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REPORT OF THE EXTERNAL AUDITOR TO THE WORLD HEALTH ASSFMRT.V; 
ALLEGATIONS OF POSSIBLE FINANCIAL IRREGULARITIES DURING 1qg? 

PART 1: IHTRODÜCTIOM 
1.1 This report records the results of my staff's examination 
of contracts let, and travel incurred, by the World Health 
Organization (WHO) during the latter part of 1992. I undertook 
this examination following concerns expressed by the Chairman of 
the Executive Board and with the support of the Director-General, 
who had earlier alerted my staff to possible irregularities. 
Background 

1.2 On 15 December 1992 a representative of a Member State's 
Mission to International Organizations in Geneva wrote to the 
World Health Organization, with copies to the internal and 
external auditors, requesting urgent information about: travel 
by the Director-General and accompanying staff since 1 June 1992 ; 
contracts let since 1 June 1992 for personal services with 
individuals of any of the 31 countries represented on the WHO 
Executive Board; and resource allocations to those countries. 
1.3 In the Organization's reply of 14 January 1993 to the 
Mission, they said that it was not policy to provide special 
financial reports to individual Member States, but nonetheless 
gave some details of the Director-General‘s travel from 1 June 
1Э92 and offered to discuss other elements of the Mission's 
request. They also said that they would be in touch with 
external audit staff. My own staff wrote to the Mission to 
confirm that the areas of expenditure in question would be 
examined as part of their audit of the Organization's accounts. 
1.4 In January 1993 the Organization's internal audit office 
began a review of research and other contracts let in 1992 • 
Internal audit's chief reported in a memorandum of 25 January 
1993 to the Assistant Director-General for Administration that 
the Organization's Budget and Finance Division had denied his 
staff full access to the financial records of the contracts under 
review. Nevertheless, the chief of internal audit further 
reported that he had identified four contracts where he 
considered that the regulations in WHO'S Manual had not been 
fully followed. These all related to contracts for services with 
individuals and institutions let within the latter half of 1992 
with Member States represented on the Executive Board - a 
category of contracts about which the Mission of one Member Stata 
had previously sought information from the Secretariat. 

1.5 In the light of internal audit's memorandum, on 2 6 January 
1993 WHO's Legal Counsel informed the Chairman of the Executive 
Board of possible financial irregularities and that the 



administration had decided to carry out an Internal review of 
recent contracts. The Legal Counsel referred specifically to one 
contract let with a foundation dir-eoted by -a Member -of the 
Executive Board. On the same day ths fhfl i гтпяп a± tha Zxacutiva 
Board wrote to ask the Director-General for information and to 
be advised of the conclusions of internal and external audit 
investigations. 
1.6 The following day the Assistant Director-General for 
Administration copied an extract of the internal audit memorandum 
to the Director of Budget and Finance, and to the Director of the 
Health Education Division, asking for a comprehensive report. 
On instructions of the Assistant Director-General for 
Administration the internal audit memorandum was copied in full 
to the Director-General and the external auditor. On 29 January 
1993 the Director-General replied to the Chairman of the 
Executive Board, informing him that he had requested the 
Assistant Director-General for Administration to look into the 
matter and to inform the external auditor about it. 

1.7 After having informed the Director-General of his plans, the 
Chairman announced at the twentieth meeting of the Executive 
Board's 91st session on 29 January 1993 that there had been 
possible financial irregularities in the granting of contracts 
by the Organization in the previous few months. He had requested 
the Director-General to keep him informed of developments and 
intended to request that a report be made to the World Health 
Assembly in May 1993. The Director-General had confirmed that 
the matter was in the hands of the internal and external auditors 
and his administration； and the Chairman wished their findings 
to be set before the President of the World Health Assembly. The 
Chairman's full Statement is at Appendix A. 

1.8 In шу letter of 12 February 1993 to the Chairman of the 
Executive Board (Appendix B)• I set out the following terms of 
reference for my staff's audit: 

"To examine contracts issued by the Organization in 
the 1992-93 biennium to assess whether they complied 
with the financial regulations, in particular: how 
potential contractors were selected; how the 
contracts were let; how the Organization confirmed 
that services or goods had been satisfactorily 
received; whether the contract was approved as being 
consistent with the Organization's aims; and how 
settlement was made. The examination will include: 
- consultancies and short-term assignments； 

- contracts issued after 1 June 1992； 

- contracts with countries currently 
represented on the Executive Board; 

- contracts funded from both regular budget 
and extrabudgetary sources； 



- contracts issued by both headquarters and 
regional offices.M 

1. 9 I also asked my staff to examine associated questions about 
the Organization's travel expenditure, including the extent of 
travel incurred and whether budgetary and financial controls were 
properly applied. 
1.10 Part 2 of this report summarises the audit approach my staff 
adopted； Part 3 gives their audit findings on contracts ； Part 
4 gives their audit findings on computer systems control and 
access; Part 5 gives their audit findings on travel; and Part 6 
sets out my conclusions and recommendations. 

It should be noted that WHO's Executive Board consists of 31 persons 
designated by as many Member States• The Health Assembly elects those Member 
States entitled to designate a person to serve on the Board. Each of these 
Member States appoints to the Board a person technically qualified in the 
field of health, who may be accompanied by alternates and advisers• 

References in this report to Member 
should be read in that context. 

States represented on the Executive Board 



PART 2： AUDIT APPROACH 

On Contracts for Services with Individuals and Institutions 

2.1 My staff reviewed technical services contracts with 
individuals or institutions issued after 1 June 1992 to Member 
States represented on the Executive Board. To gain a balanced 
view of WHO's contract procedures, my staff also examined samples 
of contracts with all Member States throughout 1992. The 
contracts were funded from both Regular Budget and extrabudgetary 
sources. In total my staff examined in detail 102 contracts, 
including the four identified by internal audit (paragraph 1.4). 
2.2 The spread of contracts selected for detailed examination 
was as follows: 

Sample Contracts Selected for Examination 

Non-Executive Board Member States Executive Board Member States 

January to May June to Deceaber January to May June to December 
1992 1992 1992 1992 

17 22 20 43 

In selecting these contracts, and to ensure as wide a coverage 
as possible, my staff adopted the following approach: 

(a) The sample included contracts within the area of 
concern expressed by the Chairman of the Executive 
Board, i.e. those let after 1 June 1992 with nationals 
of Member States of the Executive Board； and a 
selection of other contracts, i.e. those let before 
1 June 1992 and with Member States not represented on 
the Executive Board, in order to gain a balanced view 
of contract letting procedures. 

(b) In view of the particular risks attaching to contracts 
with individual Members, alternates or advisers of the 
Executive Board, my staff selected for special 
scrutiny: 



(i) 17 (26%) of the 65 contracts of this kind 
let after 1 June 1992 (see Part 3, Table 2); 

(ii) 7 (39%) of the 18 contracts of this kind let 
before 1 June 1992 (see Part 3, Table 2). 

(c) All four contracts referred to in the internal audit 
memorandum were specifically examined. 

(d) The remaining sample contracts were selected on a 
random basis from expenditure accounting records. 

The contracts selected for examination were therefore drawn on 
a non-statistical basis and the results may not be representative 
of the whole population. Contracts were not selected by source 
of funds or allotment holder. 
2.3 For each contract my staff examined: 

(a) how the Organization had determined that 
house services were not available, and 
they selected potential contractors ; 

(b) how the contracts were let; 

in-
flow 

(c) whether the contracts were approved and 
evidenced as being consistent with the 
Organization's aims; 

(d) how the Organization confirmed that services 
had been satisfactorily received; and 

(e) how payment was made. 
2.4 My staff also assessed whether the contracts with Member 
States of the Executive Board had had any significant effect on, 
or connection with, WHO's global budgetary and expenditure 
patterns. They did this by examining WHO's Regular Budget 
resource allocation between countries and the level of Regular 
Budget and extrabudgetary expenditure in Member States. 
2.5 Finally, my staff followed up issues raised by internal 
audit in their memorandum and report. 
On Computerised Data 
2.6 To ensure that computerised data had not been amended 
without authorisation, my staff examined the arrangements for 
ensuring the security and integrity of financial data. They 
obtained the Organization's back-up tapes and reconstructed 
contract payraent/obligation data and compared the results with 
later records to detect any signs of unauthorised amendments. 
2.7 My staff also examined the circumstances of a temporary 
limitation on access to certain WHO computer records and report 
facilities introduced by WHO's Budget and Finance Division. The 



limitation applied for 48 days from 23 December 1992 to 
8 February 1993 inclusive and affected both internal and external 
audit. My staff ascertained why the limitation had been applied; 
who authorised it; and what records were withheld. My staff 
reviewed all the affected records. 
On Travel Expenditure 

2.8 My staff analysed WHO'S travel expenditure in 1992 to assess 
whether there was any appreciable increase in the second part of 
the year. They also obtained details of all the Director-
General's visits abroad during 1992 to determine whether there 
was any significant increase in incidence or cost over the same 
period, or in the incidence of visits to Member States 
represented on the Executive Board. 

