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Note by the Secret ary-Gene"al

The secret ary-General has the honour to transmit to the nembers of theGeneral Assembly the report of the paner- of External Auditors of the united Nations,the Specialized Agencies and the Tnternational .Atomic Energy Agency on theorganization and professional practices of the Boa"d of Auditors of the unitedNations, prepared in accordance with General Assenbfy decision 3l+/)+O: ot25 October 1979.
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],XTTER OF TRAIISI1IITTAL

10 l/larch 1981

Sir ,

I have the honour to transmit to you, pursuant to General Assembly decision
j)r/lroj" the reoort of the Panel of fxternal ^uditors of the United llations' the
Snecia.lized Asencies and the International Atomic Energy Agency on the
oiganization and professional practices of the Board of Auditors of the United
lTations .

Accept, Sir, the assurances of my highest consideration.

(Sie,nea)
President of

of Audit

Chairnan of the

H. PESCHAR
the Ceneral Cha.'nber

of the liletherlands
and

Panel of nxternal Auditors

The President of the General Assembly
or tne unateo ll ata ons

I\TeI,r Yo rh , II . Y .
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f, At its 46th plenary neeting, on 25 October IgTg, the ceneral A.ssa,nbly, on the
recorunendation of the lifth corrnittee / adopted decision 3L/L03, in uhich it
took note of the proposals of the covernnent of Canada (A/C.5/3\/L.3) for changing
the external audit arrangements for the united lTations and requested the vievs of
the Panel of External Auditors on the organization and professional practices of
the Board of Auditors of the united llations. rn the befief that the Assenbly
did not intend to ask the Panel to carry out a study at first hand of the Boardis
present audit practices, the PaneLrs reviev in the ccurse of its twenty-first
and tventy-second regular sessions has been necessarilv of a restricted character.
Ir onnqiderino il:c pa.-a--- +^ +1.6 

^--^*Lrr ,-- .-er,-nse to the Assemblyrs request, the Panel has reviewed
and discussed the documents submitted by the canadian Government to the General-
Assembly and has obtained the conments of the rlembers of the Board of Auditors. T'he
Panel d"e\,r attention to the fact that its present nembership of seven includes
both the Auditor-General cf canada and the three members of the Board of Auditors.

I. BACKGROUND

2. In f976 the Auditor-General of Canada conr:rissioned a study by two consultants
of its role and professional responsibilities as a mernber of the Baard- of Auditors.
The tvo other members of the Board asked the Auditor-General of canada to place the
rec ornmendat i ons of the consultants before the Board. As a result, the Board
introduced changes in its audit arrangements in order to inprove the techniques and
extend the scope of the audit; these included the establishment of an Audit
Operations cornnxittee, consisting of a Directar-General and three Directors of
External Audit to plan and contral audits and to integrate the use of staff from the
nationaL audit offices of the thTee menbers of the Board, In June l9T8 the sane
consultants were connissioned by the Auditor-General of Canada wj.th the
concurrence of the other tvo nernbers of the Board, the Auditors -General of Colombia
and Ghana, to review the progress m.ade since L976, ta revier,r the effect of the
United Nations regutations and practices concerning the appointnent arrd period
of tenure of the Chairr0an and menxbers of the Board of Auditors in rnaintaining and
further improving its professional practices, and to consider vhat further steps
should be taken to improve the effectiveness cf the Board in discharging its mandate.
The terms of leference vere adopted at a special meeting of the Board when the
nembership consisted of the Auditors-General of Bangladesh, Canada and Ghana. The
consuLtants reported that the chenges introduced in I976 vere ,cenerally workinp
vell under the existing organization and provided an excellent basis for further
introrovenent. They then reconrended furth-r changes designed in their vier+ to
broad.en the extent of participation, ensure greater consistency and conform to
the highest available standards of contemporary auditing. The Board as a whole
at that tiroe did not endorse the consultants' recommendat i ons . subsequently, at the
suggestion of the other members of the Board. Canada took the initiative bv

ces of trofessional

1/ Official Records of the General Assernbly, Thirty-fourth Session, Annexes,
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lutting the proposals before the !'ifth Contnittee in a note verbale dated

il., sepiemler- l9't9 (A/c.513t lr-.3),

3. The main proposals are, in su]nmary, the folloving:

of the United \lations should be conducted by a neanamenl

r,rould recruit his or'm staff and report to the General Assenbly;

(b) The Board of Auditors should be enlarged and its role changed' so that

instead of being responsible for actually carrying out the audit it should

act as an ttAuaii Cornnitteet' on behalf of the General Assenbly;

United llations audit should be further extend'ed to

""onorv ' efficiency and effeetiveness of United Nations

(a) The audit
Auditor-General who

(") The scoPe of the
cover, as anProPriate, the
expenditure .

l+. The Canadian GoYernnent considers that the appointrnent of a pemanent

Aud.itor-General ' in place of a Board of -Auditors or varying membership-and methods '
would ensure a more consistent approach to the United Nations audit' It sees an

enlarged Soard of Auditors or auait Cornmittee as a representative body of experts

vho r*ould revie\t audit arrangement s and reports and would relieve the Advisory

Conmittee on Administlative an6 Budgetary QJ-restions of its responsibilitie s relating

to audit, They a]-so consider tha.t irre proposed expansion of the scope of the

United llations audit would be facilitated by the appointment of a.permanent

staff under an Auditor-GJ".t"r iiol.rti"e in association vith an -A'udit Cormrittee '

The Canadian Government sug€lests that its proposals rrould provide an opportunity

to train and develop "t.ir"or 
national audit services on a world-wide basis and

more ltember States couta putti"ip.t" in the audit process by providing candidates

from their orvn national s-ervices for the Auditor-General t s staff'

