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INTERNATIONAL CIVIL AVIATION ORGANIZATION

ASSEMBLY - 35TH SESSION

ADMINISTRATIVE COMMISSION

Agenda Item 42: Review of expenditures, approval of accounts and examination of Audit
Reports for the financial years 2001, 2002 and 2003

FINANCIAL STATEMENTS AND REPORT OF THE EXTERNAL AUDITOR
FOR THE FINANCIAL YEAR 2003

SUMMARY

This paper presents the Financial Statements of the Organization for the financial
year 2003 and the Report of the External Auditor thereon, as contained in
Document 9834. Draft Resolutions for the consideration of the Assembly are in
Appendix F.

Action by the Assembly is in paragraph 6.

L. REGULAR PROGRAMME ACTIVITIES OF ICAO

1.1 Appropriations

1.1.1 The 33rd Session of the Assembly approved a Total Authorized Appropriation of $ 57 584 000 for
Regular Programme activities during the financial year 2003 (Resolution A33-23), including $ 1 052 000 for
Remainder of Continuation of Universal Safety Oversight Audit Programme funded from cash surplus.

1.1.2 Pursuant to Financial Regulation 5.6, the Council approved the carry-over of unobligated
appropriations amounting to $ 3 355 466 from financial year 2002 to financial year 2003 (C-DEC 167/9 and
C-DEC169/12).

1.1.3 During the year, pursuant to Financial Regulation 5.10, the Council approved the transfer of
appropriations totalling $ 440 000 (C-DEC 170/11) from the Major Programme Finance, External Relations/Public
Information and Programmes Evaluation, Audit and Management Review to the following Major Programmes:
General Policy and Direction - $ 48 000, Legal - $ 87 000, Regional and Other Programmes - $ 17 000 and
Administrative Support - $ 288 000.

1.1.4 During the year, pursuant to Financial Regulation 5.10, the Secretary General approved the transfer
of $ 111 000 from Major Programme Regional and Other Programmes to Major Programme Air Transport, and
another transfer of $ 102 000 from Major Programme Administrative Support to Major Programme Regional and
Other Programmes.
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1.1.5 Pursuant to Financial Regulation 5.6, the Council also approved the carry over of unobligated
appropriations totalling $ 2 524 077 from financial year 2003 to financial year 2004 (C-DEC 170/11).

1.1.6 As a result of the increases and transfers outlined above, the final approved appropriation for the
year amounted to $ 58 415 389. Details of these changes are shown in Appendix A of this paper.

1.2 Actual Expenditure compared to Budget

1.2.1 As shown in Appendix A, the actual expenditure for the year against the final approved budget
amounted to $ 58 170 721. Expenditures incurred in currencies other than Canadian dollars are reported at the
United Nations operational rate of exchange. Expenditures incurred in Canadian dollars are reported at the budget
rate of CADS$ 1.54 to US$ 1.00. In comparison, the expenditure reported in the Financial Statements amounts
to $ 58 363 096. The difference arises because the Canadian dollar expenditures reported in the Financial
Statements are stated at the forward rate of exchange, mentioned in paragraph 1.4 below, and in accordance with
the accounting policy of the Organization. Comparisons of actual expenditure against the final approved budget
under each Major Programme are reflected in Appendix A.

13 Expenditure on Meetings

13.1 The approved budget for meetings in 2003 amounted to $ 738 000. In addition, unused provisions
for meetings from 2002, including an unused provision for language services, of $ 991 000 were carried forward
t0 2003. The actual expenditure on meetings in 2003, as shown in Appendix B, amounted to $ 736 133. The budget
for expenditure for meetings was not fully used due to the postponement of two major meetings.

1.4 Forward purchase of currency

1.4.1 ICAO’s budget appropriations and the assessed contributions of Contracting States to finance the
appropriations are approved in United States dollars, but a large proportion of expenditure is either incurred in, or
impacted by, Canadian dollars. The budget and the assessed contributions for the 2002 to 2004 triennium were
established at a rate of CADS$ 1.54 to US$ 1.00. In order to minimize risks and insulate the budget against the
consequence of potential exchange rate fluctuations, Canadian dollars were forward purchased with the approval
of the Council.

142 ICAO entered into forward purchase contracts for the purchase of CAD$ 151 212 000 during the
2002 to 2004 triennium at an average exchange rate of CAD$ 1.556 to US$ 1.00. In 2003, CADS$ 50 281 000 were
received at an actual cost of US$ 32 304 730. The objective of stabilizing Canadian dollar-related expenditures to
a level within the budget was achieved.

1.5 Miscellaneous income

1.5.1 Total Miscellaneous Income realized in 2003 amounted to $ 5 766 964 or § 1 312 964 in excess
of the amount of $ 4 454 000 estimated in the budget. This increase resulted primarily from higher sales of
publications.
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2. ADMINISTRATIVE AND OPERATIONAL SERVICES COSTS OF THE TECHNICAL
CO-OPERATION PROGRAMME

2.1 The Assembly approved the Indicative Budget Estimates (expenditure) of the Administrative and
Operational Services Costs of the Technical Co-operation Programme (AOSC) amounting to $ 4 376 000 for the
financial year 2003. The estimated AOSC income for the year was $ 4 090 000. During the year, pursuant to
Financial Regulation 9.5, the Council revised the Budget Estimates for 2003 to $ 5 579 000 (C-DEC 170/8) and
the estimated income was revised to $ 5 723 000.

22 The actual expenditure and income of the AOSC for 2003 amounted to $ 5 387 851 and
$ 5 503 763 respectively, for a net income of $ 115 912 for the year. The expenditure for the year includes an
unusual item of $ 544 717 arising from a shortfall in reimbursement from the government of Viet Nam in relation
to a settlement agreement pertaining toa CAPS project in Viet Nam, which was under arbitration since 1992. Details
of the AOSC Indicative Budget Estimates compared with the actuals are shown in Appendix C.

3. UNITED NATIONS DEVELOPMENT PROGRAMME ACTIVITIES OF ICAO

3.1 For the year ended 31 December 2003, total expenditures incurred in respect of United Nations
Development Programme (UNDP) projects executed by ICAO amounted to $ 7 160 327. Of this amount,
$ 5 114 550 was financed by beneficiary Governments under cost sharing arrangements and the remainder
of $ 2 045 777 was financed from UNDP funds.

32 The Financial Regulations and Rules of the United Nations Development Programme (UNDP)
provide that executing agencies, which are organizations of the United Nations system, transmit to the UNDP
Administrator the accounts of funds allocated to them by the UNDP Administrator and the Report of the External
Auditor thereon for submission to the UNDP Executive Board.

33 The accounts for 2003 in respect of the UNDP projects executed by ICAO are included in Schedule
F of the Financial Statements of the Organization and the Report of the External Auditor encompasses the UNDP
project accounts. These accounts are submitted for approval by the Assembly and subsequent submission to the
Executive Board of the UNDP.

4. REPORT OF THE EXTERNAL AUDITOR

4.1 The External Auditor has provided an opinion without reservations that the Financial Statements
of the Organization for 2003 presented fairly, in all material respects, the financial position of the Organization as
at 31 December 2003 and the results of its operations, and that the transactions of the Organization that came to
her notice during her audit of the financial statements had, in all significant respects, been in accordance with the
Organization’s Financial Regulations and legislative authority.

4.2 The External Auditor has also reported the results of the examination of selected activities of the
Organization and made recommendations for the consideration of the Organization. The comments of the Secretary
General on the External Auditor’s Report and the proposed action on the recommendations are in Appendix D.

5. REVIEW BY THE COUNCIL

5.1 On 21 June 2004, in accordance with Financial Regulation 13.3, the Council reviewed the Financial
Statements of the Organization for the financial year 2003 and the Report of the External Auditor thereon
(Document 9834). The Council also considered the Secretary General’s comments on the External Auditor’s Report
(Appendix D), as well as the report of the Secretary General on the status of the prior years’ recommendations of
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the External Auditor (Appendix E). After careful consideration of the Financial Statements and the External
Auditor’s Report, the Council agreed to transmit the document and to recommend action as indicated below.

