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Comments of the Director-General 

The Director-General presents herewith his comments and observations on the report of 
the External Auditor on the accounts of the World Health Organization for the financial 
period 1 January 1994 to 31 December 1995 as contained in document A49/7. He notes 
that the External Auditor's examination of the accounts did not reveal any material 
weaknesses or errors, and that the report makes a number of constructive 
recommendations that are being complied with. 

The Director-General's comments on the report of the External Auditor are presented in 
two parts: Part I contains comments on the External Auditor's recommendations and steps 
to be taken to implement them, and Part II contains other observations on the report. 



A49/27 

PART I: COMMENTS ON THE EXTERNAL AUDITOR'S RECOMMENDATIONS 

External Auditor's report 

Para-
graph 

Recom mendation 
Director-General's comments 

28 "...recommend that WHO make 
greater efforts to achieve a positive 
and more effective influence on the 
fellowship selection process." 

Positive steps being undertaken by regions will be 
further strengthened in closer collaboration with the 
national health authorities of the Member States 
concerned. 

36 "...recommend that WHO consider the 
further steps required to ensure a 
satisfactory response to my original 
recommendation." 

Quality and cost of training will be ensured by the 
regional offices in the same manner as indicated for 
paragraph 28 above. 

47 "...recommend in particular that the 
Regional Office: 

- t a k e prompt action to clear 
unverified balances on the 
reconciliation of the Banque 
Internationale du Congo account, 
with write-off action where 
appropriate; 

- T h i s particular bank account will be closed and 
appropriate accounting action, after further 
verification, will be taken to clear the balance. 

- t a k e steps to ensure that adequate 
supporting documentation is 
obtained for all accounting 
transactions, particularly in relation 
to imprest accounts from country 
offices; and 

“ T h i s is standard procedure and the regional office 
concerned will be requested to remind all the 
imprest account holders of their accountability for 
the funds under their charge. 

- improve budgetary control by 
ensuring that obligations are 
established in accordance with 
WHO's financial rules and 
regulations." 

- T h e Regional Office has responded to the 
External Auditor reconfirming its commitment to 
closer adherence to the relevant financial 
regulations and rules. 
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External Auditor's report 

Director-General's comments 
Para-

graph 
Recommendation 

Director-General's comments 

49 “...recommend that WHO review the 

extent to which other WHO funds 

intended for other purposes may 

properly, and without risk, be used to 

cover income deficits." 

The Director-General is authorized to cover delayed 

receipt (o f contributions) by internal borrowing o f 

funds from other available cash resources (Financial 

Regulation 5.1). Income deficits arise only when 

Member States fail to honour their assessed 

budgetary commitments voted by the Health 

Assembly. Under difficult financial conditions, the 

Director-General takes appropriate measures as part 

o f prudent financia丨 and programme management to 

ensure maximum programme delivery without 

undue disruption and simultaneously conserve the 

Organizat ion 's technical expertise. The financial 

situation experienced by the Organizat ion during the 

last months o f 1995 was exceptionally severe, 

unique and unexpected, but the situation was closely 

and continuously monitored. 

52 "...recommend that WHO take 

appropriate steps to ensure full 

compliance with these accounting 

standards from 1996-97. This should 

include the specific changes set out in 

Part 3 of my report." 

This recommendation concerns the period 1996-

1997 and wi l l be dealt with appropriately at that 

time. 

55 "...recommend that the Organization 

implement more consistently the 

detailed criteria and procedures set out 

in the WHO Manual, which provide 

the basic control mechanism for 

achieving sound financial 

management." 

Compliance with provisions of the WHO Manual at 

all times is obligatory notwithstanding the financial 

situation. W H O ' s overall budget allocations, 

whether at regional or headquarters level, have 

never been exceeded, although some allocations 

have had to be adjusted subsequently, demonstrating 

the flexibility sometimes required in uncertain 

situations. Such adjustments are authorized and 

foreseen in the Health Assembly 's resolutions on the 

programme budget. 
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External Auditor's report 

Para-

graph 
Recommendation 

Director-General's comments 

56 "...recommend that: 

-Regional Offices improve the 

quality of financial reporting and 

accounting returns from country 

offices through improved training 

and support to staff in those offices; 

- T h e Director-General agrees and supports the 

recommendation. At times o f financial constraint 

improved training with additional support to staff 

will be difficult; it will be pursued nonetheless. 

