
WORLD HEALTH ORGANIZATION A25/27 

ORGANISATION MONDIALE DE LA SANTÉ 

TWENTY -FIFTH WORLD HEALTH ASSEMBLY 

Provisional agenda item 3.11 

AMENDMENTS TO THE FINANCIAL REGULATIONS 
(Standardization of the financial 

regulations governing external audit) 

30 March 1972 

The Director- General has the honour to submit for the information of the Twenty -fifth 
World Health Assembly the appended report on the "Amendments to the Financial Regulations 
(Standardization of the financial regulations governing external audit)" presented to the 

Executive Board at its forty -ninth session.1 

The Executive Board, decided in resolution EB49.R282 to recommend that these amendments 
be approved by the Twenty -fifth World Health Assembly. 

1 Document ЕВ49/4. 

2 Off. Rec. W1d 11th Org., No. 198. 



WORLD HEALTH ORGANIZATION ЕВ49/4 

ORGANISATION MONDIALE DE LA SANTÉ 

EXECUTIVE BOARD 

Forty -ninth Session 

Provisional agenda item 6.8 

AMENDMENTS TO THE FINANCIAL REGULATIONS 
(Standardization of the financial regulations 

governing external audit) 

Report by the Director -General 

26 November 1971 

1. The Ad Hoc Committee of Experts to Examine the Finances of the United Nations and the 
Specialized Agencies recommended that the organizations should try as far as possible to 
reconcile and standardize their financial regulations when making necessary amendments to 

them and also that the organizations should amend their financial regulations concerning 
the duties of External Auditors in order to enable them to make observations on the admini- 
stration and management of the organizations. 

2. At its thirty -third session the Consultative Committee on Administrative Questions in 
collaboration with the Panel of External Auditors agreed a new text of Financial Regulations 
and Additional Terms of Reference relating to external audit representing a standardization 
of external audit principles throughout the organizations. These proposed standard pro- 

visions were approved by the Administrative Committee on Co- ordination at its fifty -third 

session. 

3. The attached annex sets out the proposed standard provisions, together with the existing 

Article XII of the World Health Organization's Financial Regulations and the Principles to 

govern the Audit Procedures of the Organization, as well as some explanations concerning the 

recommended changes. 

4. In order to deal with the amendments to the Financial Regulations the Board may wish to 

adopt a resolution along the following lines: 

The Executive Board, 

Having considered the report of the Director -General on standardized financial regulations 

relating to external audit, as approved by the Administrative Committee on Co- ordination, 

RECOMMENDS to the Twenty -fifth World Health Assembly the adoption of the following 

resolution: 

"The Twenty -fifth World Health Assembly, 

Considering it desirable that the financial regulations of the World Health 

Organization relating to external audit should conform to those of the United Nations 

and the other organizations of the United Nations system, except for such divergences 

as are necessary to meet the Organization's constitutional provisions, 

ADOPTS the amendments to Article XII of the Financial Regulations of the World 

Health Organization as proposed by the Director -General and recommended by the Executive 

Board." 



Proposed provisions for Financial 

Regulations relating to External 

Audit and Additional Terms of 

Reference 

Article XII - External Audit 

12.1. External Auditor(s) each of whom 

shall be the Auditor -General (or officer 

holding equivalent title or otherwise 

qualified) of a Member Government, shall 

be appointed by the Health Assembly, in 

the manner decided by the Assembly. 

Auditor(s) appointed may be removed only 

by the Assembly. 

12.2. Subject to any special direction 

of the Health Assembly each audit which 

the Auditor(s) is /are required to make 

shall be conducted in conformity with 

generally accepted common auditing 

standards and in accordance with the 

Additional Terms of Reference set out in 

the Appendix to these Regulations. 

12.3. The External Auditor(s) may make 

observations with respect to the 

efficiency of the financial procedures, 

the accounting system, the internal 

financial controls and in general the 

administration and management of the 
Organization. 

Existing Financial Regulations of 

the World Health Organization 

Article XII - External Audit 

12.1. External Auditor(s) each of whom 

shall be the Auditor -General (or officer 

holding equivalent title or otherwise 

qualified) of a Member Government, shall 

be appointed by the Health Assembly, in the 

manner decided by the Assembly. Auditor(s) 

appointed may be removed only by the 

Assembly. 

