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REPOR'IS OF TEE PnOGJ.W.:ll.JE COMMITTEE: :PAnT ± - POLICY QUESTIONS (continued} 

~e invitation of the Chairman: Ur. Sellar and. Mr. Ghiaaya, of 

the United Nations Board of External Auditors, and Auditor-General of Canada and 
... .... . ' 

representative of the Contralor General de Colot1bia respoctively, took their ... ' 

places nt the table. 

· The CHI\IRNAN welcoiued l·ir. Sellar and. Mr. "Ghisays. At the recent 

·session of the Prot;ram:ue Corm:,rl ttee, the Uni te<l Sta:tes re:presentati ve had expressed 

a desire to hear the co:nments of the External Audit.oro roc,ardinG the Fund 'a 

financial practices, especially in the lit.;ht of the current discussion of UNICEF 

polic'ie·a. As 'Ml'; Sellar, Chair:~:an of the Boa:t·d of External Auditors, had been 

unable to attend the Programme Corur:littee :weet:1110, the Chairrnan of the :B.:xecutive 

:Soarci. :had askecl the Board of External Audi tore to be represented at the Executive 

Board session. 

l>iiss LE:NROOT (Untted -~.tates of Au.erica) was appreciative of the presence 

of two.n;embers of the Boarci of A1..' .. di'i:.ors. At the atae:;e now reached in the Fund's 

evolution, when a d5scussion of policy was undtn.• way, it would be useful to have 

their· observations on the follo\tin:; rw.tters: (1) the system of financial and 

coinDiodity control enployed by UNICEF; (2) the adequacy of controlaj (3) the · 

LJethod of C'OLmlOdity control considered most desirable by the auc1i tors; ( 4) the 

difference between the internal s.ncl external audit. 

Nr. SEllAR (Chairman, Unitec1 Nations Board of Auditor's) thanked the 

dhairman :anc. said 'that lie ·and Nr ~ Ghisays were Llad 'to be· able to· atteml the 

llleetint:><. 'I'hc ··,third 1::.e1.ibcr of' the United Nat.ions Board of At~ditors; Mr. ReJ,Jk:e; 

Auditor-Gerieral of Denmark, was unfortunately u:nable to be :present. lilr. Ghisays 

had sug~es'ted that he (Hr. Sellar) ·should act a13 spokesman. 

He unclerstood that a ~emeral j_)icture of'· the financial and COWliJOdity 

controls of UNICill.i' '\-TaB wanted and he would acco1~diDGly firot describe the 

:practices followed in procur inu supplieG. Certain commodities, particularJ..y the 

food, which UNICEF :procur·ea:, were either controlled ·or avail.able~ fot ex:port onlJ 
•' './ i . ' . . .. ,,. 

through governmental agencies. The UNICEF' :pract.ice was to purchase those 

collllllOdi ties throueh the appropriate eovernn.enta.l agency in the supplying country. 

In some countries, prices were fixed by the agency itself and in others the agency 

called for competitive bids from supply sources within its territory. Very sub­

stantial· supplies had beon procured by UNICEI<, :f'rt:>m a number of Governments under 

those conditions. 
/The second 
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The second method. of procurement was for UNICEF itself to pyrchase 

goode direct~r. In· that case, it was the :practice to 1nvi~ · respo~i'ble suppJ.1 

sourcea ·to au·bmit hide; and, in general, t.he lowest bid waa accepted by lJNlCEF' 
Exceptions were few and always for cogent reasons, such as the fact that'a 

a 1 

pnrti.c~lar. country used/non-convertible currency. In. addition, a few colllllQdities 

, such as wool were purchased by auction at tl"..e current market prices. The BQard 

of Auditors '\<YaS satisfied from their exa.m:tnation of the records that there was 

nothing in any of those transactions to a:t.·ouse miac;i";ings. 

When UNICEF goods arrived in tho country of consignnent, they were 

stored in the regional warehouses of the country concerned, but title remained 

vested in UNICEF until distribution to th1a ultimate •ieatination was completed. 