-Regional Offices maintain 

centralised and more standardised 

systems for monitoring the receipt 

of financial statements for local cost 

subsidies and financial and technical 

reports for other contractual 

payments; 

- Although different types of centralized 

monitoring systems are in operation in regional 

offices, the new regional office administration 

and finance information system will introduce a 

standard mechanism for all offices. 

- i n relation to local cost subsidies, 

Regional Offices establish effective 

follow-up arrangements and set 

targets for the receipt of financial 

statements; and seek to achieve a 

greater degree of accountability for 

expenditure before further funds are 

disbursed; 

- T h e new administration and finance information 

system mentioned above will control accounting 

and receipt o f financial statements relating to 

local cost subsidies. 

-Regional Offices exert tighter 

control over the establishment of 

obligations to ensure prior 

budgetary authority for all 

expenditure incurred; and 

- T h e regional offices concerned will be reminded 

to adhere to the existing procedure with regard to 

obligations. 

-Regional Offices take steps to 

improve field staffs awareness and 

understanding of the Organization's 

budget procedures through increased 

training and guidance to staff in 

country offices.” 

-Although during times of financial constraint, as 

stated above, increased training and support to 

field staff will be difficult, regional offices will 

be reminded of the Organization's existing 

financial and budgetary procedures. 
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External Auditor's report 

Para-

graph 
Recommendation 

Director-General's comments 

58 "...recommend that: 

- W H O adopt a code of purchasing 

ethics and register of financial 

interests for staff involved in 

procurement activities; 

-S t a f f Regulation 1.4 and Section 1 of the Staff 

Rules - "Standards of Conduct for Staff 

Members" - provide an adequate framework to 

ensure honest practices on the part o f staff. To 

establish a register o f financial interests for 

purchasing officers and staff concerned would be 

burdensome since almost anyone in the 

Organization could be involved; the register 

would have to be brought up to date more often 

than is practicable; the information on the 

register would be difficult, i f not impossible, to 

verify. 

- W H O maximise the extent to which 

they use bulk purchasing in the 

procurement of computer 

equipment; 

- T h e Director-General agrees. However, it must 

be pointed out that major constraints are the 

continuous and rapid change in computer 

technology which results in varying requirements 

for equipment; and secondly, programmes' 

demands are for different types of equipment 

required with relative urgency at different times. 

It would therefore be difficult always to pool 

requests, which is a prerequisite for bulk 

purchasing; not to mention the difficulty of 

making funds available at the right time. 

- t h e Secretariat take steps to 

introduce a policy of greater 

consistency and economy in the 

purchase of vehicles for field 

offices; 

- A review of such purchases has begun and 

consultations with Regional Directors have been 

initiated on the standardization o f vehicles for 

WHO Representatives' offices, taking into 

account quality, durability and price. 

- W H O ensure that any departures 

from established procedures in the 

award of contracts and acceptance 

of bids are fully justified; and 

-Contract awards continue to be thoroughly 

scrutinized by the Contract Review Committee, 

and its findings are fully documented before any 

contract is approved and granted. There should 

be no departures from this procedure. 
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External Auditor's report 

Para-

graph 
Recommendation 

Director-General's comments 

-Regional Offices take steps to 

ensure that field offices comply 

with WHO's standard procedures in 

relation to receiving reports, and in 

addition establish appropriate 

procedures for the follow-up of 

outstanding reports." 

- The Director-General agrees. Regional offices 

will be reminded o f the need for field offices to 

comply with reporting procedures and for 

additional measures to be taken to ensure follow 

up. 

61 "...recommend that WHO take prompt 

steps to review the current position in 

Headquarters and the Regional Offices, 

with a view to implementing 

procedures for validating, valuing and 

keeping up to date the Organization's 

current inventory. This information 

will also be of general use for 

management, internal control and 

insurance purposes." 

The Director-General agrees. WHO will review the 

current position and, in the process, will take into 

consideration the points raised in paragraphs 63 and 

65 as well as the requirements of the new United 

Nations system accounting standards in respect o f 

disclosure o f the inventory valuation in the financial 

report. 

63 "...recommend that WHO: 

-extend the existing computerised 

system to cover all non-expendable 

equipment, furniture and motor 

vehicles which have a value above 

established thresholds or are of an 

attractive nature; 

- T h e existing system wil l be extended to cover all 

non-expendable items after fixing o f revised 

thresholds. 

-review and update inventory records 

to provide a complete and accurate 

basis for control and valuation 

purposes; 

-Inventory records procedure will be reviewed in 

accordance with the comments on paragraph 61 

above. 