12.2. Subject to any special direction of 

the Health Assembly, each audit which the 

Auditor(s) is /are required to make shall be 

conducted in accordance with the principles 

set out in the appendix to these 

regulations. 

Nil. 

• • 

Comments 

No change. 

ACC and the External Auditors 

agreed to refer to "generally accepted 

common auditing standards" in addition 

to the Additional Terms of Reference. 

The United Nations Panel of 

External Auditors have been requested 

and have agreed to provide a precise 

definition of "generally accepted 

common auditing standards ". 

ACC, in accordance with the wishes 

of the Ad Hoc Committee of Experts to 
Examine the Finances of the United Nations 
and the Specialized Agencies as expressed 
in paragraphs 62 and 67 (a) of its 

Second Report (А/6343), agreed to widen 
the scope of the External Auditor's 
observations. 

The External Auditor may make 
observations with respect to, inter alia, 
the administration and management of the 
Organization derived from the regular 
normal audit. Specific examinations 
which would include, inter alia, a 

management audit are dealt with under 
Financial Regulation 12.5. 



12.4. The External Auditor(s) shall be 

completely independent and solely 

responsible for the conduct of the audit. 

12.5. The Health Assembly may request 

the Auditor(s) to perform certain specific 

examinations and issue separate reports 

on the results. 

12.6. The Director -General shall provide 

the External Auditor(s) with the 

facilities he /they may require in the 

performance of the audit. 

12.7. For the purpose of making a local 

or special examination or for effecting 

economies of audit cost, the Auditor(s) 
may engage the services of any national 

Auditor -General (or equivalent title) 

or commercial public auditors of known 

repute or any other person or firm who, 

in the opinion of the Auditor(s), is 

technically qualified. 

12.8. The Auditor(s) shall issue a 

report on the audit of the financial 

statements and relevant schedules 

which shall include such information as 

he /they deem necessary in regard to 

Financial Regulation 12.3 and in the 

Additional Terms of Reference. 

12.9. The report(s) shall be 

transmitted through the Executive 
Board together with the audited 
financial statements, to the Health 

Assembly not later than 1 May following 

the end of the financial year to which 

the accounts relate. The Executive 

Board shall examine the financial 
statements and the audit report(s) and 

shall forward them to the Health 

Assembly with such comments as it deems 

necessary. 

• • 
Nil. 

Nil. 

Nil. 

12.3. Whenever it is necessary to make a 

local or special examination, the Auditor(s) 

may, subject to the budgetary provision for 

the audit concerned, arrange for the services 

of any national Auditor -General (or 

equivalent title) who is eligible to be 

appointed or of commercial public auditors 

of known repute. 

Nil. 

12.4. The Auditor(s) shall submit his/ 

their report to the Health Assembly to 

be available to the Executive Board not 
later than 1 May following the end of the 

financial year to which the accounts 
relate. The Executive Board shall 

forward to the Health Assembly its 

comments, if any, on the audit report. 

The Auditor(s) shall be present when the 

audit report is considered by the 

Assembly. 

A new regulation proposed by the 

External Auditors and accepted by ACC. 

ACC agreed to this generally worded 

Regulation for special audits or 

examinations beyond the scope required 

under proposed Regulation 12.2. 

A new Regulation proposed by the 

External Auditors and accepted by ACC. 

A revision agreed upon by the 

External Auditors and ACC. 

The new Regulation was proposed 
by the External Auditors and accepted 
by ACC. 

A revision agreed upon by the 

External Auditors and ACC. 

External Auditors and ACC 
agreed to the deletion of the last 

sentence in the old text in as much 
as the availability of the External 
Auditor for meeting with the 
legislative body is self -evident. 



Appendix: Proposed Additional Terms of 

Reference governing the audit of the 

World Health Organization 

1. The Auditor(s) shall perform such 

audit of the accounts of the World Health 
Organization, including all trust funds 

and special accounts, as he /they deem 
necessary in order to satisfy himself/ 
themselves: 

(a) that the financial statements 

are in accord with the books and 
records of the Organization; 

(b) that the financial transactions 
reflected in the statements have 

been in accordance with the rules 
and regulations, the budgetary 

provisions and other applicable 
directives; 

(c) that the securities and monies 

on deposit and on hand have been 

verified by the certificate received 
direct from the Organization's 
depositaries or by actual count; 

(d) that the internal controls, 

including the internal audit, are 

adequate in the light of the extent 

of reliance placed thereon; 

(e) that procedures satisfactory 
to Auditor(s) have been applied to 
the recording of all assets, 
liabilities, surpluses and deficits. 