6. ACTION BY THE ASSEMBLY

6.1 The Financial Statements for the financial year 2003 and the Report of the External Auditor thereon
contained in Document 9834 and the comments of the Secretary General on the External Auditor’s Report
(Appendix D) are submitted to the Assembly in accordance with Financial Regulation 13.3. In addition, areporton
the status of the implementation of the prior years’ recommendations of the External Auditor is provided in
Appendix E.

6.2 The Council recommends that the Assembly:
a) note the Report of the External Auditor relating to the 2003 accounts contained in Document
9834, the comments by the Secretary General on the Audit Report of the External Auditor
(Appendix D to this paper refers) and the report on the status of implementation of the External

Auditor’s prior years’ recommendations (Appendix E);

b) urge the Secretary General to continue to implement the recommendations of the
External Auditor;

c¢) approve the audited accounts of the Organization contained in Document 9834; and

d) approve the accounts with respect to the UNDP projects (Schedule F in the Financial
Statements) executed by the Organization.

6.3 Two Draft Resolutions in Appendix F with respect to the above recommendations are submitted
for the consideration of the Assembly.
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APPENDIX B

MEETINGS 2003
STATEMENT OF EXPENDITURES (*)
(IN UNITED STATES DOLLARS)

MAJOR PROGRAMME I - GENERAL POLICY AND DIRECTION

Language Provision (AN CONF/11; AT CONF/5)
34th Session (Extraordinary) of the Assembly

MAJOR PROGRAMME II - AIR NAVIGATION

Panel Meetings:

AN CONF/11
GTC/9
SADISOPSG/8
WAFSOPSG/1

AMCP/8
AIRP/1
GNSSP/4
OPSP/6
DGP/19
FCLTP/1

MAJOR PROGRAMME III - AIR TRANSPORT

AT CONF/5
Panel Meetings:

AVSEC Panel
AVSEC FAL Seminar
Workshops/Seminars

REG TFG

TAG/MRTD/14
AH-DE/14
IETC/4

ANSEP/4

AEP/5

AVSECP/15

Eastern and Southern Africa Region/5
WARFM

STAW/44

Reg. Policy Seminar
FEPW, Dakar
FEPW, Cairo

AFI TFG

MER TFG .

MAJOR PROGRAMME 1V - LEGAL

Legal Seminar

MAJOR PROGRAMME V - REGIONAL AND OTHER PROGRAMMES

Planning Groups:

APIRG/14

NAT SPG/39
EANPG/45

APASM TF/5
APASM TF/6
ATS/AIS/SAR/SG/13
CNS/ATM/IC/SG/10 & CNS/MET/SG/7
ATTF/5
APANPIRG/14
RPG-WRC-2003
MIDANPIRG/8

M

Site 3

Montreal
Montreal
Montreal
Montreal
Montreal
Montreal
Montreal
Marrakech
Bangkok
Lima

Montreal
Montreal
Montreal
Montreal
Mauritius
Dakar
Bangkok
Beirut
Dakar
Cairo
Dakar
Cairo
Montreal
Montreal
Montreal

Dakar

Yaounde
Paris
Paris
Bangkok
Honolulu
Bangkok
Bangkok
Phuket
Bangkok
Bangkok
Cairo

@

Budget (**)
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©)

Total
Expenditures

(*) Expenditures in Canadian dollars are reflected at the budget rate of Can. $1.54 to U.S. $1.00
(**) Includes carry-over from 2002,

991 000

160 000

175 000

53 000

350 000

251990
26 208

6071
2280
31444
3065
4716
4814
41 740
10 891
6425
3546

33054
3645
1741
4235
8875
8356
9 662

11273
8223

10 321
6460
4438

619
1396
1450

20 056

36 647
8530
2596

668
1657
7723

6736
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Planning Groups {cont'd):

Implementation Meetings:

Seminars and Workshops:

MIDANPIRG AFS/ATN TF/9
MIDANPIRG RVSM/TF/8
CS/ATM/IC/SG/2 MTG
ATM/SAR/AIS Sub-Group
ATS/IS/TF

AERMET/SG/6

GREPECAS AGA/AOP/SG/3
GREPECAS AIS/MAP/SG/8
AOP/SG/5

DDG/CE/2

CNS/ATM/SG/4

RVSM/RMAF/RMP/TF/2

Informal Meeting on seasonal Haj Pilgrimage
Informal Meeting on the improvement of the Air

Traffic Service over the South Atlantic
Group of African AVSEC Experts
ATS Coordination Meeting
GNSS/ITF
NAT IMG/22
NAT IMG/23
NAT FIG/8
NAT FIG/9
NAT ATMG/21
TARTAR/14
TARTAR/15
RVSMIE/1
OLIMP/4
OLIMP/s
AWOG/10
CMRI/4
RVSM TF/17
RVSM TF/18
EMARSSH PIRM
RVSM TF/20
Special ATS Coordination Meeting
ACP WG-M
Review/CNS/ATM/OPS-GM/TF
OPMET/E TF/1
EUR/MID/Interface/1
RVSM/TF/10
GREPECAS ACG/3
GREPECAS AVSEC/COMM/2
C/CAR DCA/6 & MEVA/9
E/CAR IWG/27
E/CAR/DCA/18
SAM 93/03 ATM
AIS/MAP/AUTO Informal Meeting
E/CAR NE SAM
SAM CAA Meeting/8
CMU/CNS/ATM

Workshop on Aerodrome Certification
Seminar/Workshop on Airworthiness
Working Group to prepare AN CONF/11
Preparatory Seminar for AN CONF/11
Workshop for Seniors Officials CASK
RVSM Seminar/5

DLSS

PM AN CONF/11

Joint ICAO/ACI Workshop

RVSM Seminar/Task Force

Training Workshop on WAFS Products
Civil Military Coor. & SAR Seminar

Runway Safety & ATS Safety Management Seminar

DGSW
Preparatory Seminar for AN CONF/11

O]

Site

Cairo

Abu Dhabi
Cairo
Cairo
Cairo
Brasilia
Monterrey
Lima
Dakar
Nairobi
Dakar

Shannon
Annapolis
Shannon
Annapolis
Reykjavik
Paris

Paris
Moscow
Paris

Paris

Paris
Shenzhen
Bangkok
Hanoi
Gold Coast
Delhi
Bangkok
Bangkok
Honolulu
Bangkok
Paris

Abu Dhabi
Lima
Mexico
Nassau

St. John's
Port of Spain
Quito
Lima
Venezuela
Buenos Aires
Mexico

Dakar
Accra
Dakar
Yerevan
Dushanbe
Bangkok
Bangkok
Bangkok
Dubai
Abu Dhabi
Muscat
Cairo
Cairo
Kingston
Lima

(*) Expenditures in Canadian dollars are reflected at the budget rate of Can. $1.54 to U.S. $1.00
(**) Includes carry-over from 2002.

@

Budget (**)

3)

Total
Expenditures(**)

166
965

253

264
8291
71792
7 849
6598
1040
7741

4387
1732

3130

157
2130

523
1620
227
1554
2097
2230

230

1729 000 736 133
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APPENDIX C

TECHNICAL CO-OPERATION ADMINISTRATIVE AND OPERATIONAL
SERVICES COST STATEMENT OF APPROVED BUDGET, EXPENDITURE
AND UNENCUMBERED BALANCE OF APPROVED BUDGET (2003)

(in United States dollars)

Unencumbered
Approved Revised . Expenditure/ Balance of
by the Budget Income Approved
Assembly 2003! 2003 Budget
Appropriation/Expenditure
Major Programme XI 4376 000 5579 000 5387 851 191 149

Income 4090000 5723000 5503 763

Excess/(Deficit) of Income over
Expenditure . (286 000) 144 000 115912

! Noted by Council at its 170® Session (C-DEC 170/8).
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APPENDIX D
COMMENTS BY THE SECRETARY GENERAL ON
THE REPORT OF THE EXTERNAL AUDITOR
L. At the 28" Session of the Assembly, it was agreed that in future the Council should include

in its report the action that the Secretary General intends to take in response to substantive recommendations
in the Report of the External Auditor. This appendix presents the comments and the action contemplated by
the Secretary General in response to the External Auditor’s Report for 2003 contained in Document 9834.

