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REPORTS OF THE PROGRAMME COMMITTEE: PART I ~ POLICY QUESTIONS (continued)

At the invitation of the Chairmsn, lMr., Sellar and Mr. Ghisays, of
the United Nations Board of External Auditors, and Auditor-General of Cenada and
representative of the Contralor General de Coloubila respoctively, took their
places at the table. .

The CHATRMAN welcoied lir. Sellar and Mc. Ghisays. At the recent
‘session of the Programie Cormittee, the United States representative had expressed
a desire to hear the corments of the Lxternal Auditors rogarding the Fund's
financial practices, especially in the light of the current discussion of UNICEF
policies. As’Mr;'Sellar, Chairien of the Board of External Avditors, had been
unable to attend the Programme Cormittee ueetin;, the Chairmen of the ixecutive
Board;ﬁad asked the Board of External Auditors to be represented at the Executive
Board session.

Miss IENROOT (Uﬁited’states of Auerica) was appréciative of the presénce
" of two members of the Board of Auvditors. At the stage now reached in the Fund's
evolution, when a discussion of policy was under way, it would be useful to have
their observations on the follovwing matters: (1) the system of financiel and
commodity control employed by UNICEF; (2) the adeguacy of controls; (3) the
method of commodity confrol considered most desirable by the auditors; (4) the
difference between the internal and external audit.,

Mr. SELIAR (Chairman, United Nations Board of Auditor's) thanked the
Chairmen ‘anc said ‘that e end Mr. Ghisays were (;lad to be ablé to attend the
meeting. - The ‘third neiber of the United Nations Board of Avditors, Mr. Reuke,
Auditor-Gerieral of Denmark, was unfortunately unable to be present. Mr. Ghisays
had suggested that he (Mr. Seller) -should act as spokesmen. :

He understood that a general picture of the financial and coimodity
controls of UNICLT was wented and hé would accordingly firot describe the
practices followed in procurin; supplies, Certﬁin commoditibs' perticularly the
food, which UNICEF procured, were elther controlled or available for eéxport only
through governmental acencies. The UNICEF practice wae to purchaee those
commodities through the appropriate governwrental agency in the supplying coﬁhtry.
In some countrles, 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 hed been procured by UNICEF from & number of Governmentse under

those conditions. /The second
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The second method of procurement was for UNICEF itaelf to purchase
goods directly. In that case, it was the practice to invite responéiﬁle supply
sources ‘to' submit bids ; and, in general, the lowest bid was accepted by UNICEF|
Exceptions vere few and glways for cogent reesons, such as the fact that "a.‘
particular country used /non-convertible currency. In addition, & few commedibies
~such as wool were purchased by auction at the current market prices. The Board
of Auditors was satlsfied from thelr exemination of the records that there was
nothing in any of those transactlons to arouse misgivings.

When UNICEF goods arrived in the country of consignment, they were
stored in the rebional warehouses of the wountry concerned, but title remained .
vested in UNICEF until distribution to the ultimate destination was completed.
'Each couﬁtry was required to distribute the goods in accordance with agreed nlans
and to make regular reports to UNICEF on lesues and stocks in hénd. Formexdy,
goods bad been insured with ineurance ccmpanies, hut the previous
autumn (1950), UNICEF hed instituted a system of self-insurance, as recommended
by the Boa.fc‘i of Auditors, : ‘

The Admlnistration recelved three sets of reports; 1l from the govern-
ment concerned; 2 from the UNICEF ﬂlis§1011, 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 importence, es they constituted a check at
every stege of supply and distribution. The UNICEF Mission reports on the other.
hand, were of great value for administrative purposes,

Turning to the questlons of internal audit, he stated that the Fund's
two internsl auditors appeared to be fully competent and trustyorthy officers;
one wes stationed in Europe and the other in Asia, They covered all the
countries to which UNICEF assigned supplies, The Board of Auditors received
coples of all thelr reports to the Executive Director and was able to question
them personally each year. Thelr reports were candid; they verified the stocks
in each country and carried out sample insepections of warehouse and distribution
reporte which showed that the accounts kept in the various countriee were
satisfactory and rellable; there had been no complaints or difficulties in
that reaspect,