2.9 My staff further examined a sample of 16 visits abroad made 
by the Director-General. They also examined the pattern of 
travel by WHO headquarters staff； and travel costs reimbursed 
to Members of the Executive Board. 
General 

2•10 Where the examination revealed any significant variances in 
trends, apparent deviations from normal practice or procedure, 
or apparently unexplained amendments to records, my staff sought 
clarification from the relevant officials and obtained further 
evidence to substantiate their explanations. In the course of 
the examination my staff interviewed 36 WHO officials and had 
discussions with the Director-General. 
2.11 My staff's examination as a whole was intensive. It was 
carried out over a period of five weeks and involved an audit 
team of up to 10 staff, including computer experts from both my 
Office and a firm of software specialists. 
2.12 Throughout the examination my staff received the fullest 
cooperation from all WHO officials • They provided all the 
explanations and information required, as well as additional 
equipment and accommodation. I am most appreciative of the 
assistance given. In finalising my report I have taken account 
of comments made by the Director-General, who has agreed the 
factual statements in this report. 



AÜDZT F I N D I N G S ОМ CONTRACTS 

3.1 In 1992 WHO let some 28 f 000 contracts for services with 
individuals or institutions in Member States, to a total value 
of some $163 million. The services are contracted for by various 
means as described at Appendix D, Within this broad category of 
contracts there was a sizeable increase in the number and value 
of contracts let in the last six months of 1992 with individual 
Members, alternates or advisers of the Executive Board compared 
to the equivalent period in 1991 (see Table 2)• 

Table 2 

Contracts for s«rr 
Alternatea: or AdTi 

⑷ Lea* 
••rs of tíl 

«rded to M 
e EzecntiTi 

•ab*r*r 
в Board 

6 amrtlis 6 •oii'tbs 6 aontíis 
Jnl-Dec 1991 Jan-Jima 1992 July-Dec 1992 

Ho. ••lue Ho. Value №. Value Ho. 
$ $ 

№. 
$ 

HQ 19 48,264 13 91,925 27 
(b) 

134,075 

Regional 17 35,064 5 26,459 38 112,571 
Offices 

Tol^l 36 83,328 18 1X8,384 65 
<c) 

246r646 

(a) Excluding Executive Board and World Health Assembly attendance• 
(b) Includes Interna-tionai Conference on Nutrition (2 cases) and 

Conference on M纛ieiriA (5 cases) • 

(c) Consisting of: 

52 Temporary Advisers 
7 Participan-ts in conferences 
3 Exchange of Letters 
1 Study Tour 
1 Short-Term Consultancy 
1 Special Services AgreeMnt 

This shows that in the last six months of 1992 these contracts 
almost doubled in number and trebled in value compared with the 
equivalent period in 1Э91. WHO pointed out that Regional Offices 
accounted for the majority of this increase and, as to comparison 
with the first half of 1992, they explained that the pattern of 
these activities is normally higher in the second half of a year. 



Appendix E lists the Member States benefiting from the contracts 
in the last half of 1992• 
3.2 My staff examined WHO'S pattern of resource allocation to 
see whether this increase in contracts with Member States of the 
Executive Board had had any impact on individual countries. 
However, WHO'S records do not provide a breakdown by country in 
the case of regional arid inter-country funds, which as at 
31 December 1992 accounted for the largest portion of obligated 
funds. But for amounts obligated at country level, which 
accounted for the remainder, my staff found no significant 
reallocation of budgets or expenditure in favour of Member States 
of the Executive Board• 
3.3 My staff focused the remainder of their examination on 
contracts for services with individuals or institutions in Member 
States represented on the Executive Board. My staff broadly 
reviewed the 65 contracts let with Executive Board Members, their 
alternates or advisers during the latter half of 1992 (see Table 
2) , and selected 17 for further detailed scrutiny. In addition, 
they examined in detail 26 contracts let in the latter part of 
1992 with other individuals or institutions in Member States 
represented on the Executive Board. To ensure that they gained 
a balanced view of general contract procedures, my staff also 
examined samples of contracts let in the first part of 1992, as 
well as with Member States not represented on the Executive 
Board. 
Contracts let in the latter part of 1992 with individuals or 
institutions in Member States represented on the Executive Board 

3.4 Of the 43 contracts examined in detail my staff found that 
38 complied with WHO procedures in 夺 11 significant respects. 
These included three of the contracts which internal audit had 
initially identified as of prima facie concern. Among this 
generally satisfactory group of contracts there were, however, 
some shortcomings: in four cases, including two identified by 
internal audit, there was insufficient recorded evidence to show 
that WHO had considered alternative contractors ； and in one case 
the contract did not require the contractor to provide WHO with 
a report on project implementation or a statement of how the 
funds had been spent. Further comments on the third contract 
identified by internal audit are at paragraph 3•37. 
3.5 My staff had concerns about the remaining five of the 43 
contracts examined• Table 3 summarises the areas in which my 
staff had observations. 



Table 3 

Audit observations aad« about fL^m contracts 

S麵i翁ctiou 
of 

contractor: 
гшуухшы of 
contract 
proposal 

Letting 
of 

contract 

Recorded 
of 

coa塞ist_ncy 
with WHO 

AÛft霧 

Confiraing 
receipt of 
s«rvic«s 

Mode of 

Contract 1 
(paras 3.17 
to 3.21) I I I • 

Contract 2 
(paras 3.22 
to 3.25) • I 

Contract 3 
(Appendix F) 

• • • • • 

Contract 4 
(Appendix G) 

• • 

Contract 5 
(Appendix G) 

• • 

In all five cases my staff found that there were shortcomings to 
the extent that it was questionable whether the contract provided 
good value for money or, in one case, at Appendix F, whether it 
should have been let at all. The results of my examination of 
these five cases are set out in: paragraphs 3.17 to 3.21 
(contract 1); paragraphs 3.22 to 3.25 (contract 2)； Appendix 
F (contract 3) ； and Appendix G (contracts 4 and 5) . The most: 
serious case, at Appendix F, was identified by internal audit as 
apparently breaching procedures. My general comments on the 
deficiencies in these five cases are as follows. 
(i) on the Organization's selection of contractor 

3.6 In all five cases, the contractors had themselves initiated 
the project by making proposals to WHO. WHO did not, in my view, 
give sufficient scrutiny to the merits of the proposals or 
adequately challenge the need for the project. This lack of 
scrutiny could have led to the commissioning of contracts which 



did not contribute significantly to WHO'S programme aims and 
objectives. The contract at Appendix F is the most serious case. 
3.7 In this case, involving expenditure of $150,000, WHO should 
have considered alternative contractors, but did not do so. 
While in this and other cases WHO officials subsequently gave my 
staff explanations as to why they had not broadened the scope of 
contractor selection, the reasons for these decisions should have 
been clearly set out at the time the decisions were made. 
(ii) On how the contracts were let 

3.8 WHO procedures require programme managers to be satisfied 
as to the bona fides of contracting bodies where the contract 
value exceeds $100,000 in any one year. One of the five 
contracts, at Appendix F, valued at $150,000, fell within this 
category, but there was no evidence that WHO had evaluated the 
administrative and financial capacity of the institution 
concerned. My staff therefore requested WHO to obtain the body's 
recent accounts and other information. These showed that the 
body had earned no revenue, other than interest on capital, 
during 1991 and that their expenditure had not exceeded the 
equivalent of $5,000 during that year. My staff also noted that 
the body's registration with their national Department of Science 
and Technology had lapsed in November 1992, when the contract was 
placed. Registration was subsequently granted in March 1993, 
effective from 18 December 1992. Had WHO carried out checks of 
this kind, as set out in WHO regulations, these factors may have 
influenced their decision as to whether the body had the capacity 
to sustain a contract of the size awarded. 

