U.N. development agency defers new programs in North Korea until audit conducted
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Associated Press  -- UNITED NATIONS - The U.N. Development Program agreed Thursday not to approve new projects in North Korea until an external audit addresses U.S. allegations that the agency has funneled millions of dollars to the communist regime in violation of United Nations rules. 
    U.S. deputy ambassador Mark Wallace alleged Friday that the UNDP’s North Korea operation had been run ”in blatant violation of U.N. rules” for years. He demanded an outside audit focusing on concerns that development funds had been used by Pyongyang for ”its own illicit purposes.” 

    The audit, announced Monday by U.N. Secretary-General Ban Ki-moon, is expected to last three months. 

    UNDP assistant administrator Ad Melkert said the agency also agreed to end cash payments to the North Korean government and local suppliers and to stop hiring staff recruited by Pyongyang. The United States had complained about both practices, which Melkert said would stop by March 1. 

    The UNDP said it will be responsible for implementing all North Korean projects, addressing U.S. complaints that authorities in the North had been responsible for carrying out certain initiatives. 

    The U.S. welcomed the new steps. 

    ”We’re pleased with the approach that the UNDP administrator has laid out,” acting U.S. Permanent Representative Alejandro Wolff told reporters. 

    North Korea said it would accept the steps, though it condemned them as an attempt to ”politicize the system” of the UNDP - a stance echoed by the representatives of Russia and Cuba. 

    Japan, however, applauded the agreement and went a step further. It said the U.N. should stop providing aid to North Korea except for humanitarian assistance ”directly delivered to the people” because Pyongyang had defied Security Council demands that it end its nuclear program. 

    Wolff said the Japanese argument was ”compelling” and that the U.S. would consider it. 

    U.S. officials said the United States already withholds its contributions to the UNDP and other U.N. agencies that provide funds to North Korea. 

    Ban’s spokeswoman, Michele Montas, said Monday the audit will initially focus on UNDP spending in North Korea and then be expanded to other U.N. agencies. 

    The agency said it welcomed the external audit, stressing it was committed to operating in a transparent manner. 

    U.S. officials said they first received indications there might be irregularities in UNDP’s North Korea program last year. They raised concerns the cash might be misused, possibly for Pyongyang’s nuclear program. 

    The U.N. Security Council imposed sanctions on North Korea on Oct. 14 for conducting a nuclear test. 

    North Korean delegate Jang Chunsik called the U.S. allegations ”nonsense,” insisting the UNDP’s activities in his country had been ”conducted in a transparent way.” 

    Wallace has made several allegations in letters to senior UNDP officials, which were first reported by The Wall Street Journal. He has said that UNDP’s local staff is dominated by North Korean government employees who managed the agency’s programs and finances in violation of UNDP rules. 

    The U.S. cited three other violations of U.N. rules - the government’s insistence that UNDP pay cash to North Korean government suppliers, and UNDP’s failure to oversee projects it funds in the country or to audit its programs. 

    On Monday, the agency sought to refute the allegations, insisting the North Korean program followed UNDP financial rules. UNDP Administrator Kemal Dervis said there is ”no justification for the extreme allegations” made by Wallace, adding that UNDP was ”doing its best in very difficult circumstances.” 

    UNDP spokesman David Morrison said the agency has spent about $3 million annually in the last 10 years on programs in impoverished North Korea, in addition to about $600,000 in office costs, which include local salaries and supplies. The programs focus on food production, rural and environmental sector management, economic management and social sector management. 

    Morrison said UNDP international staff have visited nearly all their project sites in the past two years to ensure funds are being used appropriately. 

    The UNDP has conducted three internal audits of its North Korean program in the last eight years, the last in 2004. Another internal audit was scheduled for this year, Morrison said.