Principles to govern the Audit 

Procedures of the World Health 
Organization 

1. The Auditor(s) shall perform such an 
audit of the accounts of the World Health 
Organization, including all trust and 

special accounts as he /they may deem 
necessary in order to certify: 

(a) that the financial statements 
are in accord with the books and 
records of the Organization; 

(b) that the financial transactions 
reflected in the statements have 
been in accordance with the rules and 

regulations, the budgetary 

provisions, and other applicable 

directives; 

(c) that the securities and moneys 

on deposit and on hand have been 

verified by certificates received 
direct from the Organization's 
depositaries or by actual count. 

3. The Auditor(s) may affirm by test the 

reliability of the internal audit, and 

may make such reports with respect there- 
to as he /they may deem necessary to the 
Health Assembly, to the Executive Board, 
or to the Director -General. 

• • 

Comments 

"Additional Terms of Reference" has 
been preferred in as much as these are 
not principles additional to generally 

accepted common auditing standards but 

special audit requirements. 

Additional paragraph (e) has been 

proposed by the External Auditors and 

accepted by ACC, as an essential audit 
requirement, and paragraph (d) is a 

revision of Principle No. З agreed upon 

by the External Auditors and ACC. 



2. The Auditor(s) shall be the sole 
judge as to the acceptance in whole or 
in part of certifications and 
representations by the Secretariat and 
may proceed to such detailed examination 
and verification as he /they choose(s) 
of all financial records including those 
relating to supplies and equipment. 

3. The Auditor(s) and his /their staff 

shall have free access at all convenient 

times to all books, records and other 
documentation which are, in the opinion of 

the Auditor(s), necessary for the 

performance of the audit. Information 

classified as privileged and which the 
Secretariat agree is required by the 
Auditor(s) for the purposes of the audit 
and information classified confidential, 
shall be made available on application. 
The Auditor(s) and his /their staff shall 

respect the privileged and confidential 
nature of any information so classified 
which has been made available and shall 
not make use of it except in direct 
connection with the performance of the 
audit. The Auditor(s) may draw the 
attention of the Health Assembly to any 

denial of information classified as 
privileged which, in his /their opinion 

was required for the purpose of the audit. 

2. Subject to the provisions of the 

Financial Regulations, the Auditor(s) shall 

be the sole judge as to the acceptance in 

whole or in part of certifications by the 

Secretariat and may proceed to such 

detailed examination and verification as 

he /they choose(s) of all financial records 

including those relating to supplies and 

equipment. 

4. The Auditor(s) and his /their staff 

shall have free access at all convenient 

times to all books of account and records 

which are, in the opinion of the Auditor(s), 

necessary for the performance of the audit. 
Information classified as confidential in 

the records of the Secretariat, and which 
is required by the Auditor(s) for the 

purposes of the audit, shall be made 

available on application to the Assistant 
Director -General for Administration and 
Finance. In the event that the Auditor(s) 
is /are of the opinion that a duty rests 

on him /them to draw to the attention of 
the Health Assembly any matter respecting 
which all or part of the documentation is 
classified as confidential, direct 
quotation should be avoided. 

A revision proposed by the 

External Auditors and accepted by ACC. 

A revision agreed upon by ACC 
and External Auditors. 



4. The Auditor(s) shall have no power 

to disallow items in the accounts but 
shall draw to the attention of the 
Director -General for appropriate action 
any transaction concerning which he /they 
entertain(s) doubt as to legality or 

propriety. Audit objections, to these or 

any other transactions, arising during 

the examination of the accounts shall be 

immediately communicated to the Director - 
General. 