3.9 This same contract had been prepared on the form of an 
Agreement for Performance of Work. Such contracts require 
approval by the Contract Review Committee and the Assistant 
Director-General if they exceed $100,000. No such approvals were 
sought or obtained. WHO subsequently told my staff that this 
contract was wrongly issued as an Agreement for Performance of 
Work and was treated as a research contract, for which no such 
approvals were required. However, as a research contract it 
should have given right of access to the contracted body by 
internal and external audit. No such provision was made. 
3.10 I comment at paragraphs 3.17 to 3.21 about a second case 
where there was no recorded evidence that WHO had critically 
reviewed the appropriateness of the level of remuneration agreed. 
(iii) On approval and evidencing of contracts as being 
consistent with the Organization's aims 

3.11 The contract described at Appendix F was funded from ths 
Sasakawa Health Trust Fund. Such projects are normally supported 
by detailed proposals set out by WHO in an annual work plan which, 
is sent to the donor for agreement. However, this project had 
not been included in these proposals. Instead, it was supported 
from funds made available in May 1992 by the donor from the 
interest portion of the Fund, to which the normal arrangements 

10 



for prior donor agreement did not apply. The donor had made 
available a sum of up to $3 million to be used by the 
Organization for activities carried out within the framework of 
intensified WHO cooperation with countries and peoples in 
greatest need. This gave WHO wider discretion in the use of 
these funds. Even so, the subject country for this project was 
not amongst WHO's list of countries in greatest need. WHO 
consider that research to benefit the countries in greatest need 
does not necessarily have to be undertaken in those countries. 
3.12 My staff reviewed the remaining $567,400 expenditure charged 
to the Fund's interest portion since May 1992. They were 
satisfied that these expenditures were properly incurred and 
within the scope of the Fund. 
3.13 In the case at Appendix F, internal audit had suggested that 
WHO'S justification for the contract had not been prepared until 
after it had been let. My staff searched computer records to 
determine the date the justifying document was word-processed. 
No record of the document could be traced. As the record could 
have been overwritten in the normal course of events, my staff 
obtained other evidence, including shorthand notes taken by the 
secretary to whom the document had been dictated, to help 
ascertain the actual document date. This suggested that, 
although files had not been maintained in a disciplined manner, 
the project justification in question had been authentically 
dated and not fabricated. 

3.14 I comment at paragraphs 3.17 to 3.21 about a second case 
where my staff had concerns about WHO'S justification for the 
project. 
(iv) on confirming satisfactory receipt of services 

3.15 In all five cases there were unsatisfactory arrangements for 
ensuring that the services and benefits under the contract were 
fully delivered before payment was made. In one case, at 
paragraphs 3.17 to 3.21, WHO procedures did not require the 
contracting party to account for the $28,000 received. In a 
second case, at paragraphs 3.22 to 3.25, WHO procedures did not 
require the participant to submit a report on the results of the 
project. In one case, at Appendix F, the contract provided for 
two payments of $50,000 before receipt of the initial report on 
the project. In two other cases, at Appendix G, WHO had funded 
study tours without requiring any account of expenditure incurred 
or a report on the outcome which would enable them to determine 
whether there had been a benefit commensurate with WHO'S 
priorities. 

(v) On how payment was made 

3.16 It is WHO's normal practice to make payment by bank transfer 
and to minimise the use of cheques, since these are considered 
less secure and more expensive. In the case ar Appendix F 
payment was made by cheque. There appeared to be no operational 
advantage to WHO in this method of payment. 



International Health Forum 

3.17 One of the five cases of concern to my staff was a contract 
to provide support for an international health forum in Japan. 
The purpose of the forum was to strengthen multilateral and non-
governmental organisations' cooperation to narrow the gap in the 
health status among countries. It was sponsored by the Japan 
Foundation for the Promotion of International Medical Research 
Cooperation, who channelled their request for WHO support through 
the Japan Ministry of Health and Welfare. 
3.18 The Ministry suggested that WHO contribute $28,000 towards 
the costs and that key WHO officials participate. The Ministry 
asked WHO to release this amount from the Government of Japan's 
contribution to the Special Account for Miscellaneous Designated 
Contributions (Other) within the Voluntary Fund for Health 
Promotion. On this basis WHO'S Director of the Division of 
Development of Human Resources for Health agreed to support the 
project as requested. WHO agreed to pay $20,000 on signature of 
contract and $8,000 on receipt of a final report on the forum. 
They did not require the forum sponsor to account for the 
expenditure. The contract was finalised by Exchange of Letters 
on 25 November 1992. 

3.19 As there was no recorded evidence that WHO had critically 
examined the justification for the project or the level of 
support provided, my staff asked WHO for further information. 
WHO explained that they had initially considered that the forum 
would be of limited value to WHO, although they felt that it 
would be of benefit to countries. They decided to participate 
in the hope that they could influence proceedings and make the 
event more effective. 
3.20 The forum was held from 13 to 15 December 1992. Those 
attending included four WHO officials and six Members of WHO's 
Executive Board (Japan, Jamaica, Sao Tome, Russian Federation, 
Rwanda and the Seychelles) . The forum sponsor has issued a 
preliminary report on proceedings. 
3.21 WHO told my staff that this case was consistent with their 
traditional practice not to challenge the merits of proposals so 
long as they appeared to be consistent with WHO's general aims 
and objectives, and the applicant was well known to the 
Organization and highly respected. In this instance the proposal 
had been strongly endorsed by the Ministry of Health and Welfare. 
WHO's current practice is not to require a statement of 
expenditure for such cost-sharing arrangements. 
The use of temporary advisers 

3.22 Another cf the five cases of concern to my staff involved 
the engagement of an Executive Board Member as a temporary 
adviser for discussions at the Tokyo Medical College which 
accommodates a WHO collaborating centre for sports medicine. 



Correspondence between the Board Member and the Tokyo Medical 
College stated that the purpose cf the project was to discuss 
future possible collaboration in the area of sports medicine. 
As this did not appear to my staff to be a soundly justified 
project, they sought further explanation. 
3.23 WHO informed my staff that the precise purpose of the 
project was to enable the Executive Board Member to learn about 
how to organise a major conference in preparation for the Vth 
World Congress on Sport for All, to be held in Uruguay in 1994. 
The project was funded by the Government of Japan through the 
Special Account for Miscellaneous Designated Contributions 
(Other) within WHO's Voluntary Fund for Health Promotion. The 
case shared some of the deficiencies in the two cases described 
at Appendix G, which also involved the use of temporary advisers. 

3.24 The particular points of concern to my staff in this case 
were: 

(a) the applicant had himself initiated the project with 
a proposal to WHO, but these proposals were imprecise 
and did not set out the merits of the project; 

(b) WHO approved the project without any recorded 
justification; and 

(c) WHO did not request the participant to provide a 
report on the results of the project. 

3.25 In WHO'S view this case was not unique and followed their 
traditional practice in relation to temporary advisers. When an 
applicant of good standing, such as an Executive Board Member, 
puts himself forward for an assignment, WHO generally accept 
proposals so long as they appear to be consistent with the 
Organization's general aims and objectives. In addition, WHO 
procedures do not require the participant to submit a report on 
the results of the project. 
Results of examination of contracts let in the first part of 
1992 : and мд1яЬят flt-ates not represented on the Executive 

3.26 My staff examined 59 contracts to assess whether the 
weaknesses set out in paragraphs 3.4 to 3.16 applied across all 
contracts for services let in 1992, including those with Member 
States not represented on the Executive Board. 
3.27 My staff identified one contract where there were 
shortcomings to the extent that it was questionable whether the 
contract provided good value for money. This was an exchange of 
letters with the Organization of African Unity to fund a 
contribution to an Expert Review Meeting of the International 
Decade on Food and Nutrition for Africa. 



3.28 The request for support was initiated by the Organization 
of African Unity, who wrote to WHO's Director-General in 1992 
asking for a $25,000 contribution towards estimated total meeting 
costs of $36,000. The project: was funded by the Government of 
Japan through the Special Account for Miscellaneous Designated 
Contributions (Other) within WHO'S Voluntary Fund for Health 
Promotion. The exchange of letters did not require WHO to 
receive any tangible output from the conference, such as a 
technical conference report, or for the Organization of African 
Unity to account for the grant through the submission of a 
financial report. 
3.29 At the request of external audit in early March 1993, WHO 
obtained a financial statement. This showed that only $7,381 of 
the $25,000 had been disbursed. There was no contractual 
stipulation for unspent funds to be returned to WHO. 
Participants from 20 African countries were originally invited, 
but due to the late despatch of travel instructions, only ten 
countries attended. The cost of the event was shared with 
another organisation, who had provided a further $17,500 to the 
Organization of African Unity. While WHO informed my staff that 
conference reports may have been available to the African 
Regional Office, no technical details of the conference were 
available or had been requested by the allotment holder at WHO. 
3.30 In two further cases, my staff found that WHO had paid in 
full before the contractor had completed the work. In a further 
case WHO had failed to assess the suitability of a consultant, 
who was not competent in either of the two languages required for 
the assignment. Although the project was in consequence not 
completed to an acceptable standard, WHO paid in full. In all 
other respects these contracts generally complied with WHO 
procedures. 
General rrmiments on contract letting 

3.31 WHO operate nine different contract letting procedures, 
depending on the nature of the service contracted for. My staff 
found some confusion amongst WHO staff as to which form of 
contract was appropriate. In the specific case detailed at 
Appendix F, this confusion had led to a failure to put proper 
controls into effect. This resulted in the omission from the 
contract of access rights by internal and external audit to 
contractor records (paragraph 3.9). In a second case, at 
Appendix G, there was confusion as to whether the contracts 
should be treated as study tours or temporary advisers - WHO 
chose the latter, which my staff noted was the less demanding 
form of contract. 

