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The Permanent Representative of Canada to the United Nations presen·~s his
compliments to the Secretary-General of the United Nations and has the honour to
request that the attached document concerning the organization and professional
practices of the United Nations Board of Auditors be circulated to the Fifth
Committee for its consideration under item 97 of the provisional agenda entitled
"Financial reports and accounts, and reports of the Board of Auditors 11 •
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1. The United Nations Board of Auditors, at the request of the Auditor General of
Canada, a member of the Board, approved the commissioning of a report on the
Board's organization and professional practices.

2. The objectives of the revievT were to assess the propress in implementing the
changes vrhich the Board had decided to make in 1976, the effect of the regulations
and practices concerning the appointment and period of tenure of the Chairman and
members of the Board of Auditors and any further steps that should be taken to
ensure the effectiveness of the Board of Auditors in discharging its mandate.

3. A number of matters have bearing on the vTorl" of the Board of Auditors., such as:

The need for continuity in view of the chanr,inc; cor:1positio!1 of the Board
(Colombia retired in 1978 having served as [L r'el;lber of the Board since 1946 ~

Bangladesh has just commenced its first term: Chana has recently been elected for
a second term; Canada's present term expires in 1980);

The c;rovTing complexity of the Unitc'd ITations activities and the hie;h c1e["ree
of inter-relationship of the oreanizations involved in tnese activities~

The increasing sophistication of the United Nations Qccounts arising from the
introduction of pro[;ramme budgeting, the decentrali. zation of management
responsibility and increasing comp~terizati0n;

The improvements in contemporqry audit technioues which emphasize review and
testing of internal controls within financial systems, including computerized
systems, rather than extensive checying of financial transactions~ and

The val'iaticns in the current state of govermJent and private sector auditin~

methodology among I";ember nations of the United JTations, thus affecting the
techniqu~s familiar to the staff of potential mcwbers of t~e Board.

All of these factors lead to the conclusion that there is a basic contradiction
betYTeen the type of <;ludi t the United Nations need s and the ability of the Board
of Auditors to supply it under present alTancements. On the one hand, the size
of the United Nations activities and the nature of its financial systems c1emanrl
increasinr,ly sophisticated audit techniques; and on the other hand, turnover of
Board members to make the Board representative of f'ember nations creates
continuine difficulties in training staff and manaring the United nations audit
in a manner that introduces and maintains the best of world-wide auditinr
techniques.

4. The United Nations Board of Auditors vras establi shed by General Assembly
resolution 74 (1) of 7 December lS4h. The mandate of the Board has evolved over
the years and is nOvT laid down in regulations 12.1 to 12.12 of the Financial
Regulations. The organizational structure of the Board has not changed over this
period. The Board consists of three members) each of '':'Thorn is the Auditor General
(or officer holding the equivalent title) of a T ;ember State; each member has
joint and several responsibilities for the audits conQ.'lcted by the Board of
AUditors; prime responsibility for audits is allocated on an equal basis mnong the
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l,lembers ~ and audiT, staff are provided on an equal basis by the individual members
of the Board.

5. The role and organization of the Board of Auditors was the subject of a
report to the General Assembly by the Secretary-General in doc'urnent A/2974 of
20 September 1955 entitled "TIeview of audit procedures of the United Nations and
the spp.cialized ae:encies"~ together vTith the report of the Advisory Committee on
Administrative and Budgetar~r Questions (ACABQ) in document A/2990 of 6 October 1955.
In 1974, the Assembly considered the IIStudy of the role, organization and
functioning of the United Nations Board of Auditors ii contained in document
A/9608/Add.l prepared by the Advisory Committee. neither of these reviews resulted
in fundamental changes to the role or organization of the Board of Auditors.

6. In 1976~ the Board adopted a number of significiant changes in the manner in
which it carries out its responsibilities. These changes did not require action
on the part of the General Assembly. The Chairman of the Board rep«:l·c.ed these
matters to ACABQ in June 1976 and to the Fifth Committee at its 26th meeting on
9 November 1976. The major organizational change involved the creation of an
Audit Operations Committee composed of a Chai~an~ who also serves as Director
General of External Audit~ and three Directors of External Audit representing the
three members of the Board. The Committee was made responsible for the planning
and co-ordination of audits and the preparation of reports. Another substantive
chan~e ~Tas the introduction of the systems approach to auditing which led to an
evaluation of the financial manager::ent 'lnd control systems of the United Nations
Headquarters and Office at Geneva. The results of these developments were
discussed with ACABQ in June 1978 and reported to the General Assembly in the
report of the Board for the 1976-1977 biennium contained in the Official Records
of the Gene~al Assembly~ Thirty-third Session, Supplement N~. 5 (A/33/5)~ volume I.