5. The Auditor(s) shall express and 
sign an opinion in the following terms: 

"I/Ne have examined the following 
appended financial statements, numbered 

... to ... properly identified, and 

relevant schedules of the World Health 
Organization for the year ended 31 

December ... . My /Our examination 
included a general review of the account- 
ing procedures and such tests of the 
accounting records and other supporting 
evidence as we considered necessary in the 

circumstances. As a result of my /our 

examination I/we are of the opinion that 
the financial statements properly reflect 

the recorded financial transactions for 

the year, which transactions were in 
accordance with the financial regulations 

and legislative authority and present 
fairly the financial position as at 
31 December ...." adding, should it be 

necessary, "subject to the observations 
in our foregoing report ". 

9. The Auditor(s) shall have no power to 

disallow items in the accounts but shall 
draw to the attention of the Director - 
General for appropriate action any 
transaction concerning which he /they 
entertain(s) doubt as to legality or 
propriety. 

8. The Auditor(s) shall certify the 

financial statements in the following 

terms: 

The financial statements of the World 
Health Organization for the financial 
year ended 31 December have 

been examined in accordance with my/ 
our directions. I/We have obtained 
all the information and explanations 
that I /we have required, and I /we 

certify, as a result of the audit, 

that, in my /our opinion, the financial 

statements are correct. 

adding, should it be necessary: 

subject to the observations in my/our 
report. 

A revision agreed upon by ACC 
and the External Auditors. 

A revision agreed upon by 
some organizations in ACC and the 
External Auditors on the basis of 
the fact that the size, diversity 
and geographical spread of the operat- 
ions of the Organization does not make 
it possible for the External Auditor to 

perform a complete audit at acceptable 
cost and thus certify as to correctness. 
An audit in conformity with generally 
accepted common auditing standards and 
the proposed Additional Terms of 
Reference is considered sufficient from 
a professional point of view and 

justifies signing the proposed, and 
professionally widely accepted, opinion 
at an audit cost which is not excessive. 



6. The report of the Auditor(s) on the 
financial statements should mention: • 

(a) The type and scope of his /their 
examination; 

(b) Matters affecting the completeness 
or accuracy of the accounts, including 
where appropriate: 

(i) Information necessary to the 
correct interpretation of the 
accounts; 

(ii) Any amounts which ought to have 
been received but which have not been 
brought to account; 

(iii) Any amounts for which a legal or 
contingent obligation exists and 

which have not been recorded or 

reflected in the financial state- 
ments: 

(iv) Expenditures not properly 
substantiated; 

(v) Whether proper books of accounts 
have been kept. Where in the 
presentation of statements there are 
deviations of material nature from 
the generally accepted accounting 
principles applied on a consistent 
basis, these should be disclosed. 

(c) Other matters which should be brought 
to the notice of the Health Assembly such 
as: 

(i) Cases of fraud or presumptive 
fraud; 

. • 
7. The Auditor(s) shall prepare a report 

on the accounts certified, in which he /they 

should mention: 

(a) The extent and character of his /their 

examination or any important changes therein; 

(b) Matters affecting the completeness or 

accuracy of the accounts, such as: 

(i) Information necessary to the 

correct interpretation of the account; 

(ii) Any amounts which ought to have 
been received but which have not been 

brought to account; 

(iii) Expenditures not properly 

substantiated; 

(c) Other matters which should be brought 

to the notice of the Health Assembly such 

as: 

(i) Cases of fraud or presumptive 
fraud; 

(ii) Wasteful or improper expenditure 
of Organization money or other assets 
(notwithstanding that the accounting 
for the transactions may be correct); 

(iii) Expenditure likely to commit the 

Organization to further outlay on a 

large scale; 

(iv) Any defect in the general system 
or detailed regulations governing the 
control of receipts and expenditure, or 

of supplies and equipment; 

Paragraph (b), (iii) and (v) 

are additions proposed by the External 

Auditors and accepted by ACC. All 

other changes are editorial. 



(ii) Wasteful or improper 

expenditure of the Organizations 
money or other assets (notwith- 

standing that the accounting for the 

transaction may be correct); 

(iii) Expenditure likely to commit the 

Organization to further outlay on a 

large scale; 

(iv) Any defect in the general system 

or detailed regulations governing the 
control of receipts and disbursements 
or of supplies and equipment; 

(v) Expenditure not in accordance 

with the intention of the Health 

Assembly after making allowance for 

duly authorized transfers within the 

budget; 

(vi) Expenditure in excess of 

appropriations as amended by duly 
authorized transfers within the 
budget; 

(vii) Expenditure not in conformity 
with the authority which governs it. 