[Medical supplies
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Medioel euppliee aia not appear in the inventories. of warehouse .stocks
eince, on account of their nature, they were sent directly to hospitels,
1netitutione or Departments of Health., Reports on thelr ultimate distridution
were the responsibility of Xhe receiving government and the UNICEF Mission
concerned The auditors verified thelr receipt at the designated ‘¢consignment -
point. ) ‘ , .
“Thde ihe present eyeteﬁ cf accounting seemed fully adequate. A point.-
of detail to which attention might be drewn was the need to reconcile the
figures contained in financial records with the statistical reports of the Fund.
There were occesional slight differences in statistical reports owing to the
eetim’cion oi’ ccmnodity velues in dollavre,
. As to poesible changes reaulting from the. edoption of .long-range
policiee, he pointed out that auditors dealt with completed transactions, so
that his views must be regarded as nothing wore . than an expreseion of opinion.
With the Ehifi. of emphasis in the programmes of UNICEF to long-termw forws of
assistance, it might be wise to shov elearly the difference between. the final
aims of such assistance and thet{oijecpnicel_Aeeietance. His understanding
was thet phe purpose of the latief.wes pgimarily to provide technical advice to.
countries in connexion with economic development, and that, while capital outlays
in the form of pilot plants might be made, technical assistance funds would not be
used to construct plents, etc., the fimancing of such activities being erranged
1in some dther manner. The prime obJective of UNICEF wag to cope with current
and urgent welfare needs of mothers and children, and for that _purpose, the Fund
has alreedy made contributions of equipment to assist 1n the coneervation of .
locally produced milk.; Not only did that add to the supply of milk to childrenm,
but 1t also contributed to the long-term industriel economy of the asslsted
countries. BHe understood'that equipment might also be given to assist 1oca1 .
plants in the production of penicillin, etc. All egch activities were for the
purpose of procuring essentiel supplies. . Neverthelees,‘the facilities thus
created would have & long-term effect; coneequently, to dispel any idea that the
Fund was undertaking activities connected with the economic development of under-
developed countries, it might be advisable to emphasize that the real aim of
UNICEF assistance was to procure supplies, or make them availeble. In other
words, consideretion might be given to devising ways and means vhereby there
would be continuity in the control exercised by UNICEF over the application of

/the production
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"the production of the plants whers the Fund made contributions to the capital
cost. A spu&y of the matter might show that it was precticable and béneficiﬁl
alike to UNICEF and the country concermed thet a status of joint interest in
property be created, with, in sowme instances, an appropriate apecialized ageﬁcy '
representing the Fund in the application of the production of the'undertaking. “
In conclusion, he paid a tribute to the efficiency of UNICEF's
Comptroller and 1ts purchasing officers. '

Miss LENROOT (United States of Americe) inquired whether, in
Mr. Sellar's opinion, two internal auditors were adequate to cover all the ‘
Fund's operations. She wished to know also how often tbey visited each countfy ’
and whether sample inspections wers carried out within the internal‘audit system.

Mr. SELLAR (Chairman, United Nations Board of External Auditors) stated
that the 1nternal avditors were required to visit each country oncé & year and
some countries more frequently. It should be borhe in mind that the auditor could
not visit every place where distribution wae being made. It was, moreover, not
desirable for him»to‘spend too long & time =t any one place. He was inclined
to think that two auditors were sufficient for the work to be done; three wéuld
certainly be & waximum for present needs. o “ '

Mr. BORDERS (Cniel Ixsoutive Offiserlvishet to odd %o Mr. Sellarth,
remaxrks that the chrryihg out of sample ingpections was primerily the duty[UﬁlGEF
Missions and their obderver staffs, who were conastantly engaged in thaet activity.
The internal auditors were required, besides, to visit at least one wafehéuse .
or distribution centre in each country, on the occasion of thelr regular audit,
where they examined all records, including repdrté on sample inspections already
mede by members of the mission. ’ o
Up to date, it had been felt that two interral suditors were enough;
with the increase in Latin American programmes, it might become heceesary to
reconsider the matter, but there had been & compensatory falling off of the

work in Europe.

/Miss LENROOT
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Miss LENROOT (United States of Americe) thanked Mr. Sellar, whose
report should increase the confidence governments already felt in the integrity
and effectivensss of the Administration.

It was to be hoped that the Administration, in conjunction with the
auditors, would find a means of overcoming the technical difficulties involved

Executive Board.

in expressing the vealue of commodities in terms of &ollars in reports to the

Mr. BRENNAN (Australia) pointed out that the auditor's responsibility
in respect of food supplies continued until the supplies had reeched their
ultimate destination, the comsumer. For medical equipment end similar goods,
his responsibility was to ascertain that the goods were received and passed to
the government or imstitution concermed. UNICEF itself hed to determine that
the equipment was belng appropriately used.

He asked for more specific information on the difficulties involved in

conversion rates.

Mr. SELIAR (Chairman, United Nations Board of External Auditors) replied
that, in compiling statements for the Board, a certaln ampount of estimating was
involved, which sometimes resulted iun slight discrepancies between flnancial
statements end statistical reports of supplies shipped. That was an administre-

tive matter rather than one of financiml controls.

Mr. SRCKA (Comptroller) explained that balance sheets were published
every quarter and estimated flgures In statistlical reporte need only be used for
the current quarter for which accounting data was not yet available., UNICEF
procured all over the world and some time-lag was unavoidable until documentatlon
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
1ts viewBregarding property rights to equipment handed over to a government at a
later meeting.

of
The CHAIRMAN conveyed the thanks / the Executive Board to Mr, Sellar

and Mr, Ghisays,.

The Board then went into open session,

25/6 p.m.