5. As a nember of the Panel' the Auditor-General of Canada has provid-ed further
information and suggestion" o,, ho* the proposed arrangements shcufd operate:

Role of @e 4q0i!--S9rm1!3s9-

Tt is essential to aFnreciate that the role and responsibilit ies of the

proposed Audit Committee iroula be quite different from those of the

pr."..rt Board of Auditors. The BoJrd of Auditors is the external auditor '
r^rith fu11 executive responsibility for the conduct and Tesults of the audit'
Its findings and reports "1:. 

ttttiet"a, on behalf of llenber Governments ' by

conrnittees of the united Nations charged r,rith that duty' and ultinately by

the General Assembly itself. The praposed -Audit corr"rittee would have nc

executive responsibility for the .ttaii lltt r'rou1d act as revie'w body on behalf

of l{ember Governments. Responsibility for the planning, organization and

control of the audlt would rest sole1y on the proposed Auditor-General of the

United llations. The Conmittee would' ho ever, <liscuss with the Auditor-General
the scope and plans lor his audit in order to advise the General- Assembly on

the adequacy ot the auoit .r.a tf't" acceptability ol the relevant budget; it
rrould receive, consider and promote a"lio" t'pot' the Auditor General's reportst
For these pulposes' it '.,'oull need to meet at least once a year'
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Ilembership of the Audit Conmittee

The Corunittee would consist of hi6,h-ranking representatives of 11 to 15
nations, ineluding national audit ors-general wherever possible.

Role of the Auditor-General

The Auditor-0enera1 vould report to the General Assenbly. Tn carrying
out his audit he r.rould be independent politicalfy and in the application
of his professional experience and Judgenent, but he wou-1d be expected to
dj.scuss vith the Audit Comlittee his broad plans and the scope of his
audit to dernonstrate that they satisfied the requirements of the General
Assembly.

Staff of the Auditor-General

The Auditor-General vould decide r,rhom he l,rould employ. IIe should aim
at geographical representation as far as practicable, but there should be no
question of a quota system, The need for f.Iexibility and rotation of audit
staff could be x[et by the use of secondrnents and contracts of limited duration.
The consul-tants ha.d not intended to inrly in their report that the recruitnent
of staff shoul-d be confined to auditors qualified as cornnercial accountants;
they recoggized the conpetence of auditors trained by national audit offices
and also the need, in a conprehensive audit, for disciplines other than
ac c ount ancy .

Audit of stecialized a senci es

The proposals vere not intended to affect the aut onomy of the erternal
s-udit of the specialized agencies. Consistency in the audit standard.s
applied to alf the United i\ations a5encies was an objective to be achieved
through the iiork of the Panef of llxternal Auditors, of which the Auditor-
General of the United lTations would be a member.

II. VIE\TS OF T}IN PA\EL OF EXTEF]\IAI AIJD]TORS

6, The Panel observes that the consultantsr report '.rhich 1ed to the Canadian
Government t s proposals contained only lirnited evidence of the professional
practices of the Board of Auditors in recent years. Horrever, the consultants
thenselves recorded that there had been a considerable imp"ovement in the
standard of the audit since f9760 ancl there liave been recent conment s in the I'ifth
Corunittee on the valuable work of the Eoard.

7. 0n the assumption that the Board of Auditors would continue to consist of
experienced auditors-general vith adequate staff support, the Panel sees no reason
vhy {\[ther progress should not be made along the lines begun in 1976. On the
other handr most members of the Panel see no reason in principle vhy the Canadian
Government I s proposals could not be developed to provide a good audit systen in
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the United. Nations; they vould provide a r.rni fied and' continuing organization to
undertake the audit, although undue emphasis on the training of auditors from
developing countries rni ght detract fron its effectiveness'

I Tha pahal e,radFefc ih6t ir nnnci.tcrino the course to be follor+ed, the General
.{ssenbly should also have xegard to the following factors:

(a) !,lhether, since the consultants fol'rnd their earlier proposed' changes in
audit affangements to be vorking well' any further changes considered desirable
could be made by developing the existing system further: the relevant rules and

regulations do not appear to restrict such further developments '

(bJ l{hether a fack of continuity on the Board of Auditors, which is possible
and which could affect the standard of audit' is 1ikely to be a problem in
practice: the Panel observes that there have been three changes in Board
menibership in the last four years, but that prior to that there has generafly been

a high degee of continuity. The Panel wishes to stress the importance of avoiding
too many changes vithin a short period.

(c) Any arrangements for establishing an Auditor-General- ancl his staff would
need to ensure that his independence was not iropaired by the conditions of his
appointment, constraints on nis bud.get ' or by his staff being United Nations
amr]mrcec' 'nrl thal-' thc Auditor-General vould not beeome in practice aD internai
rather than an external auditor. The Panel considers that these would be essentia]
conditions to the successful operation of the proposed. arrangements ' It observes
that the independence of the external audit function is assured under the existing
arrangements.

(a) It is desirable to evaluate the probable cost of the proposed systen for
comparison with that of the present arrangenents, but the Panel is unable to do so

on the information at present avaj-lable to it.

f.) qhA a-rp^rriirl-arF<c nf t.ha nrnnnsa4 nev arrangements in the specific
United Nations en,.iionment, noting that the appointment of a permanent Auditor-
General of the United Nations would depart from the practice of entrusting the
audit of most United. Nations organizations to the national auditors of States -

members of the organizations.

(r) The implications for other United Nations conmittees, such as t'he

Advisory Cornmittle on Administrative and Budgetary S.uestions, of establishing an

Audit Conmittee: this is not a matter on which the Panel can advise'