(d) The accuracy or otherwise of the 

supplies and equipment records as 

determined by stock -taking and 
examination of the records. 

In addition, the reports may contain 

reference to: 

(e) Transactions accounted for in a 

previous year concerning which further 
information has been obtained or 

transactions in a later year concerning 
which it seems desirable that the Health 
Assembly should have early knowledge. 

(v) Expenditure not in accordance 

with the intention of the Health 

Assembly, after making allowance for 

duly authorized transfers within the 

budget; 

(vi) Expenditure in excess of 

appropriations as amended by duly 
authorized transfers within the 
budget; 

(vii) Expenditure not in conformity 
with the authority which governs it. 

(d) The accuracy or otherwise of the 
supplies and equipment records as 

determined by stock -taking and examination 

of the records. 

In addition, the reports may contain 

reference to: 

(e) Transactions accounted for in a 

previous year, concerning which further 

information has been obtained, or 

transactions in a later year concerning 

which it seems desirable that the Health 
Assembly should have early knowledge. 

• • 



7. The Auditor(s) may make such 
observations with respect to his /their 
findings resulting from the audit and 
such comments on the financial report 
as he /they deem(s) appropriate to the 
Health Assembly or to the Director - 
General. 

8. Whenever the Auditor(s) scope of 
audit is restricted, or he /they is /are 
unable to obtain sufficient evidence, 
the Auditor(s) shall refer to the matter 
in his /their report, making clear the 
reasons for his /their comments and the 
effect on the financial position and the 
financial transactions as recorded. 

9. In no case shall the Auditor(s) 
include criticism in his /their report 
without first affording the Director - 
General an adequate opportunity of 
explanation on the matter under 
observation. 

5. The Auditor(s), in addition to 

certifying the accounts may make such 
observations as he /they may deem 
necessary with respect to the efficiency 
of the financial procedures, the account- 
ing system, the internal financial 

control and, in general, the financial 

consequences of administrative practices. 

Nil. 

A revision proposed by the 
External Auditors and accepted by 
ACC. 

An addition proposed by the 
External Auditors and accepted by 
ACC. 

6. In no case, however, shall the A revision proposed by the 
Auditor(s) include criticism in his /their External Auditors and accepted by 
audit report without first affording the ACC. 
Secretariat an opportunity of explanation 
to the Auditor(s) of the matter under 
observation. Audit objections to any items 
arising during the examination of the 
accounts shall be immediately communicated 
to the Assistant Director -General for 
Administration and Finance. 
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ORGANISATION MONDIALE DE LA SANTÉ 

TWENTY -FIFTH WORLD HEALTH ASSEMBLY 

Provisional agenda item 3.11 

AMENDMENTS TO THE FINANCIAL REGULATIONS 
(Profits and losses on exchange) 

30 March 1972 
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The Director -General has the honour to submit for the information of the Twenty -fifth 

World Health Assembly the appended report on the "Amendments to the Financial Regulations 

(Profits and losses on exchange)" presented to the Executive Board at its forty -ninth session. 

The Executive Board, decided in resolution EB49.R292 to recommend that these amendments 

be approved by the Twenty -fifth World Health Assembly. 

� Document ЕВ49/22. 

2 Off. Rec. W1d 11th Org., No. 198. 



WORLD HEALTH ORGANIZATION ЕВ49/22 

ORGANISATION MONDIALE DE LA SANTÉ 

EXECUTIVE BOARD 

Forty -ninth Session 

Provisional agenda item 6.8 

AMENDMENTS TO THE FINANCIAL REGULATIONS 

Profits and losses on exchange 

Report by the Director -General 

27 November 1971 

1. A profit or loss on exchange is the difference between the United Nations accounting rate 

of exchange and the rate at which the Organization buys a currency on the free market with 

US dollars. This type of profit or loss is to be distinguished from the budgetary profit or 

loss which occurs as a result of a change in the United Nations accounting rate of exchange 

for a currency. An example of a loss on exchange occurred in September 1971 when US dollars 

were sold to provide Swiss francs for the Organization's expenditures in that currency at the 
rate of US$ 1.- to Sw.fr. 3.98, at a time when the United Nations accounting rate of exchange 

was set at US$ 1.- to Sw.fr. 4.08. On the other hand, an example of a budgetary loss occurred 

in May 1971 when the United Nations accounting rate of exchange as between US dollars and 
Swiss francs changed from US$ 1.- = Sw.fr. 4.32 to US$ 1.- = Sw.fr. 4.08. This report deals 

only with profits and losses on exchange, which can only arise from the buying and selling of 

currencies. 

