation was not persuaded that
similar action needed to be taken with the 1988-1989
balances as well, and accordingly found no basis for
suspension of the financial ru?es regarding the
1988-1989 balances.

5. The delegation of Japan reiterated its
position on paragraphs (b)(iii)(a) and (b) of
conclusion 1991/3, namely that the unutilized
balance of appropriations for the biennium 1986-~1987
should not be spent for financing shortfalls.
While not wishing to block the consensus on the
conclusion, the delegation thought that such a
decision should be an exception for the use of

the unutilized balances for the biennium 1986-1987
only and should not set a precedent, in the case
of the unutilized balances for the 1988-1989
biennium.

6. The delegation of Switzerland stated that they
had joined the consensus but only with the greatest
reluctance. Paragraph (b){(iii) was the subject of
formal reservations on their part. The delegation

was prepared to agree that the unutilized balance of
appropriations for the biennium 1986-1987 should not
be returned to the Member States. They were not,
however, able to accept the justification for the
utilization of that balance as set out in document
PBC.7/15. In addition, the delegation's definitive
agreement concerning paragraph (b)(v) depended on
the utilization proposed in due course by the
Secretariat for the unutilized balance of appro-
priations for 1988-1989. Their consent was
therefore confined solely to the principle of
suspension of financial regulations 4.2(b)

and 4.2(c¢).
Programme and budgets, 1992-1993 (cf. chap. VIII)
7. In connection with the adoption of conclusion

1991/6, the delegation of Switzerland noted that the
Organization was planning in 1992 and 1993 to
increase technical cooperation by 16 per cent, while
the following conditions prevailed:

— an income amounting to little more than
70 per cent of the total of Member States'
contributions, without taking into account a
15 per cent reserve to be deducted from this
percentage;

- a current vacancy rate of 11.4 per cent;

- a regular budget which did not provide
additional resources for the operational
divisions;

- part of the operational budget siphoned off
to cover data-processing costs;

- the debt to the United Nations.

The delegation suggested that in those circumstances
the necessary balance between expenditures and
income could be achieved by doing something other
than merely suspending the rules amd manipulating
the vacancy rate. For example, by staff economies
through restructuring and, if necessary, selective
reductions in programmes. Only in that way would
UNIDO be able to give priority to quality and not
just the quantitative results that the Organization
Tiked to put in the forefront. The confidence
placed in the Organization would depend during the '
months ahead on how it reacted to the problem of i
balancing expenditure and income. If the

Director-General and his Organization did nothing

between now and the Board session in July to dispel

the impression of having a "chamgagne budget on a

beer income", Switzerland would be compelled to

confirm its reservations concerning the approval of

the programme and budget for 1992-1993.

8. The delegation of the United States of America
said that it had expressed its serious concern with
the proposed budget during the discussion of the
item in the plenary. Specifically, the delegation
could not support a regular budget level that would
increase Member State assessments by 17 per cent
from one biennium to the next. The delegation
stated further that there was insufficient evidence
to show that UNIDO had made substantial efforts

to absorb an appreciable share of the mandatory
cost increases. It hoped that that problem

could be resolved before the resumption of the
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seventh session of the Programme and Budget
Committee, so that a budget and the programmes that
depend on it could be approved.

Application of split-currency system of assessment
(cf. chap. XI)

9. The delegation of Venezyela stated that, in
keeping with the constructive spirit repeatedly
demonstrated during the deliberations of the
Committee, it did not oppose the consensus on the
adoption of conclusion 1991/9. Nevertheless the
delegation reiterated that, for reasons explained at
Tength on previous occasions, the Government of
Venezuela was not in favour of abandoning the
current ratio of 15 per cent dollars and 85 per cent
schillings in the split-currency system of
assessment.

10. The delegation of Brazil expressed the same
position as the delegation of Venezuela.

General

11. Speaking on behalf of the Member States of the
European Community, the delegation of the
Netherlands said that they regretted that the
present session of the Programme and Budget
Committee had been inconclusive because it had been
unable to perform its principal task namely, to
approve the UNIDO programme and budgets, due to the
fact that a number of elements that were basic
requirements for that exercise were not available.
Consequently, a resumed seventh session of the
Committee had had to be scheduled for late June.
That could only be deplored. The Member States of
the European Community attached great importance to
UNIDO's basic aims as a too]l of development.
However, as they had previously pointed out, it was
difficult for the Organization to implement approved
programmes and projects properly, given the high
percentage of unpaid assessed contributions. On the
other hand, the Secretariat did not always seem to
be able to assess the correct relationship between
available funds and obtainable goals. Those
difficulties were compounded by the fact that Member
States had been put in a position where they might
have to fund substantial additional obligations that
went far beyond the sums initially authorized.

A11 that could only lead to the detriment of
technical co-operation programmes and of the
Organization itself. The Member States of the
European Community very much hoped that the
comprehensive, in-depth effort that was required
from everybody involved in order to remedy this
situation, would indeed be forthcoming. The twelve
European Community Member States were willing to
participate in a common endeavour towards that
goal.