2. The following comments are presented in the same order as that of the
External Auditor’s report.

3. FINANCIAL STATEMENTS AND AUDIT OPINION (paragraphs 9 to 15)

3.1 Inparagraph 11 of the Report, the External Auditor repeats the recommendation made in 2002
that ICAOreconsider its accounting policy and to include a provision for long-outstanding delays for collection
of assessed contributions in the accounts. In his 2002 response, the Secretary General expressed the view that
the introduction of a provision for doubtful collection is not considered appropriate as assessments are binding
obligations on Contracting States once approved by the Assembly. The issue was discussed during the
12" meeting of the 169" Session, at which time the Council noted the observation by the Finance Committee
that the provision recommended by the External Auditor may not significantly affect the usefulness of the
financial statements, since information to interested parties was fully disclosed in the financial statements.

3.2 Efforts will continue in 2004 to further improve the reliability of the inventory control system
mentioned in paragraph 13 of the Report, in order to enable the Secretary General to report the value of non-
expendable equipment in the notes to the financial statements.

4. FOLLOW-UP OF THE 2000 REPORT- Human Resources Management (paragraphs 16 to 82)
4.1 General Comments
4.1.1 While the demands placed on the Personnel Branch (PER) are increasing, the staff resources

allocated to do the work are decreasing. This is a result of the general budgetary constraints, which requires
significant budget reductions, particularly in the administrative support areas. Suchreductions have a serious
and detrimental impact on PER’s ability to meet its programme requirements.

4.2 Human Resources Planning

42.1 While commenting on human resources planning, the Audit Report refers to the processes used
and efforts being made to reduce staff resources in the 2005-2007 triennial Programme Budget. Very early
in the budget process, it became apparent that there had to be budget reductions and adjustments in order to
meet the overall aspirations of Contracting States. Therefore, initially, Programme managers were required
to identify possible cost reductions taking into account priorities at the level of each Major Programme as well
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as the need to use the natural attrition process, as far as possible, for any reduction in staffing as directed by
the Council. Then, an overall review of all proposals on an organization-wide basis was undertaken, taking
‘into account the overall objectives of the Organization as well as the factors outlined in paragraph 3.1 of
C-WP/12097. Other opportunities for reducing costs through further economy and efficiency were also
considered. In this process, care was taken to ensure that critical programmes as well as some smaller
programmes and organizational units were not unduly affected by the budget reduction. The problems
associated with using the natural attrition process were also realized early on in the process and this was, in
fact, outlined in C-WP/12097 and subsequent reports to the Council. In this regard, it should also be noted
that given the staffing structure of the Organization, the natural attrition method was considered the most cost
efficient approach for reducing overall costs.

422 In paragraph 33 of the Report, the Auditor states that senior management should decide what
programmes the Organization can no longer support within current budget limits as a result of areview based
on strategic and operational priorities. The processes undertaken by the Organization, as outlined above, did,
in fact, reflect the approach mentioned by the Auditor, but resulted in the adjustment or reduction of
programmes rather than the complete elimination of whole programmes. In this regard, it should be noted that
programmes being undertaken by the Organization have evolved over the years to meet the specific needs of
Contracting States and these are periodically reviewed by the Assembly, the Council and other bodies of the
Organization. Subsequent reviews of the draft Programme Budget by the Council and its subsidiary bodies
have, in fact, demonstrated that none of the programmes as a whole could be eliminated.

43 Staff Competencies

43.1 In paragraphs 36 - 38, the External Auditor has correctly assessed the importance of
systematically collecting and monitoring information on staff competencies and having a shared understanding
of staff competencies on an organization-wide basis in order to facilitate the decisions of senior management
regarding staff reductions and redeployments. Work on staff competencies is presently in progress, both on
a UN system-wide basis and in ICAO as competencies have been incorporated in the revised UN job
classification system for Professional staff. Competency development is also a factor to be assessed in staff
performance appraisals. In this connection, ajoint ICAO administration/staff working group on performance
management has already had its first meeting. The working group will submit recommendations to improve
the existing performance management system. It is expected that these recommendations will include updating
and expanding the existing staff competency framework.

4.4 Human Resources (HR) Information System

441 The Secretary General concurs with the External Auditor’s observations in paragraphs 39 -
41 that the HR information system needs to be improved to better support human resources planning decisions.
This is of particular concern for the Secretariat as the Systems Analyst post in the Personnel Branch whichis
responsible for maintaining and further developing the HR information system was lost during the present
triennium and is also not foreseen to be budgeted in the 2005-2007 triennium. As a result, whatever limited
human and financial resources which can be allocated during 2005-2007 will have to be devoted to operating
and maintaining the HR information system and the development work which has been identified may have to
wait until at least 2008 for the integration of PER with the financial management system.
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4.5 Staff Training
4.5.1 The Secretariat concurs with the Auditor’s observations regarding staff training in paragraphs

42-51 and the conclusion (para. 80) that ICAO does not devote sufficient funding to staff training. Deficiencies
in the ICAO training programme have been noted in previous audit reports and again a recommendation has
been made to devote the necessary funding to address training needs, particularly for technical matters. This
recommendation reinforces the importance of an effective training programme in meeting the objectives of the
Organization, particularly during a post reduction exercise where some staff will need to be redeployed and
trained to assume functions with higher priority. The training needs of the Organization therefore need to be
closely examined in the current budget exercise and higher priority should be attached to training requirements.

452 For the current triennium, the ICAO Council has taken note of the need to increase funding
for training and has allocated $100,000 for senior management training in the areas of performance reporting
and executive development. Additional funding will be required to support these activities during the next
triennium. If funds are not available under the RP Budget for this purpose, additional funding will need to be
approved on an ad-hoc basis. '

4.6 : Recruitment Practices

4.6.1 In paragraphs 55 - 63, the External Auditor has recognized the progress made to improve and
streamline the recruitment practices. The preparation of the short list and the time that it takes appointed
candidates to report for duty are highlighted as two stages of the recruitment process where more stringent
measures are required to further achieve efficiencies. These observations have been noted and efforts will
continue to further reduce delays in all phases of the recruitment process.

4.6.2 With reference to the observations made in paragraphs 64 and 65 that the lead times should
be monitored for all stages of the recruitment process, it can be noted the PER Branch has been analysing and
monitoring the time taken at each stage of the recruitment processes. Thus far, this has been a manual exercise.
Enhanced computer support is required in this area and this activity has been included in the PER System
Analyst’s work programme and in the PER user requirements for the integrated financial management system.

4.6.3 In paragraphs 66 - 70, the External Auditor has observed that ICAO has made good progress
in improving its use of interviews in the selection process for staff at the professional and principal officer
levels and the use of interviews for all candidates being considered for a post, whether or not they are known
to the reviewing officer, is encouraged. In this connection, it should be noted that the post of Recruitment
Officer is foreseen to be discontinued in April 2005 in light of the budget reductions. As aresult, the support
currently provided by the Personnel Branch to line managers in conducting interviews is at risk. The loss of
the Recruitment Officer is expected to have a detrimental effect on the progress made to improve the
recruitment process.

4.7 Equitable Geographical Representation (EGR)

4.7.1 The Secretary General is pleased to note that the External Auditor has observed in paragraph
72 that ICAO has made good progress in improving the representation of non-represented and under-
represented States. Efforts will continue in this regard.
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4.8 Gender

4.8.1 In paragraph 74, the External Auditor has commented that little progress has been made to

improve the status of women in the Professional and Higher categories within ICAO over the last decade (1993
-2003). Efforts will continue to further improve the representation of women at all levels of the Professional
and Higher categories. Guidelines given by the Council in this regard have been noted for implementation.