2. In dealing with profits on exchange the Organization follows Financial Regulation 7.1 
which provides that such profits be credited to Miscellaneous Income Account. Financial 
Regulation 7.1 reads: 

"All other income, except: 

(a) Contributions to the budget; 

(b) Direct refunds of expenditures made during the financial year; and 

. (c) Advances or deposits to funds 

shall be classed as miscellaneous income, for credit to the General Fund." 

3. On the other hand the Financial Regulations do not provide for the treatment of losses 

on exchange. Such losses are therefore treated as a charge to budgetary expenditure. 

4. The present position, as reflected by the Financial Regulations, is set out in specific 
terms in the WHO Manual IV.1.300 as follows: 

"Headquarters maintains a global 'profit and loss on exchange' account. The 

final balance in this account is cleared as follows: 

300.1 if the net result for the year is a loss, it is apportioned over the 

appropriate sections of the budget; 

300.2 if the net result for the year is a gain, it is treated as miscellaneous 
income." 
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5. The present practice, as outlined in the WHO Manual and noted in paragraph 4 above, has 

not created any difficulties in the past. In 15 of the 21 years since 1950 there has been a 

net profit on exchange which has been credited to Miscellaneous Income, and in the other six 

years, when a net loss on exchange has been incurred, the amount thereof has been extremely 

small. Fixed parities of currencies and relatively minor fluctuations in exchange rates of 

those currencies mainly utilized by the Organization, which have been the pattern under the 

international monetary system in force until this year, have resulted in profits and losses 

on exchange having such a small effect on miscellaneous income and budgetary expenditure that 

they have constituted but a negligible factor in budgetary and programme planning. However, 

in the light of the monetary crisis which developed in 1971 and which, as of this date, shows 

no signs of abating, the floating of several European currencies against the United States 

dollar, and the possibility that any future international monetary arrangement will permit 

substantially wider fluctuations above and below parities, it is expected that in the future 

profits and losses on exchange will be of much greater magnitude than heretofore. 

6. In these circumstances, continuation of the present practice of charging losses on 

exchange to budgetary expenditure would contribute to budgetary instability and render 

budgetary and programme planning much more difficult. It would be more practical, and also 

more logical, to permit the clearing of net losses on exchange in the same manner as net 

profits on exchange are now cleared, that is, through the Miscellaneous Income Account. 

While the charge of a net loss on exchange to the Miscellaneous Income Account would reduce 

the level of casual income available to help finance the programme and budget of a subsequent 

year, the current programme and budget would no longer be reduced by the amount of the net 

loss. For example, if the Organization had been authorized to charge losses on exchange to 

the Miscellaneous Income Account during the period 15 August to 31 October 1971, an amount of 

$ 130 000, representing the net loss on the sales of US dollars for Swiss francs in that 

period, could have been charged to the Miscellaneous Income Account instead of to budgetary 

expenditure. Moreover, since the Organization's Miscellaneous Income Account benefits from 

the higher rates of interest obtained from investments in dollars, it would seem only 

reasonable that exchange losses incurred as a result of the revaluation of a number of 

currencies in relation to the dollar should be charged to the same Miscellaneous Income 

Account. 

7. In view of the above, the Director -General recommends that a new Financial Regulation 

6.8 be added as follows: 

"Profits and losses on exchange shall be credited and debited to miscellaneous 

income." 

8. The Executive Board upon consideration of the Director -General's report may wish to 

consider the following resolution: 

The Executive Board, 

Following its review of the Director -General's report on profits and losses on 

exchange, 

RECOMMENDS to the Twenty -fifth World Health Assembly the adoption of the following 

resolution: 

"The Twenty -fifth World Health Assembly, 

Having considered the report of the Executive Board at its forty -ninth 

session, 

DECIDES to amend the Financial Regulations by adding to Article VI a 

new Regulation 6.8, reading: 

'6.8 Profits and losses on exchange shall be credited and 

debited to miscellaneous income.'" 