- ensure greater compliance with 

existing procedures for inventory 

verification, and introduce spot 

checks on the existence and use of 

the Organization's assets; and, 

-Inventory verification and assets use procedure 

will be reviewed in accordance with the 

comments on paragraph 61 above. 

-make adequate provision for 

effective inventory maintenance and 

control in the light of the abolition 

of the post responsible for this 

function." 

-Although the post has been abolished the function 

has not; it has remained the responsibility of the 

Supply Services unit. 
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External Auditor's report 

Director-General's comments Para-
graph 

Recommendation 
Director-General's comments 

65 "...recommend that the Regional 
Offices establish centralised master 

inventory records, incorporating a 
unique referencing system for assets; 

that these records be accurately 
maintained and periodically verified; 

and that Regional Offices take steps to 

enforce compliance with WHO's 
existing procedures on annual 
inventory checks by country offices." 

The implementation of this recommendation on 

inventory records will be studied and pursued as 

appropriate. 

67 "...recommend that: 

- w h e n inventories are periodically 
verified, all superfluous or 
unserviceable items are submitted to 
the Property Survey Committee for 
disposal; 

- a l l property disposal decisions are 
transparent, fully documented and 
approved by the Property Survey 
Committee; and 

-donations to outside parties are 
properly justified in terms of health 

related purposes; and that disposals 
of equipment, and decisions on 
permanent loans of equipment to 
staff members, take place only after 
approval by the Property Survey 
Committee•” 

- T h i s is the current requirement and practice. 

-WHO Manual provisions do not require all 

disposal decisions to be referred to the Property 

Survey Committee; however, all property 
disposal decisions are fully documented. 

- T h e case on which this recommendation is based 

involved a documented decision to donate 47 

obsolete computers to a university. The WHO 

Manual allows obsolete equipment to be donated 

to a charitable institution. With regard to 

"permanent loans" to staff members, equipment is 

not disposed of in this way. Such equipment is 

used for WHO work, remains on the inventory 

and is periodically verified. All proposals to 

dispose of equipment of a value above US$ 3000 

may be acted upon only after review and decision 

by the Property Survey Committee; this is 

current practice. 
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External Auditor's report 

Para-
graph 

Recommendation 
Director-General's comments 

6 9 "...recommend specifically that: The strengthening o f "audit and oversight" is under 

active consideration and is the subject o f discussion. 

- WHO consider the need for 
additional arrangements which 
would allow the Office of Internal 
Audit and Oversight (IAO) to report 
direct to the Organization's 
governing body on oversight issues; 

一 The current procedure, by which internal audit 

copies all reports to the External Auditor who in 

turn may make his own assessment and report 

directly to the governing bodies as is deemed 

necessary, has worked well. 

- WHO consider whether the IAO's 
mandate, or terms of reference, 
should provide it with the authority 

to review and evaluate the 
effectiveness of programme 
implementation; 

一 The Internal Auditor's mandate in examining, 

reviewing and evaluating any issues that may be 

of interest to him has always been unrestricted. 

However, technical evaluations are at present 

carried out by the respective technical 

programmes; a framework for centralized 

evaluations has been developed. 

- I A O place greater emphasis in its 
reports on the identification of 
control weaknesses and 
improvements; and, 

- R e v i e w o f recent I A O reports indicates that 

emphasis is being placed on identification o f 

weaknesses and improvements in control, and this 

will be continued. 

- WHO seek to provide sufficient 
staff and financial resources to 
ensure an effective internal audit 

and oversight service, with adequate 

professional and technical training 
and continuing professional 
education." 

“ T h e recommendation will be pursued with due 

consideration for the availability o f resources and 

how to do more within existing resources. 
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External Auditor's report 

Para-

graph 
Recommendation 

Director-General's comments 

71 "...recommend that WHO consider: 

- t he need for a formal fraud or ethics 

policy statement; 

-S t a f f regulations and rules and the WHO Manual 

provide adequate guidance on standards of 

behaviour and professional ethics. The 

Secretariat investigates all suspected fraud and 

takes stern disciplinary action when fraudulent 

and/or unethical conduct has been proven. 

- t he adoption of a code of 

purchasing ethics for supplies 

officers and other staff involved in 

the procurement field; 

- R u l e s governing ethical conduct referred to above 

apply to staff engaged in procurement of 

equipment and supplies. 

-taking simple and low-cost steps 

towards ethics and values 

reinforcement through employee 

education and briefing; 

- S t a f f briefing covers standards o f conduct o f staff 

including responsibility for resources. See also 

comments under paragraph 58 on "code of 

purchasing ethics". 