3.32 My staff also noted significant failings in a number of 
cases in WHO's maintenance of contract records. Key original 
documents were missing from the registry files and were held 
instead on personal, unmarked folders. These were all made 
available to my staff on request. 

14 



3.33 On the recruitment of consultants, my staff noted thar 
programme managers generally had only a United choice: they did 
not make full use of WHO'S Personnel Division to help widen the 
field of potential candidates. In addition, my staff noted that 
WHO did not consistently and rigorously evaluate the performance 
of consultants and temporary advisers to help inform the choice 
of future contractors or candidates. 
3.34 Following a recommendation in my predecessor's, report on 
WHO'S 1984-85 biennial accounts, WHO required staff to confirm 
that in-house services were not available before contracting work 
out. My staff noted, however, that in several cases WHO staff 
did not fully explore the scope for carrying out work in-house 
and gave insufficient justification for proceeding on a 
contractual basis. 
3.35 My staff noted two cases where Executive Board Members or 
advisers were employed, one as a short-term consultant and one 
under a special services agreement. In 1984, in response to an 
enquiry from the Office of the Director-General, WHO'S Legal 
Counsel had pronounced that from an ethical point of view it 
would not be advisable to recruit Members of the Executive Board 
as short-term consultants or short-term professionals, as in this 
capacity they would become staff members, which would be 
incompatible with their status and could generate a conflict of 
interest. Executive Board Members could, however, be recruited 
as temporary advisers ； but with caution and each case had to be 
considered very carefully. This legal advice was not included 
in WHO'S Manual of procedures and guidelines. 
3.36 WHO informed my staff that this legal advice had not been 
considered by senior management at the time and had not been 
disseminated. In their engagement of Executive Board Members as 
temporary advisers, the Organization did not consider that this 
might generate conflict of interests in contracting with these 
individuals. 
Comments on media contracts 

3.37 The review conducted by WHO's internal audit office included 
a $125,000 contract for public relations services with Hoffman 
and Hoffman covering the period 1 February 1992 to 31 January 
1993. This contract continued the firm's services under a series 
of earlier contracts in 1990-91 to a total value of $178,000. 
Although WHO compared the firm with two others, they did not use 
formal tendering procedures, nor did the Organization's Contract 
Review Committee review or approve the contracts. WHO'S rules 
do not require Contract Review Committee scrutiny where a pre-
determined contractor is used. 
3.38 In addition, WHO let one contract with Kell and Associates 
in January 1992 to provide media training for WHO senior staff, 
and a further seven contracts for public relations and media 
services between August and November 1392. Two of these seven 
contracts were with Hoffman and Hoffman; four were with Global 
Action Inc..; and one with Kell and Associates. The value of 



these contracts ranged between $2,000 and $20,000. The services 
contracted for included an orientation session by Kell and 
Associates for the Director-General and advice from Global Action 
Inc. on communication strategies and input for specific speeches 
by the Director-General. WHO had not contracted for services of 
this kind for the current Director-General before 1992. 
Action taken by WHO in response to deficiencies 

3.39 Since the internal audit metïorandmn and the identification 
of deficiencies in contract letting, WHO have tightened their 
control in several respects. All contracts over $100,000 in 
value are now reviewed by the Director of Budget and Finance and 
the Assistant Director-General for Administration； any contract 
of whatever value, other than for a temporary adviser, proposed 
with a serving Executive Board Member is also channelled through 
the Assistant Director-General for Administration； and WHO 
intend to reflect in staff rules and Manual provisions the 1984 
legal advice that Members of the Executive Board should not be 
recruited as consultants or short-term professionals. In 
addition, the Director of Budget and Finance has submitted 
proposals to the Assistant Director-General for Administration 
that research contracts be reviewed by ad hoc committees at 
Assistant Director-General level. This should close the loophole 
whereby research contracts are exempt froia Contract Review 
Committee scrutiny (paragraph 3.9). 
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FAUT 4： COMPUTER SYSTSHS CONTROL AMD ACCESS 

4.1 To confirm that only authorised staff had accessed WHO'S 
computer data and that no unauthorised amendments had been made, 
ray staff attempted to examine WHO'S database protection logs. 
These record the identities of staff logging on to the system and 
the files they have accessed. However, my staff were unable to 
make full use of these records, since WHO'S normal practice is 
to retain the protection logs for only two weeks as this is the 
time necessary to ensure that the database can be properly 
reconstituted following a breakdown. Thereafter they are over-
written. This relatively brief life reduces their value as a 
record of what was done, and by whom. 
4.2 In my Report on WHO'S 1990-91 Accounts, and in my staff's 
management letters to the Organization, we have expressed concern 
that WHO'S applications programmers and the database 
administrator have uncontrolled access to WHO'S live data; and 
that some staff are in a position to circumvent the protection 
log. With this possibility in mind, my staff asked to examine 
the database protection logs. WHO informed my staff, however, 
that three separate systems breakdowns caused by events outside 
WHO'S control between 25 and 28 January 1993 had rendered the 
protection logs unreliable until 2 February 1993. in these 
circumstances my staff carried out a full check of all amendments 
made to computer records in the previous two months, by comparing 
current records with restored backup data. 
4.3 From this exercise my staff identified and investigated the 
following amendments and changes: 

400 reallocated records 
174 changes to description of obligation 
196 reductions in disbursements. 

4.4 From their examination of the records relating to these 
amendments and changes, my staff found that 400 records had been 
reallocated to different allotments for valid reasons such as a 
change in source of funds； the 174 changes to the description 
of obligations corrected errors such as dates, itineraries and 
spelling; and the 196 reductions in disbursements arose from 
refunds, credit notes, the return of unspent balances and the 
correction of some erroneous double accounting in one region. 
In all cases my staff were satisfied from the evidence they had 
seen that there were no suspicious circumstances about any of the 
changes made. 
4.5 My staff also examined temporary limitations placed on 
access by internal audit to financial data. On 23 December 1992, 
the Director of Budget and Finance placed a limitation on 
computer terminal access by audit staff to allotment records of 
salary and allowances, duty travel and other non-salary 
expenditures for the Director-General's Office. Limitations were 
also placed on printed reports for these records. WHO informed 
my staff that, these steps were taken to prevent leakage of 



information outside the Organization. On 1Э January 1993, the 
Director of Budget and Finance additionally withdrew Accounting 
Query Programme facilities which allow audit staff to make 
computer enquiries, for example by specified names or words. 
These limitations applied to external audit, although WHO 
subsequently informed my staff that this had not been intended 
by the Director of Budget and Finance and specific information 
could have been obtained by auditors on request. All 
restrictions were lifted and full access restored on 9 February 
1993, following representations by external audit to the 
Assistant Director-General for Administration. 
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PART 5 S AUDIT FINDINGS ON TRAVEL 

5.1 WHO expenditure on travel on official business in 1992 
totalled $20.6 million. Comparative figures for 1991 and 1990 
were $22.8 million and $18.1 million respectively. My staff 
examined travel by headquarters staff, the Director-General, and 
Executive Board Members. 
Travel by headquarters staff 

5.2 My staff examined records of travel authorisations for 
headquarters staff in 1990, 1991 and 1992 maintained by WHO'S 
Travel and Transportation unit. These records show the number 
and dates of travel approvals processed by the unit over each 
year. My staff examined the overall volume and pattern of travel 
authorisations in 1990, 1991 and 1992 and found that the 
incidence of travel had not varied significantly from year to 
year. There were no significant changes in seasonal or annual 
fluctuations over the period. 
Director-General's trave1 

5.3 My staff examined the Director-General's travel in 1992, 
before and after 1 June. In the five months from January to May 
1992 the Director-General made 11 visits to seven Member States 
represented on the Executive Board; and five visits to five 
Member States not represented on the Executive Board. In the 
seven months from June to December 1992 he made 21 visits to 13 
Member States represented on the Executive Board； and 18 visits 
to 15 Member States not represented on the Executive Board. WHO 
informed my staff that visits to Member States can be for a 
variety of official reasons and do not necessarily involve 
contacts with government representatives. The cost of the 
Director-General ' s travel in the five month period January to May 
1992 was $64,679,. and in the seven month period June to December 
1992 was $151,674. 
5.4 My staff examined a sample of the Director-General's trips 
abroad in 1992. In all these cases, the Director-General had 
travelled at the invitation of the receiving country. From their 
examination of the Organization's records, my staff were 
satisfied that there was a valid official purpose for each of the 
Director-General's visits. In the sample of cases examined there 
was no evidence t o suggest t h a t the D i rector-Genera l was a t tended 
by an excessive retinue of supporting staff or that such staff 
were inappropriate to the event. 
5.5 My staff also examined the Director-General's travel 
expenses. Internal financial rules set in 1974 by the then 
Director-General allow him first class travel except for journeys 
of short duration. The Director-General's travel in 19Э2 was 
within these rules. Subsistence rates claimed were also in 
accordance with long-standing practice, pre-dating the present 
Director-General's term of office. 
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5.6 The approved WHO Programme Budget for 1992-93 includes a 
budget provision of $252,700 for travel by the Office of the 
Director-General in the biennium. This covers travel by the 
Director-General, the Deputy Director-General and immediate staff 
of the Director-General's Office. As at 25 February 1993 , at the 
time of my audit, expenditure on travel for the Director-
General' s Office had already reached $313,720, some 24 per cent 
in excess of the approved Programme Budget. To cover this 
expenditure in excess of the originally approved levels, WHO had 
provided additional funds from other allotments under the 
flexibility permitted by the financial regulations which allow 
the Director-General to make transfers between allotments. WHO 
informed my staff that expenditure significantly in excess of 
originally approved budget levels has been a consistent trend 
over the years. 