4.9 Recommendations

4.9.1 The External Auditors recommendations which are summarized in paragraph 82 are endorsed.
However, the implementation of these recommendations will depend on available human and financial
resources, including the required support for the HR information system.

5. FOLLOW-UP OF THE 2000 REPORT- Modernization of Financial Information Systems
(paragraphs 83 to 96)

5.1 The observations and recommendations made by the External Auditor in paragraphs 83 to
96 are agreed to with the clarifications in the following paragraphs:

5.2 The risks mentioned in paragraph 89 have been mitigated as follows:

a) As indicated in paragraph 88 of the Audit Report, the use of dedicated project
management resources and consultancy services has been restricted in order to limit the
costs charged to the ICT Fund;

b) Council has been informed on a periodic basis of the progress achieved; and

c¢) Tightbudgetary controls are being exercised and no specific funding has been allocated
to other bureaux for the development and maintenance of administrative systems beyond
those required to exercise good management practices.

53 The External Auditor has correctly assessed, in paragraph 90, the complexity of defining the

scope of the project. A request for sealed tenders to potential suppliers of integrated financial information
systems was issued in March 2004, and suppliers were asked to submit detailed cost estimates. Tender
proposals were received from suppliers in early May 2004 and are currently being evaluated. When a final
solution is selected, and subject to funds available, the Organization will properly scope and schedule the
implementation of the project.

54 The need to consider the total cost of ownership of the new financial system is fully
recognized. The request for sealed tenders asks suppliers to provide estimates for the initial software and
licensing fees, hardware acquisition and maintenance, infrastructure, business processes redesign, user training,
system maintenance and internal resources required from ICAO for the implementation. On-going support
costs and internal costs will also be factored into the estimate and considered when selecting a solution.
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55 With respect to the statement in paragraph 92 that there is a high likelihood of project failure,
it should be noted that the Organization is only in the initial stages of determining the scope of the project on
the basis of priorities and resources available. In the absence of long-term and sustainable sources of funding
for the modernization of its financial system, severe limitations to the scope of the project will have to be
imposed. Itis true that, in the future, the Organization will have difficulties tokeep the financial systems up-to-
date with current technology without sustainable sources of funds.

5.6 With respect to the statement in paragraph 93 that there is some uncertainty about the
Organization’s ability to service and maintain a complex financial system, it should be noted that the
Organization cannot acquire the necessary skills to support a new financial system before the selection of a
specific solution, as different solutions would require different skills. Therefore, the necessary resources
required to support the new system will be determined in due course on the basis of the solution that will be
selected and the resources available.

5.7 Discussions with other UN organizations have taken place throughout the course of the project.
This effort will continue. Due consideration will be given to the extent to which the current and long-term
system needs of ICAO can be met using already established applications of other organizations, with the view
to reducing costs.

6. OBSERVATIONS ARISING FROM THE 2003 PERFORMANCE AUDIT - Regional Offices,
with Special Reference to the Western and Central African Office (Dakar) (paragraphs 97
to 133)

6.1 The External Auditor’s Report on the Regional Office, Dakar, is welcome and all of the
recommendations made therein are agreed. More specifically, referring to the general comment calling for
improved processes for planning, managing and reporting on regional office work, it is expected that the
planned introduction of business plans for Major Programme V will further improve the existing management
processes. In addition, the business plans will assist in prioritizing and promoting the implementation of
requirements contained in the global and regional air navigation plans, as well as further improve the plans
themselves.

6.2 With regard to the recommendation on the development of planned outputs and results linked
to the Regional Office’s objective of providing a better base for accountability, the planned introduction of
enhanced performance reporting is envisaged to further improve the evaluation process used to determine the
effectiveness of ICAO’s work.

6.3 In relation to the reporting of results achieved in the region, such as extensive planning
required due to the annual hadj pilgrimage, it is intended to enhance the reporting format of the regional offices’
monthly reports to ensure that the major activities specific to the region are included and later reflected in the
Annual Report of the Council. This information may also be used by the regional offices during the budget
planning process to demonstrate their need for resources.

6.4 In general, it is noted that the findings of the External Auditor’s report are applicable to all
regional offices and will be implemented as such. It is anticipated that the External Auditor’s recommendations
will be gradually introduced over the course of the next triennium.



A35-WP/30 D-6
AD/12
Appendix D

7. OBSERVATIONS ARISING FROM THE 2003 PERFORMANCE AUDIT - Office of
Programme Evaluation, Audit, and Management Review (EAO) (paragraphs 134 to 176)

7.1 General

7.1.1 The recommendations of the External Auditor are agreed to in principle. With the anticipated
smaller size of the Office included in the programme budget for the 2005-2007 triennium, a pragmatic
approach will be taken with respect to additional tasks which could take away from evaluation and audit
activities. EAO already undertakes a number of tasks relating to non-core activities which are taking an even
greater percentage of time of the staff. As the External Auditor had mentioned, these tasks relate to the
increasing number of JIU reports, the follow-up of JIU reports, External Auditor’s and EAO’s
recommendations and the opening of sealed tenders. All of these have taken away the time available for core
activities; the situation will become even more time-critical in the next triennium.

7.2 Independence of EAO could be Strength'ened with an Internal Oversight Committee

7.2.1 The External Auditor, in paragraphs 146 to 150, recommends that ICAO should establish an
internal oversight committee to strengthen the EAO function and provide advice as required. The External
Auditor observes that an oversight committee’s main function would be to act as an advisory panel to EAO
and help gain house-wide acceptance and usefulness of internal oversight. The existence of an internal
oversight committee alone will not necessarily strengthen EAQ and, if the committee is not properly considered,
it may actually cause an additional administrative burden which may reduce the amount of time available for
oversight functions. Oversight committees do exist in some UN agencies, however, these agencies donot have
the same organizational structure or a permanent Council. Nevertheless, the proposal will be examined with
the view to establishing an advisory panel that would be commensurate with the size of the Office and without
unduly increasing the administrative burden on EAO.

73 Recommendations

7.3.1 Comments on the External Auditor’s recommendations contained in paragraph 175 are
provided in the following paragraphs:

a) The External Auditor recommends that EAO should update its risk assessment study on
an ongoing basis and seek Senior Management involvement inits assessment of risks. As
mentioned in paragraph 152 of the Report, EAO has been taking into account risks in
developing its work programme through discussions with programme managers. EAO
will continue to do so and formalize the risk assessment process in the development of its
annual work programmes;

b) The External Auditor recommends that EAO should explore how it can use the Annual
Report to inform Member States of the results achieved against goals or objectives
explicitly stated in the Programme Budget, report on key indicators of its performance,
note any progress, and outline future actions. EAO will explore the possibility over time
to gradually improve its content in the Annual Report;

¢) TheExternal Auditor states that EAO should begin all project work with clear objectives
and those objectives should determine the type of work to be conducted and the standards
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to be followed. EAO had consistently endeavoured to focus reports and use standards
wherever possible, and will continue to do so taking account of the External Auditor’s
observations; and

Concerning the recommendation that EAO should continue its efforts to build its

 evaluation capacity and develop appropriate standards and guidelines, EAO will continue

with its effort within the current and planned resource levels.

