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COMMITTEE ON ADMINISTRATION AND FINANCE

1. Regulation 32 of the proposed Financial Regulations concerns

the appointment of External Auditors. It leaves to the Health Assembly

the decision whether the Board of Auditors of the United Nations should

be appointed or whether the Board should be chosen in some other way.

2. In order to be able to present detailed information to the

Health Assembly, the Interim Commission Secretariat consulted the UN

Secretariat, the UN Board of Auditors and their staff, and other

specialized agencies. Sonie account of this consultation and some

reflections by the Inter m Codi^,:_ssion Secretariat are set out below

3. In February 1948, the Executive Secretary of the Interim

Commission wrote a letter to the United Nations, asking for detailed

information on possible arrangements with the external auditors of the

. United Nations and ,specifically referring to

(a) the 'cost of the audit

(b) the scope of the audit and the carrying out of the

requirements of the Health Assembly; and

(c) the timing of the auca.-it and the submission of the

Audit Report not later than 1 Junes following the end

of the financial year to which the accounts relate

(This question of the timing of the audit is probably the most

important single factor to "consider in deciding what external

auditors'to appoint).

1There should be further considération of this date, based on the date
1ikeq to be established for the convening of the. annual meetings. Of the

Health Assembly.
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4 The reply stated that the question of the appointment of the Board

of Auditors of UN as exévl lul uud.i -ors of WHO is one to be determined by

WHO and that the Executive Secretary's letter had been given to the Chairman

of the UN Board of Auditors, The Chairman of the UN Board of Auditors

wrote to the Executive Secretary (letter dated 26 April: Appendix i)

giving giving information as to how the Board is at present composed

appointed, paid, etc., and also commenting on the problems of the timing

of the audit and the audit staff which should be used. In this connazioz,

the following should be quoted: "While the Board has power to engage

commercial public auditors of international reputes, it has not done so to

date, because it believes an audit by government staffs costs less,

Moreover, it has taken notice of an observation of the UN Preparatory

Commission: VThe type of external audit required should not be merely a

commercial audit of the kind that is normally carried out for private

business by a professional firm, but something more of the nature of the

audit carried out by Governments2." The letter also suggests that the

Interim Commission should give consideration to time factors, "for the

Board cannot be in two places at once,"

5. During informal discussions, the problem was stated thus by a

member of the Board: Assuming that several specialized agencies call

upon their services rrd the -e-,-rtc have to be submitted erri:r in the

year, and in any case prior to the annual sessions of the respective

Assemblies, the time available to do the audits will be very limited; this

will necessitate a considerable increase in the number of assistants used

by the Board. But, even in present circumstances, there is difficulty in

providing adequate governmental staffs and any additional pressure would

probably force the Board to use commercial public auditors and the result

would probably be an increase in costs and a change in the character of the

audit.

6. It may be of use to set out here brief particulars as to the

appointment procedure and audit practices of the UN Board of Auditors

(al ,A omntment rocedure

The Board consists of the Auditors- general of three countries

appointed by the General Assembly, on the recommendation of the Fifth

Committee, for a period of three years. The initial appointments were

made for fixed terms with staggered dates of termination so that, each

year, to replace the terminating member, the Assembly has to appoint

another country (or re -elect the same) to take office in the year following

the year of appointment. The present terms of office on the Board are

shown in Appendix 1,
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(b) Audit practices

The Board elects its J m Chairman and adopts its _:rn rules of

procedure. Each year it decides the plan í'f tht; audit and selects the

audit staff after consultation with the Ldvisory Committee en Administrative

and Budgetary questions es to the scope of the audit,. The audit is made

as of the calendar years which is the fiscal year. The time for submitting

the audit report is laid down in the Financial Regulations, which state

that :

Z114 f;al as c i.ai. year ends 31 December;

(i: ) the acovnts shall be submitted to the Boarq by 31 March;

(±.% :. ;, raze report of the Board is to be submitted not later than 1 June.

70 The uso of the UN Board. of Auditors as external auditors of WHO

might hale both advantages and disadvantages for the Organization. The

main advantages seem to be that:

(a) The audit of the UN accounts end WHO accounts could be

co-ordinated to the benefit of bcth organizations.

(h) The cost; of the audit .could normally tend to be less as

only part of the travel expenses would have to be paid by WHO.