Executive Board travel 

5.7 For Executive Board Members, World Health Assembly 
Resolution WHA30.10 requires that the maximum reimbursement of 
travel expenses to Executive Board meetings be restricted to the 
equivalent of economy/tourist class travel only. The Chairman 
of the Executive Board may be reimbursed on the basis of first 
class travel. 
5.8 My staff reviewed the travel status and class of travel for 
all Executive Board Members attending the Ninety-First Session 
of the Board in January 1993. Their examination showed that the 
approved arrangements for economy class travel for Members other 
than the Chairman had been adhered to in all but five cases r where Members were reimbursed at business class. WHO'S Director 
of Budget and Finance had approved these cases exceptionally: in 
three cases on grounds of unavailability of seats in economy； 
in one case because it involved a very heavy travel period; and 
one case without any recorded explanation. In two of these 
cases, the Members had sought in writing WHO'S prior approval for 
business class travel. None of these five approvals was 
permitted under the World Health Assembly Resolution WHA 30.10. 
WHO subsequently informed my staff that the previously 
unexplained approval of business class travel had been because 
of unavailability of seats; and that they had calculated the 
additional travel costs of all five cases as amounting to $2,004. 

5.9 My staff also reviewed the travel status of Executive Board 
Members attending the International Conference on Nutrition held 
in Rome from 5 to 11 December 1992. In late October 1992, the 
Director-General issued a personal invitation to three Ministers 
of Health as special guests, all of whom were from Executive 
Board Member States. One was an Executive Board Member and a 
second had become an Executive Board adviser at the time of the 
Conference (Appendix H). 
5.10 The guests' travel and subsistence costs, totalling $17, 659, 
were met from the Government of Japan contribution to the Special 
Account for Miscellaneous Designated Contributions (Other) within 
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the Voluntary Fund for Health Promotion, and did not form part 
of the agreed FAO/WHO Conference cost-sharing arrangements. WHO 
reimbursed one of the special guests for first class travel, 
although business class travel had originally been exceptionally 
authorised in all three cases. Other delegates attending the 
conference were reimbursed at economy class. 



PART 6： CONCLUSIONS AMD RECOMMENDATIONS 

On contracts 

6.1 My staff identified five contracts let with individuals or 
institutions of Member States represented on the Executive Board 
during the latter part of 1992 where there were shortcomings 
(paragraphs 3.5 to 3.16). They also identified one further 
contract let in the same period with an inter-governmental 
organization not represented on the Executive Board, where they 
had similar concerns (paragraphs 3.27 to 3.29) . Five of these 
six cases were funded from one Member State's contribution to the 
Special Account for Miscellaneous Designated Contributions 
(Other) within the Voluntary Fund for Health Promotion. In five 
of the six cases, including the most serious case at Appendix F, 
the WHO allotment holder was the Director of Planning, 
Coordination and Cooperation. It did not appear that the lapses 
in WHO'S standard of contract letting were more widely spread, 
or that they had had any significant impact on WHO's global 
allocation of resources between countries. 

6.2 In these six cases of concern, there were two or more of the 
following deficiencies: inadequate scrutiny of the need for the 
work ； insufficient consideration given to potential alternative 
contractors； contractors' bona fides not established in one 
instance； inappropriate forms of contract； levels of 
remuneration not critically reviewed; and no requirement for the 
recipient to account for a grant or to provide a completion 
report (paragraphs 3.5 to 3.16). 
6.3 In all the six cases the contracting party had initiated the 
project by making proposals to WHO. I recommend that WHO 
establish more rigorous requirements for scrutinising and 
challenging all contract proposals, especially those initiated 
outside the Secretariat, to ensure that they are consistent with 
WHO's needs and aims (paragraphs 3.6 and 3.27 to 3.29). 
6.4 My staff identified one case where WHO had accepted an 
invitation to provide support to an international health forum 
but had not recorded evidence that they had critically reviewed 
the justification for the project. WHO explained that they do 
not challenge the merits of such projects, so long as they appear 
to be consistent with WHO's general aims and objectives and the 
applicant is well known to the Organization. I recommend that 
WHO review and record the justification for all such projects 
(paragraphs 3.17 to 3.21). 
6.5 In this case, and in a second one where WHO had agreed to 
make a fixed contribution to a conference, WHO had not requested 
the recipient organisation to account for the funds received. 
While I accept that full and detailed accounting is difficult in 
these circumstances, I： recommend that, before agreeing to 
contribute to conferences, WHO should review the conference 
budget； and after the event they should require a statement of 
the full conference income and expenditure. In this way WHO 
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would Ът bmttvt placed to gmvq» ХЪл valu* ot th*ir eontritotttien 
t o tb» wmnt�para«raph« 3.17 to 3.2X and 3.27 to 3.29). 

e6.6 In vi«v of th» substantial us« of Executive Beard И«шЬ«г藝, 
alteriuitM or advisars •• traporary advi««re in thm luttmt part 
of 1992 (м« Part 3t Table 2) f I vas concerned that NHO do not nomnally «neure prior to approval that projects proposed in this 
way arc fully justified as worthy of WHO support; and that th«y 
do not, as a natter of course, require participants to submit a 
report on th« outcome of th« project. I rmcammmná that WHO 
«•-tatolish tight controls over temporary adviser contracts to 
rectify T H E S * WMUCIIM••霧(paragraphs 3.22 to 3.25). 
6.7 WHO'霧 legal .advice of 1984 not to employ Members of the 
Executive Board, and to exercise caution over their us* as 
teaporary advisers, is not s«t out in the WHO Manual, was not 
disscninated and has not generally been applied. There has 
th«r«fore b««n a continuing risk of conflict of interests arising 
from th« avard of contracts to these individuals. I welcoma 
WHO'S plan to enbody the legal advice of 1984 in the regulations. 
I raeoimand. however, that this policy be extended to include 
Executive Board Members, alternates and advisers. I also 
reeonmend that all contracts placed with Members of the Executive 
Board should b* submitted for approval at Assistant Director-
General level ； that all Menb«rs of the Executive Board be asked 
to register a declaration of financial interests with bodies 
having, or likely to have, a contractual relationship with WHO; 
and that paynents mad* to individual Mentoers of the Executive 
Board be so not«d in WHO'S published accounts (paragraphs 3.35 
and 3.36)• 

6.8 In vi«w of th« multiplicity of contract typ«s currently used 
by WHO, and the confusion that this has created, I recommend that 
WHO review^ th« various types of contracts with the aim of 
«iaplifying those available (paragraph 3.31). 

....：‘‘ .:.i . • 

6.9 On th«r recruitment of consultants and, where appropriate, 
temporary advisers, WHO did not make full use of the Personnel 
Division to broaden the scope of contractor choice, nor did they 
consistently evaluat* the perfomance of individuals to help 
inform th« choice of future contractors. Z ^irçpmwn^ that MHO 
•nsur* that such procedures are followed (paragraph 3.33). 
• ' 、 ’ ，-. í，.，.二..'’'.4、.‘.,.:.• л i.., (.. ‘ ‘ •• 
6.10 WHO «nt«r«d into two sizeable annual contracts for media 
«•rviees without any fomal tendering or Contract Review 
ComittM procedure. WHO'S rules do not require tendering or 
Review Coanitt«« scrutiny for contracts for r«s«arch or wh«r« a 
pr«-d«t*rmin*d contractor is used. Although WHO expressed full 
satisfaction with the services received, I r«comn«n4 that all 
such contracts should to* subject to th« Contract Coanitte* review 
arrang«m«nte which already apply und«r th« supplies and equipmnt 
provisions of the WHO Manual, and that vte«r«v«r appropriate they 
Ът sutoj«ct to tender. I also note that WHO «ntM:«â into th«s« 
Mdia s«rvicM contracts without tb« tomwfit of a cl««r 
censunicatiena strategy or policy дтшгтй to the preaetion ot thm 
Or9anis»tien's aim and otoj«ctiv«s. : гаеояшаяд tbmt МЯ0 
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establish such a policy to guide their future media services 
needs (paragraphs 3.37 and 3.38) 
6.11 I welcome the steps taken by WHO to improve their control 
over contracts, particularly their plan to establish ad hoc 
research committees at Assistant Director-General level. 
However, in my view, these arrangements do not go far enough. 
Currently, programme managers are wholly responsible for the 
budgets under their control, but they are not sufficiently 
accountable to their Assistant Director-Generals. In addition, 
the Assistant Director-Generals do not have sufficient means for 
monitoring programme managers' operations, notably in comparing 
expenditure against technical achievement. I recommend that all 
programme managers be îùade directly accountable for their 
operations to the appropriate Assistant Director-General 
(paragraph 3.39).... 
i . ‘ 、. ‘. ： ‘' ‘