-defining and publicising clear 

reporting and investigation 

procedures to help deter fraud and 

ensure a thorough, effective and 

consistent response to detected fraud 

and irregularity; 

一 Reporting and investigation requirements are 

published in staff regulations, rules and the WHO 

Manual as indicated in the first paragraph above. 

-establishing appropriate, clearly 

defined and consistently applied 

disciplinary measures in the case of 

proven fraud and misconduct; and, 

- T h e WHO Manual provides adequate procedures 

to be followed in these cases. Further, 

Section 11 of the Staff Rules describes the 

disciplinary actions to be taken by the Director-

General. However, as each case has to be judged 

on its own merits, different but appropriate 

measures are applied. 

-amending the Organization's 

Financial Rules to place an express 

duty on management to report all 

cases of fraud, presumptive fraud 

and financial misconduct to the 

External Auditor." 

- A l l cases of fraud, confirmed, attempted or 

suspected, are required by the WHO Manual to 

be reported through administrative channels to the 

Comptroller and Office of Internal Audit and 

Oversight, and to the External Auditor. 
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PART II: OTHER OBSERVATIONS ON THE REPORT 

Whereas the comments on the specific recommendations of the External Auditor are contained in Part I， 

additional observations on his report that have a bearing on the recommendations are given below: 

1. Fraud awareness (paragraphs 70 and 194 of the External Auditor's report) 

WHO's procedures for control have proven to be satisfactory and are continuously strengthened in 

specific areas and aspects; this is considered preferable to having more general written rules. The External 

Auditor acknowledges WHO's commitment in this regard in paragraph 22 of his report. Because of internal 

control and sound financial management, the financial and ethical risks mentioned by the External Auditor 

are under control in WHO. Therefore, in relation to the above, paragraph 194 could be wrongly interpreted 

by the reader (see the recommendation in paragraph 71 of the External Auditor's report). 

2. Use of certain terms (paragraphs 73-176 of the External Auditor's report) 

Because of the inability of the External Auditor to provide on request specific examples and details of 

numbers, percentages, amounts, etc. in paragraphs 73, 79, 80, 81, 82, 113, 128, 129, 130 and 176 in 

particular, where such expressions as ‘‘many cases" and "several instances" are used, it was not possible to 

properly assess the substance of the findings and to respond accordingly. 

3. Effective financial control (paragraph 104 of the External Auditor's report) 

WHO's internal controls continue to be maintained and strengthened according to experience and 

current developments. These controls were effective in the difficult conditions of the Brazzaville crisis in 

1993 and 1994 as reported in 1995 in Health Assembly document A48/39. Cases of fraud uncovered to date 

have demonstrated the effectiveness of WHO's internal control procedure. 

4. WHO Representatives (paragraphs 122, 124 and 132 of the External Auditor's report) 

The conclusions drawn from these samples are not representative of WHO's overall operations. While 

the quality of the returns vary, the vast majority are within acceptable limits. Nevertheless, further 

improvements will be sought. The provisions in sections XII.4 and IV.1 of the WHO Manual on advances 

to government entities adequately cover the procedures, including the receipt of activity or progress reports. 

The External Auditor's visits to two WHO Representatives' offices in the African Region are not felt to be 

representative enough to justify such conclusions for the Region as a whole (see recommendations in 

paragraphs 47 and 56 of his report). 

5. Headquarters purchases (paragraphs 146 and 147 of the External Auditor's report) 

Contrary to the External Auditor's statement regarding the purchase of desks, and as explained to him, 

the second lowest bid did not satisfy WHO requirements. His statement concerning cupboards - namely, that 

the second lowest bid was accepted even though the technical evaluation suggested that the lowest bid 

satisfied the requirements - is also not correct. Concerning his reference to rationale, the evidence on file 

fully justifies the decision taken, following WHO Manual procedures (see the recommendation in 

paragraph 58 of the External Auditor's report). 

6. Internal audit (paragraph 190 of the External Auditor's report) 

The phrase ‘‘... due to the absence for most of the 1994-1995 biennium of a permanent chief of internal 

audit" is not fully appropriate, as the presence of an acting rather than permanent chief will not necessarily 
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reduce the effectiveness o f operations. Indeed, the senior auditor, who was well qualified and had 25 years' 

o f audit experience in the Organization, was appointed Acting Chief, and during the 18 months o f his tenure, 

much needed improvements were made (see the recommendation in paragraph 69 o f the External Auditor's 

report). 

11 