The disadvantages appear to be as follows; .

WHO would have three auditors, which may exceed its

rsan'i needs and may set at a high level the cost of the

(b) WHO would be subject to the yearly changes cf the members

of the Board - which may give a certain lack of continuity

to the audit work.

(c) Ass,ming that future Health k.ssemblies will be held early

in the yea:
s
difficulties may arise as to the timing of the

audit

8 Enquiry of other specialized agencies elicited the following

information

S2eci1i._.Ped 1Yenc7

Food and Agriculture Organization
of the UN

Auditors

b cot c;.-:. al audit firm of
inte^nttional repute

International Bank for Reconstruction L. corme rr 61 audit firm of

and Development international repute

International Civil Aviation A. commet..do`.. audit firm of

Organization international repute
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Specialized Agency

International Labour Organization

Preparatory Commission of the
International Refugee Organization

United Nations Educational,
Scientific and Cultural
Organization

International Monetary Fund A committee of public
auditors

Auditors

A private auditor appointed
for one year (the auditor
of the former League of
Nations) probably to be
appointed this year for a
longer period

A commercial audit firm of
international repute

do.

9. According to information received on 29 June 1948, members of the

United Nations Advisory Committee on Administrative and Budgetary

Questions have, it is stated, expressed themselves informally on a

number of occasions as favoring the use of a Joint Board of External

Auditors as one of the best methods of insuring coordination of

financial practices. Another committee (composed of members of the

secretariats of United Nations and specialized agencies) believes

that the matter should be the subject of more intensive study before

a final recommendation is made,

10. In considering this question of selecting the organizationis

external auditor, the following points should also be determined:

(a) When should the audit report be submitted?

CO What should be the maximum cost of the audit?

11. Should it be decided that the disadvantages of using the UN

Board of Auditors outweigh the advantages, the following additional

questions should be decided:

(a) How many auditors should be appointed?

(b) Should Members (or their Auditors -General),

commercial audit firms, or private auditors

with international experience, be appointed?

(c) What should the term of office be?

12. Attached hereto is a suggested draft Resolution on Appointment

and Responsibility of External Auditors (Appendix 2), which will need

certain changes according to the decisions of the Health Assembly.

There is also. attached for consideration a draft Letter of Appointment

of External Auditors {Appendix 3), to which letter the Resolution

could be attached in order to give information on the requirements

of the Health Assembly in connexion with the audit and the reports

thereon; this letter also needs to be changed in accordance with

the decisions reached.
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APPENDIX i

UNilL1) NATIONS NATIONS UNIES

Lake Success N.Y.
26 April 1948

Dear Sir,

Subsequent to the writing of your letter of 25 February
to Mr. Price, Assistant Secretary -General, Administrative and
Financial Services, a copy was handed to me as chairman of
the UN Board of External Auditors. In due course, it was
discussed by the Board with the Comptroller of the World Health
Organization.' The Board of Auditors is currently composed of
the'auditors General (or equivalent title) of the Ukrainian
Soviet Socialist Repmblic, Sweden and Canada. On l'July the
first named retires and is replaced by Colombia. Terms of
office of the Board will then be: Sweden, 1 July 1949; Canada,
1 July 1950; Colombia, 1 July 1951.

The Resolution appointing the Board designates it
as the auditors of

the accounts of the United Nations and of the
International Court of Justice, and of such
specialized agencies as may be designated by
the appropriate authority.

A presumption, therefore, is that the countries concerned having
agreed that any specialized agency may designate the Board
as its auditors, a duty is automatically assumed by the Board
when a specialized agency makes such a decision.

The audit practice of the present Board is to use
governmental auditors for the examination of accounts. The
governments supplying staff bear the first cost, but are.
reimbursed by the United Nations. The men receive their
regular salaries, plus travel expense per diem allowances at
such rates as are mutually agreed upon. Currently, the seniors
receive $15 and the assistan -Ls g2.50. The Board itself is in
a somewhat different position. One country currently makes
no claim for reimbursement of salary paid to its auditor general,
but does claim for all expenses incurrea by him; the others
file accounts for salary and expenses. While the Board has
power to "engage commercial public auditors of international
repute ", it has not done so to date, because it believes an
audit by government staffs costs less. Moreover, it has taken
notice of an observation of the UN Preparatory Commission:

The type of external audit required should not be merely
a commercial audit of the kind that is normally carried
out for private business by a professional firm, but some
thing more of the nature of the audit carried out by
governments.