73.2 Comments on the External Auditor’s recommendations contained in paragraph 176 are
provided in the following paragraphs:

a)

b)

d)

€)

With regard to the recommendation that EAO should recapitulate the work planned for
the year, the work done and the work carried forward, the report format has been
simplified and has become more consistent than in the past. Further improvements will
be made to the next Performance Assessment Report;

The External Auditor recommends that EAO should adopt a consistent reporting format
inits Performance Assessment Report and Work Programme to identify for each product
or project the objectives, key issues and recommendations, indicating the number of
recommendations made and management’s comments, where relevant. EAO has gradually
improved its report presentation. The report format has been simplified and has become
more consistent; this effort will continue. As requested by the External Auditor, the report
to the Council will include a note that EAO information is made available unchanged,;

Concerning the recommendation that there be a follow-up of previous EAO reports, the
actual number of reports followed up and the number of outstanding recommendations
already in place, this recommendation had already been implemented in the appendix to
the Performance Assessment Report;

The Auditor wishes EAO to express an opinion on the situation whether follow up is
being done by managers and whether progress is being achieved. Tabular information is
being provided on the number and percentage of recommendations which have been
implemented. This information shows progress which has been made; and

The External Auditor recommends that EAO report formally on its other activities, such
as assisting in opening of sealed bids. As noted in paragraphs 161 and 162 of the
Auditor’s report, some information has already been included in EAO’s report and
improvements will continue in this regard.
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This status report provides an unaudited listing of the rgcommendations made by the External
Auditor in prior years and that had not been actioned as of 31 December 2002. For each outstanding audit
recommendation, the information presented includes the year of the audit report in which the recommendation
was made, the paragraph number of that report, the full description of recommendation made by the External
Auditor, commentary on progress made in implementing the recommendation, and its current status.

RECOMMENDATIONS OF THE EXTERNAL AUDITdR REPORTED IN 1998

2.
2.1 Air Transport Bureau - The Statistics Programmé
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
2.1.1 | 1998 - Paragraph 63: In October 2002, the new Integrated Statistical | Largely
ATB to pursue the automation of | Database (ISDB) became operational. In | completed
collection, analysis and dissemination of | February 2004, States were advised that some
aviation statistics in a timely manner. | of the data series were accessible online
The design of its new integrated data | through the ICAO Secure Net (the remainder
base should support improved results | becoming available later in 2004). Such a
measurement and performance reporting. | facility renders obsolete the need to print the
It is obvious, that such technological | Digests of Statistics and provides States with
upgrades will have to comply with Y2K | more timely statistical information.
needs.
2.1.2 | 1998 - Paragraph 63: A questionnaire on the usefulness of the | In progress

ATB to conduct systematic programme
monitoring and evaluation of the
Programme and seek wider user feedback
to ensure the Statistics Programme
maintains its relevance to needs of States
and other users.

contents of the Statistical Yearbook, which was
added to the last two editions of that
publication, yielded no replies. However many
requests for this publication have been received
since the publication was suspended.
Relevance for States of the statistics
programme elements linked to airports and air
navigation services was confirmed during
ANSConf 2000. Once the new system is on-
line, ICAO will have a better opportunity to
assess whether the requirements of States, in
terms of data and timeliness, are being met.
With regard to external users, there is daily
evidence of the usefulness of the ICAO
statistics database through their requests for
data (notably by consultants) and the
willingness of these parties to pay for such
data.
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No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
2.1.3 | 1998 - Paragraph 63: A core feature of the new statistics database | In progress

ATB to link existing performance-related
data to its activities in order to determine
whether any progress has been made as a
result of actions taken or whether
alternative actions should be considered.

application is the tracking system which allows

the monitoring of the

States. The system als

submission of data by
o allows the monitoring

of the use of staff resources. Placing the data
online has put an added burden on ICAO to
process the data submitted on a timely basis
and the monitoring features included in the
system should allow to better predict peaks in

staffing requirements.

22 Environmental Protection
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
2.2.1 | 1998 - Paragraph 72: The ICAO building and all its environmental | In progress

An Environmental Management System
(EMS) refers to the policies and
procedures by which an organization is
kept aware of the interaction of its
products and activities with the
environment and achieves a desired level
of environmental performance. Some
efforts have been undertaken at
Headquarters to identify further
economies in management practices and
to address environmental concerns, for
example, ICAO’s Internet site is an
important vehicle for dissemination of
public information and efforts are
directed at the use of recycled paper as
well as paper is being recycled.
Although the Secretariat has some
components of an EMS in place, they are
not complete and there is no systematic
documentation of existing practices. We
have recommended to the Secretary
General notably to consider the
implementation of an Environmental
Management System in the Secretariat.

aspects are controlled by Public Works and
Government Services Canada (PWGSC).

ICAO is a tenant and any activities ICAO is
involved in within the building that have an

environmental aspect,
PWGSC and the

are under the control of
building owner for

management of environmental concern.
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23 Cash Management
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
2.3.1 | 1998 - Paragraph 89 ICAO only invests dash that is surplus to | Implemented
The investment policy be made more | currentrequirements. Favourable arrangements
specific and complete; have been made with banks for the investment
of cash. Alternative forms of investments such
as term deposits for longer periods are also
being implemented.
2.3.2 | 1998 - Paragraph 89 Action to modernize the accounting system is | In progress
The accounting system be modernized in | underway. The core systems, particularly those
order to facilitate timely action, including | dealing with cash management, are expected to
payment on due dates; be replaced in the year 2005. In the meantime,
all payable bills and invoices are carefully
monitored to ensure timely payments.
2.3.3 | 1998 - Paragraph 89 Cash flow forecasts, particularly in the short | Implemented
The Finance Branch continue to exercise | term, are being used to guide investment
cash flow forecasting where appropriate; | decisions.
2.3.4 | 1998 - Paragraph 89 The risk tolerance and the operational | Not
ICAO consider establishing performance | environment is very specific to ICAO. A implemented
indicators for its cash management. performance indicator, benchmarked against
industry standards, may not provide for an
objective measurement and therefore may not
have more than a marginal practical value.
However, cash balances are being closely
monitored and, where feasible, invested with
the view to maximizing returns within the
parameters of ICAO’s risk tolerance.
3. RECOMMENDATIONS OF THE EXTERNAL AUDITOR REPORTED IN 1999
3.1 Universal Safety Oversight Audit Programme
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
3.1.1 | 1999 - Paragraph 47 Almost all Regional Offices were staffed with | In progress

Resource issues at headquarters and
regional offices should be resolved in
order to meet the necessary commitment
of resources in safety oversight audit
activities.

one Regional Officer, Safety Oversight
(ROSO0), who played an important role in the
conduct of the initial audits. However, several
of these posts became vacant. The arrangement
was to use 50 percent of ROSO time for audit
purposes while the reminder 50 percent was to
be used in service of the Regional Office. The
result was a mix, in that while some ROSOs
were used for the allocated time and more,
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No.

Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

others were not fully used for various reasons.
In any case, the audits would have not been
successfully completed without the support of
seconded personnel frgm States to complement
the limited resources available at the Regional
Offices.

Presently, audit follow-ups are being conducted
with a minimum of support from Regional
Offices as there are even fewer ROSOs and
they are required to s ipport States rather than
audit them. Thus, S depends on its own
staff and selected seconded staff.

This issue has not yet been resolved. As the
USOAP is expanding to cover all safety-related
Annexes, a robust agreement needs to be
reached and this is expected to be achieved by
November 2004,

312

1999 - Paragraph 47

In preparation for expansion of the
Universal Safety Oversight Audit
Programme, long-term financing of the
Programme should be secured as soon as
possible.

The 33rd Session of the Assembly endorsed the
expansion of the Programme to Annexes 11
and 14 (Assembly Resolution A33-8 refers),
including the finance requirements for the
triennium 2002-2004. Accordingly, finances
for the preparatory work in 2003 and the first
year of audit in 2004 with respect to the
expansion to ATM and AGA is available.
Financial requirements for expanding to AIG,
for the preparatory work and 2004, have been
identified, but are not yet secured. The long-
term financing requirement of the Programme,
including continuation and expansion will have
to be addressed and secured during the next
budget. Recognizing the intrinsic difficulties of
continuing to expand the Programme on an
Annex-by-Annex basis, the Secretariat is
working towards the conduct of comprehensive
audits in the future.

The budget for the next triennium is expected
to address this issue.

In progress

3.13

1999 - Paragraph 47
The Safety Oversight Audit Unit should

implement a time-recording system. This
basic tool would provide management
with detailed information on the use of
resources and comparative data for future
audit cycle planning and decision
making.

A formal time reporting system was not
instituted during the initial audits, although
some individual auditors kept track of their
time. Initial feedback in this regard led to
changing the mission plan from three to two
States per mission, and to the addition of one
or two working days to each State, to allow for
adequate time for the completion of the audits.
Team leaders are empowered to assess the time

Action not
taken
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No.