12. The delegation of Bolivia emphasized the
importance of some matters contained in the draft
conclusions which were submitted to the plenary and
which had been the subject of some controversy in
the process leading up to consensus. It stated that
the recommendation concerning adjustments to the
1990-1991 budget of the Organization with the
assignment of supplementary funds charged to the
balances from 1986-1987 had been accepted in a
constructive spirit by Member States, in the
knowledge that the data-processing system was
largely the cause of the financial imbalance. With
regard to the balances from 1988-1989, and the
suspension of the relevant financial regulations,
for a similar purpose, this had also been noted in
the hope that it would not become a habit in the
future. The delegation did not agree that the only
way of solving those problems should be by the
habitual utilization of balances. Similarly, the
delegation wished to express dissatisfaction with
the recommendation for the transfer of expenditures
for the 1990-1991 biennium. In conclusion the
delegation trusted that, in the process of
correcting the current financial probliems,
programmes would not be affected, particularly those
aimed at the participation of private enterprise in
developing countries, such as investment promotion
and trust funds.

13. The delegation of Poland said that it would
like to associate itself with the statement made on
behalf of the Member States of the European
Community. The delegation also attached great
importance to UNIDO activities and had full
confidence that the Organization would soon be able
to overcome the existing difficulties. It was
Tikewise willing to participate actively in solving
all the problems facing UNIDO.
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LIST OF DOCUMENTS SUBMITTED TO THE SEVENTH SESSION
Agenda
Symbol 1tem Title
PBC.7/1 3 Provisional agenda
PBC.7/1/Add .} 3 Annotated provisional agenda
PBC.7/2 5,12 Financial situation of UNIDO. Report by the Director-General
and Corr.}
PBC.7/3 17 Report to the Programme and Budget Committee on the results of a specific,
10B.8/3 in—depth external audit examination of the electronic data-processing system
and Corr.2 acquisition project of the United Nations Industrial Development Organization.
Report by the External Auditor
PBC.7/4 7 Examination of 15 per cent reserve of the total appropriations. Proposal by the
Director-General
PBC.7/5 13 Review of the split-currency system of assessment. Report by the Director-General
PBC.7/6 11 Scale of assessments for the apportionment of regular budget expenses. Scale of
108.8/4 assessments for the fiscal period 1992-1993. Note by the Secretariat
PBC.7/7 17 Comments on the report of the External Auditor on the in-depth examination of all
1DB.8/5 aspects of the acquisition of the electronic data-processing system. Submitted by
the Director-General
PBC.7/8 17 Report of the group of independent experts on the computerization of UNIDO
1DB.8/6 (Vienna, 11-14 February 1991)
PBC.7/8/Add.1 17 Report of the working group of independent experts on the computerization of UNIDO
IDB.8/6/Add. 1 (Vienna, 11-14 February 1991). Addendum
PBC.7/9 12 Proposals for the Working Capital Fund for the biennium 1992-1993. Note by
1DB.8/7 the Director-General
PBC.7/10 10 Programme and budgets, 1992-1993. Proposals by the Director-General
1DB.8/8
and Corr.1
PBC.7/11 15 Recommendations for appointment of an External Auditor. Note by the Secretariat
PBC.7/12 16 Report of the open-ended working group on the organizational and staff structure
and Corr.1 of UNIDO
PBC.7/13 4 Follow—up of recommendations of the External Auditor for the financial period
1988-1989. Report by the Director-General
PBC.7/14 14 Industrial Development Fund. Estimated resource level and programming for
108.8/11 1992 and 1993. Report by the Director-General
and Corr.1
PBC.7/15 5,6 Financial situation of UNIDO. Use of unutilized balances of appropriations for
the biennium 1986-1987. Proposals by the Director-General
PBC.7/16 8 Interim financial performance report for the biennium 1990-1991. Submitted by the
Director-General
PBC.7/17 9 Revised draft medium—term plan, 1992-1997. Submitted by the Director-General
PBC.7/18 17 Computerization programme of UNIDO. Report by the Director-General
IDB.8/12
PBC.7/CRP .1 14 Lists of projects approved under the Industrial Development Fund (IDF) in 1990.
Prepared by the Secretariat
PBC.7/CRP.2 17 Computer capacities of the Vienna-based organizations of the United Nations

system. Summary of the positions of the Vienna-based Organizations, as expressed
at a meeting held on 18 January 1991
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Symbol item Title

PBC.7/CRP.3 13 Application of the split-currency system of assessment. Comparison of assessments
at various exchange rates. Note by the Secretariat

PBC.7/CRP.4 5,12 Status of assessed contributions and of advances to the Working Capital Fund.
Note by the Secretariat

PBC.7/CRP.5 3 Annotations to the provisional agenda: List of documents. Note by the Secretariat

PBC.7/CRP.6 10 Programme and budgets, 1992-1993. Operational budget:

and Corr.} delivery and income estimates, 1992-1993. Note by the Secretariat

PBC.7/CRP.7 10 Programme and budgets, 1992-1993. Inflation and other cost increases in the
regular budget, 1992-1993. Note by the Secretariat

PBC.7/CRP.8 10 Programme and budgets, 1992-1993. Common and joint services at the Vienna
International Centre. Note by the Secretariat

PBC.7/CRP.9 10 Programme and budgets, 1992-1993. Revaluation of the budget base for the regular
budget, 1992-1993. Note by the Secretariat

PBC.7/CRP.10 8 Interim financial performance report and programme performance report. Status of
assessed contributions to the regular budget as at 31 December 1990. Note by the .
Secretariat :

PBC.7/CRP. 11 10 Programme and budgets, 1992-1993. Regular programme of technical co-operation.

Note by the Director-General

PBC.7/CRP.12 List of participants