Each country was required to distribute the goode in accordance with agreed nlans 

and to make regular reports to UNICEF on issues and stocks in he.nd., FOl'Dlezt;y, 

goode l;1ad. been insured with iosuro.nce ecrmpan1eo 1 but the previous 

autUlnn (1950), UlifiCEF had instituted a .system of soJ.i'-.1nsurance 1 as recOllllllended 

by the Board of Auditors. 

The Adlninistration r~ceived three sets of reports; 1 from the govern­

ment concerned; 2 from the UNICEF Mission, and 3 from the internal auditors. 

From the audit and accounting point of view, the monthly reports sent in by 

receiving governments were of prime importance, as they constituted a check at 

every stage of supply and distribution. ~be UNICEF Mission reports on the other 

band1 were of great value for adminietra:liive pur_poe·,es. 

~'urning to the questions. of internal aud:tt 1 he eta, ted that the Fund 1 s 

two internal auditors appeared to be fully competent and truetyortey ofticersJ 

one was stationed in Europe and the oth('r in Asia. They covered all the 

countries to wh:Lch UNICEF assigned eupp:Lies. The Board of Auditors received 

copies of all the.ir reports to the Executive Direc·tor and was able to question 

them personally _each year. Their reports were cand.id; they verified the stocks 

in each country and .carried out sample inspections of warehouse and distribution 

reports which showed that the accounts kept in the various countries were 

satisfactory and reliable; there had been no complaints or d1tf1cult1es in 

tbat respect. 

/Medical supplies 
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.. MediCAl SUpplies .di,d J;lO.~ appear in the inventories of warehoUse cBtOOk8 

since, on account of their nat~~, they were sent directly to bospi_ta1e, . ' . . 

institutions or Departments pf Health~ Reports on their ulti-te d:lstribution 

were the responsibility of .~he reeetv~ng government and the UNICEF Mission . ' ~ ) ' . . 

concerne~ ., The auditors verified their receipt at the designated 'eoneignment . 

point. 
' 

Thus the present system of accounting seemed fully adequate. A point.· 

of detail to which attention might be drawn was the need to reconcile the 

figures contained in financial recorda with the.statistioal reports of ,the Fund. 

There were oceast.9~~1 slignt ditferences in statistical reports owing to the. 

est~~~on of c~odity values tn 4.ollare •. 
. . ..·.. . . '• 

As to pos~il;>le changes resulting from.~be.~doption of long-range 
... - . . ' -

policies, be pointed out that auditors dealt with completed transactions, eo 

that his views must be.regarled as nothing more than .ap expression of opinion. 
. • . . .,! . : . . ' 

Wit~ th~ ~~ft of emphasis 1'(1. the p~e of UNICEF to long·term forms of 
. .· . . ' ., . 

e.ssiste.n~ '· it might be wise to .sbqw ,clearly the difference between the. final . ..• ' .. 

aims of such assistance and ~ll~t ,o,f. :T~c'\l,.ni.cal Assistance. Hie understanding 

was that the purpose of the latter was p~marily to provide techn1ca1 advice to . 

countries in connexion with econ.omic development, and that, wbi.le capital outl.aye 

in the form of pilot plants might be made, technical assistance funds would-not be 

used to construct plants, etc., the financing of such activities being arranged 

in s~e ·ot'b~r manner. The prime objec-tive of UNICEF Mae to cope with current 

and urgent we.lfe.re needs of mothers and .children, and for thatpurpose the. Fu~. 
' ! ' • ~ ... ~... ' ' 

has .e.lree.dy made contributions of equip!llent to assist in .the conservation of 
' . . . . . 

locally produced milk. Npt only did tpat add to the supply. of milk to children, 

but it also contribu~d to the long-term industrial ecpnomy of the assisted 
I ' ' • 

countries. He understood, :that eq\11-pment might also be given to assist local 

plants in the production of penicillin, etc. All s~cb activities were for the 

purpose of procuring essential supplies. N~v~rtheless,. the facilities thus 

created. would have a long-term effeqt; conE!equent~y, to dispel any idea that the 

Fund was undertaking activities eonnec~ed with ~pe ~rpnomic development of unde~ 

developed countries, it might be advisable to emphasize that the real aim of 

UNICEF assistance waa to procure supplies, or make them available. In other 

words 1 consideration might be given to devising ways and. means whereby there 

would be c~tinuity in the control exercised by UNICEF over the application of 

/the production 



E/ICEF/SR.81 
Page 6 · · 

'tbe productiori of the plants Y1here the Fund made contributions to the capital 
I . 

cost. A study of the matter might shoY1 that 1 t was pre.cticable and beneficl :'tl 

alike 'to··u:t-tiCEF and t.he country concerned that a statue of joint interest in 

property be created, with, in some instances:, an appropriate specialized agency 

repteaen"ting the Fund. in the application of the production of the undertaking. 