Audit Report Year,
Paragraph Number and
Recommendation

1mplementation Progress/Comments

Status

required to complete an audit follow-up prior to
establishing the schedule and missions are set
up accordingly. A random quality control is
performed by SOA| management on the
requirements recommended by the team leader
and an assessment of time-usage is made at the
end of the mission as part of the Team Leader’s
Mission Report.

A requirement for Team Leaders to implement
this action will be enforced as part of the
expanded Programme as of 2005.

4.

4.1

The 2002-2004 Draft Programme Budget Planning Process

RECOMMENDATIONS OF THE EXTERNAL AUDITOR REPORTED IN 2000

Paragraph 40 of the year 2000 Report of the External Auditor recommended: to develop a
Programme Budget that can take into account the global needs and strategic priorities of ICAO, the Secretariat
consider doing the following:

needed to complete the strategic
framework, and include performance
indicators at the strategic level to ensure
that the SAP becomes an effective
management tool.

the Programme Budget, the mandatory
responsibilities enshrined in the Convention on
International Civil Aviation, Assembly
Resolutions and the global needs are taken into
account. The Council will be reviewing the
longer-term plans and perspectives of the
Organization, including the financial
implications in preparing the Programme
Budget for the 2005-2007 triennium. The SAP
has been linked to the Programme Budget,
which is prepared for three years at a time,
through appropriate cross-references. Expected
results and performance indicators are
currently shown in the Programme Budget at
the Major Programme and Programme level.
Performance indicators, if shown at the SAP
level, would be very global and may not lend
themselves to easy measurement and therefore
are not likely to serve as an effective
management tool as envisaged in the audit
recommendation.

No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
4.1.1 | 2000 - Paragraph 40 The Secretariat and Council are continuously | Continuous
Propose that, in the next version of the | involved in the improvements to the | process-
SAP, the Council consider preparing a | Programme Budget document and the process deemed
long-term schedule, identifying the funds | through which it is formulated. In formulating | completed
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No. Audit Report Year, Implementation Progress/Comments Status

Paragraph Number and
Recommendation
4.1.2 { 2000 - Paragraph 40 Current processes require the SAP and the | Partially
Implement a formal means such as a | Programme Budget tp be reviewed by the | implemented-

strategic planning function or a challenge
review process at the senior levels to
assist in establishing strategic objectives
in their order of importance at the outset
of the programme budget planning
process.

Senior Management | Group before being

submitted to the Council. For the 2005-2007.

triennium, the Senior Management Group has
been involved in freviewing all budget
proposals.

in progress

4.1.3 | 2000 - Paragraph 40 For the 2005-2007 triennium, the Secretariat
Provide viable programme budget options | submitted for Councills consideration various | Implemented
to the Council so it can make decisions in | options together with justifications for their
full awareness of the pros and cons of | needs. The Council and Secretariat are
each option and their potential impact on | continuously seeking to further improve this
the ability of the Organization to fulfil its | process.
mandate.

4.1.4 | 2000 - Paragraph 40 Council is regularly informed on the results of | In progress
Propose to the Council that overall | activities under sﬁeciﬁc and selected
performance information on programmes | programmes. The Annual Report is part of
and key activities be developed and | that process. However, procedures are being
provided to the Council on a regular | established to report to Council specifically on
basis. the overall performance against the Programme

Budget.
4.2 Human Resource Management '

In paragraph 64 of the year 2000 Report, the External Auditor recommended: To ensure that
ICAO has a competent and sustainable work force, capable of achieving its strategic goal, the Secretariat needs

to do the following:
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
4.2.1 | 2000 - Paragraph 64 In June 2001, a Staff Costing System was made | Continuous

Ensure that it manages human resources
from a strategic perspective while

developing policies and systems
(including succession planning)
consistent with best management
practices.

available to senior managers to assist in
monitoring and prioritizing staffing resources
and in planning for the advertisement and
filling of posts.

In November 2001, managers were requested
to submit their staffing requirements for the
triennium 2002-2004, indicate which posts
were to be advertised and provide the expected
skills/competencies required for these posts.
To assist in this task, a summary of all existing
staff/consultants/SSAs was provided as well as
expected retirements/departures up to end-
2004. The replies received had foreseen
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No.

Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

additional Professional and General Service
posts in excess of /the approved budget.
Consultations followed to identify alternative
sources of funding/compensating economies to
cover the additional posts and to prioritize the
staffing requests and identify high priority
requirements.

During the Full Senior Management Group
Meeting at Headquarters in July 2003, staffing
requirements and the available resources of the
Regional Offices were reviewed. It was
recommended that the <core
functions/disciplines of the Regional Offices be
identified in order to establish the minimum
staffing required. An internal Working Group
is presently expanding on this recommendation
(Discussion Paper No. 1 related to C-
WP/12215 refers).

In August 2003, managers were requested to
prioritize their staffing requirements taking
into account vacant posts and anticipated
retirements/departures up to end-2004. In
general, most of those posts were considered to
be high priority and no ranking according to
order of priority was given.

In the fall of 2003, in order to urge managers
to prioritize staffing requirements, the Council
Study Group on Long-term Planning and
Budgetary Process was provided with
information on vacant posts and expected
retirements/departures up to end-2010.

4.2.2

2000 - Paragraph 64
Re-examine its recruitment practices to

determine the underlying reasons for
recruitment delays and continue
strengthening its procedures for assessing
candidates in the professional category,
by developing an assessment framework
to ensure that all candidates are
appropriately and fairly evaluated.

At the request of the Council, progress reports
have been provided on administrative
procedures undertaken thus far to reduce delays
in the recruitment of Professional and higher
category staff. The Council agreed to to reduce
the deadline for applications in the case of
international Vacancy Notices from four to
three months in 2000 (C-DEC 160/5). This
deadline was further reduced to two months in
2003 (C-DEC 168/3). The Council requested
the Secretary General to focus on expediting
the processing of applications. Accordingly,
deadlines for each stage of the recruitment
process were established and communicated to
managers.

In 2002, the Council requested the
Commission for the Processing of Applications
for Posts at the Director Level (COPAD) to
undertake a review of the established COPAD
procedures with the view to their improvement

Continuous
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No.

Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

and streamlining. The review was conducted
and, in 2003, the Council noted a report
submitted by COPAD) on the outcome of this
review.
The practice of ¢onducting telephone
interviews with “unknown” candidates was
introduced on a systematic basis at the
beginning of the year|2000. Although these
interviews have assisted the Reporting Officers
in assessing candidatep, they contribute to the
delays in the recruitment process.

423

2000 - Paragraph 64
Assess whether the composition of its

work force is the most appropriate to
ensure that the required competencies
and skills are in place, and assess
whether the combination of appointments
is the most appropriate for career,
operational, and cost-effectiveness

purposes.

The types of contracts used to obtain the
services of individuals are appropriate to the
different types of functions they are to perform.
However, there are cettain constraints:

a) Council’s decision of 4 March 1985 (C-DEC
114/7) established the percentage of non-career
appointments in posts subject to EGR at not
less than 33 per cent. In compliance with this
decision, all initial appointments |in the
Professional and higher categories are without
exception on a non-career basis.

b) Only temporary contracts are given to staff
members serving on posts funded by extra-
budgetary sources even if these represent long-
term staffing requirements.
¢) Due to the present financial situation of the
Organization, the Secretary General decided to
keep in abeyance the recommendations for
2003 for term and permanent appointments for
staff members in the Professional and higher
categories.

d) Enhancing the use of less expensive
contractual services could have an adverse
impact on EGR and gender statistics.

Completed
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No.

Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

424

2000 - Paragraph 64
Ensure that adequate funding is provided

to improve management and recruitment
practices.

Performance reporting management and
executive development programmes are among
the projects approved by the Council to
improve the efficiency and effectiveness of the
Organization (C-WP/12219 and C-DEC 171/7
refer).