 ： ‘ - “ > • ‘ •‘ 

6.12 X also welcome the prompt action taken by WHO to establish 
vetting of contracts with Executive Board Members in response to 
the deficiencies identified by internal audit and my staff. 
However, I recommend that WHO strengthen the arrangements for the 
review and approval of contracts, for example by lowering the 
threshold for the scrutiny of contracts by the Contract: Review 
Committee (paragraph 3.39). 、：、.� 
i - .. .' ： ..... ‘ • ‘, 1 . ‘‘ '. • “ - i ： ： - '•. - ‘ • ‘ ‘ • • •‘ . 

On control and access to computer systems 
, ？ • - : ‘ ‘ ‘ ‘ •• ： ¡ _ ：• •‘ • ‘ • • 

6.13 While my staff were satisfied with the outcome of theit 
examination of computer records, I reiterate the concern 
expressed in my report on WHO's 1990-91 accounts that WHO's 
applications programmers and database administrator have 
uncontrolled access to WHO's live data. I recommend that WHO 
establish a security policy for computer operations ； whiôh should 
include: full supervision of their:staff's access to live data; 
secure arrangements to ensure that the protection log cannot be 
circumvented； and retention of protection logs for a period of 
not less than three months (paragraphs 4.1 to 4.5). 

On travel :':;��'-. 
I ,, ., • . - : • f . • - . ‘ ‘ ‘ ‘‘ ' ：“ . V" ‘•‘ 0 ‘ ‘ •• •‘ '• . •“ ‘' : ： :• •‘ . . . ... ： ； ‘ ‘ . ‘ * ‘“ • .. ‘， ... - '''•'-• ‘ ..... ‘ 

6.14 The Director-General‘s travel had been on invitation, with 
a valid official purpose for each visit which was carried out 
within WHO's rules and regulations. However, travel costs of the 
Director-General".s Office had risen significantly in ekcess of 
the level originally provided fór in the approved Programme 
Budget for 1992-93. I recommend that the Director-General*s 
Office should budget more realistically for travel in order to 
meet the Organization's needs and priorities (paragraphs 5.3 to 
5 . 6 ) . ； ‘ ..‘ ； ‘— 

• — t . . . - • ‘ • . “ • • • it 

•；. y. , "：̂ ’ ’ ’ ,：.,i-' ... ‘ ‘ ：‘ ： .. ‘‘ •、, ‘ - ； ‘ ‘ - • : • •：'•-：• 

6.15 On travel to Executive Board meetingsmy: staff's review 
showed that the World Health Assembly's resolution limiting the 
reimbursement of travel costs to a maxiinvm of- the equivalent of 
economy or tourist ‘ class travel had not been followed in all 
cases. I recommend that the provisions of the resolution be 
adhered to4； ? Any proposals to ' vary this policy should be 
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Sir John Bourn 
(Comptroller and Auditor General, 

United Kingdom) 
External Auditor г April 1993 

submitted to the World Health Assembly for approval (paragraphs 
5 . 7 and 5.8). 
conclusions 
6.16 In my view there were two particular factors contributing 
to the shortcomings in contract letting. First, WHO's programme 
managers are given wide authority in operational matters, in my 
opinion without adequate accountability to top management. 
Second, WHO had not established a policy for dealing with the 
important and sensitive issues of contractual relations with 
Members of the Executive Beard. I strongly recor.irend that WHO 
address these important questions, as well as the detailed 
recommendations made in this report, to help ensure that such 
problems are not allowed to recur. 
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APPENDIX H 

STATEMENT BY THE CHAIRMAN OF THE EXECUTIVE BOARD 
ON 29 JANUARY 1993 

The Chairman said that the Legal Counsel had recantly informed 
him of possible financial irregularities in the granting of 
contracts by the Organization in the past few months. Like all 
the Members of the Board, he found it painful to see the 
Organization's image tarnished by injurious rumours. If such 
rumours were unfounded, that should be made known. If there had, 
on the contrary, been any breach of the financial regulations, 
that fact should be made known and the appropriate penalties 
applied. Everything possible must be done to clear up the matter 
so as to restore the serenity needed for the proper functioning 
of the Organization and, in particular, to provide a harmonious 
working environment for the staff. 
On behalf of the Executive Board and as its Chairman, he had 
requested the Director-General to keep him informed of all 
developments. He intended, moreover, to request that a report 
on the matter should be made to the World Health Assembly. The 
Director-General had confirmed that the matter was in the hands 
of the internal and external auditors and his administration； 
he, the Chairman, wished their findings to be set before the 
President of the World Health Assembly and added to the report 
on the matter. As he had been since his election, he would 
remain ever vigilant, on behalf of the Board, for any signs of 
déstabilisation which might threaten the Organization, its work, 
or the expectations that the men and women of the world place 
upon it. 
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Qiliiifl 

Comptroller and Auditor General 

Sir John Bourn KCB 

National Audit Office 
Buckingham Palace Road 
Victoria 
London SW1W 9SP 

Telephone: 071-798 7777 
Facsimile: 071-233 6163 

Professeur Jean-François Girard 
Directeur Général de la Santé 
Ministère de la Santé et de 
l'Action humanitaire 
1 place de Fontenoy 
75007 PARIS 
FRANCE 

Our Reference JBB 1 9 8 0 / 9 3 

Date 2 February 1993 

In your statement to the World Health Organization's Executive 
Board on 29 January 1993, you invited me, as the Organization's 
external auditor, to make a report to the World Health Assembly on 
possible financial irregularities in the granting of contracts by 
the Organization in the past few months. I am, of course, fully 
content to undertake this work. My staff have already started 
work and, taking account of the concerns you expressed in your 
letter of 28 January 1993 to the Director-General, I propose that 
the scope of my review be as follows : 

"To examine contracts issued by the Organization in the 
1992-93 biennium to assess whether they complied with the 
financial regulationsf in particular: how potential 
contractors were selected; how the contracts were let; how the 
Organization confirmed that services or goods had been 
satisfactorily received; whether the contract was approved as 
being consistent with the organisation's aims; and how 
settlement was made. The examination will include : 
- consultancies and short-term assignments; 
- contracts issued after 1 June 1992; 
- contracts with countries currently represented on the 

Executive Board； and 
- contracts funded from both regular budget and 

extra-budgetary sources； 

- contracts issued by both headquarters and regional 
offices." 

Above all, it is important that the review be objective and fairly 
balanced and not focus solely on the areas of expressed concern. 
I am therefore keen that it should cover the operation of the 
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Organization's contractual procedures generally and set any 
specific findings against this broader back-drop. In addition, I 
have asked my staff to liaise closely with the Organization's 
internal audit, who are also examining these issues. Our findings 
and conclusions will take full account of the work they have done. 
The United States Mission have separately raised associated 
questions about the Organization's travel expenditure in a letter 
of 15 December 1992 to the Assistant Director-General/ 
Administration which was copied to the external auditor. The 
Assistant Director-General has already provided some of the 
information requested. My review will therefore also cover the 
extent of travel incurred and whether budgetary and financial 
controls were properly applied. 
I note that you would like my findings to be presented to the 
World Health Assembly in early May 1993. To achieve that tight 
timetable I have assigned additional resources to the review team. 
Once the fieldwork is finished I will send a draft report to the 
Organization for the Director-General's comments, in accordance 
with the requirements of the Financial Regulations. We shall need 
a prompt response in order to achieve our target date• I will 
transmit my report to the President of the World Health Assembly, 
with separate copies to you and to the Director-General. 
My staff have already been in discussion with Denis Aitken, 
Assistant Director-General/Administration, about the likely costs 
of the additional audit work. I am pleased to say that Mr Aitken 
has agreed that the Organization will meet the additional costs of 
the review, and my staff will be in further discussion with him 
about that. While I shall keep careful control over costs, I can 
assure you that my staff will be carrying out a full and probing 
review. 
I am copying this letter to the Director General and Mr Aitken. 