7. The present review found that although the internal orGanizational
arrangements, audit practices and procedures have been improved, more fundamental
changes are required to ensure a quality of auditing commensurate with the United
Nations i~portance and prestige. These changes require approval by the General
Assem~ly as well as subsequent amendraents to the Financial Regulations.

8. The main recommendations of the report aTe that:

(a) The role of thp. Board of AuditOl s sh01'.ld be changed f~om that of
actually ronducting the audit to that of an audit committee on behalf of the
General Assembly and its membership increased to make its members more
representative of the United Nations.

(b) On the nomination of the Board of Auditors, the General Assembly should
appoint an aprropriately qualified person as Auditor General of the United Nations
to be responsible for conducting the audit of the United Nations. The Auditor
General and his staff would be given complete independence free the Administration
and vTould report to the General Assem~ly through the expanded Board of Auditors
in accordance with a plan and bud~et approved by the Board and in a manner
consistent Hith the hir;hest standards of contemDorary auditing.
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(a) The Auditor Ger.eral should be Given responsibility :i'or selectinG audit
staff froDl all reGions of t~e world Givin~ due r2card to exnerience and conpetence~

and such other guidelines as nay be established by the Board of Auditors.

(b) The systems-based audit apprc~ch should be gradually extended to include
an assessment of the adequacy of systems in contribut;~g to economical~ efficient
and effective expenditure of the United nations' resources. The efforts of the
Auditor General and of the Joint Inspection Unit respectively in the area of
programme effectiveness should be co-ordinated by the expanded Board of Auditors.

The follovrinc paragraphs outline in greater detail t'be rationale behind these four
major initiatives.

9. The size of the Board of Auditors has n0t changed since its creation~ although
the membership of the United I'Tations has virt'lall;~r tripled. The Board could be
expanded provided that such expansion was attendant upon a chance in i+s role from
that of conductine the audit to that of revieHine; the a-J.dit on behalf of the
General Assombly. It is by this means that a significant improvement can be Dade
in the illanner in which audit reports are dealt vTith at the United Nations. Hith
the Board of Auditors becominc a representative audit committee~ the General
Assembly iTould have assurance that audits are planned and co-ordinated, and reports
are revie'\oTed by an appr0priate group of exp=rts in auditing and accountinc;
matters. This would enable ACABQ, lfuich has been serving in this capacity 1n the
absence uf an audit committee, to devote its full attention to its role as an
expert budc;et committee. This fundamental change in the role of t~e Board of
Auditors is essential to succe~sful implementation of the other improve~ents

proposed to the system of external audit.

10. The Board of Auditors) '\-Then expanded, could become a most effective audit
committee of the United Nations. The actual audit responsibilities should be
assigned in another vray that 1-Tould result in a unified 13.udit of the hic;hest
quality. An outstandinc; individual with appropriate qualifications and exp8rience
should be appointed to a position desiGnated as Auditor General Of the United
rTations. In this capacity, the Auditor General would be fully responsible and
accoun'Cable for the audit, including providinG leadership in the application and
development of modern audit techniques. The Auditor General 'Hould require
apprC'priate authority to carry out these responsibilities.

11. IIembers of the Board of .Auditors have as a rule pr.:>vided the staff the..t audit
the United Nations. This has been a considerab~e burden to them as it has
diverted IDtich needed scarce resources from their national audits and thereb~r

limited the ability of many Hembers to offer their services as Board members.
IImTever, it has also provided a remarkable opportunity for staff from national
audit services to Gain experience in different audit methods and procedures. This
has hod a positive and enriching impact on their traininc and development. The
prorosed audit committee role relieves Board members of the obligation to provide
significant staff resources, but ,rould continue to give them the opportunity of
nominating canci.iJates for audit positions at all levels.
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12. This change to the traditional staffing pattern for the United Nations a~dit

wculd also provide a unique opportunity to introduce a new and imaginative
proeramme for training an1 developing staff 0f national audit services on a
world-wide basis. The staff of the Auditor General would consist of a cadre of
well-experienced international auditors complemented by other staff seconded
from national audit services. In t~is way, the lTnited Nations audit could be
carried out by the most highly skilled auditors available and more Member States
could participate in this process by providing candidates from their own national
services.

13. This report was reviewed by the Board at its meeting in June 1979.
decided that the report's recommendations raised matters which should 'be
through national delegations to the General AssembJy and that it was for
to take any initiative it wished in this regard.

It was
pursued
Canada

14. Accordingly, the Canadian delegation has tabled for consideration by the
Fifth Co~mittee this document based on the special report. The proposals outlined
above, if adopted, would go a long way towards ensuring that the United Nations,
as one of the most important bodies in the world, receives a quality of auditing
which is commensurate with its importance and prestige. They woul~ also make
sure the Board was representative in that a greater number of Member States could
participate in the audit process. It remains for the Fifth Committee to decide
on what action might be taken durin~ the thirty-fourth session of the United
Nations General Assembly on this matter.