The doubling of the budgetary allotment for
training during the next triennium has been
recommended as a high priority item. This
will be necessary to undertake technical
training of staff members to be redeployed to
high priority functions/disciplines.

In progress

43

Information Technology

Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

43.1

2000 - Paragraph 81
ICAO has attempted to remew its

financial system but has made little
progress, despite the acknowledged
urgency of the need. The Organization
will need funding, project leadership, and
competencies in implementing modern
information systems.

432

2000 - Paragraph 82
ICAO should reconsider the priority it

has given to replacing the existing
financial systems. The following key
conditions are necessary for success:
Funding for the renewal initiative such as
software, training, future upgrades and
maintenance.

A case for the modernization of the financial
system was presented to the Assembly through
the Council. Initial funding for the renewal of
the financial management system was
authorized by Assembly Resolution A33-24 in
2001. Funds amounting to US$2.5 million
became available in early 2002. Action is
underway to acquire and implement at least the
core elements of a new financial management
system. The implementation of the new system
is expected to commence in 2005.

In progress

In progress

433

2000 - Paragraph 82
Strong senior management leadership,

strong support from Contracting States
and user buy-in.

The recommendation refers to an on-going
process. In implementing the new systems, all
the necessary development standards will be
observed. The Chief, Finance Branch has the
overall responsibility for the project. The
Secretary General, the Senior Management
Group and key users of the systems participate
in all critical stages of the development and
implementation of the system.

In progress
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No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
4.3.4 | 2000 - Paragraph 82 This recommendation will be implemented as | In progress
A change management strategy that will | the systemis acquired, developed and installed.
mobilize and sustain the efforts to change
to a new, modern system.

5. RECOMMENDATIONS OF THE EXTERNAL AUDITOR REPORTED IN 2001
5.1 Management Services Agreement Projects
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
5.1.1 | 2001 - Paragraph 38 The rules and procedures that should be | Im progress
ICAO should specify in Management | followed for the Compensation of Management
Services Agreements the rules and | Services Agreements project personnel are
procedures that should be followed for | under review. As a result, they are being
compensation of project personnel. structured along the lines of the United Nations
Common system of salaries, allowances and
benefits. The objective is to incorporate the
final product in the ICAO Field Service Staff
Rules (FSSR) and the TCB Field Personnel
Instructions (PI).
5.1.2 | 2001 - Paragraph 38 In addressing the potential risks associated | Completed

ICAO should assess, with the assistance
of the Technical Co-operation and Legal
Bureaux, the risks associated with the use
of project personnel not directly under its
control in Management Services
Agreement projects.

with the use of local project personnel not
directly under the control of ICAO, and in
order to safeguard the immunities of the
Organization, model contracts for local
personnel were developed, which stipulate that
ICAO shall not be responsible for any claim
which may be brought by a third party against
the subscriber in the performance of services
under the contract, and that the subscriber will
hold ICAO harmless against third party claims.
These contracts also include a model clause on
the suspension or interruption of agreement,
whereby the subscriber agrees to waive any
compensation if the project is suspended or
interrupted totally or partially, whether this is
due to lack of funding or any other cause. The
responsibilities for medical and compensation
insurance in the event of death, injury and
illness attributable to the performance of
official duties are also specified. In addition, as
per the request of the Legal Bureau, framework
agreements for technical cooperation, such as
MSAs or Trust Fund agreements, and
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No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
procurement contracts mandatorily include an
indemnity clause whereby the contractor, at its
own expense, shall indemnify and hold
harmless ICAO, including its employees, from
and against all suits, claims and liabilities
arising out of the acts and omissions of ICAO
or its employees on behalf of the government in
the performance of the agreement/contract.
5.1.3 | 2001 - Paragraph 38 The External Auditors performed extensive | Completed
ICAO should continue project reviews of | MSA project reviews as part of their 2002
Management Services Agreements, with | audit. Furthermore, whenever it is deemed
the assistance of EAO. necessary, EAQ’s assistance will be sought.
5.2 Regional Offices with special reference to the South American Office (Lima)
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
5.2.1 | 2001 - Paragraph 72 The Secretary General shares the concern and | In progress
The Secretary General should institute a | supports the recommendation of the External
formal annual review of plans with each | Auditor for establishing a formal annual review
regional office. This review should | process of regional office plan for each of the
involve representatives of each | seven regional offices. Given the need to
headquarters bureau and focus on | continue implementing much of the existing
planned results and the expected resource | programmes, while at the same time catering to
costs to achieve them, in order to identify | increasing demands for new programmes
and agree on realistic priority activities. | within the constraints of a zero growth budget
environment, it proved to be difficult for the
Secretariat to implement the said
recommendation in full. Nevertheless,
considerable progress has been made in the last
triennium in developing a draft business plan
for the Paris Regional Office, with an intent to
extend the same to other regional offices in due
course subject to availability of resources.
5.2.2 | 2001 - Paragraph 72 In relation to reporting of the results, the | In progress

Regional offices should report the results,
the resource costs, and the variances from
plans for all major activities such as air
navigation planning and implementation,
air transport planning, and management
improvement initiatives. This would
apply both to internal reporting to
headquarters throughout the year and in
the Annual Report to the Assembly.

resource costs and the variance from plans for
all the major activities of the regions, this
recommendation will be considered in
conjunction with the regional planning
mechanism. The present method of submitting
monthly progress reports by the regional offices
will be enhanced as a part of an ongoing
exercise to improve the efficiency of regional
offices.




E-12

RECOMMENDATIONS OF THE EXTERNAL AUDITOR REPORTED IN 2002

Implementation Progress/Comments

Status

This matter is being taken into consideration in
the preparation of project documents by TCB
through the incorporation of relevant
background information providing justification
of the need for a proposed technical
cooperation project. Particular regard is being
given to the analysis of specific and common
obstacles to be encountered by civil aviation
administrations of developing countries with
similar human resources, technical and/or
financial difficulties. This has allowed the
development of a regional or sub-regional
approach to the implementation of technical

cooperation activities in the areas of flight |

safety and security, thus increasing the
efficiency and effectiveness of project execution
while providing a practical solution and
important cost savings to recipient States.

Completed

TCB, LEB and EAO, through the Procurement
Procedures Review Group (PPRG), havejointly
reviewed and amended model contracts and
contractual terms and conditions used by TCB.
Any changes to standard contracts and
agreements are reviewed by LEB and FIN on a
case by case basis. Comments received are
placed on file to facilitate future preparation
and review of similar draft contracts and
arrangements.

Completed

A35-WP/30

AD/12

Appendix E

6.

6.1 Technical Co-operation Projects

No. Audit Report Year,

Paragraph Number and
Recommendation

6.1.1 | 2002 - Paragraph 78
Project documents should include
relevant information for the justification
of the proposed project including formal
analysis of the barriers faced by the
Contracting State.

6.1.2 | A checklist should be adopted for
documenting the review of draft contracts
or agreements.

6.1.3 | Sufficient information and

documentation should be provided on the
overhead rate to be charged at the
planning phase of the project, tracked
over the duration and reported on a
timely basis.

Pending the implementation of a new
accounting system which could facilitate the
identification of direct and indirect costs
specifically related to technical cooperation
projects, ICAO is charging overhead costs to
projects based on the complexity of the project
and type of deliveries. Overhead rates for
Management Service Agreements are
negotiated with the State and may vary by
project component. However, some interim
measures will be introduced to monitor the
actual cost of support of projects and to
document the decisions taken with respect to
the overhead charged.

In progress
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Audit Report Year,
Paragraph Number and
Recommendation

Implementation Progress/Comments

Status

Project risk assessment should be

improved by:

- a) Completing a profile of potential
risks to be considered at various
phases of a project;

- b) Assessing formally the potential
risks for projects involved in
assisting human resources
development of a national civil
aviation department; and

- ¢) Re-assessing periodically its
analysis of risks in the case of multi
year projects.

Consistent and detailed monitoring of all
ICAO technical cooperation projects continues
to be the goal of TCB. More in-depth analysis
in the areas of risk assessment at the outset and
during various stages of project
implementation is being undertaken. Projects
are continuously monitored and all areas are
being periodically assessed.