In conclueton, be paid a tribute tCI the efficiency of UEICEF'a 

Comptroller and its purchasing officers. 

Mise l.ENROOT (Uni.ted! States of Amedee.) inquired Y1hetber, in 

Mr. Sellar's opinion, two internal auditors 1r~ere adequate to cover all the 

Fund 'a operations. She wished to know also lbow often they ·nat ted each country 

and whether sample inspections Ylere 6arried out Ylithin the internal audit system. 

Mr. SELL.AB (Chairman, United Nations Boara of External Audi tore) stated 

that the internal·auditors were required to visit each country once a year and 

some countries more frequently. It should be borne tn mind that the auditor could 

not visit every plae:e where distribution we.~:: being made:. It was, moreover, not 

desirable for htm to spend too long a tiliie · e~t any one place. He was inclined 

to think that two auditors were sufficient for the wod: to be done; three would 

certainly be a maximum for present needs. 

Mr. HORDERS(Chio! l~utivt 0tfS.~~)'tr!IM4 to Add to Mr. Sell&r•at the 

remarks that the carryine; out of. sample '!n,e.pectiona wao primarily the duty~ 
Missions and their-observ-er staffs, Ylho wel'!e constantly engaged in that activity. 

The internal auditors were required, besides, to viai t at least one wareb~uae 
or distribution centre in each country, on the occasion of their regular audit, 

where they examined all records, including reports on sample inspections already 

made by members of the m1ssiori .. 

Up to date, it had been felt that two 1nterr.1ai auditors were enough; 

with the increase in Latin American prograurmes, it might become necessary to 

reconsider the matter, but there had been eL com:penae.tory falling off of the 

work in Europe. 

/Mise LENROOT 



E/ICEF/SR.8t 
Page 7 

Mise LENROOT (United States of Ameriea) thanked Mr. Sellar, whose 

report should increase the confidl3nce governments already felt in the integrity 

and effectiveness of the Adm1nietrntion. 

It was to be hoped that the Administ:ration, in conjunction with the 

auditors, would find a means of overcoming the technical difficulties involved 

in expressing the value of commodities in termB of dollare in reports to the 

Executive Board. 

Mr. BRENNAN (.Australia.) pointed out that the auditor's reeponeib111ty 

in respect of food supplies continued until thE~ supplies had reached their 

ultimate destination, the consumer. For medic:;a.l equipment and similar goode, 

bis responsibility lllas to ascertain that the goods were received and passed to 

the government or institution concerned. UNICEF itself had to determine that 

the equipment was being appropriately used. 

He asked for more speciftc informati•:ln on the difficulties involved. in 

conversion rates. 

Mr. SEI.J,.AR (Chairman, United Nations BoA.rd of External Audi tore) replied 

that, in compiling statements for the Board., a certain amount of estimating was 

involved, which sometimes resulted in slight discrepancies between financial 

statements end statistica.l reports of supplies shipped. That 'vas an edminietra• 

tive matter rather than one of financial controls. 

Mr. SRQKA (Comptroller) explained that balance sheets we~publiahed 

every quarter and estimated figures in statistical reports need only be used for 

the current quarter for which accounting data waa not yet available. UNICEF 

~roeured all over the world and some time-lag was unavoidable until documentation 

reached New York Headquarters. 

In response to a question by Mr. FOURIE (Union of South Africa), 

Mr. PATE (Executive Director) said that the Administration would be glad to give 

its vi~~regarding property rights to equipment handed over to a government at a 

later meeting. 
of 

Tbo CHAIRMAN conveyed the thanks I the Executive Board to Mr. Sellar 

and Mr. Ghisays. 

The Board then vrent into open session. 

25/6 p.m. 