APPENDIX H 

WHO STAFF INTERVIEWED 

Name Division 

Mr D. G. Aitken Assistant Director-General for Administration 
Mr L. C. Allegrini Records Management Services 
МГ M. S. Barton Office of Information 
Miss J.A. Bellossat Personnel 
Mr D. N. Berg Information Technology Office 
Mr S. R. Bhandary Imprests and Technical Services Agreements 

Financial Administration 
Mr M. J. Chambost Administration and Finance Information 

Support 
Mr B. X. Daly Action Programme on Essential Drugs 
Mrs î M ：.A. Dam WHO Office at the United Nations 
Mr с. J. Delmas Chief, Administration and Finance 

Information Support 
Mr H. S. Dhillon Director, Health Education 
Dr J. F. Dunne Director, Drug Management: and Policies 
Mr M. F. Fevre Chief, Communications, Records and 

Conference Services 
Dr E. H.T. Goon Director, Human Resources for Health 
Dr I. Gyarfas о Chief, Cardiovascular Diseases 
МГ£ ；В 丨.Наг ley Hamil Personnel 
Mr с. N. Kaul 4 Chief, Finance 
Dr Y. Kawaguchi Director, Planning Coordination and 

Cooperation 
Mr J. -P. Lafaille Special Programme for Reearch and Training 

in Tropical Diseases 
МГ H. K. Larsen Chief, Office of Audit and Administrative 

Management 
Dr F. Z. Littaua Director-General's Office 
Mr R. Marti Budget and Finance 
Mr T. H. Mirza Chief, Treasury 
Mr J. E. Morgan Chief, Accounts 
Dr P. Nordet Cardiovascular Diseases 
Dr A. L. Piel Director, Office of the Legal Counsel 
MS V. E. Ratcliffe Cardiovascular Diseases 
Mr C. G. Sandstrom Chief, Budget 
Mr D. Sanvincenti Director, Personnel 
Mr B. Sletta Data Processing and Communications Team 
MS S. Stoler Travel and Transportation 
Mrs с :.B.V. Suadeau ADG's Office 
Dr A. Tekle Emergency Relief Operations 
Mr E. E. Uhde Director, Budget and Finance 
Dr C. K. Wallace Control of Tropical Diseases (Malaria) 
Miss M.H. Wilson Health Education 
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APPENDIX H 

CONTRACT TYPE WHO DESCRIPTION 

1. Short-term Staff Contract 

2. Consultancy Contracts 

3. Temporary Adviser 

Appointment for less than 12 
months on special duties. 
For work in an advisory 
capacity, normally for more 
than one month, not 
exceeding 11 months. 
Normally to advise for short 
periods of up to 60 days: 
- t o assist and advise 
individual capacity; 

an 

- to participate in 
scientific or technical 
committee type meetings ; 
- to assist in the 
organisation of meetings ; 
- t o advise governments or 
WHO. 

4. Special Services Agreements Mads with nationals or 
residents of host country 
for short or long terra 
assignments for specific 
activity. Duration of 
contract should not exceed 
one year, renewable one year 
at a time. 

5. Agreements for Performance 
of Work 

6. Technical Services Agreements 

With individuals or 
institutions for a specific 
piece of work where short 
term employment is not 
appropriate. 
Collaborative research-
related services for WHO 
provided by an institution 
or WHO collaborating 
centres. 
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APPENDIX D 
Page 2 

7. Research Training Grants 

8. Exchange of Letters 

9 • Other contracts 

To facilitate broadening of 
experience of individuals, 
to strengthen national self-
reliance. Includes visiting 
scientist grants. 
U s e d in s p e c i a l 
circumstances to replace or 
supplement WHO forms or in 
lieu of plan of operation in 
order to cover government 
request for a specific type 
of technical co-operation or 
service of limited duration 
and magnitude. 
Mainly for constructions f 
repairs, maintenance and 
others. 
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CONTRACTS FOR SERVICES WITH 
MEMBERS. ALTERNATES OR ADVISERS OF THE EXECUTIVE RnAPH 

JULY TO DECEMBER 1992 

Country Headquarters Regional Offices Total 

Number Value Number Value Number Value 
¿ ¿ 1 

Afghanistan 1 3,410 - • 1 3,410 Bolivia - - - -
一 Bulgaria 1 529 ！ 4 7,864 8,393 Cameroon “ 1 3,649 1 3,649 

China 
Denmark 

1 4,301 
1 203 

1 
1 

4,301 
203 France 

Greece 3 6,599 1 2,348 4 8,947 
Jamaica 1 1,417 

7 29 Д25 1 1,417 
Maldives 1 4,079 4 9,358 

29,425 
13,437 

Mexico 1 5,067 - - 1 5,067 Mongolia 1 14,094 2 6,651 20,751 Myanmar — — — — _ 
Philippines 
Portugal 

1 6,423 — 

_ 
1 6,423 

Qatar 
Hus塞i^n Fed. 1 1,155 8 18,932 9 20,087 
Sao Tomé 3 14,679 1 3,916 4 18,595 
Senegal 3 11,876 — — 3 11,876 
Seychelles 2 22,689 2 11,956 4 34,645 
Sierra Leone 1 14,127 2 9,209 3 23,336 
Swaziland 2 4,462 1 4,307 8,769 
Syria — — 1 

1 
389 
280 

1 389 
UK 2 5,527 2 4,078 4 9,605 
USA 
Uruguay 

1 
1 

2,500 
11,141 - -

1 
1 

2,500 
11,141 

TOTAL 27 134,075 38 112,571 65 246,646 
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Project title: 

Contractual partner: 

Intensified WHO Cooperation - Promotion 
of the Initiative - General 
Intercare Research Foundation Inc. 

Contract type: A research contract incorrectly made on 
an Agreement for Performance of Work 
form to prepare a case study entitled 
Programmes, Progress, Policies, People 一 
the story of the development of the 
Department of Health of the Philippines. 
9 November 1992 

Amount: $150,000 
Interest portion of the Sasakawa Health 
Trust Fund 

Allotment Director of Planning Coordination and 
Cooperation 

Originating officer 
/unit: Director, Division of Health Education 
Audit observations : 
This case was included in internal audit's memorandum. 
On 25 September 1992, the Director of the Intercare Research 
Foundation Inc., a Member of WHO's Executive Board, sent WHO a 
project proposal entitled "Programs, Process, Politics, People". 
The objective was to document, analyse and learn lessons from the 
work of the Department of Health, Philippines, under the Aquino 
Administration, 1986-1992. 
In November 1992 the Director of WHO'S Health Education Division 
sent a memorandum to the Director of Planning Coordination and 
Cooperation, briefly describing the benefits of the proposal to 
WHO and recommending WHO support of $150,000 against an original 
proposed project budget of $555,3 00. There was no recorded 
evidence that WHO had assessed whether the contract price of 
$150,000 was commensurate with the work to be done. The 
evaluation did not consider alternative contractors for carrying 
out this work. WHO officials subsequently explained to external 
audit that this was because the Director of the Foundation had 
proposed the project and they considered that he was best 
qualified to carry it out. WHO informed external audit that when 
a research proposal is reviewed for WHO support, it is either 
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accepted, modified or rejected. No consideration is given to 
alternative contractors. WHO procedures do not require 
consideration of alternative contractors. 
WHO Manual procedures provide that before agreements are 
concluded with an institution for amounts totalling $100,000 or 
more per annum under any WHO programme, programme managers should 
take into account the institution's administrative structure and 
be satisfied that it is capable of administering and accounting 
for the funds in accordance with acceptable standards of internal 
control; such an evaluation could take place by site visits, 
correspondence, access to documents, previous research 
contracting experience of the institution or by reference to 
other funding organizations； if dcubt exists, programme managers 
should provide guidance to the institution, if necessary, by 
calling on the services of the relevant WHO administrative unit. 
WHO'S tentative criteria for assessing the administrative and 
financial ability of institutions receiving grants, as annexed 
to the WHO Manual, are shown in the Annex to this Appendix. 
There is no recorded evidence that WHO followed these procedures 
in this case, although the Director of the Health Education 
Division explained to external audit staff that he had satisfied 
himself as to the bona fides of the Foundation from oral 
assurances in telephone discussions on the matter with the 
Regional Office for the Western Pacific and during discussions 
with the Director of the Foundation. The contract was 
incorrectly prepared on the form of an Agreement for Performance 
of Work, which requires approval by the Contract Review Committee 
and the Assistant Director-General if it exceeds $100,000. No 
such approvals were sought or obtained. Research contracts, on 
the other hand, do not require such approval and scrutiny 
whatever the contract price involved. 