The potential risks for ICAO with regard to
projects involved with the mobilization of
human resources for national civil aviation
administrations of recipient States have been
analyzed. In order to safeguard the immunity
of the Organization, it has been decided that all
contracts with project staff, who are not
considered staff members of ICAO and are not
directly under its control, shall stipulate that
ICAO shall not be responsible for any claim
which may be brought by a third party against
the subscriber in his performance of services
under the contract, and that the subscriber will
hold ICAO harmless against third party claims.
Such contracts also include a clause on the
suspension or interruption of agreement,
whereby the subscriber agrees to waive any
compensation if the project is suspended or
interrupted totally or partially, whether this is
due to lack of funding or any other cause. In
addition, as per the request of the Legal
Bureau, framework agreements for technical
cooperation, such as MSAs or Trust Fund
agreements, and procurement contracts
mandatorily include an indemnity clause
whereby the contractor, at its own expense,
shall indemnify and hold harmless ICAOQ,
including its employees, from and against all
suits, claims and liabilities arising out of the
acts and omissions of ICAO or its employees
on behalf of the government in the
performance of the agreement/contract.

In progress

(a0

Completed
(b)

A formal approach should be used to
obtain feedback on the quality of its
procurement services to Contracting
States.

Contracting States are generally satisfied with
the procurement services provided by ICAO.
Whether a formal approach should be used is
being considered.

Under review
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No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
6.1.6 | Continuation of its efforts to establish an | General guidelines on monitoring and | Continuous

integrated monitoring and reporting
structure that would provide it with the
necessary information and flexibility to
manage technical co-operation projects.

evaluation procedures are in place, including
day-to-day monitoring through e-mail, faxes
and phone-calls, or missions undertaken to
States, as required. In many instances,
however, it is necessary for TCB, in
coordination with the recipient State and
donor, to adapt such procedures in order to
respond to specific monitoring and reporting
requirements and schedules, in accordance
with the complexity and type of project under
implementation. TCB is in agreement that the
establishment of an integrated monitoring and
reporting systems would assist in the
management of projects. Efforts in this regard
will continue.

6.2 Regional Offices, with Special Reference to the Asiaand Pacific Office (Bangkok) and the
European and North Atlantic Office (Paris)
No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and
Recommendation
6.2.1 | 2002 - Paragraph 114 Work has started on the issue of performance | In progress
The Secretary General should institute a | management and reporting which includes
formal annual review of plans with each | development of philosophy at the level of the
regional office. This review should | SMG and development of the methodology and
involve representatives from each | training.
headquarters bureau and should focus on
planned results and the expected costs
required to achieve them. This will
enable realistic priorities to be identified
and agreed upon.
6.2.2 | The roles and responsibilities of regional | The Regional Office Study is in progress. The | In progress

offices should be clarified and the
Regional Office Manual should be
revised accordingly and made available
in electronic format.

first phase is completed. The next phase is
planned. The Regional Office Manual is being
revised.
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No. Audit Report Year, Implementation Progress/Comments Status
Paragraph Number and ‘
Recommendation
6.2.3 | Regional offices should report theresults, | Reports from the Regional Offices arrive more | In progress
the resource costs, and the variances from | regularly and contajn more information.
plans for all major activities such as air | Performance managernent referred to above
navigation planning and implementation, | will give possibilities for further improvement.
air transport planning, and management
improvement initiatives. This would
apply to both internal reporting to
headquarters throughout the year, and in
the Annual Report to the Assembly.
6.2.4 | Regional Offices should report potential | Several press releases have been issued | In progress
benefits in their budgetary plans, and | describing the accomplishments of the
actual benefits from their work in their | Regional Programmes. Benefits of the
monthly reports to headquarters. | implementation efforts are represented as well.
Accomplishments could also be published
in the Council’s Annual Report, along
with any appropriate caveats about
attribution.
6.2.5 | Regional Offices should promote sharing | Experience and best practices of Regional | Continuous
of experiences and best practices amongst | Offices are being shared on a regular basis.
themselves.
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7.0 SUMMARY

Summary of ‘
Recommendations from External Auqitor

Period 1998 to 2002 !

Status as of 31 December 2003

| Recommendations
Subject Reference Total Number Completed Number In
ﬁ Progress

1998
Air Transport Bureau - The Statistics Programme 2.1 3 1 2
Environmental Protection ‘ 22 1 - 1
Cash Management 2.3 10 8 2

Total c 14 9 (65%)* S

V

1999
Universal Safety Oversight Audit Programme 3.1 8 5

Total 8 5 (63%)*
2000
The 2002-2004 Draft Programme Budget Planning Process 4.1 4 2 2
Human Resource Management 4.2 4 1 3
Information Technology 43 6 2 4

Total 14 5 (36%)* 9
2001
Management Services Agreement Projects 5.1 4 3
Regional Offices with special reference to Lima 52 2 -

Total 6 3 (50%)* 3
2002
Technical Cooperation Projects 6.1 8 3 5
Regional Offices, with Special Reference to Bangkok and Paris 6.2 5

. Total 13 4 (30%)* 9

* Represents percentage completed of total recommendations
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APPENDIX F

DRAFT RESOLUTIONS

Resolution 42/...

Approval of the accounts of the Organization for the financial year 2003 and examination of the Audit
Report thereon

Whereas the accounts of the Organization for the financial year 2003 and the Audit Report thereon,
submitted by the Auditor General of Canada - a member of the Panel of External Auditors of the United
Nations and Specialized Agencies - as the External Auditor of ICAO, have been submitted to the Assembly
after being circulated to Contracting States;

Whereas the Council has examined the Audit Report and submitted it to the Assembly for its review;
and :

Whereas in accordance with Chapter VIII, Article 49 (f) of the Convention, expenditures have been
reviewed;

The Assembly:

1. Notes the Report of the External Auditor on the audited accounts for the financial year 2003 with
related comments by the Secretary General in response to the recommendations in the Audit Report, and the
report on the status of the implementation of the External Auditor’s prior years’ recommendations; and

2. Approves the audited accounts for the financial year 2003.

Resolution 42/...

Approval of those accounts with respect to the United Nations Development Programme activities
administered by ICAO as Executing Agency for the financial year 2003 and examination of the Audit
Report on the financial statements of the Organization which also covers the United Nations Development
Programme accounts.

Whereas those accounts showing the status of funds allocated to ICAO by the Administrator of the
United Nations Development Programme and administered by ICAO as Executing Agency for the financial
year 2003 as well as the Audit Report on the financial statements of the Organization, which also covers the
United Nations Development Programme accounts submitted by the Auditor General of Canada, amember of
the Panel of External Auditors of the United Nations and Specialized Agencies, as the External Auditor of
ICAO have been submitted to the Assembly after being circulated to Contracting States;

Whereas the Council has examined the Audit Report and submitted it to the Assembly for its review
and for submission to the Administrator of the United Nations Development Programme; and
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* Whereas the Financial Regulations and Rules of the United Natif
that Organizations of the United Nations system entrusted with the ex

bns Development Programme provide
ecution or implementation of UNDP

Programme activities shall transmit to the Administrator for submission to the Executive Board accounts

showing the status of funds allocated to them by the Administrator an
certificates from the External Auditors of the Organizations and shall

The Assembly:

1. Notes the Report of the External Auditor on the financial state
covers those accounts relating to the United Nations Development Py
Executing Agency, for the financial year 2003 and the comments by the
recommendations in the Audit Report;

d that such accounts shall bear audit
be accompanied by their reports.

ments of the Organization, which also
ogramme administered by ICAO as
Secretary General in response to the

2. Approves those accounts with respect to the United Nations Development Programme administered

by ICAO as Executing Agency for the financial year 2003; and

3. Directs that the financial statements of the Organization, whi¢h also include accounts of the United
Nations Development Programme administered by ICAO, and the Audit Report be transmitted to the
Administrator of the United Nations Development Programme for submission to the Executive Board.

— END —