Should your Organization select the Board, might I suggest
that you give consideration to time factors, for the Board cannot be
in two places at once ühould, therefore, your accounts be main-
tained in Europe, it would reduce audit costs were the accounts ready
for audit some time ahead, or after, those of the United Nations.
At present the UN directions are:

financial year ends 31 December;
financial statements presented :to Board 31 March;
Board Report transmitted to Secretary- General 1 June.
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There is a possibility - perhaps not a probabilit - that UN may
change its regulations to the end that statements be presented two
weeks or a month earii:wr aaa that -the board makes i4,3 r.:por' 4 1 May.

If therefore; the Board should audit the acco.zmts of WHO; we feel
consideration should be given to delivery of the financia state-
ments not later than 15 Febzuary and preferably 37. January - if the
audit certificates are desired early in year e.

Should the Board be appointed) it is suggested that, by
appropriate action; directions to it be clearly set out; for the UN
directions have no application to any .accounts other than those of
the United Nations and the International Court of Justices

Yours sincerely;

(Watson Sellar)

Chairman
Board of Auditors.

Brock Chisholm; Esq.; M.D.
Executive Secretary
World Health Organization
Empire State Building
New York City; N.YQ
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DRAFT R SOLUT z0î: ON APPOINT ENT AND RESPONSIBILITY OF
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THE W0RLD HEALTH ASSEMBLY RESOLVES:
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(a) that .

be appointed as external auditor(s) of the accounts of the World

Health Organization for the financial period(s) ending

Should the necessity arise,

may designate a representative to

act in his absence;

(b) that in the year of the last financial period to be audited by the

auditor(s) appointed under (a) above, the World Health Assembly

shall appoint an auditor (auditors) of the accounts of the World

Health Organization for a period of year(s).,

(e) that the Auditor(s) shall constitute the Board of Auditors which

shall (elect its own chairman and) adopt his (its) own rules of

procedure;

(d) that the Auditor (Board), subject to budgetary provision made by

the Health Assembly for the cost of the audit, and after consul-

tation with the appropriate Committee of the Executive Board

relative to the scope of the audit, may conduct the audit under

the provisions of this resolution in such manner as he (it) thinks

fit and may engage commercial public auditors of international

repute;

(e) that the Auditor (Board of Auditors) shall submit his. (its) report

together with the certified accounts and such other statements as

he (it) thinks necessary to the Health Assembly, to be available

to the Executive Board not later than 1 June (or other date to be

determined) following the end of the financial year to which the

accounts relate.

The :Board shall forward its comments, if any, on the audit report

to the Health Assembly.

(f) that the audit should be carried out by the Auditor (the Board of

Auditors) .having full regard to the following requirements of the

Health Assembly:
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(I) The auditor(s) should satisfy himself (themselves)

(a) that the accounts, including the balance sheet,

represent a correct record of duly authorized

financial transactions of the financial year;

(b) that money has not been expended c obligated for

other than the purpose or purposes for which the

appropriations voted by the Assembly were intended to

provide except insofar as the Director - General has

authorized transfers within the budget acting upon

his authority contained in the Appropriation Resolution,

and that expenditures ccnfolía to the authority which

governs it;

(c) that transfers from the Working Capital or other funds

have received the necessary authority,

The auditor(s) after satisfying himself (themselves) that

the vouchers have been examined and certified as correct

by the accounting organization, may in his (their)

discretion and having regard to the character of the

examination within the department, in any particular case

admit the sui.s so certified without further examination

provided, however, that if the Health Assembly or the

appropriate Committee of the Executive Board on behalf of

the Health Assembly requests that any accounts be

examined in greater detail, the Auditor(s) shall take

action accordingly

The Auditor(s) shall examine such stock or store accounts

as are maintained by the organization at least once a year.

The Auditor(s) shall have free access at all convenient

times to the books of account and all information relevant

to the accounts of the organization, Requests for

official files which may deal with matters of policy should

only be ,nado Through the official so lie.ii ilatoa by the

Director- General,

(V) The Auditor(s) should not criticize purely administrative

matters, but it is within his (their) discretion to comment

upon the financial consequences of administrative action.