The project is supported from funds made available in May 1992 
by the Sasakawa Health Trust Fund. The donor stated that these 
funds could be used by WHO for activities carried out within the 
framework of intensified WHO cooperation with countries and 
peoples in greatest need. The subject country of this project 
was not amongst WHO'S list of countries requiring intensified WHO 
cooperation. 
WHO informed external audit that a careful analysis of the key 
elements in the process of making policy and management decisions 
would be of much practical value in understanding and 
strengthening policy development and management within the 
framework of intensified WHO cooperation with countries and 
peoples in greatest need; although the Philippines is not 
classified as a least developed country, it provided an excellent 
opportunity during a time of transfer of power from Marcos' s 
dictatorship to Aquino's parliamentary democracy, to undertake 
a study of the decision-making process and the factors that 
influence decision-making; dramatic policy changes were underway 
during this period in the Philippines； the Philippines thus 
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provided an ideal opportunity for such a study of the health 
sector with rich potential for its applicability in the least 
developed countries ； in view of the importance of this study 
forintensified WHO cooperation with countries and peoples in 
greatest need, WHO considered the use of funds from the Sasakawa 
Health Trust fund was appropriate. 

The contract included arrangements for ensuring that the services 
under the contract were delivered. The contract requires the 
Foundation to submit both technical and financial reports. 
It is WHO'S normal practice to make payment by bank transfer. 
Although the contract had a section for the contractor's bank 
details, it was left blank. The contract provided for payment 
in three instalments, each of $50,000. Only the final instalment 
is conditional upon receiving a tangible output from the 
Foundation. WHO paid the first instalment to the Foundation upon 
contract signature in November 1992. Payment took the form of 
an order cheque issued in the name of the Foundation and given 
to the Director of the Intercare Research Foundation who was in 
Geneva for another purpose. 
The contract stated that the second instalment was due in mid-
February 1993. On 4 January 1993 the Director of WHO's Division 
of Health Education sent a memorandum to Budget and Finance 
Division requesting early payment of the second $50,000. The 
memorandum suggested that the payment should be handed to the 
Director of the Foundation on 22 January during his visit to 
Geneva. The Director of the Division of Health Education 
supported early payment of the second instalment on the basis of 
oral assurances from the Director of the Foundation that the 
workplan and activities had progressed and that the performance 
of work had been accelerated. At the request of the Assistant 
Director-General for Administration, the payment instruction was 
subsequently cancelled. To date WHO have made no further 
payments for this project. No progress reports have yet been 
received, nor were they required. 
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TENTATIVE CRITERIA FOR ASSESSING THE 
ADMINISTRATIVE AND FINANCIAL ABILITY OF 

INSTITUTIONS RECEIVING GRANTS 

(a) Whether the institution has an organizational 
structure. 
(b) The overall size of the institution should be viewed 
in relation to the value of the contract. 
(c) Does the institution have a separate administration 
and finance department headed by a person trained and 
experienced in administration and finance? 
(d) Does the institution have a budget of its own .... 
and a related set of expenditure accounts? There should 
be a budget-approving authority and certain budgetary and 
financial disciplines must be followed. 
(e) The institution should be able to nominate a bank 
account to receive payment by bank transfer and to supply 
full details of the account, including: name and address 
of bank; name of account； account number; statement 
whether the account is operated by one signatory or by 
two or more signatories. 
(f) Are the institution's accounts and financial 
management subject to regular review and examination by 
an external auditor? 
(g) In appointing staff, does the institution follow 
certain standards both in their selection and subsequent 
remuneration? 
(h) An institution may be a semi-autonomous unit of a 
larger body such as a university or government 
department. It may be useful to ascertain to what extent 
the larger organization can provide the necessary 
administrative and financial services to the institution. 
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Project title: Technology Transfer in Health - Study 
tour for Secretary of State for Health 
and for Chief Medical Officer, Sierra 
Leone. 

Contractual partners: 

Contract type: 

Amount: 

The Secretary of State for Health and 
the Chief Medical Officer (a Member of 
the Executive Board), Sierra Leone. 
Temporary Advisers 
25 September 1992 
$26,237 
Funding by the Government of Japan to 
the Special Account for Miscellaneous 
Designated Contributions (Other) within 
Voluntary Fund for Health Promotion 

Allotment holder: Director of Planning, Coordination and 
Cooperation 

Originating officer 
/unit: Director-General's Office 
Audit observations: 
In September 1992 the Secretary of State for Health for Sierra 
Leone wrote to the Director-General proposing a travel schedule 
for himself and the Chief Medical Officer consisting of one week 
in Japan; three days in the Republic of Korea; three days in 
Manila; two days in Singapore; and two days in Geneva. The 
purpose was stated as being to visit health delivery and training 
institutions, as well as health-related industries in these 
countries. On this basis, the Director-General's Office approved 
these proposals and asked the Regional Office for the Western 
Pacific to make the necessary arrangements. 

The requested visit to the Republic of Korea did not take place; 
but, at the request of the Secretary of State for Health, WHO 
subsequently amended the travel authorisations to include stop-
overs : in Antwerp for the Chief Medical Officer and in London 
for himself. These amendments were authorised by the acting 
Assistant Director-General for Administration on behalf of the 
Director-General. The Chief Medical Officer's visit took place 
from 14 November to 5 December 1992 ； and the Secretary of State 
for Health's visit from 19 November to 5 December 1992. 
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There was no recorded evidence to show which health institutions 
were visited in Antwerp or London. The project, as proposed by 
the Secretary of State for Health, appeared to external audit to 
be a study tour, and it was so described by WHO in documentation 
at the time. 
Study tours are reimbursed on the basis of air fares plus per 
diem, and under Manual provision XV. 1.1120.6 the participants are 
required to complete a short appraisal form or provide a final 
report. However, WHO treated both officials as temporary 
advisers: on these terms they were paid a supplement of $30 a 
day and were not required to provide any kind of report or 
appraisal on the results of their visits. 
In these circumstances external audit asked WHO for information 
as to the outcome of the visits. WHO explained that they had 
received a debriefing from the two participants early in December 
1992 but that they had not recorded the results. At external 
audit's request WHO have since invited the participants to submit 
a formal report on their visits. 
For study tours travel costs are limited to economy class travel. 
WHO approved business class travel for both officials as provided 
in WHO rules for temporary advisers travelling in an individual 
capacity. 
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BUSINESS CLASS TRAVELLERS 
TO THE 91ST SESSION OF THE EXECUTIVE BOARD 

(paragraph 5.8) 

Executive Director 
Intercare Research Foundation 
Philippines 

Deputy Director of Health 
Services 
Swaziland 

Minister of Health 
Sao Tomé et Principe 

Health Secretary 

Coordinator of International 
Projects 
Ministry of Public Health 
Uruguay 
(Executive Board Vice 
Chairman) 

The Member requested business 
class. This was approved by 
WHO because it involved a 
very heavy travel period. 
Business class requested by 
the WHO Representative (WR) 
in Swaziland and approved due 
to unavailability of seats in 
economy. 
WHO approved upgrade to 
business class due to 
unavailability of seats in 
economy. 
WHO approved upgrade to 
business class due to 
unavailability of seats in 
economy. 
Exceptional approval to 
upgrade to business class. 
No explanation recorded at 
the time. 

EXECUTIVE BOARD SPECIAL GUESTS INVITED BY THE DIRECTOR-GENERAL 
TO THE INTERNATIONAL CONFERENCE ON NUTRITION 

HELD IN ROME FROM 5 TO 11 DECEMBER 1992~ 
~ (Paragraphs 5.9 and 5.10) 

Minister of Health 
Sao Tomé et Principe 
Minister of Public Health 
Senegal 

Travelled business class 

Travelled first class 
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WORLD HEALTH ORGANIZATION 

ORGANISATION MONDIALE DE LA SANTE 

A46/33 Corr.1 
28 April 1993 

FORTY-SIXTH WORLD HEALTH ASSEMBLY 

Provisional agenda item 22.1 

REPORT OF THE EXTERNAL AUDITOR TO THE WORLD HEALTH ASSEMBLY: 
ALLEGATIONS OF POSSIBLE FINANCIAL IRREGULARITIES DURING 1992 

At the request of the External Auditor, the Director-General has the honour to transmit to the Health 
Assembly a corrigendum, annexed hereto, to the report of the External Auditor. 



REPORT OF THE EXTERNAL AUDITOR TO THE WORLD HEALTH 
ASSEMBLY ON ALLEGATIONS OF POSSIBLE FINANCIAL 
IRREGULARITIES DURING 1992 

CORRIGENDUM 

Appendix E at page 32 of the External Auditor ' s report 
(together with related references in paragraph 2.2(b), 
Table 2 and paragraph 3.3 of the report ) refers to a 
total of 65 contracts for services with members, 
alternates or advisers of the Executive Board in the 
period July to December 1992. 
This total incorrectly included three contracts, 
involving Mongolia, the United Kingdom and the United 
S ta t es o f America which were w i t h i n s t i t u t i o n s i n those 
countries rather than with members of the Executive Board 
as individuals. The total number of contracts with 
members, alternates or advisers of the Executive Board 
should therefore be 62, and the total value of these 
contracts should be $226,322. 
These changes do not affect the overall findings or the 
External Auditor1 s conclusions and recommendations• 