Audit examination should not be undertaken before accounting

effect has been given to transactions, nor should accounts

and vouchers be examined until they have been duly rendered

available by the department con_ceried,
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(VI) Objections to any items which may arise during audit should

be communicated nmediately to the accounting department

concerned. As a general rule, criticism will not be made

in the Auditors s report without first affording the

accounting department an opportunity of explan.'.ticn..

(VII) Documentary or other information obtained from a depart-

ment should not be published by the auditor(s) without

reference having been made to the duly authorized official

of the organization.

(VII) The A. ter(s) certifying the accounts should prepare a

(joint) report of each account certified, in which he (they)

should mention:

(a) the extent and character of his (their) examination or

any important changes therein.

(b) Matters affecting the completeness or accuracy of the

accounts, such as

(i) information necessary to the correct interpretation

of the account,

(ii) any amounts which ought to have boon received but

which have not been brought to account,

(iii) expenditures not properly vouched.

(e) Other matters which should be brought to the notice

of the Health Assembly such as:

(i) cases of fraud or presumptive fraud,

(ii) wasteful or improper expenditure of World Health

Organization's money or stores (not rithstanciing

that the accounting for the transactions may bo

correct).

(iii) Expenditure likely to commit the World Health

Organization to further outlay on a large scale.

(iv) Any defect in the general system or detailed

regulation governing the control of receipts and

expenditure, or of stores.

(v) Expenditure not in accordance with the intention of.

the Health Assembly, after making allowance for duly

authorized transfers within the budget.

(vi) Expenditure in oxeess of appropriations, as amended

by duly authorized transfers within the Budget.

(vii) Expenditure not in conformity with the authority

which governs

(a) The accuracy or otherwise of the stores records as

determined by stock- taking and examination of the records.
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In addition, the Reports may contain reference to:

(e) Transactions accounted for in a previous year concerning

which further information has been obtained, or trans-

actions in a later year concerning which it seems desirable

that the Health Assembly should have early knowledge.

(IX) The Auditor(s), or such of his (their) officers as he (they)

may delegate, should jointly certify each account in the

following teams:

"The above accounts have been examined in accordance with my

(our) directions. I (we) have obtained all the information

and explanations that I (we) have required, and I (we) certify,

as the result of the audit, that in my (our) opinion, the above

account is correct." - adding, should it be necessary, "subject

to the observations in my (our) Report."

(X) The Auditors) shall have no power to disallow items in the

accounts, but shall recommend to the Director -General for

appropriate action such disallowances as he (the Board) is

prepared to recommend to the Health Assembly based on his (its)

audit of the accounts and records. The auditor (the Board)

shall bring to the attention of the Health Assembly any cases

where his (its) recommendations for disallowances have not

been acted upon by the Director -General."
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Dear Sir,

In accordance with the resolution of the World Health Assembly

(and with the concurrence of your Government) have the honour to

inform you that the World Health Assembly desires that you should

become External Auditor of the accounts of the World Health Organiza --

tion for the financial period(s) ending ... .............s and to in-

vite you to accept an appointment in this capacity.

1. I atta',h for your information a copy of the resolution passed by

the World Health Assembly relating to the appointment and giving

directive as to the requirements of the World Health Assembly in con

nexion eith the audit and any report which may be prepared as a result

thereof.

2. The audit may be carried out either by using own governmental

staffs or by employment of commercial auditors of international repute,

or by both means and at such times and places as may be considered

, necessary.

3. The cost of the audit will be paid by the World Health Organiza-

tion) subject to the budgetary provision made by the World Health Ase-

sembly for that purposes details of which will be furnished to you.

The expenses of any staffs provided by Member Nations will be reim-

bursed to their governments on certification by you that the payment

is a proper charge against the cost of the World Health Organization

audit, and any contractual eri .i:.3c incurred by you will be paid by

the World Health Organization upon similar certification.

4. In accordance with the provisions of the Constitution as applied

to Members of the Staff of the World Health Organization, the World

Health Assembly requires that the Auditor shall not in the performance

of his duties seek or accept instructions Zrom any Government or from

any authority external to the Organization and that he shall not dis-

close information available to him other than through the medium of

his report to the World Health Assembly.

5. It would be greatly appreciated if you would advise me as early as

practicable as to your acceptance of this appointment.

T h'we the honour to bey

Sir,

Your obedient servant,

President of the World Health Assembly.


